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> em SRR i N L NG T e e L O ~ dearness ef dear- cost made in the
3l. DNamec of Dt. k.20 . k.21 to % 41- .61 B,101 B.200 allowance noos xR involved. B.E. for
Ho. Board. and 39.  ®m,20, --80. 10100, to 200. to 300. at exist- allowance 1918-49,
belov, ing rates. =t Govern-
: . .. ment rates.
1 2. 3 2. 5, 6. 7. 8, 9, 1C. 11. 12 13.
1. Anantapur. -5 16 1,205 - 93 - u - £,54,520 3,02,748 43,228 2,50,900
2. Areot, North. .. 139 2,328 44 105 % 1 - 5,05,265 5,99,132 93,862 5,05,268
3. srcot, South. .. 43 2,288 - 192 - 1 " 4,689,484 §,82,156 92,712 -
4. Bellary. AR, T 950 3 57 1 % A 2,17,608 2,657,532 39,924 —
5. Chingleput. % 56 1,559 4 g3 - 1 & %,20,178  3,90,864 61,692 Ry 3,36,850
6. Chtttoor. s 83 - 1,886 9 100 5 1 . 4,083,092 §,75.sso 75,468 PRl
7. Cotmbatore i 39 2,079 11 197 - % & 4,326,464 5.15,735 82,272  4,36,540
8. Cuddapah. o 20 1,161 R - - - 6,50,152 £,96,498 46,385  2,50,152
9. Gedavari, Tast .. 19 2,339 ™ 256 - - s 5,06,370 6,03.353 97,032 $,45,520
10. Godavari, West .. 193 1,990 o 340 - - 5 4,92,5716 5,856,168 92,502 bl
" 11, cuntur. iy 79 1,858 00 144 6 3 z 4,189,352 £,98,708 79,356  4,32,060
12, ¥enara, South .. 35 1,411 195 85 - - @3 5,4%,878 #.07:535 63,818 3,443,872
12, xistna. | oo 18 1,527 80 101 5 - - 8,435,160 %,98.220 63,060 -
14, Kurncel. JEEENE ¢ 1,565 o7 50 - 1 ¥ 3,243,740 4,09,58 65,808  4,10,000
15. Madura - 3 v 1,988 18 150 2 = - 2,288,736  5,09,532 80,796 =
16. Malnbar. s Hot given. 7,820,288 8,57,112 1,36,824 7,51,444
*  Nelloro. .o 200 1,590 oo 152 -~ * - '3,81,274 4,51,402 70,128 3,88,940
“giris, The .. - BoE. 2167 18 32 ” w - 42,864 * 51,060 8,196
19. nNamnad. e 17 1,201 ) 65 * " - 5,67,120 8,137,448 50,328 £,88,730
20. Salen. o 306 . 2,980 0 106 - 1 . 6,558,890 7,765,240 .1.19.350 €,95,890
£21. Tanjore. . 8 24120 o0 oog - - S 4,67,192 =5,55;935 88,744 4,67,192
g2, Tinnovelly. oe 38 1,186 105 509 w - - 2,770,048 3,00,280 50,172 2,70,048
23, Trichinopoly .. i1 1,820 &g 60 - v ¥ 3,480,986 4,07,044 84 ,30a 1,01,510
‘24, Vimsgapotam. .. 108 .. o,542 135 169 - v - STATEE 6,81,938 107,172 547,08
o Total. .. 1,778 . 29,685 89T 2,800 18 a & 02,7755 112,536,040 17,78,184
PR o o o o i o WA e S g e ARG = o R e R e s . i i
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Hprcariony axnp Pusnic HrEauTH DEPARTMENT.

NOTE FOR THE CABINET.
LEVY OF EDUCATION TAX BY DISTRICT BOARDS.

The Elementary Fducation Act authorizes district boards to levy education tax as-
a sru‘(‘}‘l;n'gu on land-cess. The Government have power to direct the boards to levy
educntum' fax or to raise the rate of that tax. Prior to 1941 the Act authorized the levy
°,f edn(-.:)tmn tax only up to 25 per cent of land-cess. At that time land cess was levied
at 18 pies in the rupee of land revenue (since raised to 24 pies from st July 1946). The
maximini rate up to which education tax could be levied was, thevefore, 41 pies in the
rupee 'of land revenue. The Government were under an obligation to aive the district
boards a contribution equivalent to the proceeds of education tox realized in their
1'§:s[)(+ct».1\"e areas. The Elementary Education Act was amended 1n 1941 so as to divest
gm\‘erm!l?‘nt of the liability to make a contribution to the boards in respect of taxation
miposed in or after 1941, At the same time. the maximum limit of levy of education
tax (25 per cent) was removed and the CGovernment retained diseretion to increase the
rate with reference to the circnmstances of each case. The Amendment Act was brought
mto foree from 8th July 1941. At that time the income derived by district boards frT)m
education tax was about Rs. 27 lakhs (the present income is over a crore of rﬁpeeﬂ
and the Gevernment were contributing an equivalent sum: from the Provinecial fnnds.. ‘

2-: .i\lfter the amendment of the Hlementary Education Aet in 1941, the Government
were issuing, from: time to time, directions to district boards for the enhancement nf the
rate of education *ax. The enhancements were: ordered mainly to provide additional
funds for the purposes mentioned below :— :

(1) Prior to 1934 local bodies were paying teachers at fixed rates. Tn that vear
the_('}o\-emment mtroduced scales of pay for teachers in elementary schools under -lnmi.
bodies. - As the funds of the local bodies did not admit of the additional expenditur;
most of the local bodies did not give effect to the Government orders. In 1941 the
Government reviewed the position of each district hoard and directed an increase in the
rate of education tax, to provide funds for the introduction of the revised seales of P‘!‘;
for ite teachers. The tax was further enhanced i subsequent years to enable the b""de‘“
to grant increments to teachers in the time-scales. e
; The tax was enhanced to the extent mecessary in each case and no conventional 4
himits were laid down, |

(2) In 1942 the Grovernment introduced a scheme of dearness allowance for theip
employees. The scheme was communicated to local bodies for adoption in l'espect of
their employees if their finances permitted the additional expenditure involved Mal
local bodies did not adopt the scheme on the gronnd of paucity of fnndé In 19'13 ﬂly
Government decided to divect all local bodies to grant dearness a’]lowance‘t(; their t\ ' o1 16‘
at the rates in force for Government emplovees and also decided to s;m('-'tinn‘t) t(’{{1(1161:
hoards subsidies towards the deficit on account of the additional expen(lih;“ lh‘ it]“
examining all the possibilities of improving the resonrces of the boards—the sul;d1 =
any case not to exceed the full cost on dearness allowance. The position of eacl 51]' 4._\‘ ol
board was examined and an increase in the rate of education tax was Olﬂereﬁttl \ _l'sh"'lct
funds for the grant of the allowance. . ‘ e

The fcllowing principles were adopted in increasing the fax:—

(i) District boards which derived an income of less than Rs. 2 lakhe from
anna of land-cess (less than Rs. 17,000 from one pie of tax) were taken gg distl:ictq( “_11 f”{‘i
were 1ot well-to-do and in those cases it was taken that the rate of tax 66111;{ .x:. 1,1;
most be raised to 12 pies. ¢ at the
(ii) In the case of other district boards (which were well-to-Go), it. was taken

that the rate of tax' could be raised up to 14 or 15 pies according as the incomikt"t x\ltx"
Die of the tax was lesthan Rs. 81,000 or Rs. 31,000 and more. e T
" Tn the case of the District Boards ¢f Bellary and Kurnool, the tax P
e\v'en to 12 pies—the conventional maximum—under the orders of the t’h:‘n‘ »'\Iivi%etri-‘
Government. In a few other cases, e.g., Tanjore, the rate of tax was not 1 Aé o
the conventional maxinium as there Was no need for it. o R
(8) In 1947, the aovemmerl
teachers in elementary schools und
that the entire expenditure on the o

£,

wrdered the introduction of revised seales of pay for

1) Uik =il ., Seales by .
A_..ll'ocal 1)9(11(%: The decision of Government was
evision of salaries should be met by the local bodies
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fromm their elementary education funds. Information about the additional expenditure
mvolved was calied for and fuhe rate of education tax was raised to the extent necessary
in euch case. The conventional maxima previously adopted were not followed.

The rate of education tax prior to 1941, the enhancement ordered to provide funds
for meeting the expenditure under items (1), (2) and (3) above and the present level
of education tax in the several district boards, are indicated in the statement attached.

3. The rates of J‘(-m‘ness'alln\\';mce.. which allowance came to be granted in 1942
for the first time, have been increased in 1948 and district boards :

: : . we incwrring further
expenditure on the grant of the allowance to their teachers at the

. new rates.

To meet the cost of dearness ﬂll_ou‘uncc' AT THE OLD RATES the education tax was raised
in the case of all district boards with reference to the formula in paragraph 2 (2) above
and a subsidv was paid in cases where it was not possible to meet the cost of the KN 3
allowance with the proceeds of the tax.

In the case of the District Board, Coimbatere, the tax was raised from 12 DT
14 pies in 194445 : a subsidy also was given in that vear and in 1945-16. In 1946G-47
and in 1947—48 no subsidy was paid as the district board was able to meet the cost of
dearness allowance with the proceeds of the tax and from contributions from the General
funds or from ° toll-compensation-grant >’: For 194549, it was - suggested that a
subsidy: be paid fo the district board towards a portion of the cost of dearness allowance
at the old rates as there was no other source from which this expenditure could be met.
In that connexion the Finance Department raised the general question of the eligibility
of local bodies for a subsidy for dearness allowance even at the old rates. They pointed
out that the decision taken by the Government in 1943 that local bodies might be directed
to grant dearness allowance to teachers at Government rates and that subsidies might
be paid towards the deficit resulting from the additional expenditure. did not hold good
for all time and that the Government were not committed to it indefinitely. The
Finance Department urged in that connexion that it is the primary responsibility of every
local bodv to avoid or reduce a deficit by resorting to taxation to the maxinium extent
that conditions would permit and that the question of a Government subsidy should ayise
only if after exhausting all resources, a particular_ local body is unable to avoid sz
deficit. - They, therefore, suggested an enhancement in the ra?e of education fax in the
case of the District Board, Coimbatore, even to cover the deficit anticipated on the erant
of dearness allowance at the old rates—although the District Board was eligible for 2
subsidv from Provincial funds towards the expenditure on dearness allowance since an
enhancement of taxation had already been made for the same purpose.

This department held the view that the dqcision to grant snbsi’d.\r towards the cost
of dearness allowance at old rates should continue to be in operation so long
hodies were under a liability to incur expenditure on dearness allowance.

When the file was circulated, the Hon’ble the Premier desired that the
shouid be discussed at a meeting of the Cabinet. The following were the

““ Mav. be enhanced.”’

as local

point raiged
minuteg ;. —

B. G[orara Reppr]—10-9-4g.
¢« We will have to discuss about this in the Cabinet.’’
O. P. R[AMASWAMI REDDIAR]—3-10-48,

“ Phis is a matter th.C'h calls for immediate decision, as delay means losing money.-
T am agreeable to either thing being done: If we increase it imoediately , the Provineial
exchequer will save. If not, we may have to pay it, but if we increase it in the middle
of the vear there 1s difficulty in collection. The Hon’ble the Minister for Finance and
the Hon, the Premier may decide.”’
T. S. A[VINASHILINGAM CHETTIVAR]—11-10—48

<t Place it before the Cabinet as ordered by the Hon. the Premier.’’
K. C[HANDRAMOULT ] —18-10-4§
** Cabinet may discuss.it,”

Ba G[oPsrs Reppr]—20-10-48

0. P. R[AMASWAMI SREDDIAR |—26-10—4g
4 (1) To meei the cost of revision of salaries, the rate of education tax has alreyqge
heen enhanced in all district boards except Bellary. In the case of Bellary. it yag
suggested that the tax might be raised from 10 to 19 pies. The Hon’ble the Premjer

ordered that the decision of the Cabinet on the general guestion of levy of education tg»
miocht he awaited. The following minutes were recorded in that connexion :—
o ; K e

« A1l on a sudden, increasing nine pies 18 too much.
O. P. R[amaswaMI Reppiar]—1-9-18.

"\"?:‘.-- i b

or the Provincial "Government ' must

GG iy o X ¢ increased . ~ :
The education ‘cess has to be increa {0 have any other @lterative

meet the expense. Tn' view of our finances, we do not seem Rtithe Eonibie e
than to increase the cess, If the Hon’ble the Minister fox I‘.Imm-ce X hey mai' state s
Premier think obherwise.und feel that we can ‘make @ contl‘lb‘m?l.l-’ttl]e? k ...‘h;)" wih"ofx
but then, we will have to make that contribution to the Othe_r dls,.t 1?‘-*0 e s b
have heen working at a deficit and still paying & high TaRROLCes:

ccAN  CHETTIYAR |[—16-9-45.
T, S, A[VINASHILINGAM (HETTIYAR | A4S

oubt is a hardship to the poor villagers

. jelt QI - - it hoardss I find no alternative
but under the existing financial implications of the disti lCt-hO:ﬁbUtiO“ to she p‘om‘l and
except that the Government, should; pay @ soet of extra ¢o i L

¢ T : s - accepted.’
deficit district, hoards, Otherwise the increase of tax should be accef ] 50
: : K. C[HANDRAMOULL J—19-9-48

“ A sudden increase of taxation no d

““ Tuet not the Boards expect anything more Trpi s ({U;mmomil1113():\.%il)i]J€:1"

; ks S 2 , ts come - uresistible.
thera rely on their revenues. Txceptionsbecdme: precedents and , become S £ “
3 iadel B. G[orara REDDI }==20-9-48. ;-

1L ] e A e
! : 5 s ; s opnieral question,

This may await the (abinet deersion: on the ¢ )l A \

i : 0. P. RIAMASWAMI REDDIAR [—15-10-48,

District Board, Salem, was raised from 17

9) The rate of education tax for the 20¢ Ly :
) gihedtaig [ ost of revision of salaries. Representations

3T pies ovide ds for meeting the ¢ :

g:“i‘ }}:g” f.gcgil;z(‘llcfofﬁl?: etiT:lctn?(hut the enhancement sh(3llld be cancelled or:postponed.

Tn this' case the Hon’ble {le Premier otdered. that the subject might bef put down for tho

informal meeting of the Hon’ble the Ministers. | (Presumably, he refers to the Cabinef
meeting.) The minutes recorded are ag follows:— i b

“ Tt is improper to increase S“dqenl." from 17 pies to 37 pies.” The department

should teduce the burden of the ryots.” )

0.'P; R[avwaswaiy REODIAR[—13-8-48.

soyT 100 3 o . 11 t 1 3 4 )
““ The request made by the Salem Djstrjct R,om'd S tl_;u.r tlnj enhuncement has
been made in the middle of rthe yearsand that it miy come into e?xecli from the next
vear. The burden upon the Provincial revenues. if the collection s postponedy to
A | next vear. will be about four lakhs. Tf it is the mteptlon‘ of the Hon'ble the
Premier that the coliection may be postponed in view of his note above, we may
have to pay this four lakhs. The Hon"'hle the Minister for Finance and the Hon'ble the
Premier may kindly decide the matter.” - I
; T. S. A[VINASHILINGAM CHETTIVAR]—14-8-48,

“ T agree with the Hon’ble the Premier that the sudden inerease of the rate of
education: from 17 to o7 pies causes undue burden. on the rvots. On the other hand.
unless this is done it is not possible for the, District Board fo find the monev required
for meeting the extra expenditure on accaunt of the revision of scales of pay of ‘its
servants, If this additional cost is borne by the Government there is no objection to
postpone the collection dccording to the increased rate to next year. The ,éugg()gtiml
made by Local Administration Department to levy an education cess on the general
salss tax seems to be good and may be consideréd as an alternative. This has. hdwe‘\*m;
been. turned down by the Finance Department as not feasible. Anyway, the \\'lml(;
matter may be decided by the Hon'ble the Premiér in consultation ‘with the Hon’ble the
Minister for Pinance as suggested by the Hon’ble the Minister for Bducation.”

K, ClHANDRAMOULT|—16-8-48.

“ Please see ‘A’ above. Why should the Government bear four lakhs of
rupees? Whatever is done, Govm'nmen’.t shml}fl not be put to any additional expense
on this score. Best thing is to allow 37 pies. .

B. Glorara Reppi]—21-8-48.
“ Include this for the informal meeting.” =

0. P. R[MASWAM; REDDIAR]—21-10-48.

¥
5. As stated in the beginning of paragraph 3 above, in January: 1948 the Government,
mcreased the rates of dearness allowance to their employees and instructions directing

similar increase in the xates of dearness allowance paid to employees of local bodies were
also issued. “

A sum of Rs. 17 lakhs has been provided in the Provincial Budget to meet the
expenditure on the payment of subsithes to district boards towards the grant of dearness
allowance to their elementary school teachers at the increased rates.

2



4

4

r 4

y

The auestion whether. the  rate of education tax should be raised further so as to
s D - . - n

Tt lthe liability of Government in the shape of subsidy for dearness allowance has
been . examined!im consultation with “Liocal Administration and Finance Departments.
g views have been expressed by the departments:on the question :—

f

The followin
ot (112Y 7 .+ LocAL, ADMINISTRATION DEPARTMENT.

* ¥* 4

= s ; : »

o Areiot Boards, there has been a complaint that the entire burden of the
i oAttt o i I?t:;arv education has been la.idpon holders of agricultural lands; by
f;} en rate of eduwcation raising .the rate of educaion cess very h-lgha’:

e pgint Faise“d"g‘;’:‘f,%a;er sont of land revenue ; At the instance of the Hon’ble the Premier
o;xt.l’gg?ggsli?sozlf:crsgximum rato of eduecation tax will ‘thiﬂ question has been examined by this de-
i 40 progs ; t 'Eiu;,mlent :elzld this departmevnt‘aclllfﬁ1 silslgdg(;’is;‘ﬁ(:

: = : education cess shou e limi to two annas an at de

?,l,m&,? eelr:;?r:;laf; r:;ﬁc(;ﬁiion funds of district boards should be wiped off by grant from
Government. the necessary funds being found by increasing the rates of the general (slales
tax, This i; intended to distr}bute the burden among al.l classes of people ms’;,lea. of
laying it on the holders of agricultural lands alone. This departinent may adhere to

this view.

increasing cost of eleme

- > * & 0

Trom 1949-50. the deficits in the elementary education funds of «1vist,1'i.ci huz‘u'ds will

be much greater than 'in recent years, because the arrear toll compen:_;&tlmf_ of Rs. 48

lakhs. which district boards were given during each of the four years (\ndmg__\“t]? 1948'%9

and which was partly utilized to meet the deﬁc?t. in the elementary education fund, will
cease from 1949-50. ! ‘ :

A conventional maximum may be ﬁx'ed. by Government for t»he_z rate of gducatnn

cess and when a district board has a deficit m the e‘le_mentar_y education fund even after

| levying the education cess at t_he conventlonal maximurm rate, grants may be‘ given by

! Go\‘er;ment to meet the deficit, whether the de{?cxt 15 cansed by the grant of dea.rn’ess

alldwance at the rites originally sanctioned in 1942 or at the enhanced rates sanctiored

in 1948.

BFINANCE DEPARTMENT.
» .. S by i

The sales tax has recently been increased and the consequences of a further increage
o alf b; f(;regeen In any case, it is the only important source of revenue to the
P o AL EBE 2 = <& 3 3
E’rovinca which can be regarded as ‘‘ elastic °’ and this department must strongly Oppose
any proposal to increase it merely to benefit, either directly or indirectly, local hodies,
V&'h}eﬂp tl?e indications are that the Provincial Government will. hereafter, have to tap

i poqsible source of revenue fto ma.iptuin a moderate level of services to the com.

munity. : ‘ . 1AL At
Nox: can the Governiment, with the p%'ospec'tv of “recurrmg deficits in th.e futu‘]fe'
aoeont  mach Jess . initiate, any proposal which will hqu fh(:l dn'egt eﬂ:’ecf; of Increafing
SEGRRL s that they will be called upon to pay to local bodies. Such will be the efiect
ﬂée gnb:;l:]ll:;g C;l maximum of two annas;in the rupee to the rate of education cess nd
i;ilgll]’?:; would advise against the proposal.
. Al » » y E *

T think. nevertheless, that fixing % maxinn.lm O i-n i eyes s e ilm—
ot the moment if the effect will be to-increase the rate to S()methlﬁg_neu_r ‘h'th
s ('.\\d'y"\ ;i Lictricts. Tt cannot be denied that a rate of 40 pies in the rupee 1s high in
f;;j:‘llllf‘.'dll;](]dfl'()(l.n’-!l the point of view of Government it is .impvm.’f;arit only to ensurIe that \the
avment of subsidies is avoided or reduced ith as many dl"t_'“ctb as possible. 7 f the tosb
’d'\,‘XH'(“ll tof subsidies is'avoided in say 21 distriets, i mfuld not very much matter if
;)}Te {(({i)(:::nmenf have to give subsidies in the three e dl’gt“(i\ 7I_ ‘“l that (;}]l.‘/

in Qalem id a vaté ot 43 pies necessary and 1 all the TETRAIFRE SIS UTE iR e S TG ate
£ 38 pies would be sufficient. [his departmiént may therefore S‘lz‘iﬁ*‘*fr]*‘f” for the
of 36 pies ite of 86 pies he preseribed as the maximuin. This departmient need Nof

present this ; : e : s Gover ¢ i > Salen
" ioher subsidy that will have to be given by the Government in the Salem
o ?,

=‘;§»‘['(-('1" to the b :
distriect by adopting
»

this maximum.
* * * a5

f//
/"4 > /s O\
AR
A

g i : Thave it may be pointed out that the

As regards Liocal Administration note at P ' .ﬂm‘u It may .{1 uld b-mnce( il
Government of India have advised that Provincial (,10\'9"””131“.\] : (1 1)1‘11(6 f

SN : - qccumulated surpluses of pre-

budgets without having recourse to reserves made up of accumu ‘Lmt?l{l e ,Al lle'

vious years. In view of this, it will be necessary to eftect Mm]dmm‘l i lm G 'L'] e

ture even on the existing level of activities, 1t will not be po:\'slhl% h’i‘ the tmt\];ilmi'ltnt

CLoE i T : . T BT oes not, therefore,

to nndertake any fresh liabilities particularly of a recurring nature. '_I - le.t e by wav of

seem -~ desivable to conumit the Government to huge additional expend! H“f 4

additional subsidies to district hoards to cover deficits ag the present moment.

REpucATIioN AND PuBLIC HEALTH TDEPARTMENT.
* * * * #

The Finance Departinent hold the view that the rate of education tax “l.‘"“m be
raised up to three annas in the rupee of land revenue and that only if the distriet board
is not able to meet the additional expenditure on the grant of dearness allowance even
from the extra income derived from the increased rate-of education tax at three annas,
the question of payment of subsidy may be considered. This Department at first sug-
gested that the rate of education tax might be raised to meet the entire expenditure on
the grant of dearness allowance to teachers at increased rvates, if no conventional maxi-
mum was to be adopted in regard to the enhancement. Tf a conventional maximum of
40 pies in the rupee of land revenue was fixed, the rate of education tax might be raised
In all cases 10 meet the entire cost of dearness allowance at increased rates except in the
case cf Salem. In Salem. the tax should be raised from 37 to 40 pies (conventional
maximum) and a subsidy of Rs. 60.000 paid to the district board to meet the expenditure
not covered by the additional income from tax. If the suggestion of the Finance
Department is accepted, the position will be the same as explained above except in the
case of Salem where no enhancement of tax can be ordered and the subsidy pavable
would be Rs. 1:19 lakhs instead of Rs. 60.000. The suggestion of the Finance may
perhaps be accepted.

But if a subsidy is not to be paid even towards t’he.;,.;'rant of doan?es‘:\' allowance at the
old rates (Finance's view—paragraph 3 above) and if the expenditure on account of
that is to be met mainly from the proceeds of the education tax, it will not be
M | sufficient even if the rate of tax is raised to 36 or 40 pies. That limit will have to
he exceeded In many cases.

