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Proceedings of the Madras Government, Financial Depariment,
22nd March 1869.
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Read the following papers :—

No. 56. Mixvre by the Honorable Sir R. TEMPLE, dated 7th November 1868.
Decentralization or Localization of Finance of British India.

For some time past, I have had my thoughts directed to the questions connected
with what is known as the * decentralization” or *localization™ of finance. After
what has been, within the last year or so, recorded by His Excellency the Governor
General on this subject, I should hesitate in approaching it at all. But as the Seere-
tary of State has adverted to it in Parliament, and is apparently desirous that consi-
deration should continue to be given to it, I have consulted the Governor General,
and His Excellency considers it proper that I should state what 1 have to say on
the subject, which accordingly I proceed to do. The subject seems to divide itself
into two parts—

1st.—Imperial Budget. :
9nd.—Loecal Taxation and Resources.
Parr . —IuperianL BupsEr.

9. Iassume it to be agreed that the finances of India must be throughout,
in particulars as well as in generals, under the complete and indisputable command
of the Government of India, subject, of course, to the orders of the Secretary of State,
Whatever limited control may be conceded to any local Government must, as 1
understand, be perfectly subject to such command. I suppose it is admitted that
this absolute central command is essential not only for the political safety of the
empire in India, liable at any moment to wars and divers other troubles, but also
for its financial credit ; its public debt of various kinds having been raised on the

security of the revenues, not of this or that Presidency or Province, but of DBritish

India generally. —

3. Besides these general considerations, there would be special difficulties
in any complete localization of the finance of Presidencies or Provinces in India.
For from the commencement of our power in this country up to the present
moment, the interests and affairs of these presidencies and provinces have been
interwoven and interlaced, one often over-lapping the other, and vice 2ersa in
o manner from which extrication or disentanglement is now impossible, without
making changes which would entail inconveniences greater than any .entailed
by the existing . system. Without demonstrating that which hardly needs de-
monstration, I shall merely illustrate briefly what I mean. The army of the
Jengal Presidency is quartered, not in the rich districts of the Lower Ganges,
but mainly in the poorer districts of the Punjabh, Thus placed, that army virtu-
ally defends the whole Presidency. The Madras army is not kept within that pre-
sidency, but holds, besides the Madras country, the Deccan, the Central Provinees,
and British Burmah. Similarly the Bombay army holds, besides it own presidency,
the State of Rajpootana and of Malwa. The Lower Provinces, or Bengal Proper,
are in themselves rich