2 * ¥ * *

The minutes on this question are extracted bhelow :—
¢« This matter has hee_n coming agam and again with reference to varions districts
A | in different files. I think we must have a uniform policy. The matter
discussed at Cabinet level. A comprehensive note mav he prepared
be referred lo the Cabinet.

may be
and put up to

T. S. A[VINASHILINGAY CHETTIVAR]—27-8-48,

“ When a note is prepared, it should be done in

('nn\u]tution with [Loc
mi 1 10C
A dnlln]ﬁh‘ﬂhon De pu)'tl‘«\en’( .” al

K, ('[H.»\XDRA]ML‘1,1]_:?;1_\\‘__}3.
“ T agree with A above.”

B. Glopar REDDI |88,
) ok
S Rl AMAswiarg REDDIAR]—15-10-48,

6. Orders are solicited on the following points :—

(1) whether the Grovernment ‘\'.IH. l(]llm»r“m‘) to sanction subsidie
towards their expenditure on dearness d .(\).\\ Mee to their teachers at
prior to 1948. (The subsidy for each }_f“'.l' will he determined witl
deficit anticipated in the elementary education fund aceount) :

2 to distriet boards
the rates in force
1 reference to the

(2) whether the maximumn rate of "‘d”‘,‘”“l“l tax to be adopted for distriet boards
should be limited to 24 pies in 111'(- rupee of land yevenne.
Admiristration Departient. or to 36 pies, as suggested by
regwd being had in this convention aljo to the decision that mav be taken on (1) above
(Tn the case of district hoards where the rate of education tax has exceeded this ’ »\(.
tional maximun, the increased rates will he allowed to continue) ; .z\ud Chlges

as suggested by the liocal
the Finance Department
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\ MEETING OF THE COUNCIL CF _5/II1\J'IST RS HELD AT FORT
ST. GEORGE, MADRAS, ON FRIDAY , THE 24TH DECEMBER 19%48.
(3) whether the rate of education tax should be raised so as to provide f(un:]s for RA R A KR AR KKK
the grant of dearness allowance to teachers at mereased . rates sanctioned (in 1948, ﬂ?)‘i‘ ; :
extent t5 which the tax should be raised being settled with regard to the orders on (2) _ | The Hon'ble the Premier presided
abova.
M, V. QUBRAMANTAN—I10-11-48. ' PRESEN‘I‘_
_ 1¢ The Honlble Dr. T:3.5. Rajan
C. 2. The Hon'ble 3ri M. Bhaktavatss
TN 0 Lo} = st D) Sdlam
ANNEXURI!. : \ﬂé‘? '« 3. The Hon'ble Sri B. Gspals Reédd:
Enhunfiiiiib ordered for, N ,ﬁiﬁ?i‘e < “'; 2 4, The Hon'ble Sri HonShttaranma Reddi
Rate of Introducing ) made for ¥ ; S :_Tllle Hon'! ble Sl"?~ K. Chandramcul i
Name of district education the old ?lrant of Ingrodl,w“lo" Frogons Santin 6., The Hon'ble Sri T.S. &vinashilingam
i y revisec rate. earness M A ITA Al ] s Sed Rt i
board. S p;;*ilgslgg A we Ml allowance . ' 7. The Hon'ble Sri K. Madhava lMenon
28 byised 8. The Hon'ble Sri Kala Venkata Ran
‘ s 9. The Hon'ble Sri A.B. Shetty
(1 @ (3) (4) ) (8)! gt oal®aainy 10. The Hon'ble Sri V. Kurmayya
PIES. 11. The Hon'ble Dr. S. Yurubatham,
Anantapur .. L5 A 41 7 .- 15 27 6 : '
North Arcot .. .. his 41 73 2 10 24 5
SOUtHY ATcotih s makay BN 4] 1 6 3 15 3 Azenda
Bellary 2 2} b 3 4 St 10 4 : » .
Chingleput ., - s 43 73 2 13 27 4 , & Levy of Bducation Tax by Dkstriect Boards.
Chittoor D S TP 41 7} 2 13 27 i ! ' ' -
Coimbatore : 4] 74 2 10 24 5! '
Cuddapah 33 81 12 24 5 Order
East Godavari 3 i 5 6 21 24 I 4 ; ]
West Godavari 3% 6 5% 8 237 3 & It was decided that the propesals should be ,
e 3 o 5 51 20. 91 ‘ considered by the Sub-Comuittee that will examine the
Krishna 2 7 5 3 18 5 L question of improving the efficiency of elementary
Karnool 41 41 11 Sgy - 4 “‘ eduecat ion.
South Kanara. . 41 74 12 24 41 * | x ' “R.N 0.P. R i
H o & : , ' amasw Redd
Madura 4] 0 2 = 17 4 1| %6— 1%:48 jii, - e 4
Mulabar - 43 7 2% LY 30 6 | 'h ' '
Nellore el L, 2 7 S S 17 3 3 PREMIER
The Nilgiris .. o o, 41 9% 4 18 8 5 '
Ramnad i 3 ot S 81 2 2% 165 24 ?;‘ y
Salem els 43 4 23 2 g 6 4}
Tanjore 2 i 3 4 10 11 ‘ﬁ ‘
Tirunelveli 2 3 9 3 17 21 “ .
. E £ 5] ~ o h \
Tiruchirappalli v 5 4 i "l % 17 3 ,
Vizagapatam .. 3% St 2 18 3% { L '\/ L\
# The enhancement is intended to cover only a portion of the cost of revision. The question of further E ‘ A _ '
enhancerdent is still under examination. e =

+ Since raised to 24 pies. : ' . & P # :
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GOVERNMENT OF MADRAS.
MEETING OF THE COUNCIL OF+MINISTERS-HELDMAD FORT ST. GEORGE,
MADRAS. ON SATURDAY, THE 12TH FEBRUARY 1 @4 9o, = %

The Hon'ble the Premi%r;presided.'

PRESENT

1. The Hon'ble Sri T.S.S.Rajan

2. The Hon'ble Sri M.Bhaktavatsalam
3. The Hon'ble Sri H.Sitarama Reddi
4, The Hon'ble Sri T.S.Avinashilingam
5. The Hon'ble Sri V.Kurmayya

6. The Hon'ble Sri A.B.Shetty

7. The Hon'ble Dr. S.Gurubatham.

AGE

=

10. Elementary Education -'Improbing efficiency -
Levy of Education Tax by Distriet Boards -
Recommendations of the Cabinet Sub-Committee.,

ORDER . ' ¢
14 was decided that the -decisions;arrived at by the Cabinet
$ub-Co ttee regarding elementary education should be approved/

ay be tried im. 10 selected areas-in the province. As regards |
oint..(15) the decision was that the previous decision (i.e.,

* -1 zubject to _the modification that as regards the shift system it
P

| medium of instruction in elementary and secondary schools - Govt.

ogglndiaJsJRggolutIdﬁ)’will-stand. As regards the question of

;A Secretariat department should examine the matter and prepare a

levy of ‘education tax by District Boards it was decided that the
note for consideration by the Cabinet.

K.R.M,. \

it 14-2-1949 BB LS R ¥

\ 3 $1 <33 O0.P. Ramaswamy Redd

-, / | . PREMIER, '

"! ! KQRQHQ <
f!{

\ (True cOpy)

P o5 - v

A
y

Y
it




e ———— S —————ey,

Pl R e 2500
’/ 3 ?‘F&m. = e B —

WWMMM By wld 1

}’-&l%
WW’WMW cunol_plocact Bofre (g
M@&W s ‘Z"""‘""m-) o,

%/MAW A

AMaAz=l

&e%':a(j‘i},;

~7

. Vi
/Ug‘{. /~J~-'</

g v 1R

v Tonaad mm,wﬁ 4, %
eiolalio 5l ) oct/305 - 86 el % (4,{%
Mu_,am. e h“""\l",MA

\

Y g
S

-tuf,.w4mpaazwmz it schea :

cuw—ali/

R]m Vo “.‘.: :

N : &l
[t -"‘.,‘ Y - v ' ) \“k» \03 ‘:;:\‘JQ:‘E"/%’ “/FA
:%’/ v % R e S g

P

i SRR

1 what approximate uniform rate the provincial levy should be made.
. tion that the Government will continue the contributions and subsidies referred to in
| items (i) and (v) above, it has been worked out that the following rates of tax should

FDUCATION AND PUBLIC HEALTH DEPARTMENT.

NOTE FOR THE CABINET.

— e

[SuBsEcT.—Levy of education taz by district boards.]

N a bR}

The subject *“ Levy of Education Tax by Disfrict .Board’sth wgsbplazefi k.)efure e
Cabinet. The note prepared on the subject for discussion by the Cabinet is appended.
The points raised for orders were— : 3 gl

{1) whether the Government will continue to sanction subsidies }tlo d.lsm‘lc‘? b
towards their expenditure on dearness allowance to their teafchflrs E}‘Eht _e fuft-es in_force
prior t,, 1948. (The subsidy for each year will be determ;l)lt.a with reference to the
deficit anticipated in the elementary education fund account) ; "y

(2) whether the maximum rate of education tax to bepaonted for (district fhoprds
should be limited to 24 pies in the rupee of land revenue, ashsug:i;%ested b}' the ._Local
Administration Department, or to 86 pies, a8 SuggESted DY, 528 ma-_nce eRattnans,
regurd being had in this connexion also to the decision that ey be taken on (1) _above.
Tl ths caesofidistnetNoatis e m Pk aprate of education tax has exceeded this con-
ventional maximum, the increased rates will be allowed to continue) ; and

(8) whether the rate of education tax should be raised so as to provide funds for the
grant of dearness allowance to teachers at in,creased rates sanctioned in 1948, t'he extent
to which the tax should be raised being settled with regard to the orders on (2) above.

2. In its meeting on the 27th January 1949, the Cabinet considered  that educs-
tion cess ccllected by district boards should go to_a central pool, the rate of tax being
uniform throughout the Province and the proceeds being distributed to district boards
on an equitable basis on a consideration of the needs of sgveral”dlstnct boards.” At
its meeting on the 12th February 1949, the Cabinet decided " that the Secretariat
Department should examine the matter and prepare a note for consideration by the
Cabinet,”” The proposal has accordingly been examined In consultation with the
Departments of the Secretariat concerned.

3. The resources now available with district boards for expenditure on elementary
education comprise the following :—

(i) proceeds of education cess;

(i) Government contributions under section 37 of the Madras Elementary Edu-
cation Act, 1920

(iii) Government subsidies for payment of dearness allowance to teachers;
(iv) contributions from the General Funds of District Boards; and

(v) special subsidies from Government for  compulsory elementary education, !
ets,

4. If the levy of education cess is to be made a provincial concern, and, that too,
at a uniform rate, as proposed by the Cabinet, the first point to be considered is at

On the presump-

be levied according as the different items of the present resources are proposed t-:o be
brought within the purview of the tax:—

On what basis.

(1)

(@) If only the proceeds of education cess now levied by
district boards at varying rates are proposed to be
realized. { U

(b) If (a) above and the subsidies now paid by Government
to mevt deficits of district board elementary educa-
tion accounts by payment of dearness allowance at old
rates are proposed to be realized.

(¢) If (¢) and (b) above and the subsidies that may have

~ to be paid by Government to meet deficits in district
| board elementary education accounts by payment of

dearness allowance at enhanced rates are all proposed
to be realized.

(d) If (a), () and (¢) above and the contributions now
made by district boards from their general funds
are also included.

Uniform rate of
levy.
(2)
Twenty-six pies in
the ruppee of land
revenuse.
Porty-seven pies in
*Tthe rupee of land
revenue.

Fifty-one pies in the
rupee of [land
revenue.

Sixty-one pies in the
rupee of land
revenue.
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5. It was considered by this Department that these rates, especially (b), (¢) and (d),

were neither practicable nor justifiable. This Department further considered that the
proposal was open to the following objections also :— _ : L

(i) The above rates will effect stabilization only with l‘efel‘enqe to the ° existing
needs ’, leaving the question of- ‘ further expansion ’ unsolved. If, as proposed, the
expenditure on elementary education is to be met by a provmc_lal levy, there will be.a
scramble for funds for expansion and extravagance in preparation of schemes. Tt will
be very difficult to lay down a general plan of expansion gxll round, 1-eg111at_lllg ) T the.
same time, individual budgets of district boards and making a general adjustinent of
taxation to meet the whole cost. :

(ii). Another objection is that instead of leaving the cost of local schemes to be
met by local taxation, some district boards will have to raise sums considerably in
excess of their requirements. . g : '

i (iii) The objections raised against the recommendation of the \Vater-supply and
Drainage Committee to constitute a Water-supply and Drainage Fund by pooling the
water and drainage taxes and sewage farm revenues of local bodies will apply to
the present proposal. It may be mentioned that the Cabinet has since decided *hat the
recommendation of the Water-supply and Drainage Committee should not be accepted.

6. Considering all these aspects of the question, this Department Pproposed that it
was bettsr to keep the existing frame-work, adopting only a conventional maximum of
taxation, namely, 36 pies in the rupee of land revenue, imposing taxation up fo that
maximum in each case to the extent necessary to meet the expenditure, and, in caves
.wheve expenditure exceeds the proceeds of even the maximum ta3,|gubsidies beingieiven
by Government to cover the deficits, the other types of subsidies and contributions
continuing in all cases as before.

7. Local Administration agreed with the proposal of this Department. Finance

Secretary, however, noted as follows :— . .

*“ The object of the Cabinet decision Wwas ‘mavlnly to even out the varying vates
of ‘ education cess’ levied by the different district boards. At present, comparatively
well-to-do district boards like Tanjore and the Delta dl;%tl'lgi'is'm‘_lll. fihe north are aple
to raise substantial sums by a comparatively low rate W.hﬂ‘? 18 U¥GtS' 1l§e Salen} . Ananta-
pur, etc., will be compelled to adopt a. high rate if they aixe tod,:,et any appreciable sunis
by way of cess. The argument of local taxation fpr local needs may be all .'.'lgl}t if the

‘on is met by this cess. But this is not feasible and

entire cost of elementary educatl / : 2y :
there iS no good reason };th, When more a:nd more Of tl]e cost 1s falhng O'n Pr()‘vlnc_i.dl
finances, ths incidence of the education cess should not be made proportional to the

tax acity he people of different'distrlcts. This object will be achieved by
ﬁajﬂg S&Eﬁ;‘gmﬁr;’cﬁ t]g)ro.trl)ghout the province. What the rate should be will depend
on Whiéth-ar the Government will be content to raise a total su}xln lelqual to the,tOFal ‘of the
different suras raised by the different district bom’d§ O'rlvi’i‘; Ether ‘they "'wish ( t5 1aise
something mare so as to reduce the cost to the Prov1ncmh 3{9 e%um: or to have inore
margin for future expansion. When the tax is pooled the 1sti*1 ution may be made
mainly on ths basis of population, the number of schools and the number of children
undar education in the different districts—although some weightage may be given to
the districts in which the amount raised (at tbe umforng rgte)‘ 18 comparatively large.
The rate of the tax and the principles on Whlf*h the dJStl‘lbl'lt-lOD 18 ma.de aretdedai
which wil! have to be considered later. T consider that the idea of h;wmg a uniform
rate of tax (at so much per rupee of 13}1(1 'revenue) tl'lroughout the province and pooling
the vield for distribution among the district boards is a sound one al'xd further details
should bs worked out in pursuance of the scheme. This of course will involve saveral
amendments to the Liocal Boards Act ,etc.”
. T. N. S. RAGHAVAN—2] 2 49

s . - . 'e 1 M j i o etaro
The arguments of Finance ‘were counteéred by this Depaltllnent and Joint Secretary

noted in this connexion as follows :— i
““ The arguments of Finance for equalizing the rate, and p'oolmg the revenues
of all districrs may be justified on .ﬁsca‘l, but not on e‘duc'atlvon:ﬁl gl?unds. ReVenue o
related to factors like irrigation f&mhhe}s, and the va;rJetyf of cmp? zu]](‘ -m)t-ttodt.h.e popla-
tion, or what is more important, so far as education is concelﬂnec, 18 1,; ?gt!vl])ut»mn.
1+ tents ‘which, Finance considers, can be made with reference ?n-he nutnber of
‘\(IJ!Mmml]ﬁth;*'*‘ ’)(;pu]aﬁon mav not be easy, and will in all probability mean that the
status quu(m',ﬂ r:elfiain, though the district concerned may pay more m rh‘elsstt'lmn hefore.
The other argument that a lump sum is better than.the} (,l(tlt 71‘02(:)%]1&2150?(2; )];;:“,]f
advantageous. The ad hoe grants provide better ¢ pend

anid specific enforcement of policy ‘on the other.

| therefore does not deserve to be pursued on educational grounds
the rate in any district is below 2 conventional maximum which may.
@ )

schools an

The propos

—

&3 |
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be more precisely worked with reference to the weighted average of the present rates,
the district board concerned may be asked to recoup any expenditure required for
expansion, by increasing the rate.”

J. M, LoBo PrRABHU—I1-3--19.

Honourable Minister (Education) agreed with the views of Joint Secretary.

8. The file was then circulated to Honourable Ministers (Law), (Tiocal Administra-
tion), (Land Revenue), (Finance) and Honourable Premier for orders, with the following
note :—

““ May agree that so far as education is concerned, there 1s no necessity for
equalizing the educational cess collected in different districts in order to constitute a
commion pool far the entire expenditure on education. If Finance Department consider
that the land revenue now paid is inadequate in terms of the present value of money,
it is open to them to enhance the revenue consistently with the fall in the value of
money in which it was originally assessed. :

In order to remove the glaring disparities, the present rates of educational cess in

" different districts may be examined with a view to raise consistently with the expendi-

ture on education in that district and subject to a conventional maximum which may bLe
36 pies in the rupee, :
If this is agreed to, a note fo rthe Cabinet will be put up.”
J.M.L.P.—12-4-1949,

9. Honourabls Ministers (Law), (Local Admmistration) and (Land Revenue), and
Honourable Premier did not make any special remarks. Honourable Minister (Finance)
recorded the following minute :—

““ Cabinet note may be prepared. But I feel we can allow old order to con-
tinne—B. G[orar Ruppr]—19-4-1949.”

10. This note is accordingly submitted for consideration of the question again by
the Cabinet. The points for orders are—

(i) whether the proposal of the Cabinet that - Bdueation  cess: collected | by

district boards should go to a central pool, the rate of tax being uniform throughout the

| Province and the proceeds being distributed to district boards on an equitable basis on

a consideration of their needs ’’> may be dropped;

(i) whether the existing system of levy of the cess by district boards at varying
rat>s may be continued ;

(i) whether a conventional maximum of taxation, namely, 36 pies in the rupee
of land revenue, may be adopted, imposing that maxunum in any case only to the
extent necessary on a consideration of the actual needs of the particular district board ;
and whether, in cases where even the proceeds of the maximum tax are not sufficient
to meet the expenditure, subsidies may be given by Government to cover the deficits ;
and

(iv) whether the existing special subsidies for compulsory elementary educatjon
expansion schemes, ete,, and statutory contributions under the Elementary Educati(m’
Act, may be continued in all cases as before.

| .J. M. LOBO PRABHU,
Joint 82cretary to Government,

2 [Appendix
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- ' \ z TG ; i A in that xion that it is the primar
| ted to it indefinitely. The Finance Department ur; ed in that connexion th is the pri y
| ?ce’.;lll;(r)llllziﬁilit; t)f ltgvery locu}i body to avoid or reduce a deficit by resorting to taxation to the maximum
I extent that conditions would permit and that the question of a Government subsidy should arise only
APPENDIX.

"NOTE FOR THE CABINET.

[SuBieor.—Levy of education tax by district boards.]

The Elementary Education Act authorizes district boards to levy education tax as a surcharge
on land-cess. The Government have power to direct the boards to levy education tax or to raise
the rate of that tax. Prior to 1541 the Act authorized the levy of educati
of land-cess. At that time land-cess was levied at 18 pies in the rupee of land revenue - (since
raised to 24 pies from st July 1946;,. The maximum rate up to which i 3 3
was, therefore, 41 pies in the rupee of land revenue. The Governme
to give the district boards a contribution equivalent  to the proceeds of education tax realized in
their respective areas. The Elementary. Education Ate was amended in 1941 so as to divest Govern-
ment of the liability to make a contribution to the boards in respect of taxation imposed iy or
after 1941. At the same time, the maximum limit of levy of education tax (25 per cellt)Jwaq
removed and the Gevernment retained discretion to increase the rate with reference to the
circumstances of each case. The Amendment Act was brought into force from 8th July 1u41. At
that time the income derived by district boards from education tax was about Rs. 27 lakhs (the
present income is over a crore of rupees), and the Government were contributing an equivalent o
from the Provincial funds.

2. After the amendment of the Elementary Education Act in 1941, the Government we
from time to time, directions to district boards for the enhancement of the
The enhancements were ordered mainly to provide additional funds for
below : —

re issuing,
rate of education tax.
the purposes mentioned

(1) Prior to 1934 local bodies were paying teachers at fixed rates. In th
ment introduced scales of pay for teachers in elementary schools under Jjocal bodies. As the
funds of the local bodies ‘did not admit of the additional expenditure, most of the local bodies did
not give effect to the Government Orders. In 1941, the Government reviewed the position of each
district board and directed an increase in the rate of education tax, to provide funds for the
introduction of the revised scales of pay for its teachers. The tax wag f

. urther enhanced in s -
quent years to enable the boards to grant increments to teachers in the time-scales, G

The tax was enhanced to the extent necessary in each case and no ¢
laid down. ik

at year, the Govern-

onventional limj rere
(2) In 1942, the Government introduced a scheme of dearness allowance for their

The scheme was ’communicated to local hodies for adoption in respect of their emplol}'%eeesmi%lofs‘:lee?-

finances permitted the additional expenditure involved. Many local bodies di the

if : exhausting all resources, a particular local body is unable to avoid a deficit. They, therefore,
;13;222:21‘\I:Lzuzf;llllz%ncement in the rz?te of education tax in the case of the District Board, Coimbatore,
even to cover the deficit anticipated on the grant of dearness allowance at the old rates—although
the District Board was eligible for a subsidy from Provincial funds towards the expenditure on
dearness allowance since an enhancement of taxation had already been made for the same purpose.

This department held the view that the decision to grant subsidy towards the cost of dearness
allowance at old rates should continue to be in operation so long ‘as local bodies were under a liability
to incur expenditure on dearness allowance.

When the file was circulated, the Hon’ble the Premier desired that the point raised should be
discussed at a meeting of the Cabinet. The following were the minutes:—

‘“ May be enhanced.”
. B. G[orara REDDI]—10-9-48,
‘““ We will have to discuss about this in the Cabinet.”
O. P. R[aAMASWAMI REDDIAR]—3-10-48.

‘‘ This is a matter which calls for immediate decision, as delay means lqsm_g money. I am
'1g1'een.l')]i‘léliolsei§her thing being done. If we increase it immediately, the Provincia] exchequer will
;ave If not, we may-have to pay it, but if we increase it in the middle of the year, there is difficulty
in collection. The Hon’ble the Minister for Finance and the Hon. the Premier may decide.”’

T. S. A[VINASHILINGAM CHETTIVAR]—11-10-48.
‘“ Place it before the Cabinet as ordered by the Hon. the Premier.’
J K. C[HANDR-;\MOULI]—IS—?[O_;;S.
‘“ Cabinet may discuss it.”’ ;

B. G[orara REepDI]—920-10-48.

0. P. R[AMASWAMI REDDIAR]—96-10-48.
g meet the cost of revisicn of salaries, the rate of education tax has already been enhanced
in aﬁ d(lls)tr?gt boards except Bellary. Tn the case of Bellary, it was suggested that the tax might be
raised from 10 to 19 pies. The Hon’ble the Premier ordered that the decision of the Cabinet on the

general question of levy of education tax might be awaited. The following minutes were recorded
in that connexion:—

‘“ All on a sudden, increasing nine pies is too much.”’
O. P. R[AMASWAMI REDDIAR]—]-0-48.

‘“The education cess has to be increased or the Provincial Government must meet the

! d n ; . : g ther alternative than to increase +
scheme on the ground of pausity of funds. Tn 1943, the Government decided to doil(i"ec%:doapl1J lthel % Sshetas sl l‘;Ilew’l:ﬁf 0}11 f%}lgl}cfs" Tfvgl‘ (%)ilf'fr?c:eigldtghlo}nl‘?.[eorf’lll)lye OthleelPremier think otllerwligglgigfia ftél ?
bodies to grant dearness allowance to_their teachers at the rates in force for Government emp] e c?,?s, 'If the (;fl S ib ui:'ls elﬂ ey Sbatoraol but Lhem ‘we will Have to make that contribut; =
and also decided to sanction to district boards subsidies towards the deficit op account of thl S thay we can ":1‘.1 SO Cﬁnt“d u 11‘"1’ ‘11e‘y ) hz.vle Sl orking aba1deeit sand tebill Do :lgcn
tional expenditure, after examining all the possibilities of improving the resources of t} Ruadd to the other district boards also, which ha gh rate
the subsidy in any case not to exceed the full cost on dearness allowance. Tlesp?)'sizizﬁl hofardx;__ oftcessl A g C
district board was examined and an increase in the rate of education tax wag ordered Ot each T. S. A[VINASHILINGAM 'HETTIYAR ]—16-0-48_
funds for the grant of the allowance. 0 provide ; | .

: ey e ; “ A sudden increase of taxation no doubt is a hardship to the poor villagers but under the
The following principles were adopted in increasing the tax:— existing financial implications of the district boards, I find no alternative except that the Govern-
(i) District boards which derived an income of less than Rs. 2 lakhg from an anng £ 1 ment should pay a sort of extra contribution to the poor and deficit district boards, Otherwise the
cess (less than Rs. 17,000 from one pie of tax) were taken as districts which were nog well-t, Ud e increase of tax should be accepted.”
in those cases it was taken that the rate of tax could at the most be raised to 19 Dios. o-do and K. C[H-‘“\'DRAMOUIJ]-19—9—4:3_
(ii) In the cgse oftotlllzr dlsltrxct boards C_(lWthh were well-to-do), it waq taken that ] v :
s Gl Lo sl el ot 15 pies according as the income from a pie f o SALote ““ Let not the Boards except anythi e from the Government el :
i a - 3 anything more from the now. Let them o ;
than Rs. 31,000 or Rs. 31,000 and more. Dle o lthe tax was less revennes. Exceptions become precedents and become irresistable.’’ rely on theiy
Tn the case of the District Boards of Bellary and Kurnogl the tax wa - : ’3 B: Glorapa REDDI]--90_0_4
12 piesn—the conventional maximum—under the orders of the then’ Advisz?;’ ‘é%bv elll.Ot raised even to . . 1 o 1--20-948.
other cases, e.g., Tanjore, the rate of tax was not raised up to fhe conventions) n?&?ﬁﬁn In‘ a,thfe‘w *“ This may await the Cabinet decision on the general question.?”
was no need for it. ) : ; & Waximum as there 0. P. R[aMaswamr REDDIAR-]‘l'S—lO--LS
(3) in 1947, the Government ordered the introduction of revised scales of : : L (2) The rate of education tax for the District Board, Salem, was raised £ = o
o k . s Pay for teachers in . f : 2 : ) > ratsed-from 17 to 37 pies +
elementary schools under local bodies. The decision of Government was tha A il A de funds for meeting the cost of revision of salaries. Representation. 7_Dies to
on the revision of salarieg should he met by the local hodies from e that the entire expenditure £ BIOVICE ions h

i iti i i ir elementary educat; A
Information about the additional expenditure involved wag called for and the th og lgclllt;zz?xlélofrll] ntﬂ\'
was raiserd to the extent necessary in each case. The conventional maximsg, previously adopted were
not followed. :

The rate of education tax prior to 1941, the enhancement ordered tq provide funds for meet;
the, expenditure under items (1), (2):and (3) above and the pres i ol meeting
several district boards are indicated in the statement attached.

3. The rates of dearness allowance, which came to he granted in 1942 for the
have besn increased in 1948 and district boards are incurring further expenditure on the g
allowance to their teachers at the new rates.

first  time,
rant of the

To meet the cost of dearness allowance AT THE oLD RATES the education tax was raised n the cage
of all district boards with reference to the formula in paragraph 2 (2) above and a subsidy wag paid
n cases where it was not possibie to meet the cost of the dearness allowance with the pProeeds of

the tax.

In the case of the District Board, Coimbatore, th? Eax'wals ]']aéi‘gl-l’f'r?md 112] If:)i%—a% 111%) }‘)i%.si'.inl_
1944-45: a subsidy also was given in that year and in 1)49—4({. 1\n 1946~ il (“,lrm -Ie Lo ),;',1 .,,‘v.d]y
s ;);ﬁri as the district bhoard was able to l'lieet the cost of « earness 1(11 owanc iy rqntl”ou](;(?

“the tax and from contributions from the General funds or from to'-compensa‘l_ gra e For
o P!]l (L(l"\u pecn roested that a subsidy be paid to the district hoard towards a portion of the cost of
e R b“éhei the old rates as there was no other source from which this expeudlbuye_ep,;]]d
’denrn‘esﬂ ;)'Illngﬁlrécio{rime\'ibn the Finance Department raised the general question of the eligibility
je met. I[n that conne: ]

ent leve]l of education tax in the §

' ) ave heen receiveq to tl

effect that the enhancement should he cancelled or postponed. In thig cag ] i
ordered that the subject might be put down for the informal meetings of Eh‘;ﬁh%gl?lnlble]the Rintels
(Presumably, he refers to the Cabinet meeting.) The minutes i e

' | , recorded are ag Ffollows : —
Tt is improper to increase suddenly from 17 pies to 3

7 pies. The depay
the burden of the ryots.” department

should reduce
it - 0. P. RIAMASWAMT REDDL\R]~13-S—-18.
o Tt pe 08 lfcy iih(:,&ivlmcl:nl)fti;lgt Bﬁ_ard 18 that this enhancement hag been made in the
middle of the year and _th«'zr collettion 5 5() ellect from the next year. The burden upon the
Provincial l'e."’enmfasiuhl: Hltfn'ble the Pr.enll)i(g' %?gi(lﬂt]o neﬁt %\;f_ear‘ o A Inkh:. e
A | is the intention o have to pay this four 1*\1‘11; '[‘10 o s e biak o B L s
0 7 ] avy < *in ¢ 3 3 Ie ] : . i g ke
Hon};)(igetﬁ];o})er}}gﬁl:n]':]yay e matte\r." Hon’ble the Minister foy Finance and the

T. S. Alvivasmrixgaa CHETTIVAR]—14-8-48.

¥ ) o .
‘“T agree with the 1301; I;)lg "fihe Premier that the sudden increase of the rate of education
from 17 to 37 pies causes un ]_;l ol Yé enf on t%w ryots. On the other hand, unless this is done it is
not possible for the District Bos o tind the money required for meeting the extra expenditure

. , revision of scales of pay of its servants. If this additional cost is borne Fv the
on accounttoihg]:‘g ;s no objection to po.stpqnq the collection according to the increased ?'ate to next
GO"‘emmlen suggestion made by Local Administration Department to levy an education cess on tle
Tleeis‘ Tax seems to be good and may be considered as an alternative. This has, however,
L 1 down by the Finance Department as not feasible.  Anyway, the whole matter may he
heen turnec he Hon'ble the Premier in consultation with the Hon'ble the Minister for Tinance as
deﬂ'idi"{}efﬁ);ﬁ ﬁLe Hon'ble the Minister for Education.”
suggeste &

year. :
general sal

£ local bodies for a subsidy for dearness allowance even at the old 1‘:111)368.61‘ -'nyl P%glt‘;}_ﬂ%‘g fl}ézﬁrgi(:
{(}I(’C?:']":)i] taken by the Government in 1943 t[h(z]t 1l}oca% bg(ilelesm?éﬁéltbe ep']ildleigﬂ Sfru'ds i et

s o LR + @ rnment rates and that subsidies mi 2 A e 9
ﬂ'”(j“;;do]g} t’ife%ﬁ]};};ﬂ;f (S‘;?Xezélittlx'ie did not hold good for all time and that the Government were mot
ing fr *1 J — e

K. Clnaspravouri)—16-3-4g.



¢ Please see ¢ A ’ above. Why should the Government bear four lakhs of rupees? Whatevet
is done, Government should not be put to any additiona] expense on this score. Best thing is te
allow 37 pies.”

B. G[orara REDDI]—21-8-48.
¢ Include this for the informal meeting.”’ ;
0. P. R[AMASWAMI REDDIAR]—21-10-48.

5. As stated in the beginning of paragraph 3 above’ in January 1948 the Government increased
the rates of dearncss allowance to their employees and instructions directing similar increase in the
rates of dearness allowance paid to employees of local bodies were also issued.

A sum of Rs. 17 lakhs has been provided in the Provincial Budget to meet the expenditu:
on the payment of subsidies to district boards towards the grant of dearness :1llowa.ncel to ;‘,he“i‘ir
elementary school teachers at the increased rates.

. The question whether the rate of education tax should he raised furth
liability of Government ir the shape of subsidy for dearness allowance has
tation with Local Administration and Finance Departments.

er so as to minimise the-
been examined in consul-

The following views have heen expressed by the departinents on the question:—

Locan Apminis TRATION DEPARTMENT 5
& = * * &®

As regards district boards, there has been a complaint that the entire burden of the i g

cost of elemenfary education has been laid on holders of agricultural lands, by raising ethlélcz_ziguzgf
* The point raised was that the rate of eduncation tax should i?ucgl?:}blceslsl Py l'ligl}*' At 11e instance of
not, exceed 33-1/3 per cent of laud revenue; on this basis the 2900 d % t el 'Preilmler this question hag been
maximum rate of educatlon tax wili ve 40 pies, examined by this department and this depart-
; iy ment has suggested that the maximum. rate of
education cess should be limited to two annas and that deficits in the elementary education fundg of
district boards should be wiped off by grant from Government, the necessary funds being fouudsl?
increasing ‘the rates of the general sales tax.. This is intended to distribute the burden among ail

classes of people instead of laying it on the holders of agricultural lands al i s
may adhere to this view. L . i "I one- This department,

* * * * %

Trom 1949=50. the deficits in the elementary education funds of district boards wil
greater than in recent years, because the arrear toll compensation of Rs. 48 lakhs,
boards were fnren during each of the four years ending with 1948-49 and which wags

to meet the deficit in the elementary education fund, will cease from 1949-50.

1 be much
which district
partly utilized

A conventionzl maximum may be fixed by Government for the rate of education y

a district board has 2 deficit in the elementary edugation fund even after lovying ctelfg zg(llw:‘gllg,n
| cess at the conventional maximum rate, grants may be given by Government %o meet, the d:l*icit:l
i whether the deficit is caused by the grant of dearness allowance at the rates originally sanctic 4

in 1942 or at the enhanced rates sanctioned in 19483. Y sanctione

FINANCE DEPARTMENT

S

\

,“j& , ; D
[/

' 4 i

[\
2, .

EpvcarioN AXD PuBLIC HEALTH DEPARTMENT.
* x >

The Finance Department hold the view that the rate of education tax should be raised up
to three annas in the rupee of land revenue and that only if the district bhoard 1s not able to
meet the additional expenditure on the grant of dearness allowance even from the extra income
derived from the increased rate of education tax at three annas, the question of payment of
subsidy may be considered. This Department at first suggested that the rate of oducation tax
might be raised to meet the entire expenditure on the grant of dearness allowance to teachers
at increased rates, if no conventional maximum was to be adopted in regard to the enhancement.
If a conventional maximum of 40 pies in the rupee of land revenue was fixed, the rate of educa-
tion tax might be raised in all cases to meet the entire cost of dearness allowance at increased
rates except in the case of Salem. In Salem, the tax should be raised from 37 to 40 pies (con-
ventional maximum) and a subsidy of Rs. 60,000 paid to the district board to meet the expendi-
ture not covered ‘by the additional income from tax. If the suggestion of the Finance Depart-
ment is accepted, the position will be the same as explamegl above except in the case of Salem
where no enhancement of tax can be ordered and the subsidy payable would be Rs. 1;19 lakhs
instead of Rs. 60,000. The suggestion of the Finance may perhaps be accepted.

But if a subsidy is not to be paid even towards the grant of dearness allowance at the old |
rates (Finance’s view—paragraph 3 above) and if the expenditure on account of that is to |
be met mainly from the proceeds of the education tax, it will not be sufficient oven if the
rate of tax is raised to 36 or 40 pies. That limit will have to be exceeded in many cases.
* * ¥* * * "

M

The minutes on this question are extracted below:—

< This matter has been coming again and again with reference to various districts in
different files. I think we must have a uniform policy. The matter may be discussed at
A Cabinet level. A comprehensive note may be prepared and put up to be referred to the

Cabinet.” T. S. A[VINASHILINGAM CHETTIYAR]—27-§48.

¢ When a note is prepared, it should be done in consultation with Local Administration
= 2
Department. K. Gl i,
¢ 7T agree with A above.”

B. G[orALA REDDI]—S-Y-48. °
0. P. R[AMASWAMI REDDIAR]—15-10-48.

: o e

rder e solicited on the following poin . - 't

6. Orders are s;)l lchovernment will continue to- sanction subsidies to district boards towards

i o Whet]her]t n dearness allowance to their teachers at the rates in force prior to 1948

(1,%11?11‘ eﬁ’igdlgglr‘b eglclh year will be determined with reference to the deficit anticipated in the
e subeid)

v education fund account.);
elemenza-ly']eH - the maximum rate of education tax to be adopted for district boards should
() pwd 15}4 ies in the rupee of land revenue, as suggested by the Local Administration
kg 111?11tedtto : tom% pies, as suggested by the Finance Department regard being had in this
]')epalt?g} gxlll "113(: to the deci’sion that may be taken on (1) above (In the case of district boards
2\(7)1111;11'(: 117119 rate of educaticn tax has exceeded this conventional maximum, the increased rate
will be allowed to continue.); and ; )
(3) whether the rate of education tax should be raised so as to provide funds tor the
orant of dearness allowance to teachers at increased rates sanctioned in 1948, the extent to which
tha tax should be raised being settled with regard to the orders on (2) ahove.

M. V. SUBRAMANIAN—]0-11-48.

I
¢ -
* * * ¥ 5 ‘i{ ANNEXURE. " it
| inhancement ordered for. Enhance-
. i — = — ment to be
The sales tax has recently been increased and the consequences of a further increase o e i Rate of b
foreseen. In any case, 1T 151§119d_ °n15’t ":Ifé’lﬁgz e of revenue to the Province which can be ; Name of district board. toucation  Introducing  grang of Tntroduction Photar] bl E
regarded as ' elastic ?,nd i .epall‘ ml 1 bodi: Oll-gh_‘ 0ppose any proposal to increase it merely \ to 1941. scales of -1?1(:‘?5;22 ot feniacd rate. allowance
to benefit, either directly or indirectly, local bo _le.ls, when the indications are that the Provinzial ¢ pay in 1934.  SUOWATEE. AeRLS: : at revised
Government m}l, hereafter, have to tap every possible source of revenue to maintain a moderate level : ( o A & 7 rates.
of services to the-community. 5 | 1) 2 3 ( ( = (6) o)
1 % $ . PIES. PIES. PIES. PIES. a8, o
Nor can the Government, with the prOSIl)'ect of f;ecurrm_g deficits in the future, accept, much less " il s v i b \ e 78 i i x-{z};s P‘Iil S.
initiate, any proposal which will have the { irect effect of increasing the subsidies that they will be p - North ﬂmot s A 55 4} 71 2 10 24 5
called upon to pay to local bodies. Such will be the effect of prescribing a maximum of two annas in : S0 41 11 6 3 15 3
the rupee to the rate of education cess and Finance would advise against the proposal. } ]S;OI]IIf/h Arcot o 18 1 it 42 % li) >
ar St o o o : .
« s ¥ & # (! Cﬁingf;pm e 43 73 2 12 27 4
4 ¢ e Jy o : ' GRiTbeorl LD S s 43 7 g %z 927 4
: rev s that fixing a maximum o ples In the rupee is also unnecessary at the ‘oimbatore o A o 43 7% 24 5
: I th'.’;kéh]e'e:,%?g;elgsﬂ be to incrgease the rate to something near that figure in all districts. It i 8315?13;)311 5 s o ol 33 81 i 12 24 5
moment 1 4 o that a rate of 40 pies in the rupee is high in itself and from the point of view of | B Codntatl b bt 3 7 5 6 - 21 2}
cannot be d Pptleis important only to ensure that the payment of subsidies is avoided or reducsd in West Godavari - . & 8 31 6 ok 8 237 3
Governmens tlA ts as possible. If the cost on account of subsidies is avoided in, say, 21 districts, it : Guntur .. i s sy 3 7 5 5 20 24
as many dlSvl'lC sm~u o ‘matter if the Government have to give subsidies in the three remaining, K 7 Krishng .. it 4. s 3 7 5 3 18 2
would notlxery that only in Salem is a rate of 43 pies necessary and in all the remaining districts 5 ' Kuriool .. <4 . i 41 43 S 11 20 4
districts. Sei ¢ 36 pies would he sufficient. This department may, therefore, suggest that for the ! South Kanary .. e i 4l 74 12 24 43
4 maximam raté of 2% p)ies be prescribed as the maximum. This department need not ohject to the H Madura .. - . oc 4 ik = 4 L 5
P‘"‘-’Ee“t tgl‘? d;vd%(lelaot -;-illlhfive to be given by the Government in the Salem district by adopting this 4o Blgglllal;gr i . o e 44 7 “;:l 1§ 2 30 6 e
igher subst SRS i o o oo ot 3 2 7 17 2
! Illlllf‘(l'?num * # % l%‘}he Nilgiris Ao - ! 4] 92§ 3 ;* }‘s* b;"
: X amnad .. i i 5 31 83 2 21 5 21
" # Salsm ! ™ &5 At a1 7 23 23 37 6
: ‘ . i t b Tanjore .. L Y S 2 1 3 4 10 13
ds Tocal Administration note at P above it may be P;""t,ed '?up‘tgatl dt‘: ?qgiern- Tirunelveli ol | R 2 3 9 3 17 24
As regalds ot lvieed that Provincial Governments should balance their budgets without ATl dbina bl L0 TR P & i 3 i 3
ment of India have a ”'Se, nade I.lp of accumulated surpluses of previous years. ;"  TER 0L Vizagepatam 3 33 81 3 18 3%
having recourse to reserves ma hments in the expenditure even on the existing level

s ) a7 :t retrenc § liabiliti i-
this, it _%‘I‘H bejt n;ciﬁ%gg Pﬁg gg;es(ible for the Government to gnder%siket an(ymf;ne?}: glllzblggf:n?ni;f:t
i of activities. LG W1 # ’»f does not, therefore, seem desirable to comn Kol
7 c'ulla i Ofdg't'i‘srcll':&‘rgﬁ)elxll?iti%?é }5; w?iy of additional iubsidies to district boards to cover deficits
| to huge addl 4

at the present moment. |

* The enhancement is intended to cover only a porsion of the cost of revision. 'Phequestion of further enhancement is still
under examination.
+ Since raiged to 24 pies.
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Strictly Confidential,

ST. GEORGE, MADRAS, ON FRIDAY, THT 3RD JUNE #949.

5o . i

- Ee = d - =0 11 gy iy, £ A L i i
. e ¢ 1, - s D 1 Lk
! ‘i_ '
W .
¥

GOVERNMINT OF MADRAS.

MEBETING OF THZ COUNCIL OF MINISTERS HELD AT FORT

stente Sl Gt Gl
BRI AS A

The Hon'ble the Premier presided.

Presdnit..

- The fHonUbille Br . #Tis s, Ra jan

The Hon'ble 3ri M. Bhaktavatsalam

The Hon'ble 5ri B. Gopala Reddy

The Hon'ble Sri K. Madhava Menon

The Hon'ble Sri A.B. Shetty

The Hon'ble Sri K. Chandramouli

Thie Hon'ble Sri B. Parameswaran

The Hon'ble Sri N. Sanjeeva Reddy :
The Hon'ble Sri C. Perumal swami Reddi, and
The Hon'ble Sri J.L.P. Roche Vilctorsans

S
O\ G2 I O\ -\ o —
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Agenda

Levy of education tax by Udstrict Boards,

Order

it was resolved that ne final devision should bs taken
on the points raised dn the nots pending a whercugh
exanination of the question whetiier Govermmont can buap
the nnbi,ug{, if they were to pay subsidies upt 8
maxiouwn of 24 ples in the rupes, but thet Loval Bourds
may be peroitted to incrvase the education tax upto a
naximum of 6 pies in the rupee,
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Note for the Cabinet.

Subject:- Levy of Education Tax by District Boardsaquuaﬁ

Under the Elementary Education Act as passed in 1220
} |

the Government are bound to contribute to local bodies an
amount equal to the income derived by them from Education
Tax, In 1941 the Act was amended limiting Government's
liability to the amount of contribution paid by them till
then, viz@g23.49 lakhs, The total of income derived by

District Boards from Education Tax at present is.116.80 lakhe

 Against this,/Government are contributing the following

dee. Wekovrh toind.

amount for elementary educationf—

23.49 lakhs,

(1) Pre-1941 contribution. o
(2) Contributign for schools opened

Since 19 e L) 39.35 1
(3) Contribution for Compulsory elemen-

tary education. % 46,04 Y
(4) Dearness allowance, L2 68.10

(5) Statutory contribution for Schools
existing before 1921, .o 24,93 . ¢

Total, 201.91 lakhs.

2 In the discussions in the Legislature last year
arising out of the re-enactment of the Amendment Act,
it was promised that the question of incfeasing Governme
contribution consistently with their responsibilities »o—n
the Act of 1220 would be considered. Strictly'speaki‘
against the Education Tax 05&316 lakhs the Government ai
paying exclusive of their Statutory contribution (item (5f
above), a total of Rs 176,98 lakhs (items (1), (2), (3)
and (4) ). It could be argued therefore that the totality
of Government's contributions including the contribution
under new heads is more than the income from Education TaX‘

3, The problem however has to be viewed with referen

-~ ] } “

to the individual Dt. Boards,in which case some Boards |

oH

are found to receive less than their Tducation tax, The

problem has also to be viewed from the actual financial

|



_ﬂstat

/11ability is that a definit
’blished between the rate of Ed

e

’ [

position of the Boards in regard to the Elementary

mducation Fund to which they are compelled to contribute

a total 05»24.35 lakhs from their General Funds, Even after

this, there is a total deficit oéélo.BS lakhs which is
met by them by transfers from other Funds and economies,

4, The question of increasing Government's contri-
bution and the proceeds of the Education Tax was exhaustively

examined during the year, The proposal for a uniform

fax to be credited to the Central Pool for contribution
to local bodies according to their needs without reference
to their contribution has not been accepted in the Cabinet,
The final decision of the Cabinet is extracted below:-

" Tt was resolved that no final decision should
be taken on the points raised in the note pending
a thorough examination of the question whether
Government can bear the liability, if they were
to pay subsidies up to a maximum of 24 ples in the
rupee, but that Local Boards may be permitted to
jincrease the education tax upto a maximum of 36

pies in the rupee, "

According to this decision, if the Education Tax is raised

to the full maximum of 36 pies and the contribution from

Covernment is also assessed at the full maximum of 24 pies,

the potential income will b§x517.94 lakhs as is shown

in alternative (1) of the attached statement. As obviously

' . g W
this income is not immediately required,  Government can

of their payments in respect of non-
s )

withdraw from part _
The

utory grants under the heads (4), (8) and (7).
- ig fresh distribution of Government's

EQantage of th
e relationship will be esta-

neation Tax and the Govern=-

ment's contribution, At the same time this will only

pe @ formal change, as the total of the present contri-
putions will continue,except to the extent the Boards
raise their Education Tax which is not likely.

9 The Hon'ble Minister for Education considered

that Government should commit themselves to a maximum

payment of 12 pies without reducing their existing

grants, This would imply that the deficit 09%10.38 lakhs
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will be met by;?,lQ lakhs fromg%overnment anék§.53 lakhs

o~ el 6 S )
ﬁ- ;‘) ! ‘;,,,r = 1

by Education Tax, the rate oﬁ‘which will be raised to the
extent necessary(to meet’the deficit still remaining in the

v Elementary Edn. Fund account.» The potential increase in |

T

Government's contribution may be Rs 45134tiakhs. The
osition is indicated in alternative (ii).in the.statement.
6, L.A. and Finance favour the present system under

which the deficit at the end of every year is met by the
payment of a subsidy from Provincial funds after exploring
all sources of revenue to the E.E, Fund, In the alternative.
they are in favour of asking all District Boards to raise
their Education Tax where necessary to 36 pies, in which

case there will be an increase 05%25.54 lakhs from Education
Tax, In respect of the deficits still continuing, they

are in favour of xhaxﬁxﬂixitxxxxiiixxmnkimning Goverﬁment
contribution being raised up to 12 pies, in which case the
provision under head (2) will increase byﬁ}0.32 lakhs,

Against this, there will be a decrease in the subsidy for
Dearness allowance by Rs 46.14 lakhs, This distribution
relieves Government oéB§6 lakhs in the total amount now
paid by them. It is doubtful if the District Boards will
be agree?ble to raise their tax to relieve the Provincial
funds of their present contribution, The position is
stated in alternative (iii) in the statement,

7. It is for orders which of the three alterpatives

should be accepted., fThe Hon'ble Ministd] 15 tm Payounier

limiting our contribution to . 12 pPies under the Act, in which
9

case the alter s s =
‘ native.(ll) which increases our present.%u~m~a&~

commitments by lakhs immégigggl
8,

s deser ‘o be accepted.
The question whether any concession should be granted
to muniCipal councils in regard to the contribution payable
from Provl, Funds towarq§ education tax-realised by them

has also to be considered. in this connection. Municipal

e

Councils levy education tax mainly as a surcharge on pro-
perty tax, L.A, Dept, have laid down certain conventional

maxima for the levy of property tax and education tax by



municipal councils. These maxima have been exceeded

in most cases., In spite of this, the finances of
most of the municipal councils,,specially of the ele.
edn, fund, are far from sétisfactory; It has been

proposed that the following convention may be adopted Xt
in the case of municipal councils with a view to augment
their resources:-

(1) that the ordinary rate of property tax and edn,
tax together may be raised wherever necessary to 23
per cent of property rentals if the rates now ievied are
less than this; '

(2) of this 23 per cent, 5 per cent may be levied as
education tax, the rate of property tax being 18 per
cent; and

(3) the Govt., contribution in respect of education
tax may be fixed at 50 per cent of the income from 5 per
cent of property rentals in cases where the councils
do not at present earn this contribution.

L.A, Dept. consider that the total rate of tax
(property and education) may be raised to 25 per cent,
in special cases where a water=supply or drainage scheme
for the town is about to be taken up. That Dept. agree
to 5 per cent of this being fixed as edn, tax,the remgin-
ing 20 per cent being property tax.,

If edn, tax is fixed at 5 per cent of property
rentals and a contribution is made by Govt. towards 50
per cent of the income derived from edn, tax at this

)

rate, the additional 1iability to Government will be <

‘Rs’?lakhs U.Q/{‘V\NW W Dk “"\/\* S WQ"?’ %&W

The Flnance Seceretary has noted that "the financial

a
s Y
\

position of the Govt, is precarious and I would earnestly

ask E,& P,H, not to attempt to increase Govt,'s liability

1n respect of!

why Government's help toO{ munl
generally speaking well-off should be on the same scale

a8 their help to Distriet Boards.,"

% m\% :
<>/ \a7Y B¢

\—

orders of the cabinet are solicited on the proposal
whether the maximum rate of edn. tax in municipalities may
be fixed at 5 per cent of property rentals and whether Govt.
contribution equal to S0 per cent of the income derived
from edn., tax at this rate may be paid to those municipal

councils which are not earning contribution on this scale nowWs

9, The Amendment Act expires on 29-4-1950, It is
for orders whether according to the decision of the Cabinet
on the 1liability of covernment in regard to contributions
in respect of educatlon tax, Section 37 of the Act may be

suitably amended and the Amendment Act of 1941 allowed to

‘ e

lapse.
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Present posi-
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Rs. (in lakhs).

Total expenditure.* 373.44
*0f this a sum of Rs.112.56 lakhs
represents the expenditure on Dearness
Allowance.
RECEIPTS:

(1) Income from education tax. “116.80
Pgﬁ\éf) Govt. contribution in respect of education tax. 23.49
‘;?ﬁ .

> (3) Subsidies for elementary schools
opened before 1921, S5 24.93

(4) -do- opened after 1921, il 39,35 » \\

(5) Subsidies for compulsory elementary education. 46,04

(6) Contribution from General funds. A1 44,35

(7) Subsidy for Dearness Allowance, L e 68.10@

‘ Total receipts. ---éééjaé':'
DEFICIT. 10.38---

@ The subsidy has not yet been paid.
Orders have been passed on budget
leaving a deficit. The amount due
to each Dt. Board will be pald later.

o L S M
b D e}

v |y e N :

Mternative (1).  Alternative (ii). Alternative (iii)
\Ree Joonan 4 Atewies) (S fpanat € g (Fex penarh o el
-R;.(Eﬂ-iéiﬁs)- Rs. (in lakhs) 2 Rs.(in lakhs).

373.44 373.44 : 373.44

oy By 94,04 R i, B — 29,54
o349 plus 23.49 plus 23.42 plus

117.25 . 7.19 g 10.32

39,35 39.35 39.35

46.04 46.04 46.04

44,35 44.35 44,35

11.66 68.10 21.96

g 372.78 - o

it 144.50d(53rplus). . 6Ex*E « 66%*

** This deficit arises in the cases
of Malabar and the Nilgiris Dt.Boards
even after raising the education tax ang
paying the maximum subsidies due. Other
means may have to be devised for meeti
this deficit. Perhaps in the actual
working the deficit may disappear.
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STRIGTLY CONFIDENTIAL. ,7/ 4 ‘{L
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Meeting of the Councll of Ministers held at Fort Ste
George on ilond gy the 6th and Tuesday the 7th February 1950 at

The Hon'ble the Chief Minister presided.

nwu—.a

T JPRESE{ j‘ o The Hon. Dr. ’IF‘.S.S. Rajan.
ket \ n sri M. Bhaktavatsalam
& N n Sri B. Gopala Reddi
( 9 FEB 8ot ) it " Sri K. Madhava lenon
o Ny n Sri H. Sitsrsma Reddy
gt i/// ot Sri #4.B. Shetty
“Rilgenr of W~ n Sri K. Chandramouli
Nt o o 7 n Sri B. Paraneswsran (was not present

on i thet i this
u Sri N, Sanjiva Reddy. A
" Sri B. Perumalswsmy Reddy
u SRiSRTIGPL RolchiemVilic b oiritale

- — T - -

Te Levy of Bducation tax by leocal bodies,

' | It was decided that Government's centributien should
be nine pies under the Act, provided the iocal bedy éaneemod
oollécf.a noi less thaen double t.he'amount.. The maximm to be-
eollected for the local body will be 36 pies. 4s regerds Munici-
polities 'tl‘.:e maximum rate of education tax will be fixed at '
five per, 'é:‘ant of property rentsls and Government contribution
equal t,q ma fifty per cent of the income derived from the Huca-

tion tax at this rate may be paid to these Munieipal Councils

whiech are not earni ng contribuuen on this scale new
®

Kool
72,60

F.5, Km&rm&ﬂy Raja
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Sub:- Elementary schools under District Boards - Grant
| of dearness allowance to teachers at enhanced
B . rates. .

| 1 o= = o ==
’ 7 , i hat The scheme ,gf égi;ne‘ss allowance to employees of

local bodies has been in force since 1942, Before

B o' Ak il R ' ) b | 1044, it was left to the discretios of local bodies to

Al L ' O ST ‘ g e . v : regulate the grant of dearness allowance to  their emplo=
e 3 el G AR S L F R . ' S o i T
P 2 ¥ PR NS : "’1"‘1the Govt. deeided—bo directalyees wi th roference to their resources. In '1944’ the
Y & . local bodies to grant the ) ; e
i allowance to the:.r emplo_l Govt., rates. = They also agreed to sanction subsid¢fl
: yewsat .

i

to local bodies towards the deficit in their funds on

. "yl ¥ . ¥ .
4 . £ ¢ S f » 1 ik : 0 : 1

b e v o ;; ; . account of the addition."expenditure involved after
. i?’:}w:' | J“‘A' [ examining all possibilit&es of improving the resources
2 i ' | of local bodies. The subsidy pay able each year is ‘q?
iy determined with reference to the resources available "

and the deficit anticipated in that year.

1%‘

| 5. In 1944 the questien was examined whether it
~. would be: possible to rdise the rate of education tax
levied by Dt.. Bds. to provide funds for meeting a

portion of the additional expenditure towards the grant

et

of dearness allowance to teachers in elementary schools.

;gi,f§” ‘ . i v ;ﬁw;-It was decided that the rate of education tax might

' bel raised as 1ndIQﬂ§ﬁd in the statement below. The !

sub31dy payable for dearness allovance was determined

& e - after taking into account the additional income derived

> )
5] £

e e sanil M7 g R from the tax.

‘ 3. Last year the Govt. introduced revised scales
{ /‘, . . v r~
' : of pay for teachers in elementary schools under local

e
2

bodies. The decision was that the extra expenditure

- on thls account should be met by local bodies from

e e

% their own funds. So the rate of education tax

- be raised to prov1ae funds for meeting the addi%ion&l

i % ® expenditure on the introduction of the revised seales

| : of pay. The enhancenent of the rate of education tax
,

ordered in this regard is indicated in the statenrent (&,

4, The Govt. have igsued orcers directine an inerease
5 11 At Taw A o b e o e Blaadwn
¥ # in the rate of dearness allovance sanctloned to thelr




== i » F __\\5)2 ' \
their employees with effect from 1--1--48, Similer S ‘§ @ L b tﬁ?? | | |
orders regearding tﬂé enhancement of the allowance ' « Q ) ] ' il i SIS AT TRRRt e indefinitelv. The G.0s.
e e e e e e s éﬁartly 9 < {EQJAJ" WA . f _at (M) and (W) were issued in 1944, and the Govt. have
A e e e st MR N T e NN R | fxbﬁcmﬁﬁn,v;{fi;A o Smcreased the ratelar.saneationil still further after
deration in this Deptt.. is as 4@ how the additional !"égi;i?zfiizzigz;jtg e et many tocal bodles o reduceidorteais
expenditure involved in the graﬁt of¥the allowance to .ﬁ Hosic et C et e Bk nang i N thereby minimise the amouat of
teachers in elementary schools at increased rates is i SHpsiaypayRulepbyehe [Covt.
.to be met.F A provision of Bs,12.Jdakhs-has been made e é ‘ _ T. . 5. R, :, E
in the current year's budget for payment of subsidies }*’ 2 ; ~;¢09 ‘ﬂkél hn it (i, From the notes above it is not clear whethe#local é&i'
R e s R TR N, L e -'3-;aP'*u ; 22;' ;»ina-% ** bodies are still eligible for a subsidy for d.a. even ||
.fg will not be available for distribution until it is | y!r / %ﬁ:“‘ b ahpxictinstagites:
i@, established-that local bodies afe eligible for a subsidy f ?Zi' e The 2L Dapantnent figye obtained: particalansien |
: " towards the grant of D.A, éf increased rates and the | P y.‘ additional cost from locsiggedies in regard to the extra
P R e N ihseach LA L S f expenditure on J.A. Thélfigures of cost relating to
5. In commection with the examination of the elemen- _T | ﬁ% Dt. |Boards are extracted in the statement below.  Thel i
: A Fhh et e s Diétrict ey ghaMic,  $.- 25 question for consideration is whether the rate of edu-
the Finance Departmént seem to question the liability | ‘:%, f. fﬁ %;m é d:ﬁ? cation tax should be raised further for broviding funds
; of Government to sanction a subsidy towards the grant . 5 ‘ﬁ _ , i ’ o fo? meeting the entire additional expenditure, If 50,
;, of D.A. The notes recorded in thelconnection are e y . T ;s =" %, the extent to which the tax should be raised is indicated .
i TR il o a1 1ty ot nrererenas) : »}' in the statement. No subsidy meed thesmt be paid from the
_ "The view of this department is that if there are . gECTin et LyRnd s
3§e;gm§d;3;§lgzo§gszigifgbifl%iziefhihizniﬁiélignggy ' | ),M,«f" ‘ ‘ 7:/~ In another connection, H.Pr. hag ordered thatWZigﬁgrf
be made available for reduction of the subsidies that ‘ | ' e .
might be payable in respect of.dea?nesg_allqwagces to | X : cess and education tax together on agricultural lands
Egzg?eiizs Bg;aigmgﬁﬁ-ngzgengngggégnfé? ggéﬁcégigeggs’ should be limited t6 a maximum of 331% of land revenue.
proyvided that the subsidy payable in respect of dearness : f%g ?ﬁtg;%ig% zgéégwiiibé%;kazégfx B 32 Lodl bt
» X he sum total of the

allowances is in any case made available to the Elemen-
tary Education Fund under the formula set out above; _ AR ' 1 :
and so long as that is done, I do not suppose L.A. : b | . ; and cess and educational cess levied by District Boards

4
1
i

would insist on any enhancement of taxation being made P
in order to meet the cost entailed by the payment of o { should not exceed 5 annas four pies (64 pies) in the
dearness allowances., For, the important point is that \‘\ ‘ 4 I

certain proportionate enancements of taxation Were[ \ rupee.of land revenue. If th%t is so, the rate of edu-
made uniformly in respeet of all local bodies in con=- N : . { ' L e
nection with the payment of dearness allowazgcei gng Ci Y cation tax can be raised upto 8:annas 4 pieﬁ?as land

I inci : D that any cost entaile . \ : L ' e

the principle was accepted : ! | gosk dis| Teviad wf-a f1at Tabe OF e Cesmemeh? Ty i

the payment of dearness allowances after that enhance=
ment of taxation had been made would be met by way of
subeidy by the Government; we cannot go back upon that o

principle now."

- maximum is not to be exceeded and if enhancement of'edu-
cation tax can be ordered upto the maximum for providing

funds for grant of D.A. at inecreased rates, the position

ifaV.r’;‘;o
A o will be the same as that indicated in the statement on ‘
.Q/'
njs pepards increasing the rate of education tax, : ] T e e e
the Govt. have already enhanced the rate in many gaggs ‘v ;
6 tho adaits ‘ rate of Education tax in the Salem Dt, hag already bHeen

™ ; ting
recentiy for the purpose of meeting dditional

as well as for meeting the a

£ Dk - :
ture o ount of nevisi%n of salarles.t Wl%h '
| m 1¢Y of B & P.H., Secy.'s note above raised to 37 pies., The marein available 18 orlv 2 wi
- o e L bl 2 A § : = L 3 5 LG LO0U AW, &N RS o B £ (et « ioaVa Lld Ll 1 3 AR ® N &
there weems to be nothing in the DiesSs . LELI avallable 18 OnlYy o ples,
£ show that thée Govt. aAre | "
| i s -1 Even after the tar is raised to 40 pies 8 subsidy of




i : H = ’y ' !
o : =4 = //’23 Vrb)/.t:‘[ G - ©> {: o Sis ’% :
| of Bs, 60,000/= ma ve to W Lt , G ' e ’ ’ !
g ,000/ v have Pe paid to the Dt. Bd.) Io 7 bovods G the observations of the Secretary is indicated in the
subsidy need be paid to other Dt. ¢ 4
s ye ‘ B st b é’:ﬁ}:’u . state“ebt on n. 9 of % ke subsidy that will have
(8 i)
S The L.A. Deptt.. have indi i1 =g . : /8
= 3 1icated in another connection: ¢ 2 3 i to be paid by the Govt. for D.A, even after enhancement !
that the maximum limit of educati i 5 ‘ iy | £ el ]
OfL cess in Dt. Bds. may I J . ) is also pointed out in the statement. .‘\
be conventionally fixed at 2 annas in € - P AT | | l
4 n - the rupee of land | 2, B 10 Orders are solicited as to the extent to which ‘the L
revenue, The maximum has already been - . (Crr ‘ . i ’ 0y
i e reached or exceeded in iy é | - edacat1 on tax should be raised for “rowc ing funds for H
the case of a number of district boards £ e | 3
| - The scope for enhancement Ulie.s 7(' b | 52?,51 grant of D A, at increased rates with reference to tbe
of education tax for purpose of providing funds for ”ﬁ‘%t&w-{ .Q{””/"“" xt
’ ' c, pwe li notes above.
.. dearness allowance at increased rates w3 i3 i S G »
' . : Will be very limited, %"'Cw-‘“ 7 4% !{ {1~ L.A. and Finance may see for remerks.
f if the.rate of 24 pies is adopted as the conventional /\?‘MWN@M 4 ' M
N = <= . %
wma in d Ile ° s : J 7 oSo [ W M -.‘ .
ximum of edn. tax The posrl:non will then be as indi- J o4, W j“? g 2 e A\’\\ “ﬁ {/‘(,jw} ‘
: A = (=50 4 o
cated in the statement on p. ’7‘of &Y. \The subsidy payable i l\i (:'Lo,, 1 ' i - 2 KQ{. ' e ,
in that case from provincial funds for the allowance is also a/L lytyun. o, Al S : . . s
specified in the statement, o L o
= i 2 2 E.cl'f’ k. v 53347 ,3;,7%” «A. Dept, (A)
9. cecretary has made in another connection = the i . WL
i ) : % 5. M, 3 of A ‘
following observations regarding the extent to which the -~ s ' IH" At oaaniengal Sl rempathe. Bresiiantion of
rate of education tax should be raised Ffor Providing funds ¢ "' ‘ " 5 Lhelme DUERGEBE T 008E - Fax| o aithll tura). "amlr at
" for dearness allowances—- ' | . 33 1/3% of land revenue referred 50 by the E & p, H,
; 5. at "K" { above
"I think in all these cases we may take e s XQ%\{\DGP At "K' on page 3 abor ve“wle.m to Propenty e
5 = = - S : a7l o P ~
of tax as it stood after the enhancement ordered in connection | : ’V&W \"\ Mn runieipal *“1(‘8 and n%u 50 land and educatigy ceg
- 1 1 . : ] “ 3 .{E
with tThe payment of previously existing rates of D.A. and i r ‘)Tl;{ } in local bc.mrd areas - ride L.T. be" ow. In the Tirgt
< ; 0 X 3 4 > 3 de
| before the enhancement ordered in conmnection with revision M/ W,g?p { plioe i has &R ’pe considercd whether the maximun rate
o 3 4-7 ) c 3 i 314 S‘-’ 7 ° ° X = o~ | |
of salaries and upon that, levy an enhancement wherever necessary, i l\§ | e R A aPbll ™
3 5 o 3 a1 - § . v ; kP ] $1¢ 2 »ural AN v 2 &
which would Dbe proportionate to the increase in the rate of dear- ) | cable Fofrural treie; sccondly 1% nay be stated thas Sven
. 29 b . i N—: m, ) 5 ek |
Bt AT owntiec iR R AR L S e Ll 5 iR v, the maximam linmig of educantion ceng of 2 annag in thn
for dearness allowance and add this levy to the level of SN ) o tn docal board areas Suggesteq b
3 . ) L L2 L5y v
2 b VI 3 this dept. ang » h ~ S
TR At new stanaa », Pt. and lelf:emed 50 at T on p 4 above , bears cens
‘ i 4 s e per cent Proporsion to +
I. For example, if d.a. has been raised from Rs.l15 to Rs.18 " %0 the land cess which is leviga 8
the inecrease is 20%. ! / a 2 annas in the my Ry g
ITs Léav—;l of tax oeLOfe)raisizieg it for purposes of D.A, (where ¢ ' l-up‘“’) vhile the proportion which educy
his has been done) - 20, & taX hoarg + On
S ey s % P . , X S 50 the propgows e a : b
|| TiI. Rise for purpose of D.A. (where this was ordered) by Profersy tax on agricultuml landg s
:,-—) - (making 25) | Hpties. will be nuch lem; --md moy not exceed 864 i, .
iV. Enhancement for revision of sa .Z‘I’ es = 5-(making total 30). Lied 15 S s ny:
V. For present purpose calculate on 5 (as per III) 20% (as ' i © entire difference of 40 Ples botwesy the
I~ e T 11 y - r ) 1 T |
per _7:) - :C_,é...:t ;'7OU’CZ make 1, ) That th_md be the enhance ' : .muximum(ﬁtl pj_gg) ondered by H.Pr. and she !3,\121131!1}7; Moy
ient now to be made. ; ‘ ‘ R
VL. Acd ing 1 to 30 wjiould bring to the total now to 31, : (24 ples) of land cess i appropriated for edue A5 Lonm
Where no enhanceément has been made prev:mus%y ~J.Eo;r' D.A., o i R
at all we may now make an enhancement to the extent necessar ; ; A " . ad
£or the extra amount now required for under D.A. | burpeses only | there will he no seope %0 ralse thy ™ka
h_' a . ~ : | ' Q‘Q
. M. V.S, G ‘
X 1 | M.V.8 = lond eess in the fatuce for other murposes, M
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become necegsary sooner or later tc increnne 44 further on
acépqnt of the expansion of the
medical)public health and rurnl water SUPPly.  This deph.
nay therefore adkere to the view already e

maxinum 1imit of education cess in lcenl bourd areas may be

conventionally fixed at 2 annas in the rupee
SUAL

but necd not insist for the Present/to the

reducticn of the

rates already fixed in excess of thig maXimnm, H. P»r.

separately minuted that as in the cage of land cess and
|

!1 educaticn cess levied as surchorge on 1

R 1and revenue for

purpocses of road etec. and edueation, 8 surcharge on other

() by » . .
ﬁg taxes also may%be levied for road ete
& ]

™ 1T
E—&—foﬂ'

- .
(RESH>a

TRLY

owes A= e
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other services nanely roads |
: /)

|
l
%

I

Xpreased that the%
|
1

of lanad revenué}

|

|

{
i

and educasion purposes,

¢ Llementonr

the £ile nay be passed-
" on to the Finance Departrment.
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The notes on pp,1-8 above may be read.

vwhile eXamining the gquestion of funds

v L

providing

lEa

the =E.

o

avoiding & defieit in Chittoor

e 3948-9, this

Board =%

L - . Account of the
o '
PDeptl.

advised recently that

f
E’

. rate of education tax micht be increased suitably

this purpose, 1if that course would not be £edk- unduly

for

densome »eF the Dt, Board. The E & P.H.. Deptt, . have

puar

_ taken up the general question whether education tax N
n o W = . !

1 sied by local bodies should be increased further for the

deficit on account of the grant of: D.#.

of avoiding a

’1”110921 rates and have iZéﬁ%? that it might be done [
4
! .

—Law

1imit of 40 Diles in the rupee of property tax in

.Ci@alities and of land revenue in District Boards.
m‘llﬂl =

that so far as’municipalities are concerned, P

may be made as proposed bt in the case

7
the S aF-
t

ds they have suggested he rate of the

ax" should not exceed two anmae per rupee vwhidh

municipalities'may

pak (22 3
'a¥ﬁ@$as broposed
Do ve be pad

e

! o~ (‘
P " Y s
e
s

(o 138

(¥ Ly
e 1At £
the maximum rate is enhanced as suggested at 'A'/above, i
Bducation tax alone can be levied upto a limit of 40 Diesy %
: | per rupee., In the case of Salem District only, it will be \

' + v bsidv of R
necessary for the Governmenb to pay a subsidy of Rs. 0,000

= A e av at 40 i S 1 = =
even after levying the tax at 20 pies Der rupee :

y ¥ y
(¢ ! Q}; may agree to this payment. . B
2 ) : I ¢

& P.H. through L ,a

=
(

The file may be returned to

¢ ; - ,1‘1 il b - 3 A ~ -
%v ] who may be requested to arrange for the circulation of the

]

this file to H.M.(Fin.) an

l®)

T D
L1 bl

topyfile along with e & Sl

with-the concurrence of E & P.H.
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e
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?' w *T e A leA. DEPARTMENT o |
1 '.\W v I/ X ] :
| AT igwliv{ e g |
! . N > - ; S R S L |
r : he top Tilc also deals with the sanc £ .
R ; e
. - o b o - - g o g = R TR A
& qucet ion. | This Department's note has been added '¥
I . i ;
| . ¢ -~
| \file. B. & P.H. may be requested to tg(ke /
| : :
|
\

' ] - 2 - s = = .
JeoPesery orders In circulation.
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i E., & P. H. Dept.(B2)

L

: { o |
g 39 o mUNT
| —&

! | Thig file deals with the question whether the rate of

| gucation tax levied by district boards should be increased so
{ e

‘f Lo provide funds to % atleast a portion of the 6“38 3

as

tra cost involved 1in the' grant of dearness allowance
ek

teaChers at lncreased Govt. rates,
o

As already noted,
t

4

he Govts decided in 194Q=t0 direct local bodies to grant
t
o thelr employees at Govt. rates and undertook to

dede
ubsidies towards the deficit resulting from the grant |
ay 8
. The Finance Dept. seem\ to hold the view that the
of de8¢

t entered into by Govt. was only for a temporary

s R
»

NS

pitmen

oe)l.
’ d cannot be taken to be s# a permanent feature.

d an

$
ert -
P this view does not seem acceptable.

gram’ ro sanetion subsidies towards the “deficit ‘ £

ws At
, 17} ey s v ’ . ‘ -
aned S atignﬂpn page X ants. 1 the eircﬁmﬁﬁgngg‘n_h
éfkﬁje,r-v Al bt

e T e g |

out ©of cnes dirEetion, Please see Secrebary's.
N .

: '<;f/’63'%4gf:‘;§mily%;r//»fui

14 education tax were originally raised

S R i ()
h ecision to grant sub-

7 : ,Department,may press that i
p wards the COSt of d.a. Should cOntinue to

5 e
| sidies to

| be in operation SO long as local bodies are under

!
)
i

the liability to incur expenditure on dearness allow-
ance.

3, In the notes on the previous pages, the
question has peen examined as to how far the rate
of education tax can be raised to provide funds to ‘yf

meet the cost of d.a. at increased rates. The

L.A. Dept. hold the view that the rate of education

f> 7 okt tax can at the most be raised to 2 annas in the

rupee of land revenue in cases where this maximym '
has not already been reached. Such portion of the
expenditure which cannot be met from the existing
resources or from the addl. income from the —kay
raised to two annas should be met by the Paymeég- é

of subsidies from the provincial funds. e Sﬁ%-

s )

\ sidy payakle on this basis will be Rs.7 lakns,
For the reasons recorded by the Secretary on p.4
l’)/{’the suggestion of L.A. needﬂg@t perhaps be accepted,

3. The Finance Dept. hold the view that the Tate
education tax should be raised uptc 3 annas in the i of
of land revenue and only if the district board ig notpee
to meet the addl. expenditure on the grant of d.a, able

’ from the extra income derived from the increased raigen
education tax at three annas,the question of payment of
, subsidy may be considered. %his Department at first oF
AATA L tf}cwwﬁ.suggested that @he rate of education tax might be rai
%’ ; 2 to meet the entire expenditure on the grant of devan tied

teachers at increasedyWif po conwentional maxinm
) : : am
. be adopted in regazd to enhancement. If a conventiZis b
= max1mu$ of 40 pies in the rupee of land revenue N f?l
Lpel the rate of education tax might be raised (s 1Xegd

N b ghis Dipﬁ-)‘; in all the cases to meet the entiiirilng f
(s tﬁe'ca 1ncr§ased rates except in the ‘case of SélémOSt
A case of Salem, the tax should be raised from g
& ples (conventional maximum) and a subsidy of 37 Q

fgigrtg Ehe District Board to meet the expenditupe:§829,000 ]
i the Yy additional income from tax. If the Suggest |
= €x Finance Dept. is accepted,the position will p lon

g g S%Q%%ES explained at 'A' abové except in the cag g
5 iy Salem enhancement of tax can be ordered and (he g g of
\ QZl,payable would be Rs.1l.19 lakhs instead of860,000, Ubsigdy

P prac

\ | The suggestion of the Finance may perhaps be accepteqg

- A

-

\

" 4, The calculations in this file take to aecount
only the addl. expenditure on the grant of dea, Yo

teachers at the revised Govi. gates. The poy

WSS of

\ 4wn
} 0 Certayy



[ &=
| oS .
Cases to meet a portion of the expenditure involved in
the grant of d.a. at the rates in force prior to 1948,
the balance of the expepditure being met either by con-
tributions from the General funds or by subsidy or by
both. Now, if, as it appears to be the view of ‘the
Finance Dept., the Govt. are not under an obfigation to
pay a subsidy to District Boards towards the payment of
# d.a. at the old ratestthe rates of education tax have to
be raised to cover also the amounts already paid as sub-
sidies. In this view it is not enough, if the maximum

rate of education tax is raised to 36 pies. If the maxi-

mum rate of education tax is fixed at 36 pies the total

commitment to Govt. will he higher than that mentioned

in para 3 above,
. 5. H.Pr. has observed in the file relating to the
prppoﬁal to postpone the collection of education tax levied

in the area of the District Board, Salem, at the enhanced

rate of 37 pies, that the rate of 37 pies is tOOJ%QE%FAnd /

that it should be reduced. It iS’therefore'doubtful

whether the Govt. will agree to the maxitum rate of edu-

cation tax being fixed at.36 pies.
6. The file may be circulated fop orders :-

(1) whether the rate of education tax should
be raised to provide funds (a) for the grant of d
K

teachers at enhanced rates(ang (b)‘fag:gégigﬁglfgz- %iL ? )~
expendlture on d.a. hitherto met by a SUb51dy from Provl r4

G Yol s Ben e M—W t o Y 2]
% (2) if so, whether the maximum limit upto .., !

b7 i W

which the tax may be raised should be fixed at 2 annas

in the rupee of land revenue as suggested by L A, or at

a1 - QWA £uy" wmwv aﬁww WS '3 Fu\ /EL

(3) whether the enhancement of the rate
P 3

36 ples as suggested by Finance;

@I\IS
& tas.
AL

-

of education tax may take effect from Fasli 1359 (or 1-7-49)

55 suggested by the L.A.

only from 1-7- 1949 a subsidy of about Rs.17 lakhs w1ll

P A
’Ato District Boards in 1948-49), % W %"7. ”\k‘w&(t/

(If the tax 1is to be raised

T

— T

W

SR
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This matter has beer comins again and again with

reference to various districts. in different files.

'we must have a uniform policy. The matter may be digcussed

! o |
fxr {at Cabinet level. A comprehonsicve notec may be prepared and o

to the Cabinet.
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. yron 1943-50, the dcflcxts in tho o8

: J;‘L‘lcm&.m: ar./ @duca; 1on thdg of mquri%wara kw:ll bo
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P Lmuch urmtﬁrtngm} dn rodent yeaws, -bocdtise the METCAR

|

; toll eémPGﬂSQtiaﬁ‘aﬁqu.éa ﬂakhsbﬂnthﬁ?diot&ict boards
[ O i "

were givon during, eaeh of the four .YCClI‘S OIICIILE %itﬁ 194&

49 ond whlch was partly utilised to meet the def icit iy
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in tho no‘Es_f or the Cablnot
2. A cowentional maximum may be fixed by Government
for the rate of gducation gess and wicn a distriet board has
a deficit in the EZlementary gducation Fund cven after levying
: thc' mducation ¢ess at the oonvcntioﬁal naximum rate, grants
may be given by govermment to -mcof the deficit, whcther the
deficit is caused by the 'gfant of dearncss ‘111;jwaricc at the
rates orlblnall./ -.;O.nCthnCd in 1942 or at r,he cnhancod raties
Vglnctloncd in 1948

E- & P.H. Deptt. may also bc rcqucsted to

embody this vicew of this peptt. in the note for the gabimst. )g/}m
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EDUCATION - Elementamy - Rsfision of the education tax
collected by District Boafds.

Dept.

(B2)

L4
>

B 4 ] ; be
Please see the orders of thgrgablnet on page,gfg.f.,

. regarding the levy of education tax in district board

areas. At presenﬁ,the levy.of education taw is governed

by the provisions of the Madras Ele. Edn. Act, 1920. %

Under section 34 ofifuthe Act, education tax can be levied
by they followingﬁlocal authorities:- (i) District Boards‘!

k

(Lal) Mﬂh;ca?@litfes 1nc1uﬂ1ng the Corporationtéf Maarfy

'}A{h
Lhe Distric% Boards levy education tax¥asiia surcharge on
4

land cess while Munlclpalltles levy the tax as a surcha?geﬁ

W\

on property and profecsion taxes. The intention of the

Governmant seé%s to be that the levy of education tax by

’f‘,

2. It may be pointed out ewsm at the outset that@f}

District Boards alone should be modified and that the
S ks l)q
present provision regarding the levy of education tax

by municipalities should be retained ihﬁact.
i

the resources now available with Dt. Bds. for expenditure
on ‘ele. edn. comprise the following:- (i) Proceeds of
Fducatéan cess, (1i) Govt. contributions under section 37
of the Ele. Edn. Act, (1ii) Govt. suBsidies for payment
bf dearness allowance to t?achérs, (iv) Contributions
from the General Funds of Dt. Bds., and (v) Special
gubsidies from Govt. for compulsory ele, ednqaiin

3. If education cess collected by District Boards

should go to a Central Pool as proposed by the Cabihmet,

-'the tax should, it appears, be 1ev1ed by Govt. at a

uniform raté on a provincial basis. At present, the tax

ig levied at Varying.rates throughout the Province, the

pinimum rate being 10 pies in k&& Tanjore and Bellary
districts and the maximum rate being 37 pies in the

: WL
Salem District. If the intention is that the| inceme
all

at present derived byLPistrict Boards from education

[ tax should be secured by the proposed levy of the tax

| by Government, the uniform rate of the proposed tax will

(2 I B = G‘,‘; e e - ] ol S ¥ R & o 3 [ “‘« 4

work out to 26 ples 1n the rupee of land revenue.
/ T4 X i B i ahnds sk Nersn ke B i Yawes  oasid S e (RO -
4, 1t 1% presune ad that contributions oy Govk . undey



prd%hqed tax will have to be increased to 61 ples in the
L T i

\f 4 -

. “I

section 37 of the Ele. Edn. Act (item (ii) in para. S above), belng

statutory, will contlnue to be made by the Govt. even after

ﬁhe education tax is levied by them on a prov1n0141 basise.

Please see, in this connection, the note of L.A. at ‘Al

:: ‘“ 0\ z m
on page 4 cég. Pe apsﬂfhe contrlﬁutions should first be

paid into the pool in which the proposed education tax collections

are gathered}for distribution to tne district boards later

Ton a con51deratlon of their needs'. ° )
‘ LS

. Se At present, the Govt. are paying subsidies to the district
boards to meet the extra cost to them on account of payment of

& al ok

dearness allowance|to teachers in ele. sehools,to the extent

necessary to cover the deficitgin thepbudgety. The total

of these subsidies comes to0 Rse94.77 lakhs. The Govt. have ﬁ :

&

alfe=E under consideration the question:whether the extra
cost to Dt. Bds. on payment to ele., school teacher; oﬁ deae
at the revised (enhanced) rates should not be med4t by Dt.
Bds. themselves by suitably increasing the rates of edn. cess
now levied by then. This extra cost works outéghl7.78 1akhs.
It seems but fair that, i1f the levy of edn;'tax is to become
a provincial concern, these subsidies should also be met from

the proceeds of the tax. Taking into éccount only the existing

1 oA :
y subsidies (on d.a. at eexdsed rates), it has been calculated

. : |
that the uniform rate of tax, viz., 26 pies in the rupee

of land revenue; mentioned in parafs abo;%jWill have to be

raised to 47 pies in the rupee of land revenue. If the

"gddl. expenditure on d.a. at increased rates is also to be

brought within the purview of the tax, then the rate will

have to be raised still further to 51 pies in the rupee.

6. In order to avoid anomalies and complications, it will

pe necessary also to do away with the existing. system of contri- }

) 7 g ‘}\Mv

putions by Dt. Bds. from their General Funds. L1t seems ’ ?itg e
( P | z WAL

better that these contributions also are herealter met from o gs ,%; |

and for this, the rate of the /

/?}4’.’?§:

the proposed provincial pool;
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Cj? need not be brought within the purview of the proposed
/ o urtt tax. Otherwise, the rate of tax (26 to 61 ples as men-
ijLiA %} tloned above) will go up higher still and will cont!!ﬂa
\a-

to go up by leaps and bounds as the area of compulsion

. grows wider. ; ' 1
z 8. It may be noted,in this connection,tnat the
R proposal of‘the Caﬂinet involves the amendment of the
Ele. Edn. Act. dn the legislation to be undertaken |
fof th;fpu%pose, however, it does not seem.neCessary ~‘ﬁ§9
' to mention the fates of tax proposed to be 1eviéd)' . t
fors the rates may vary according to the requirements "
| of each year on the basis of new schemes and exnansion

'and improvement of old schemes, etc. In the legislation, |

.
| therefore, provision may be made enabling the Govt. to .‘4
levy educa+1on tax at such rates as may be con51dered ‘!
T ~  necessary to meet as far .as possible the cost of ele.

edn. under district boards with reference to the
requirements at the time. The rate to be fixed for
' each (fasli) year may be notified by executive
;onders. |

% 9. If education tax should be levied at a uniform
' rate throughout the Province, and should be credited to

'a Central Pool, it is not known which authority should

\be asked to maintain proper accounts relating to the

pool. At present education tax is collected by the,
Revenue Department along with the land revenue. The

same procedure will have to be continued even after the

tax ls levied on a Provincial basis. The Collectors

iW111 have to be asked to report to some authority o
constituted for the purpose the proceeds of the .
‘education tax collected in each district and that

- authority should be aeked té maintain proper accounts of

I the tax collected.

10. Now coming to the merits of the proposal,y the

following remarks seem called for:e

i e .

(1) The rates of tax proposeq in the foregoine
. ST o &
parasswould mean only stabilisat

0 wikh reference Yo



__,gjil,,f’“

{existing needs’'. This ralses the question "What about

. A 1on f\.l._-u‘Mx—j
1 further expansion' : When it is ==lised that the

seRpenditure will, as proposed, fall on’general taxation,

there will be a scramble for funds for expansion and extra-

vagance in preparation of schemes. The Govt., will have

great difficulty in laying down a general plan of expansion
211 round and, at the same time, in regulating individuale

budgets of district boards and making a general ad.justment
of taxation to meet the whole cost,

There is Auang —

(i) to be strong criticism of a

scheme whichs instead of leaving cost of local scheo®s

+o be borne DY local taxation, insists on some of the Dt.

Bds. having to raise sums considerably in excess of what is

required tO finance their own schemes, mere%to meet the cost

mes in other areas,

of sche Ihen Tanjore, for example, completely

e ots ibs eXpeNSes HOW oh a 10 pie rate, it will be called

upon to Pay¥ anything from 26 to 61 pies accordlngkthe 1

PIOposed arrangement. But thi's wila have to be considered
a 86‘&{
frOM a‘cess’ to a tax:

1t mays in this connection,

(/’ter gupply end Bmalnage
Wa

| o the effec?t

snaveidable i

be pointed out: that the

Committee made a similar recommendation

that the Govt, shotld constitute a separate Fung

alled the Nater Supply and Drainage Fund| into Wthh e
C

should be
oy tax@s and water and sewage farm revenies- of the

pooled together all ithe loecal water supply and

dra
podies (to which should be added such of the amounts
ay be earmarked anmially from Provincial Revenues, having
f 4z £0 the programme immediately ghead).
o Fet”onChment and Reorganization Committee. This

This was‘opposcd

py the
1.A, and Finance were also not in favour of the

The arguments agalnst the proposal put forth

dppawtmenus~=nﬂd@ UQ&%%@H&ﬂm%HﬁKFﬂﬂF“QﬂtQ@%9S Y\
8L/ =
_gof-the Note for the Cabinet3# 4 Wl will mw%ﬁf

o present proposal also,
t

pathe proposal affscts the administration of
. B ﬂg;a.s, A% As mat knawn Whethe-g e opinion o}.‘

: R TVl N,
st 5 Al R L TR e

o
v

J

oo s

s

) % Jmg )
Y ‘
gfj i Qb T oS M1l. Cls. and Local Bds. may be asked to
5 dyvoac - u« convene a conference of Special Officers of District
: uﬂHﬁQw Boards and Ex-Presidents of Dt. Bds. and obtain theif®
| ﬁ“ﬁ /- kﬂuﬁcs opinion on the proposal. The suggesti-ns of these
} (%z::a;tLa&w*} office’s and gentlemen may be of some help in taking E
Y O A T P e to implement the orders of the Cabinet. ;,’
: Muuﬁ-jl " The'L.A- Department may be requested to advise on this é
K : . : point. |
A\ ‘ 11. Tt may be noted that the question orf transfer
A’ %NW%JG ) of management of elementary schools under District Bgs, !
A%rkw—Fwd’ ?{0“ to Taluk Education Beards to be conetituted Specilally -:}
‘lvtj?ﬂ%;w-\a for the purpose has been raised. The subject, was inelu-
d”ﬁ{*m&f ; ded 4n the comp“ehen31ve note‘for the Cabinet, T )
‘ZT//LJZ;LM L MP”;’ should be,as{i{eﬁiﬁvy edxa’f;g:m;‘
e 6:jvc welfeqp providing funds for ‘ele. edn. The Cabinet which |
j; ob con51deT9d the note ordered that the matterp ShOuld S
ﬁ%k%. L dlscussed by the Cabinet Sub-Committee. The Cabinet
d*uq?ﬂmJ- Sub-Committee hag recommended that the Matter n :
| ti _ May’/pe
examined. afresh from the p01nt of view of giv1ng More
“executive powers to educatlonal authoritiesg SO that
the schools may be. worked wwth greater effiCWGHCyn
Phe mattd? has now been placed before the Cabinet
| 12. .As alreagly pointed out, the PTOposals g 2
. effect to the orders of the Cabinet*® requlre ik ve
mendment

iof the Ele. Edn, Act. Thé file may be sent t
OLA

Revenue, Finance and Legal Depts. for remarks 1,
S before

circulation. ﬂ
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Dept 6.

(\ gt

Iecal aAdmn.

| ’ ' If the proposal to levy a surcharge of
' 'ﬁgmw %FM’%W
12.1/2% on.fropcrtyland douse tax&ﬁ(for paying grants

i to local bodies for education purposes, which is
SOPLII'O.L;C.].J undcr C’)IluldCI‘ﬂthIl, is carried th:rouoh an

{ income of Rs 62 lakhs per annum will accrue. This

i amount may be utilised for mﬂkmg grants to district
boards to meect their deficeit in the =2lecmecntary Educat!ion

accounts. Municipalitics nced not be given any grant

from the above amount as thelir own tax rcsources should q/

! be sufficicnt for their purposes.

\ 1 1y, .
t : 2. This Leptt. my agree with the vicws

A the E. & P.H. Doptt. above regarding the objections to ‘9/

the proposed levy of deuc,aulon cess at a uniform Tate

P

throughout the Fresidency and of pooliig the procceds.

The Educatlon cess ma,,r continuec to be lcv:Lod by district
\'ﬁ\

boards at such rates as may be fixed by Govb.. in cach

casc-) subject to & conventional maximun of threce annas b (""v;,t 6 ek
: T (Vedt T TEYM Ce)

')\ in the rupce of land revenue. If cven aftor a—distziet . nawwaths viy i
W % - NP -~ tt L
| e bearé—Fe¥=eg the Bducation ccss at this moximum rate ) l iy i
il — etz o gmwm
"* and after utilising all thec surplus moncy available
i e |
; in +=e General ¥und to mcet tac d(‘ﬁ cit in the h.lcmontarj
i oV
i Hduec ation funu, e district bmrd kg a deficit ia tho
[ [
| Element ary Aducatlion i'und} it may ‘be met by a subsidy ;{‘rom
| | ~ ‘_9

Govt. from the procceds of the proposed surcharge on

2

Property and Housc taxes and from other PI:nvi_nﬂiﬂl

3 There is now a tondoncy anong district

/ hoarde to inercasc thelr cxpenditure under ‘their General
I [ VA L [ £

.X
e
‘._\
B3
o+
O

Funds by opcnlug new institutions and cHtcring

new conmitments and thus exhaus 't their surplus under

e i} TOR o AT O AR = r‘ ‘147' u’OVt.
Gene ral Funds, asking at tiac 5L time for large
WAL A L -
gronts to wipe off their defieit in their Blcmentary

tealleney is eheeked waa

s Ruqzammﬁ £ Wil Lf

(7

and district boards are made to utilisc all their )

surplus in their Gencral Funds to mcet thojip defiecit

in the tlementary Bducation fund, the amount of Govt, ||

b W
CCS{LJ*‘“) “‘“"’} subsidy necessary to wipe off the deficit in the i ‘
- ) ] 1 oo
T . ol Llcmentary fducation funds will be reduced
> WVMW m—\/b - 3 . E A
Cppr nl EW"UJ ' & . There is a proposal to levy a Provincial

. On \ 1 \
W Mb/t“’""“ | tax on coffce hotelu, boarding houscs and cinemas,
’ |

: The procceds of th.l» tax may also be sSect apart for 1
4; moking grants-to district boards to meet thoir defi il

under their Blementary Lducation account,

s . If the rate of Rducation cess is incrcased Y

wierevel nceessary in inaiviauil u_L.SLJ:‘iCES, upto tac

convontianal maximum of three annas in the rupce angd .

| if Lho procccdu of. the two new taxes ?:K;ftloned

e

above

(27

arc ear-marked for wiking grants to disfricht boards L

mect thoir dofi 01t° in 'thlI‘ Elcmcntmj Education,.fuhaé

and if aistrict ocmm~ aro_mﬁdg to utilisc as muech

L e - o et AnA T S ol .
of theilr sulpluu uader Gencral Lunas as possible for

meeting the deficit in the fleme ntary Edueation 1und

the ulcmbntarj LduCut.LOﬂ budgets

of all distriet boards

can be balanced W'Lchout any extra CXpcndi ture«from f

‘?

z Provincial funds. Thus it is pog nccessary to procced
: . I >

_with the proposal to lovy: thc 2dy

e, SRLEE, o p’ Y
unlﬁom rate in arrTg ia"EI‘lC'L

b~ M o

L1 R
M\) quj (M-—l“ )y A I
R ‘A ke ot

Ay v

cation cess at a

Qnd to pool the procceds.
«JLf 134:1)
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Legal Department
The question whether a uniform rate of tax should

be levied throughout the Province and the proceeds
thereof pooled for distribution among dilstrict boards

or whether 1t 1s better to keep the exlsting frame work

of the Elementary Educatlon Act and adopt a conventional

maximum rate of tax of 3 annas in the rupee of land revenue{é; : %,
\>
the rate In each case being determined with reference to &gﬂ(;gﬁ by <
= N Dos:
(4

t+he financial position of each district board, is esgentially

ome of administrative policy. No remarks seem called for

4n ©hls Department at this stage. -

-5,

(E2)V =g

‘ ~ € : o — ) M
¥ / / | . |
The Cabinet, in“1ts meeting on the 27th, January 43

considered that "egucation cess collected by district
boards should go to a centra} pool, the raFe of tax
being uniform throughout the Province and the proceeds
being distributed to District Boards on an equitable

basis on a consideration of the needs of several Dis-

trict Boards". nifits meeting on the 12th ngruary 1949

the Cabinet decided that the Secretariat Deptt. shoulg

examine the matter and prepare a note on the subject for

further consideration by it. The proposal has accorg.
ingly been examined by this Deptt. in consultation with

L.A., Reverue, Finance and Legal - vides notes at

pages };&0" ante.

o, The resources now available with Distrjet Boards

for expenditure on ele. education comprise the f°110i1ng.

(1) Proceeds of education cess;

. contributions under section 37 of
(ii) e Madras Ele. Edn. Act’ 1920; the

(i1i) Govt. subsidies for payment of dea

Thess
allowance to teachersy

(iv)Contributions from the General

Funds of
Boards. _Dt.

v) Special subsidies from Govt. for cop
( 2 elementary education, etc, Pulsory

If the levy of education cess is PTOposed o B
e

made a provincial concern, as—propuvTg and, tnat .
Qo
at a uniform rate, the first point to be COnsidereq ;
ed ig

al
On the presumption that the goy

at what approximate uniform rate the Provinei

levy
should be made.

t ° will

continue the contributions and subsidies Teferreg
to

in items (1i) and (v) above, this Deptt., has Work
ed
the following rates according as the differeng 2 Ly

tems
the present resources are proposed to be brought ofr

Wit
the purview of the taxi- fin
Unifor,n
On what basis rate of
levy
(a) If only the proceeds of educa- | 28 ples
- tion tess now levied by Dt. Bds. | TUpee G;‘ Yhe
at varying rates are proposed | ?Q\W%n\m{ ang
to be realised \

|

=




v

f

f ;g;// /}égk' ' |

{
f
|

| | contributions now made by Dt. Bds. from §

' (1) The above rates will effect stabilisation only with

',

-~y | Uniform
R i On what _basis Tate of
i / levy

ove and the present sub- I
éggigg gg% ;gid by Govt. to meet de- { 47 pies in the rupee
ficits of Dt. Bd. Ele. Edn. accounts by y of land revenue
payment of dearness allowance at old % :
rates are proposed to be realised

(b) above and the sub-
sidies that may have to be paid by
Govt. to meet deficlts in Dt. Bds. ele,
edn. accounts by payment of d.a. at
enhanced rates, are all proposed to be
realised /

(a) If (a),

(e¢) If (a) and

51 pies in the rupee
of land revenue

e e Y S e KX

(b) and (c) above and the [ 61 pies in the rupee

of land revenue.

their General Funds are also included

1t was considered by this Deptt. that the above rates,

especially (b)) (¢) and (d) are neither practicable nor justi- “Fg'"'”

fiable. apart from this objection of the uniform rates being

high, the proposal, it was considered by this Deptt, was open
! to the following objections also:-

reference to the 'existing needs', leaving the question of

1purther expansion! unsolved.,

.i\ If as proposed, the expenditure
'

Ii oﬁ ele., edn. is to be met by a provincial levy, there will be

a scramble for funds for expansion and extravagance in pre-
paration of schemes. It will be very difficult to lay down a
general plan of expansion all round, regulating at the same

time, individual budgets of district boards and making a

general adjustment-of taxation to meet the whole cost.

(ii) Another objection is that insteadAéf leaving the
cost of local schemes to be met by local taxation, some Bt.

Bds. will have to raise sums considerably in excess of their

requirementse.

(111) The objections ralsed against the pooling of water

nd drainage taxes and sewage farm revenues of 1local bodies =[ T
: I

vide portions narked 'A' at pages 45,6 and 7 of (V) - will |

apply to the present proposal also.

,*j
considering 211 the above aspects this Deptt. proposed 9 |

t was petter to keep the existing frame-work and

that 1 5
nly a conventional maxlmum of taxation (mamely 36 pi
adopt on:

in the rapee of jand revenue proposed in another connection)
;o e applieda in each case, taxation upto that maximum being

imposed in each case to the extent necessary to meet the

e - -

— = . —=

S ——

expenditure

o LN (& 4 |
and, where expenditure exceeds the profeeds of that
maximum, subsidies being given by Govt. to cover the
deficits (the other types of subsidies continuing in
all cases as before).

Revenue and Legal have no remarks to offer,
whereas L.A. have agreed with the views of this Deptt.
Finanée, however, consider that the idea of having a

uniform rate of tax throughout the province and ‘pooling
the yield for distribution among the District Bbérdsiis
a sound one and that details like the rate of the tax
and the principles on which the distribution is to be
made should be worked out in pursuance of the ideae.

The préposal, if approved, will require the amend-
ment of the Ele. Edn. Act. Having regard to the far-
reaching effects of the proposal, this Deptt. also raiseé

‘ for consideration the polnt whether a conference of
Special Officers and Ex-Presidents of Dt. Bds. may be
convened and the proposal as would finally emerge auak,
with all its implications, may be placed before suech
a conference for their considered opinion, before giving
effect to it. Nelther L.A. nor Finance have offered
any :emarks on this point. .

R C S 3T , o gt 7

- The file may now be circulated to H.M.(Edn.),

| HOM(AgFLL)SHG (DGR, HM(EInas), Bl (Fin.) and

1 H.Pr. for orders whether the subject may be piaced

t before the Cabinet again and a note on the above 19

| may be prepared for consideration by the Cabinet.

L S .
¢ ,giéziiick lu’q < 3

f

oty WY L - I o P *‘

The arguments of Finamce for equalising the raste
2

and pooling the revenues of all dlistricts may be
justified on fiscal, but not on edi1mtional growungs.,

Revenue 1s related to factors like irrigatlon Taeilj.

ties, and the varlety of crops and not to the

education is concerned,its distribution. Hdjustuments
?
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iflance considers, can be made with refereme 3 3

& 1 R e SR ‘ Ot 668 Qron_ page M eull cunel T

|1 ™ito the number of schools and their population may not ' _ g .

| R G ‘ l | Ml ot M- (Felu ) kT botlom o popifts sl
ey G pone A mgda row— Ao eraulalad
b H M- (L), - M. A, H/h@"ﬂ) H. m- (i)

DY Mefutw |
L\/\

the ad hoc grants now made 1s not even fiscally : w @ G’Zq {M

#eowmd. The ad hoc grants provide better control of : ;

% & G : ' \ Ehe notes from p. ,'léf may be readj May agree
A A 7 5

exrenditure on one hand and specific enforcement of ' N

X r

that so far as education @ess is concerned, there is

be easy, and will 1n all probability mean that the

status quo will remain, though the district concerned

may pay more or less than before.

L ) | The other argument that a lump sum is better than

.~ policy on the other. | | no necessity for equalising the educational cess 4
5 T y ’ | ' 1

The proposal therefore does not desgrve to be S  collected in different districts in order to con}ﬁ-
pursued, on educational grounds éxebpt that when the : ﬁte a common pool for the entire expenditure on

rate in any distriet is below a conventional maximum education, If Finance Department consider that the

1{; . _which may be more precisely worked with reference to . ; land revenue now paid 1s inadequate in terms of the :

} the weizhted average of the present rates, the A present value of money, it is open to them Fmres
\\ District Doaj-d concerned may be asked to recoup any y “ | : | | Wto e T T
-8 .ixpenditure required for exparsion, by increasing the | b heita T onli ety alal T R R IE 1t
‘ ?(l s ’ ‘L | - was originally assessed. //In order to remove the
g( A'é‘ : | glaring disparities, the present rates of educational
5, 1. o (i,ﬁ L,..7 T J cess in dlfferent districts may be examined with a
fl : ‘ / 'g 1 ' | ‘ view to ﬁse it consistently with the expenditure '
I %‘4‘ M_y 7 /6'74—(" py, % ; | ' on educafcion in tnaF district and subject to a conven

| tional maximum which may be 36 pies in the rupee.
Ko 9 areaky o | |

2l | If this is agreed to,a note for the Cabinet

/g@\ | | jos K ‘ \ ' way be put up. &
. < //“A e ' ‘ | H, M. (Law) \ %1
2.2 ’;9~Q? | H.M.(L.A.)%/ """"" m
e HM(LR)/ﬂ“.
= . -
1 : H.M, (Fin) I #{3‘12(((,
more. g /% Gl it . o il
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H'**some Dt. Boards are |

i

levying edn. tax F

at less than 24
ples

\

]
|
|
{
\

c.fe

1limit (25 per cent. of the main tax) @8 the rate of:educa-

¢ ‘ﬁi»’ LA oy - |

Please see the order o? the abinet on page 48 of the .
The Cabinet wants ¥ the question to be examined
whether the Govt. can bear the liability if they were to J
pay subsidies up to a maximum of 24 pleS in the rupee
towards the proceeds of education tax realised by District )
Boards, the Boards being permitted to levy education tax
up to a maximum of 36 pies in the rupee. *

2; The Ele. Edn. Act passed 1ﬁ 133? imposed a maximum
tion tax to be levied by local bodies. This maximum was 3
removed in 1941 and the rate of education tax is now deter- |
mined with réference to the needs of the Ele. Edn. Fund.
Before 1941 the Govt. were paying contributions to loeal
bodies equivalent to the‘prbceeds of the education tax
realised by them. After the-Aet was amended in 1941 the -
Govt. withdrew themselves from the liability to pay a con-
tribution in respect of the taxation levied after 1941,
Thus -District Boards are receiving contributions based on
the rates of education tax levied prior to 1941. This
was at the raté of 4% pies in the case of some district
boards.  In the case of district boards where the rates
were less than‘ﬁ# pie€43§: Govt. decided in 1943 to samction >
contribut10ns(fﬁf§§§353f_6f_%he edn. tax up to- 3% pies.
Thus contributions from Provinciai funds in respect of
education tax are calculated at the rate of 434 pies in the

case of certaln district boards and, 3% pies in the case of
other district boards.

3. If subsidies towards education tax up to a maximum

of 24 pies in the rupee are to be paid, all district boards

will become eligible for addl. contributions from Provincial

fonds. The extra contribution that will becomé payable

-’~*‘“%§th district board is indicated in column 8 of the

statement below. The total liability to Govte will be

Rs.88 lakhs immediately and mhllﬁ lakhs ultimately.

The question whether the Govta can bear this liability

will have to be examined in the Finance Department.




- §§§; Q ‘?7//) _
24—p&es-are*p§17<//The Ele. Edn. Fund of almost all district
= 'g i

The deficits

3 ok
8. In the case of district boards noted in the margin

the addl. contribution from Govt. will cover only a portion

-of the deficit in the Ele. Edn. Fund Acct. To meet the

remaining deficit the rate of education tax will have to be

raised up to 36 pies sooner or later..

6. In the case of following 3!district boards, the de- &

Name of

ficits anticipated in the E.E.Fund account. cannot completely

be met even if the rate of edn. tax is raised to 36 pies and a

Chittoor
Malabar
Nilgiris
Salem

contribution is made from Provincial funds up to 24 piess -

The deficit in these cases is due to the fact that the

boardghastbeen put to a considerable addl,

expenditure on

dearness allowance, It-appegrs the Govt. will have to pay
a subsidy towards the deficit that might stil) remain in the

E.E.Fund Account.

7. LesA. and Finance may see for remarks,

@ Vizagapatam

boards work at a deficit. anticipated at Tiruchirappalli

_ ' s : Tinnevelly
the end of 1949-50 are indicated in the column 9 of the Tanjore
3 ;1‘; : Ramnad
statementf”xTh addX., pgontribution from Provincial furds Nellore
. Madura
if subsidies up to a maximum of 24 pies are paid, will ecover Kurnool

'@ ‘ . Anantapur

the deficlt in as many as 16 cases and there may be a large South Arcot
: : i Bellar

surplus in the Ele. Edn. Fund Account in some cases. Coimba%ore

East Godavawyd
West Godavari
Guntur
Krishna

***% North Arcot
Chingleput
Cuddapah.

Deficit
Rs.
1,28,000

1 27, 2000
50,000
,00 OOO "

*indicated in
the margin,

\ {L&ﬂ , | )
. \ﬂmmmmu N
o LL& 3 W | )ﬁﬁfas) QF N

Iy ! o ’f& ‘) 9 ( e\ é;:o ;

- ~JU!4WN 2

il \ Y

7 4 ’7%;;: \K o Y,
;/ e LS C“ TALIAT, WY

E‘,?,w'a.. -

. L. A Dyat-
5 (e Aagicls o G U T2

[ wsth

44

c No S72r1f5ﬂ/HtI§;

I *N . Arcot

' W.Godavari

‘ $ﬁc‘%"“¥ ¥o Qo

75397

e

Chingkeput
Chittoor

Cuddapah .

&

i

S .Kanara ’
Malabar FA 47

The Nilgiris ¢
Salem, QAL

JRSR

b
&
i

'xe¥&eéhn on p.

: Flnance (Exp, A) Deptt

1 (PreV1ously seen in Finance on pp.8-10 and

}6 above) . PR o d,
The nde f 5«"C . F, its ajﬁ

| or the Cablnet on pp. 5

.F. and the notes from page.f?
above may be perused. \al\t& U Yo
The proposal of L A, 0n pp. 18=4%"above may be

accented. According to thlS Drooosal and the

statement at flep—tE) -,
iﬁf”Boa?ds will be in need of subgidies fton the

nine out of t»@ﬂty fou*

\Governmen* to meet the deficits in

.

1& :}l&‘ G b4
\otﬁﬁ'\)f%&

thelr ©lenen-
tary
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; Estimate is nearly Rs.4 crores alu.sy | fivacaz |

, propaal of L.A. 1t Will be necessary to mewssthan
B vdoub"le thi's prov181on if the actuals work up to Budget

| have recently decided to relieve e local bodies of : |

@* ﬁ.’ i |
EIementary Educ%t;onlBudgets even after ra1s1nglra£e 0%
sme ecducation <888 to the proposed maximum of 2=3 mes

in the rupee, ’According to the elementary educat1gn rvna

bﬁdoets of these District Boards for the vear 1949 50, s ’

{

the total subsidy will work out 0 about Rs, 33 lakh 2

, : /
against RBs.88 Ekhs immediately and Rs,116 lakhs ultimately f\

[97]
s
]
2
LN.
(-
L'
‘\\‘\\A

if thesGovernment undertake'to Subsidize up to a

maximum of'Rey24 vies in%}he Rupee. The current year's =~ ' >

Budget provides for Rs,16 lakhs only for the grant of g il

these subsidies. By the adoption of even the restricted

anticipations. This will be a recurring feature a'nd | . |
so far as the current year is concerned, it will add
to the revenue deficit which according to the Budget e |

\
It may be noted in this connection that the Govt,

their responsibility to meet 50 % of the cost of P.W.R.

road vorks executed in the current year and to |

finance the -entire cobt-*m from Provincial
and Central block grants on a 50 :50 basis. In view ‘ /4
of this, some of the Dt., Boards may be in a position

3
N e m—
> ——

e S
o=

§

to contribute more to Elementary Education funds from ! =. dé ‘
H - % ‘ 4 < 1 |

their general revenues/. E & P .H. may take action ;
separately on this point while determining the deficizs /7 1

in the Elementary Education Funds to be made good by 47[

Provincial subsidies. | |
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The questionof the/§:::: at which District
Boards should levy education cess was placed before
the Cabinet at its meeting held on the 3rd June 1949.
The points raised for orders are given in paragraph
l\h"; .
= |
10. of the note for the Cabinet on page #/ ¢.f. The
order of the Cablnet was as follows:-

"It was resolved that no final decision should be
taken on the points raised in the note pending a tho-
rough examination of the question whether Government
can bear the llability, if they were to pay subsidies
upto a maximum of 24 pies in the rupee, but that local
boards may be permltted to increase the education tax
upto a maximum of 36 pies in the rupee".

The point raised by thi’Cabinet has been examined

)3» -3
in the notes on pages l4=~20 ante. The total liability
to Govte., if subsidies towards education tax upto a

maximum of 24 pies in the rupee are paid, will be

R&88/lakhs immediately andik.llG lakhs ultimately. The

/ = be
T.A.Dept. consider that it will/less cosB%o Govt. to

pay grants equivalent to the deficits in the Ele. Edn.

-Funds of Dt. Bds. which may remain even after the

education cess is levied at the conventional maximum
rate of Sépies in the rupee. In this case the addl.
cost to Govte. will work out to about ﬂh33 lakhs. The
Finance Dept. point out that the Govt. have recently
decided to relieve local bodies of the responsibility
to meet 50 per cent. of the cost of post-war recon-
struction road works executed'in the current year,
and to finance the entire cost from Provincial and
Centraqblock grants on 50 : 50 basis and that in view
of this some of the Dt. Bds. may be in a position to

contribute more to Ele. Edn. Funds from their general
' revenues than allowed for at present. That Dept.
. suggest that the subsidies payabie may be determined

- with reference to the conditions as they may be after

the local bodies have raised the edn. cess to 3 annas

in the rupee and the question has been examined as to

what addl. expenditure locnl bodies can afford to ineur

on Ble. Edn. with ref. to 'A' above,
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The file may be circu}ated for orders.

AN
P

The intention of the orders of Cabinet that Govt,
subsidy may be raised to the maximum of 24 pies in the

rupee provided the Boardsincrease'their cess to 36 pies i

is apparently to encourage the Boards to raise the tax

to tne maximum proposed. In the event of their failure

to do so the Government would be under no obligation to

increase its grant to the max1mum 1ndlcated There may

be some Boards which by their diversion of savings
w

arising from the recent orders regarding road works- may

be able to QLxegz\say;ngev%eﬁbhe/e%emeataay~edueatl
’ﬂund—aad/to avoid ralslng the educatlonal cess to the

maximum prescribed, In that case Government will not be

bound to 1ncrease its grant and the financial commltments

may be much less than 33 lakhs now env1saged as against

\
16 lakhs now paid, It would not therefore be very extrg-

)
vagdnt to act on the depision of the Cabinet. If this

’ sz A .
3% - ;

is agreed to a hote)will be submitted for the next meet-

ing of the Cabinet,

e

B (. Ay e | | . 2
;—IOI"I- (L.Ao )
H,M,(Fin)

ovte are bound to contribute a sum not less than .
: SRR e R L -

the proceeds of the taxatlon lev1ed under Sec .34 of the Act
ey L .
bo 2 - 14

Sec.37, theé

G Y ,,.u,g,,.kr e & Sty
the Local Board the Govt. contribution shall not be more than
s '-:‘»' ‘l— (VR .- b
2l pies per rupee and this applles only to compulsory areas, 1.6

even if a Local Board raises its tax up to 36 pies, the contrie

bution from the Govt. shall only be 24 pies. - This does not. .
mean that in every case the Govt. will have to pay 24 pies for
there are Local Boards who have levied kmx tax less than 2L pies.

I don't think from this point of view the additional expenditure
. will be 88 lakhs. There is no question of reising the subsidy

§e
to 24 pies in the rupee provided their cess is increased to f%
pies. The Govt. contribution under the old section Sl @it ﬁhe |

Ele. Education Act, will not be more‘than 2/ pies. That is all
what the Cabinet meant. I don't think‘ﬁorked on that basis,

the expendlture will be 88 lakhs. 1mmedlately and 116 lakhs o’
A to know

ultimately. I would like/the amount. of grant under Sec ?7 of
F}’ the Elementary Education Act that is being paid to the Munlcl—
palities and Local Boards, as 3he qustlon of equal contrlbu—

Z tlon arises only in places where compulsory educatlon is in
..' \‘-———

R e ke
i P

force. Contrlbutlon under Sec.37 of the Act in the budget Wlii :
’ﬂ /by ActXV
be subject to the amendment of 530.37/0f 19h1

It was p01nted
out to me in the Assembly when I moved for the re-enactment én'
the amending Act of 1941 permanently, that even if the amendment |
is dropped, the additional expenditure to Government will not be

more than 20 lakhs. Please verify these figures and prepare

a note for the Cabinet.

234
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o | In the office note on pages 12=39"-and 2122 the Cab:.net,'*f

d33551on has been taken to be that the Govt. will pay contri

" ; bution to Dt.Bds;'towards thé'proceeds of education tax ﬁﬁﬁtn

% PEoRT ey a maxirum of 24 pies in the rupee. Of course the contribubit
i: | . : will be paid only with refce. to the actual rate of education
- tax, If it is less than 24 pies the contribution will be onlj
; < in respect of the rate at which tax is actually levied. The/ﬁ
" ¥ addl. cost of Rs. 88 lakhs immediate and Rs. 116 lakhs ultimate
has been worked out on this basis. At present a no. of Dt°3§¥
are levying education tax at rates higher than those (but at
; 24 pies and less) in respect of which contribution is now
R = paid. In these cases, if the Cabinet's decision is imple-
\"
mented contrlbutlon has to be paid at the actual rates of Q
Y <
education tax at 24 plifland 1ess. The immediate cost on this
<
account will be Rs. 885 Kpain 1f ‘these DEe Bds. whéch 1evy tax
G | at less than 24 pies in the rupee raise the rate ®= 24 pies,
i i tion has to be paid in respect of this increase.
] o Rs.indakhs, adal. contrlbu P
k1 .50u to about Rs. 28 lakhs. Thus the ultimate cost —
‘%_ | Arcot. 2.52 -Thls will come |
2.Bellary 1,47 6 (88 % 28) - for details please see the statt.
3.E.CGoda~- o | will be Bs. 116 ( W 5
| vari 33 9\;;b
4.Cuntur 130 . put up at flap—€Z). 3 |
' 5.Kistna 2,07 o, Compulsory elementary edlication has been introduced
i A0S 6.Kurnool ,89 , L.
7 -Mathurai 1,30 in portions of all Dt.Bds areas. According to section 34 of
S.Nellore ,51 - : By
’ {°-Toe Nil- the Madras Elementary Education Act the M1, C1. may , ses¢e the
% 4 giris .06
! ) % L0.Ramnad 2,30 previoas sanction of Govt, or shall Ef S0 directed by Govte
= .‘l Tanjore 9,24 /
“ 2. Tirunel tm levy educatlion tax, It is necessarv that the local body
" J.g veli 1,50
| ' 3. Tiruchi should have introduced compulsory elementary education within:
| rapalli 1,80 |
| don gl ik 4.Visakha its area before 1t lewdes education tax. TIn fact almost all
| “ﬂml ' patnam 2, 30
A ' ‘ ' R T s e = — ml, cls. levy education tax but compulso elementary educatia
| - T T 28.61 or o
, i SO Jutl
A : | Total. 28 lakhs. - pag to be introduced only in 27 munfeipalities.
‘ 1 ; y\q o Ay gufhe figure of Rs. 20 lakhs referred to in H.M's. minute’
2 o " A v 4 .‘. ) \'y‘;".' o -wt‘* q M
i ' o ‘ﬂ% “Is net~eexrect, Perhaps this is based on eemew&ﬁ!nrf&g@ras
/i ; A , ]
7Y Eoat 4 2% the rates at which the tax were levied by Et BdS- ‘had-mot
e :
i been—inereased -so-far, In recent erders the rates of tax hags
? beeq}increased considerably in ¢ i_,t.Bd. areas,
3 Tl
l - 4, In this connection it has ‘== pointed out that in the
]l T - £ L
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: —_—
the case of M1.Cls. contribution towards.the proceeds of
| eMM ;
. education tax is Zewted with jrefce. to the rates s:xua 1n
“- . L<’
4 forece in 1940-41 or atl‘;@rdﬁ ﬂj f,/w?a»:t; Whlchever fal. 4'\»& gA_P/L
‘ -
Most of the M1l.Cls. have raised the rates of educatlon tax,aa L
- the contribution payable has not been increased since 194d.
L
.*

The elementary edn. tax of most. of the ml.cls. ape worﬁgg}at

deficit’mainly becaugse of themeedsinme of the revisidn of the
~ scales of pay for teachers and of the payment of dearness
3 aa

.

R ey -,’__,.-t" o e g e

2llce. If me concession inirggard to the educatioh'tax founé-

is shown. to Dt.Bd%; before l%f#éng, a similar concession will
have to be shown to M1.Cls. also. 4 |
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T} presenf“ﬁbsition is #hat Government contributes |
he |

at 4% or 3% pies in the rupee of land revenue in respect of

\

education tax levied by District Boards. This rate was

prevalent before 1941; In respect of municipalities, Govt,

contributes at 1 1/3 per.cent of the gnnual value of propernf
L ¢

ties, The resulting commitment is Rs 34 lakhs in the current

year, In addition to th%; Government pays ad hoc grantsas !

detailed below:
Rs

R e =1

Subskdies for schools opened before the
Ely. Edn, Act was brought into force.
(Statutory grants under the proviso to

section 37 of the Ely. Edn. Act)

| . Subsidies to local bodies for elementary
N schools opened after the Aet.came into

force {1: , A S M ysd - 35.23
:' Subsidies for expansion of elementary i

education in selected dists. 5.7 n
\'>Subsidies for dearness allowance 16.00 -
. / Grants for buildings, equipmept ete. 8.95 o
,f> gubsidies for compulsory education and
“L. basic education, : 51.07 &

* 142_67,f o

- e e
- -
-
-

*0f this Rs 27.70 lakhs is statutory and
114.97 lakhs non-statutory.

If the intention is that Government should
°2)

flat rate of 24 pies to all district boards and st0p pay;
in

glive at g

g

non statutory grants, the total commitment to Government
N,

’}\.
be 116 lakhs which is a lakh in excess of the tot

e ki

al commy +. .
ment now. ;-‘19j4¥-ﬁjwﬁ, 4

.I have already stated that ad hoc grants serve a us
e

purpose ‘as they are relateg to specific purposes whiech a
Te

capable of. being definitely enforced, It does not tneref
Op

seem advisable that for purpoges of uniformity and fop
gomplydne with the statutory position before 1941 we o
Oul

revert to a system of paying 24 -pies in the rupee,

It Wor,
be much better if the PBoards are directed to raise theyy
taxes to the conventional maximum of 3@ ples. IFf aPten ¥
\
they are not able to meet their commltments, 'overnmoht =

compensate by ad hoc grants for specific purposes,

[ M (Fu& L) 13;
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There is another way of looking at the discharge of

our. responsibility under section 37
L

collected by 211 /district hnards’at present is 150 lakhs.

!
Our total contribution is equal to lv;L—ial

The total amount

. Deducting
\

27 lakhs which is statutory payment’our total contribution

comes to 150 lakhs which is exactly equal to the tax-now

raised by the Boards. Of course, the Act says that the

contribution applies to each district but our contribution

equalises not with the district but with the provincial
total:of taxation,

This point is mentioned:only for burposes of argument

&
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(Flnance saw last on Dpp. 19=20 above). N

“District Boards should levy education cess.

.

This file deals with [he question of the rates at whlch7~\
}
1
y

2. The resources now available with distriet boards fﬁ%
expe;;;;;re on elementary education comprise the followlng:f;}
(i) proceeds of education cess; § *

(ii) Government contributions under section 57 o0 e Q;A
Madras Elementary Education Act, 19203 ff
(iii) Government subsidies for payment of dearness k
allowance to teachers; \ , . | %
(iv) contributions from the General Funds of Districéiu?'h
Boards; and : )

(v) special gubsidies from Government for compulsorsy

elementary education, etc.

-

The question of revision of the rates of eduéation cess
has arisen with a view to reduce if not altogether to gq avay
with the subsidies towards dearness allowance rTeferreg oy

) n

jtem (iii) above.

'3, The note explaining the ggggﬁggé’revardlng

a\-L

"Levy of
education tax by District Boards BE On pp.S= C.F

ed by the Cabinet on the 3rd June 1949, The points raiseg

for orders were: ) _@\
(i) whether the proposal of the Cabinet that o ®
Education 3

cess collected by district boards should go to g centra]
a Y

pOex \
WY

the rate of tax being uniform throughout the Provinee g
n

| d
the proceeds being distributed to district boargs on an
equitable basis on a consideration of their neeggn may

e
dropped;

(ii) whether the existing system of levy of the Ry
S by
district boards at varying rates may be continued;

(iii)whether a conventional maximum of taxatiop

? naml
¥,
36 pies in the rupee of land revenue, may be adopteg

: 1mD0sih
that maximum in any case only to the exXtent Dﬁcessarv

on gy
consideration of the actual needs of the particygy dst
T‘le.\_

%OaTd° and vhethe T, in cases vhere even the Proce ¥

QG% of tb
maximm tax are not sufficient to meet the SXpend iy
\ra



subsidies may be given by Government b cover the deficits;
‘ and | A*;f;:
T_f—- (iv) whether the existing special subsidies for compulsory
| ~ elementary edueation, expansion schemes, etc., and statutory
- contributions under the Elementary Education Act, may be
continued in all cases as before.
The cabinet passed the following order:=-
It was resolved that no final decision should be taken
on the points raised pending a thorough examination of the

| l

;
/ question whether Government can bear the liability, if they
}  were to pay subsidies upto a maximum of 24 pies in the rupee,

but that Tocal Boards may be permitted to increase the

v education tax upto a maximum of 36 pies in the rgfee.

4. The mlnute of H.M,(Education) on pp.29-23 ‘7above which

Ve . :
explained the intention of the above order in Cabinet and the

subsequent notes of £ & p,H. may be perused.
W
mentioned in the note on page 27 above call for the following

remarks:- \)J>

Portlon K on p.27 above: The total commltment now by way

The figures

of non-statutory grants is £ glven as ™,114,97 lakhs., It

| has to be noted that 50% of the sub51d1es for compugm_ e@
“‘I'I/J// ‘~

block grant for postwar development schemes., The present

], @dujbuwkuu;w LB oes u&uvvy/ﬁ
" net commeneemert is—ﬁgg;g;gfx only P,89.44 lakhs.

By adopting

about 7,26 lakhs and not one lakh as worked out by & & P,H,

Distriet Boards as education tax at ?flstlng rates is
/| 2.116.80 lakhs-vide col.(3) on p.f o the statement-at-flag(Z),

The sum of ™,150 lakhs referred to by E & P,H, is apparently

\ the total of the taxes collected by both District Boards and

| ﬂ YeJ ko)
|| muncipalities, The statutory payment of %.27 lakhs,refers

to the payment made under the pro%isﬁ)to See,37 of the Madras

| | Elementary Education Act 1920. The sum of %.34,74 lakhs

payable under Sec.37 of the Aet itgelf has also to be tggen

to %,115 lakhs as compared with the total tax of B.150 lakhs

i
{
T . ¥

a flat rate of 24 pies, the increase in commitments will pe é&z,

A
portion D on p,28 above: The total amount collected by r} 7

I P 2
into account, If this is done, the Govt, grﬁﬁ% will amaunt s

>, 2?\’f

| education and basie educatlonzrecover le from the bentral fk’5|u7lhuLon

;\e[,q‘

yfg//- » ~Egb | 4)3'7‘\f7
s kA g ) : E. & P. H. (B2)
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s

Y s

‘7( ( reallzed by the local bodles and will not be equal as
£ 3
observed by E &P HYE

o

S 1 sh of the forenolne remarks, the draft note

2 #for the Cablnet may be ampllfled as 1ndlcé¥“8 in pencll
@q/ B o T e
A ) o, EaCE>

\N~L4.~j}u“f? < }2<279 s
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e Nith ref. to 'X' in the Finance Dept.'s nots on

N

pP.13 ante it is submitted that the sum of Rs.150 lakhs

worked out as income from education tax has been arrivedi

P PNt i y
at after taking into
s - § 1Nt account the addl. proceeds mifes
o ?ﬁa from education tax if Govt, were %o

contribute up to

24 pi
Ples in the cage of District Boards which levy
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m of Rsills }1akhs referred to o

| tax ataless than 24 pies. CﬁMFu N aby [ ]
> exclusive of the contribu : | 5 ; -
in the F;nance Dept. note is b A Education tax is levied under the provisions of Ségtion_bm
: t made in respect O . y ot e ' . : X j
of Rs.34.74 lakhs at presen P of the le.”Edn. Act. The authorities com eten " (st
luded the total contribution will come to Rs.150 ; . petent to levy the ]
If this is inclwu Le of lcaucatien [haxg W SR NN | ax are District Boards, Municipal Councils and Corporation of
\ s 0L € a g e
\ 1akhs ghd will equal to the procee ™ Madras. District Boards levy the tax as a surcharge on land

ncilse.
d,by district boards and municipal cou ; cess. Land cess is collected at 24 pies in the rupeexiﬁ land*

| reallsed
revenue. Ehough education tax is levied as a surcharge on

i her
land cess to conform,ﬁﬂe baﬁg:§%$§§%e;§ct-the Tate is generalrv‘

determined as so many pies in the rupee of land revenue. Rat: |

ijons made in the draft note by the

:f _}—eThe‘pencil addit jii
‘. o The note has been retyped. ,6& e/ 3 u;f-.} =)

4

Finance‘Dept. may be accepted.

{o¥=0ndens—as—t0 circulation. _

at which education tax is levied by the several district boare

\&‘3\;130/ are given in column 2 of the statement abtZ? .. It will be

> 24 seen therefrom tpat 10 district boards levy the tax at 24
ﬁies or above while the remaining 14 distriet boards levy tﬁg;'b

-
"
»

tax at less ﬂi‘”an 24 pies. 1In the municipal areas and in the

City of Madras Education tax is levied as a surcharge on ]“.

3-
property tax. SQQQ munic1pal couacils levy education tax
as surcharge on profession tax also. i

1
e

> . The contribution made from prov1ncia1 funds in respe"qqk-

of education tax is more or less a fixed figure. The provision
made in the current year's budget is Rs.34,74 lakhs. This is

in respect of district boards and municipal councils and
" the Corporation of Madras.

% . The ultimate 1iability to Govt, ir they were to pay

contributions =R to diStI‘iCt boards in respect of education

tax up to 24 pies will belkollG lakhs. .:Hf
Yt . The figure of Rs.26 lakhg worked out by the Finance "i;'
Dept. is on the assumption that the Govt. would withdraw <l&
non-statdﬁpry subsidies from Pr0V1ncial funds for elementary

. | tion, if gh
0 ks, &L fonss GuunSl g . educatlon, IF BheY wero to make o contributions 1n respect of
o : education tax up to 2
\ - \ 94 L v A BrmAdemrt, ‘ © 24 ples,
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o ! detrs on Jﬁf’ :
reference to H.M."'s or p ante
With ;7-h _

a revised statement is put up oh pp.

‘/ : 0
will be seen that the additional net cost to Goi%. ;5
by way of contribution up to JL2f pies to Dt. T w111

’E,{ﬂh—-

be Rs.45 lakhs. This’ will be ‘the u&timate 1iability
The gz:;. need not make the full additiona1 contri-; ot

Lot

bution to centain Dt. Bds., like Coimbatore, Kistna '
?

-
| Nellore, R Tanjore)as the deficit in theip h€;

: \‘ﬂ
7Tl edses, after taking into account the expen.diture °hl 49

| 'd.a. is less ‘than the additional contribution ad-
i missible in'respect of tax at 12 pies. ;
‘ 2 H.M. has minuted that the Govt, Cannot Stop
the subsidies. paid for d.a. It therefore f°110ws

| that the intentlon of H. M.is, that the subsidies for
deds should be paid so long as 10231 bodies are mﬁﬁgrtvi
‘an obligation t0 grant d.a. to teachers, Tt 1 o '*i
sumed that the Cabinet has already aCCepted that the' .
education tax should be raised to the COHNentional

mi?imum of ‘36 pies where the tax 1s levied at, Pk e 1
than this rate. ‘

3. The question now arises. as to what Droced ure
should be fdllowed in determining the a@ditional
contribution under ‘the Act and the. S“ikjdies to?h
paid for d.a. The following two courses are @penzs |

(1) First raise the rate of education tax wp g

36 pies or to such rates as may be nﬁcessary tQ W

& De
~off the deficlt in the E.Jekcct. 1t there 13

QEYXQ t

- even after raising the tax up 0 36 pleg 1t shoy Mg
Ly




&
- »

|

met By an addl. comtribution up to 12 pies. If there}is st111

a deficit then subgidies should be paid from Provincial funds

towards it, the subsidy not exceeding expenditure on d.a. H ‘e

or (2) Give f1r§t a sub51dy to cover the entire expenditure
on d.a.‘ If there is @tlll a deficit, an addl. contribution up to
: ,ja\pies may be sancticned, If even after payment of an addl.

-contrlbution upto 12 piles, it is found, there is a deficit,

the dggstion of raising the rate of education tax up to 36 pies
may be considered. !

/

Under (l) above,'the subsidies and contribution that may be

become payable will be much less than those under (2) above.
Compare columns (6) and (7) on pages éiiig;fgi%az
4. The observations of H.M. on page 343;;t§, are |intended
1 to meet to a certain extent, the objections?raiseq in |the legislature
to the permanent re-enactment of the Amendment Act of (1941 which
enabled the Govt. to withdraw from the liabi;ity to make con-
- tributions in respect of taxation levied after 1941. |[The sug=-
gésyion to increase the contribution up to 12 pies will apply
only to Dt. Bds. The question of M1.Cls. will have to be exa-
mined though Municipél finances are better in relation to the
position of Dt. Bds; a good number of municibal councilé are
Ain need of help from provincial funds. The question whether a
suitable enhancement of contribution may not be made in the cése
of M1.Cls. also will be raised separately. The addl. icontributions
to Municipal Councils may not be much. It can be met from the
addl. appropriation to be sanctioned for Dt. Bds.

5, The file may first be sent to L.A. and Finance for

as
remarks/to which alternative suggested in sub~para (1) and (2)

of para 3 above should be adOpted,.befopa-eétcniztinn% Under
®
alternative (l) the addl. 1igbility to Govt. will be only.%.32 lakhs

f Vg

while under alternative (2) the extra cost is kn?éfiakhs.

Alternative (2) will be advantageous to local bodies in the

sense th they can i1lise the addl. income from edn. tax if i
that y can ut e OM&%AJ”?

ralsed to 36 pies on the expansion of elementary education, while

v

thisiconcesSion

}
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Cf?jp ! M s o ¥ / * Finance (Exp,-A) Depfjr 1

. | fl e e | (Previous Finance note at.pp.29-31 above)., ;j

< : ‘I ;% ' On‘the subﬁect of the 1evy'bf-eQucatioﬂucess B&k'j

oy ’ m?“ -y -2 & | > ' @ Distpict Boards, the decision of the Cabinet on 3-6-49 ‘é
.: + w %15«% W {\/(/\/\, w-j 6_7’"” o | e’ At . | J

| wIt was resolved that no final decision should. .

sl . : i, : * ' , the points raised in the note pending %
i . Canrc - % j be taken on

a thorough examination of the question whether Govt.

the 1liability, if ?hey.were to pay subsi-
can bear a maximum of 24 ples 1n the'rupee,;but

| . : P a3 S . vt e ¥ dies upto itted to 1 2. :
e : - L v e’ s % Local Boards may be permitted to increase the
Hootr Ao T Call - ] p%%% - C3acation tax upto a maximum of 36 pies in the
3 iy s > = : ) rupee. 1" 5

# -mz e g ( : 1—-—" : j , W’ % \é\‘ L:)V 2, Tt was computed that the extra SUbSidy (Qver
3 ; : 6-/(/\f Q/QN’ w = : | 76 Tt o 230 Sllble L Love what‘{)is now paid on the basis of 43 or
| 5 : AN

32 pies) which the Govt. would have to pay if the limit
is paised to 24 ples would Dbe-as followss--
(a) RS.88.GQ lakhs p.ae. immediately, Tuiel

Waal E s T
on the basis of such of the Dlstrigtwﬁbgra; a5 lare

- —1
V
v’

=i now levying education cess at less tﬁ%ﬁ?zé pies woulg

continue to levy at the lower rates; g |

Lt

0 (b) Rs,117.2@ lakhs p.a. ultimately, 1o

on the basis that such of the District Boargds as are

e
/ > 8

levying less than 24 pies would raise the cesé to thet
figure in due course. .
| o In his minute dated 2nd August 1949, B, (& & L)

| has observed as followss-=-

' T do not think we can increas |
WO o Rt 2 € our
g Bk by a crore of rupees eveqzhough it may becgzﬁigments,
tion. At the same time Educa.

we cannot st X

and dearness allowance,&c. which we a§§ g?gigéb31dies
If the Municipalities & Local Boards woulg % g€ now,

our giving up the subsidies, dearness alloﬁaﬁree 0

we can repeal the amending act and agree to EZe de,
That they will not agree is certain, So T sraqbi®Se
suggest a via media that we will restri Pk

i : ct &
bility to 12 pies in the rupee instead of gzrp:

Zy | as originally suggested--12 pies being the maxim

the Govt. having the right to give am Ty
_ Yy amo

& ‘ﬁy whs W,3?7\”% 1941 level upto 19 pies according to the ng§Zs§§°m

: 2 & and resources of each local body, Our immediatt
additional commitment then will be less than 4q =
and ultimate 1liability about 50 laghsy> +.Ang, th~1akh
amount we will have to spend so that local bodiaﬁ"“'r
may open additional schools." R o

Sy

3. With reference to the minute of H.M, (R & L)
3
E & P.H, Deptt, have suggested the fgllowing two th&

o alternative courses and have invited
and Fin, as to which alternative may be adopted,

ﬂ@rammm ;
(1) First, raise the 1

of 1

3O {\

v

ate of educaty o §, 1
\ Yy

€ -t
i e RS »t

= . = S R e
e R e it g e o= gt I ORI 5 e it 2 o L et ~ -~ s

upto 36 ples or to such rates

as may
u

e NeCagan.

*
"o



wipe off the deficit in the E.E. Account subject to a

maximum of 3 annas. if there is a deficit even after

raising the tax upto 36 pies, it should be met by an

additional contribution upto 12 pies.  If there is still

a deficit then subsidies should be paia from Provincial
funds towards it, the subsidy not exceeding expenditure
. on dearness allowance;

or-(ii) Give first a subsidy to cover the entire

expenditure on d.a. If there is still a deficit, an’

additional contribution upto 12 pies may be sanctioned.

If‘even after payment of an additional contribution

upto 12 pies, it is found there is a deficit, the question K DS:\"“D’\"\' w‘}g v
3 [
~ J . -8, e
of raising the rate of education tax upto 36 pies may PETL ) Qi;jz; ewinxdg
be considered. Ca Lk - gf

The L;A.fpebﬁt. recommend the adoption of alternative (i)

subject to the modification,that where a district board has -

.a deficit in its E.E, Fund (due to expansion of elementafy
education or other reasons) even after all the measures
mentioned in that alternative are taken, Govt, should make
additional grants to the extent of the deficit, such'grants
(together with the grant equal to.the proceeds of 12 pies
education cess) ﬁot exceeding the proceeds of 24 pies
education cess for the present. They cbnsider that no
change 18 called for in ghe existing system of grants

ror elementary education in the case of municipalities,

4, If the gtatus guo is continued('i.e., if Govt,
continue to pay subsidy towards the cost of dearness
a;ééyance for teachers subject to the amount being limited
te the actual deficit in the Elementary Education Fund

and 1f no change is made in the existing basis for the

lewvy of education cess, ete
Ul € tu-{-w Co hfb&\.s

Z?ome to Rs, 68fio lakhs,
4

) the Govt,'s liability will,
If the first alternative

now suggested by the E & P,H, 18 adopted, th7s 11ab111ty

32 lakhs, while under ; second

===y

alternative, it will be inereased to Rs. 75 29 lakhs.
As preﬁfi@ﬁi%gw stated By the Pinsnce Seeretary, the filp

. will be reduced to Rs.

started with the fddea of redueing the cost to Govb. on,

< e 1

L}

LT R e, e Qé;‘lw bl |
PR e g - B " xi

} S '- § e \in the

o

Sy By /g

A
Elementary Education Funds due to the payment of dearness ©

grants given to meet’ the deficit in the

account of

S iTowance. | IRt viEwOE this and of the present need to

lighten the burden on the Provincial Exchequer, this

: : P
Department may- suggest that the first alternative be &

% adopted.
" As regards the modification suggested by L A, tolf

)195?¥7theﬁfirst alternative, it may be mentioned that the

g

i
er

3aﬁbﬁ‘b§onpof~':thét' a..lte’l‘?latiﬁbe- as dgormulated bv E,&¥ Py
wodld «iot Teave anylde£1c1t in the Llementary Education

Funds of the DlsE£:Ct Boards except in the case ofsymha

\) Aasdn
and_the milgiris. In ese o Caﬁg%‘“ﬁﬁﬁdresuﬁiéaqg.

def1c1ts would be small as indicated below:-- B RE d

Additional ¥ 8 0
contribution  Subsidy
due to towards.
the enhance- = daals
ment of the
cess limit
upto
12 pies\h
(AY: [ (8)
Rs, lakhs, ™ Rs== lakhs,

Additional
reveénue from
education

'~ e 'Rlementary cbss if raised
Fducation Tto 36 pies.

. Fund. \ L

| ‘ Y 3 ;_\ \

et < »-_,\Ll:; P
-(2)

Present:

. “Net deflclp
e o deficit

after
allowing

for :
(3);t9 (5)

St

i
" NS e i t-Rs; lakhs,
Malabar

(6)

Rs. 1akhs.*’

Rs, lakhs,

11'.55. 'l.?é‘ '1.786 o { '.8.40

\K»A | 11,02 | ' ¥ A

ik .08

SRS SR NS

.76 W e

The Nilgiris Y .88

. seeks

iThe-mOdification suggested by the L,A, Deptt

P ca\F 8 AN 2% 4 qf0 make the Govt. liable to pay, as and when District

Boards undartake schewes of expan31on of elementary

. educatlon, further grarts upto 24 pies of the Educahqpn

cess instead of upto 12 pies, The difference in the

amount of ‘additional subsidy on .the 12 pies basis and
on the 24 pies basgis works out to Rss 72 1akhs. . The '# -
modification proposed by L. A, whiek will thus commit

) the Govt. to a large additional 1liability and can hardly

be accepted.

sr‘u twe
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' f»'f(Zj S | \¥ ! 1
» g » | o | W 3 /h O
< . : Fleh =, £ A7, (q_/ﬁ |
5, This Deptt. may agree with L.A. that no change Al | L & ok "'T A I, - ‘
| . " Sy | Lo 4ol wtﬁ ﬂ;ﬁ: Rl Aot uM,-a.«‘ ‘
in the existing system of grants for municipalities is : £\ , , 1
a3 -¥¥) 4 | | M“W@w%mﬂl\uw

called for. p ,——? - |y | ’

44? zw ~ ANy J’/ﬂ(@ Eh’ﬂ’i.\—\h 162 T

" {‘ ; | et . ”‘ VM;_'\O‘JA-”‘A‘A’-\\ LI \a. R T W /1;1 m _
7 ‘ )  e | | Q/Q.\M«Aﬂvrqw%ds \t:j,,gL,-.,, e QV‘ b

\
QL 5?°j’3‘, [j: 0_¥?)i" FGB 3y E‘ ‘3§;‘>A[:3aAf,M4p s Vo U auhuqfljj\} i
3 ) -vv} v0,$213) Eh J. ¥ . %mmh‘ww% LR W@% acn M
Pl anre 4t U ~olis & + A coed Fuarasce L Sé:{;}§7”'_—» ! - _ <§//1hu’ﬂ\\ﬂ‘31_j *Yv*clj//’\&¥\4- e ég%wwﬁh~54f"“i, {
' V : : R Ve ‘#mdlqulzs_77}~»')3~CLQ=T~4 BTN o) N
Lls i ada 97 1‘ m* Vs % Q-._\ns/*_‘—‘—a
l oA A-wb&rﬁ Tmo,i t-./ﬁ,‘ L2 //\44 ‘

A
«

[
1 have dkscuss;ed the draft note with H.M., It will
E4p# O Wi Ry | } — |
~AE ) | | “\ be necessary to amend para 8 to convey more clearly H.M.'s
i3 1ntention which 1g ‘that we should--

it ST AR (1) not touch the D.A. contribution now givén, .

‘ (2) that we should centribute up to 12 ples to the
: extent of the deflcit in all Boards,

(3) that the Boards may be permitted but net oenpeiled
to ralse the education tax up teo 36 piles.

Office will indicate the amount payable as subsidy ° ;

up to 12 ples.ﬁ cover Mwﬁ\.a’\w ﬂ
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With ref. to the nete of the Secretary on p.43 ante '
it is submittea that the position is. brefly thus:- E
tﬁe 1ntention of the Govt. 1is to continue the subsidie
-for dearness alloance/aa&rthe deficit in the case of many
district boarde-can be wiped out. - Only a feyagistrict
poards stand in need of addl. funds to &Z;Z:&es
of the'dcficit not covered by the subsidy for d.a.

that POrti&n

: \
In these

cases the addl. contribution in respect of education tax wigf.

have to be Bald. Even in these cases the addl. contributioh

payable will not be the entire contribution upto 12 pies but

only a portion of iE,as the amount to be paid is to be limited

to the deficit anticipated. It will be seen from the statement

paid
below that only Ree7.19 lakhs need be mudE as addl. contribution

in respect of education tax‘against the contribution of Rs,45 lakhs

admissible as the payment has to be limited to the actual deficit

in the E.,E, fund account.
. ™Me Secretary has ordered that in the case of municipalities <

antr ; g " Ooe
o similar dentribution should be made available teﬂ§h=n=ais

The,. devy of education tax in mumicipal areas is(ESEﬁifcated as

thﬂ “XeWyy is 1nx1maté1y cornnected with the 1evy of property tﬁx

e

v

et
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'foperty tax is levied

by the municipal councils.

as so many percent of property rentals. Education

tax is leviable under the Ele. Edn. Act as a percen-

e£fect(€he ‘Tate of

education taiais also calculated as so many per cent

-tage of the pFoperty tax.
of property rentals. The L.A. Dept. hewe prescribed

- certain conventional maxim@i to regulate the levy
of property and edn. taxes‘by municipal councils,
These maxima have already been exceeded in many
cases on account of the necessity to raise the rated
of property and education taxes in municipal areas
to provide addl. funds in respect ofjé&ministration.
The question now: for consideration ie whether a
revised conventional maximum may not be prescfibeé

to regulate the levy of property and education taxes

Perhaps the(%ate of taxation

- (both property and education taxes) may berEiied at

in municipal areas.

30 % of the property rentals. Of this 25 % may be the

(rg%E‘BT/property tax and 5 7 xx th; rate of education

tax. . The Govt. contribution in respect of education
o) NS~
tax in municipal areas is(1limited to 1% of the

property rentals or at the ratexat which the tax

was levied before 1941 , this ratev;:ioﬁgf 14 7.
ﬁﬁrhaps the addl. contribution in respect of‘edueation
tax may be fixed at 247 of the property rentals.

For orders whether these conventional maximim,in
respect of rate of eduCatlon tax and in respect of

contribution payable from provincial funds in respeet
e
of education may be adopted.
2 . A statement containing particulars x=m of 1ncome

from education tax,f%gficit in the E.E. Fund account

and;%Vbenditurquﬁéﬁfﬁf/by municippl councils is

placed below. It will be seen therefrom that in

6
the case of most municipal councils if a subsidy

for d.a. is paid\the deficit in the B.E.Fund

can be wiped out. There is ng need to p

pay an aﬁ@le
contribution in respect of education tq?lgg ig th
\ Q8 A S ! er@




any need to raise the rate of education tax. In the

5 3, 8 e —i“)’ ] L i
case of/fe

few mun—icipalitdes addl. contribution may be

made available in respect of education tax at the rate

o~

of 23% of the property rentals as indicated above.,

Lf. Information egard//il municipal councils is not
_readily ayailable. Information so far available has
been collected and included in the statement below,
iﬁgxhx Further information in regard to other mumicipal
couﬁcils is being collected. From the information
so far available 1t will be seen that the extra 1iébility
in respect of @ddl. contribution in respect of education
tax on the basis of 247 may s out to-Fss b ﬁFDK“b$>
The immediate 1iability will begé. by syt o |\

fnevbw=uf the fact that the actual contribution payable

{ A Sy

1

is to be limited to the deficit in the E.E, Fund account., ﬁ b (gt Cog

_ q:gfhe basis of these figures the total ligbility f
for thkese muncipal councilgMﬁggﬁg/)/ﬁﬂuﬂ“ Lo,
¢ - For orders whether the proposals made above may
be accepted. If so, &he draft note for the Cabinet will

have to be revised. L.A. and Finance may see for remarks,

1 V' 4 “ ' ‘_ Jl %
R g lvﬁith reference to my note at page 48, the '

draft note to the cabinet may be amended as below:

‘@H.M. (E.& L.) is definitely of the opinion that

the Cabinet Resolution is to make Covernment's con= t--ﬁﬁy

tpibution up to 24 pies, reduced by H.M. to 12 pies
in the rupee independent of the existing payments
on account of D.A. This 1s to secure firstly
that District Boards have the finances necessary
for expansion of education and secondly that Govern-
ment honours to the extent i1ts flnances now permit

its obligation under the Elementary BEducation Act.)

1 TUnder the Elementary Education Aet (Section 37)

Goveroment Wes under an obligation to pay sn amounby

- up to 36 pies, is the least that Government can do

. gidy for Dearness Allowanced!

| that as far as possible the same principle in respeet-

<:i::> - %
equal to the Fducation tax. ’§1ﬂ55'1341,th1s ODllgaulﬁ»
has been suspended, the contribution from Governnment

being limited to the amount paid in 1941. When the

‘Amendment, giving the Government power to limit ifs cC

tribution in this manner, was re-enacted last year,

assurance was given that the Government would dischar
its obligations to the extent possible. It is now

considered that contrlbutlon by Government up to 12 pi

- with a liberty to District Boards to levy Educatlonyté?

i

. consistently with their commitments. This will invol

‘an expenditure in the subsidy payable by Government

seven lakhs immediately and 46 lakhs ultimately, in cay
411 Dt. Boards increase their expenditure and Governm,_.R
is called upon in all cases to pay up to 12 pies. Itli
is for orders if Government may agree to ga%CZSN“Z?hen

of 45 lakhs contribution in order to cover the deficit

of district boards after paying them the existing sub- |

LM&-KZ G bs- Iem

gkf;ln respect of Municipalities it is necessary .

of subsidies under the Elementary Education Act shoulg
pe followed. The position however is complicated,
as the Education Tax is assessed as a percentage of ti
property tax. The question was .separately raised
whgther the total of the Fducation and House TaxX shoul

not be limited. At present the conventional maxlmif,

‘is as at ™' at 23% of the rentals. In actual facty |

the conventional maximum had been exceeded. FOT the
QU?PentryeaT it was agreed in circulation that 1o |
increases which would make the aggregate of the taX if
excess of 25% should be allowed.

There are therefore three questions:-

(1) whether we should accept 25% as the conventic

naximm for the total of House and Tducatlon taxy



# T ; — = - e = —_— = = = - ~ ~ ———
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] B
i (2) if so, should there be a seﬁgzgz; conven- |

V tional maximum for Education-tax and what should be -
| its limit; . and |

(3) what should be the proportién of the Govern;.
‘ment contribution to the Education tax.

In respect of guestion (1), the increase of
the maiimum from 23 to 25% could hardly be Justified
with reference to the shortage of houses and the
. 9 desirability to encourage fresh construetions. It‘
) appears oppressive that 1/4th income should be taken
as tax from a particular class in respecﬁ of =mwm
amenities which are available to the general publiec,
| The Income-tax Dept. allows only 16% on account of

municipal taxation on the presumption that this is

the maximum payable. It would therefore appear that

ﬂ ~ there is little justification for inereasing on

In respect of the second question, it would \

appear that the total of 23% may be split into two }

>

F~‘maxima - 18% for house-tax and 5% for education-tax. ; dO
; i In respect of question (3), it appears that :

the 1liability of Government may be limited to half | E
. the Fducation tax according to the deficits in the; { L
Budgets of the Municipalities concerned. This é

will involve Govt. in an increased expenditure of |
7/ iakhs. This—inerease—would be—fustifiesdt fronm
, the,g4gares—giveafa%—pT—iSfeff. At present the {

| prbportion.of Government grants to the total expen-
41ture has fallen from the level in 1939-40 from
“§ 449 to 38%, while the propprtion of Education=-tax
; has risen from 20% to 32%. The increase of 7 lakhs
will bring Government share to the total expenditure
to 52%, an increase of 8% over the figure in 1939-40.}

L.A. and Finance may see.

9.8

I iy s = e 1 .
C]j : é:\o o v?:"’..# o \t;m n‘(;‘.[“ _g—-: _
| s & / 2% a k9

the existing maximum of 23%. | /X. .
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(Last geen in F*nanne on pp. 49—¢3“3béve). R

- fhe file deals wﬁth the'quevtiov of the revigion

T

of the ”ates at wh*ch Dt Bds. levv educatlop uax ana

the contﬂibution made by the Go*t. urde" Sec. 37 of the
Madras Flementary Rdn. Act, 1920. 4Th_ﬂwwaﬂ taken up fo":
congideration with a view to reducinr’_f altogethew : | Sl A am ﬁ‘%ﬁ

doing away with, the subsidiec that are now beinz paild by ;

the Govb., to-Dt. Bds. towards the coet of desrmesc allcwance

pald by them to thelr teaching staff in elementary echcols.

e E.& P.H. as agreed to by L.a.

2., The propcsals of
2., The prop |
and thie Deptt. are embodied in the draft note for the
Cebinet which ic placed below. s
The rema>ks of the Secy., E.& P.H. on page 48 above

and the subsequent notes may b4perused. It 1s proposed
to mo@ify the draft note for the Cabinet in regard to two |~ ° ' | [
-pointa: | |

“ R
(1) Amplification of the draft note S b e |
mmgns—e;—the-cablw—we M&%

contribution to

tax; and

Dt. Bds. towards education

(11) adoption, as far as poccible, of the same ; i j
. on bt 2 ol
principle to be adopted for giving contri.
bution to D, Bds. 1n the cace of Municipelitieg

also. - s

V »g 2 shove. Tt/1g precumed that
E/,Item (1) in para A%

}i of the draft note Tor the Cebinet which otateg Ve

R"ﬂ
points for orders offbhe Cabinet will be amplifled by j N

mcomo*'ating in 1t portion ,A of the F.4& P.H. 86cy.'

= i

: ‘above, in eflect 1t amounts te

. ke on %
remarks on pp w\m

recommending the naoptiop of the allernative (Z2)

of the-dnettuete for approval by the Cabinet,

finsncial effect and the view of thie Deptt. are

in porae © snd 10 6f the avaft note.

The
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' the case of othe» municipalities,

'@ 7 P

j%it will be observed thnt bv ndgpfzzv The recommendation

of E.& P.H., the Govt. will be put to an additicnal
==y

. requires economy

recurring expenditure of about ‘Rs

45' lakhe p.a.
precent financiel pocition of the Gov

in all possible directions. The Govt.of India have

already reduced the P.W.R. grant for the current vea»

Trom Rs,5 crores to Rs.4 crores and lave infomed us that

no grant can be relied upon for 1950-51. Thie Govt.gre

now faced with the problem of continuing thér W.R. cchemes
al>eady started with diminished help from the Govt, of
India in 1949-50 and no help in 1950-51 and no loan at
There ig therefore nb

all from India 1:1’11949_50.

guarantee thot we will be able to grant subsidi even 63%‘

existing bacic in several cases, ecpeclally Trom 1950_-51.

This Deptt. may therefore advice that while there is no
' 8
objection to para #* cf the draft note for the Cabinet

belng amplified ac prcpoced, the pregent financial pogi-
ticn as ctated above, may also be Zé%&&ﬁgﬁfééiiﬁﬁftéﬁits

gub para 1 in para 10 of the draft note for the Cabinet.

j;/ltem (1) in para 2 above. Thie point wac already

considered. L.A. cbeerved that the case of Municipali_

tlec does not call for any change in the exicting eyctem
of grante for mlementary Fducstion, ae the finsncial
position of several‘municipalltles are scund end as the

exlcting grants for dearness allowance will suffice in
Thie Deptt. agreed
Secy.,R.& P.H., hag proposed

“that,

with this view of 1..A.

thot in recspect of municipelities, it is necescar
g e the Cane

ne Tar as poesible, the same princi iple/in respect of
gubgidies under théFlementary Eﬂucation-gci chonld bhe
Tollowed. His remarks from XXX on pPp. 47- a%ove and

aleo on pp, 53-55 and 57 of @.0. 2957 Rdn. d. 23-9-49
may be perused, i
Ag the munleipalities do not ctand in need of
immed .
e¥bher Inmedlnte help,~endmla to the eeme exten® ne the
t. Bde, an : "
Dt. B ) + View of the present financinl poeition

PTh




referred to In para 4 above, thic Deptt. may advise
that the propdsal in regard toc municipalitiec may be

d¥dpped for the pr%sent.

6., I,

the following remarks are called for:

however, E.&.P.H. press thQU“p“oposnl,
The pointg
ralged by the secy.,E.& P.H. Tor consideration are:
(1) whether we should accept 254, as the'
conventicnal maximum for the total of Houge and
'Education Tax;
(2)

ticnal

if eo, chould there be g separate conven.
maximum for Educat;on_Tax and what should
be ite ‘and
(3)

contribution tec the rducstion Tax.

1imi®;

tho :
what chould ngproportion of the covt,

’

Item (1) above, E.&% P.H., Se

eCcy.

thare 1s little Juetification for iner

' maximum of 234,

| .ralced ﬁp to 29, p.a; on property rentalg, in "pec‘al

cpnges, where a water supply Or drsinage ccheme for the

town 1s sbout to be taken up for executlon and where even

1 ¢ the rate 1s ralced up to the above percentage, the

covt, have %o give‘a grant exceeding 509, of the Capital

ost of the scheme. The present contentional maxXimum

rate 18 244, and not 23% - plesse gee N on page 50 of G.O.

?954537'23-9-49f‘ ’Althoﬂgh the conventilonal

the rates adopted by some municipgl itiee are in excees

of thic rate - Co 1

3.6, atb flag().

be allowed to continue, This Deptt, may pe:’haps

euggect that 25% may be HG%T;WG ag the mazimum conven-
Thig need not Jhowever ctan

evying tax at a rate highe” than 254, 1f

tiongl rate in gll cages

4n the way of 1

th eongerﬂe& municipality 1e wllling te do o w\thout
- : y

A e , from The Gov%. In order to meet large
=5 > ; 4 3

congidere that

ing the exicting 4

b le aé%<evuz/1-%&
L.A,Acopa thdt the é%%é?*rate o?

property tax and education taxX in municipalities may be

rate 1ic 2&%’

col, (6) of the statemente on pp.’

It lg presumed that these rates will

f\‘y‘”‘ G’\'-D ? A

R NG S

e——————

e e s

capltal expendliure o;\ﬁéhemg;/{;;e water €upply and

drainage cschemes.

Ttem (2) above.

1t may be cplit up into two maxima -

Deptt,

tax 5.

(M), it is obse"ved that several municipalitie
’

t o rate less than 5%,
levying tax a 1 2

MJ‘M%

Adopting 234, 1t lc propcsed that

18%, for housetax

thig

1g accepted, house tax may be 207 end educaticn

From col.(5) of the statements on pp.3-6,Tlag

are

TheV ng.{(have

firat to raice the tax to 5%/« Municipal
tax at o

the higher rate.

Iteﬁ (3) above.

of Govt. may be limited to hal? the Rducaticn t
2&%,aoco§din to the deficite in the Budgetc of
municipalities concerned,
cont»ibuticn ic generally 1-1/3¢ _ c,f. Col.(7)

statemente at flag (M).  Apparently,

The precent rate of

1ities levying

r»ate higher than 5/ may be allowed to continue

Tt ic proposed that the 1labil ity

ox, £

the
Govt,
¢t the

1t 1c the inten_

tion that thic rate chould be raiged to 2}%, #Wherewes .

necessary, 2O A= o fgrwf axbw-fmnb S week

Q.B&t\«b

Before taking orders regarding the quection

affecting municipalities, E.& P.H. may béquue

prepare a ctatement chowing:

(1) the deficit anticipated in the Budgets of

municipalities for the year 1949-50;

(2) the amount of Govt, subsidy to which

elisible on nocount of the zrant of deawngs
allowance %o beachere in the elementary gqp,

under thel» control;

the amount of
ratec;

A (3) education tax realiced

the amount of

(4)
cf 54, ;

the amount oqbovt.
existing »ates;

be made at the maximum rate of 2

An

-—ae

(7) the munlclipalities which will be

additional education tax wh
will be realiged by adopting the mnximum

ted to

all

the v a\ie

oe
001

at eX‘l:t.‘“

i eh
hat

contribution nNow made 4

the amount of additional Govt, OOﬁt“ibutﬂop %o

DeRA g

addl. Covh, contribubtion,not excealing o L@

mter Taking credit for l‘cew

(2) %o ()

by

in oﬁﬂev To wipe off Thelr defielig ng}l\\?\
Sy

»."r.\,::?‘) af Qi i A; ATE) §

[N

\d
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S BOKe™ 5

They are nob gquite correct in maintaining that
+this alg-ernative Will pu’G an \induerstrain. on GOVeI'n—
hi 1 ver r

, y fact, it will reduce the amount.
ment resources as, in 2 ? ulé._,.l,..iku-s
paid now by Rse 35.%2 lakhs, as the District Boards

[

will be reveSwmg a nev ‘inc_Om_fe of 45.54 .lakhs' by
) . 4 raising their tax to 36 pies. ‘

| / ¢ i s - :

\s S ; N \ ou, TR e (e s\ : J, . o ; ‘ . ment made in the Legislature last year we are commi tted

e 2 ) \ | ) = v ‘ Yoty our. contribution equal to or nearly equal %o
‘ 0\-9 »&7«»—‘\/1 A j\M' J”‘n*"\' i '..'-\“‘\‘ - A T’d'éc‘ation Tax, We cannot be considered to have :
P, 2 S | ';'f‘f‘ ~ : ‘J' i

sl

Though under: the Act and according to the state-1

7 ’ | g failed in this obligation if the total qf our conétﬂri- 4
e )—,r/\» Lo NS W@. X V‘" (S | jw LB OIS st is considered, which is in the S
| | e B R BBl e a8 SRR ;T;.;szffl_&’{;t,’j\' ) ans_ (110,32, 51ns 68,10 1akhe) as againctrine conkri-i}
il i cr et W Ak W o e | 'z;-"{4\‘1%"‘1‘{':‘:;’é\k{éf}t:u.@i bution by the Pistrict Boards qu161 Lakhsl LLLGE8 Moty o
& i » g - F‘:-y~ : V 44,35 iakhS)f It is legally possible for us to
o . ! . a5 e - - ! argue on this basis. It is also possible for us %o L
Lo \;L Q')\ﬂ'lc'n" 6?' : S r;ik . : / argue that the Fducation Tax permitst=oef increases,
}70_,\0_ (- }, s 9— = W- LA I’V\-a\s i X | - in view of the fact Xkakx \ et
- W S&:M o /ZL.rJ)— W ""E~—r R; X : (1)that i1t is applied for edﬁcation of the classes
‘; T i c"— "t M f~° /(P(M ‘ | : from hom it is raised.,, i.e. cu.ltivé.tors and theip
4950 ok PRYS ST | children; '
) e 40 @ 5 . | (2) tha'fcl‘this class is )COmparatively with othep
B i | | Dy x99, & Y | ' ~ classeszii%.favoured position, as the rents payable
{ , on ¢ | by them ha.\;é not ihcreaseﬂ Proportionately with t’he
' 8- o4 ‘Fw\\ ‘ 6%’ . ', prices obtained for their produce. s
J&WJ“‘Q 5«*’ avln. Lo ”N‘ | | on the- other hand,. if Government con ol

tributes from itq

% i
ﬁ
b\»‘(
S
rsons and gources for the benefit

| Tl 3 * ; i 2 f
| O_ 3 ° e i f
| of a epaoiel clas%@&&&s#be—ﬂmh
|

Nj)ﬁw G X oo . T dafgr D LR ﬂ___
8N . '

General funds to Rducation, it will be diverting tax.

: raised.,_from other pe

e

i | | QW-Q} By the ordinary canéns of taxatien, thO&Ql
e \ H ; z(j/] . : | | who benefit should pay before other parties are tax |
Q{*V ’J{ q W ) . : | The question of relief to the M,ImiCibalitie%m
/ / l 4 v 1 \‘TIO ‘i was also considered. The Finance Deptt. press

gy 4] , r

pbution should be undertaken in the Emews® year on th {
. ; N IR !
on Page M“.\n i

i Finance Department insists that alter- " : |
native (F) shoul&ﬂm:b be considered by the Cabinet. %l T | |

| )
. f
\1 carnestly that no increase in the Government contpy {
!‘ =
H.l. may kindly see the noting from the middle ’ ‘
: l

i

s y i

3 & . |
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financia]

_ )96{ M ; | | »ﬂ1 \///f

d*%u
ground that the Municipalities are relatlvely

weill off.

we have been allOW1ng ‘the house tax TO géweec rigse
o L il )
to almost unconsc1onable limits - in some cases

The Municipalities are well of f because

abo¥@ 257 of the annual rentals. Ihis tax on’

householders has to be considered with reference ko
the following financial canoﬁa:;

(1) Equity:-

only persons benefited by the educational activities

The householders are'not;the

of the Municipalities and should not therefﬁre be

asked to bear the entire burdén of'Education. In

this connection it may be noted that while the rate

W OF tavation has constantly 1ncreased -the income
of house owners has been' limited by Rent Control-
Orders and reduced by the high cost of repairs and
constructions, ;

e '
(2) Easeng collections:-

that most Municipalities are not collecting the full

-

It is noteworthy.

tax imposed, being largely in arrears.

(3) Conseguential effects:- The high rate of

taxation on house Property is p}eventing the cons-

struction of new houses and the repairs of old Ones,

thus accentuating the housing probléﬁggﬁd enabling
@nscrupulous house-owners to collect the market
In the circumstances, the proposal to limit

9’ 28 .
the conventional maximum to %?% for the total tax

rents.

including 5% for Fducation Tax deserves to be f
considered.  If Government contribution is equal [°
1
to half the Education Taxy~the gdditional conmlimonL
will only be 7 lakhs which is much less than the
amount saved from the reduced contribution t&

: ; . f
Jistric BOards;/%;gf HeM, considers that the 3

|
pogition &s very stringent, we may defer |
|

‘botb DrOposals for the ecurrent year, meeting any

objﬂeamonzs whieh maysbe ta}gen in the Leglslature
“%-J : K

.
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Finance may suggest thét the question of levy

of Education Tax by District Boards and the conggri bu-
Ttion payable to them by Govt. subject to a maximum of
E12 pies may aloné be considered now and éhat so far

1as municipal councils are concerned, the question may
be dealt with separately after a detailed examination

| is done. In fact, the heading on p.l of the draft
note fol the Cabinet below also refers only to Districy

Boards. Without a fuller examination of the question

Iin its applicability to Municipal Councils, as alse

' the details and the extent of the financial implieg.

tions involved, it will be premature to place The
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question before the Céﬁineﬁ‘ét its next meeting on’

-l s

* 28-1-1950.
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(Previous Finance note on pp.

above), i
Further notes of E.P.H, and_jthe orders in circulation
dﬁ‘pTGO‘above may be perused, /[ 1t may, however, be noted

that no details are available as to how the extra cost oﬁr ‘

s . : '
elemﬁuxéiyggééééiaansin respect of Municipalities has been |

| arrived at: (With reference to the minute of H.M.(E &\L,)

: : |
on p.&0 above, it is very respectfully submitted that it j

is not as if Finance had not fully understood that the
matter was one of amendment to the Elementary Education Act
which applies both to Municipalities and Local Boardss; but
Finance was only anxis | that before undertaking the
necessaryllegislation affecting Municipalities also, the .
financial implications of the proposalg in regard to Munia-
cipalities should also be worked out and examined in greater
detail, i::;}ling figures under the headings specified at

'N' on p.p8 above. The intention of Finance was that
legislation.in regard to\Mpnicipalities may be taken up

421#3#2§fter details are settled).

Q¢4_Lr“ \

L))
v

I explained the above position to H.M.(Fin,) yesterday

before &e agreed to the proposal of H.M
m p . y e (E & L.) °

d -the whole question with the Superintendent

E.P.H.  He said that though it would be helpful if a

statenznt ag apuendedifio the draft note im'the dhes of

District'Boards‘is also put up for Municipal Councils, it

was not Possible for them to do so %efore 28th(when the

W
subject k¥S to be considered by the Cabinet
time. He,

for want of
“however, stated that the immediate liability

°

in regard to Municipal Councils will be dnly'abou%ﬁi lakh
and that the potential increase in liability will be about

Rs, 7 lakhs, E.P.H, may kindly meke this clear in the

pto,
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! draft note to give a corrfct picture to the Cabinet. ‘
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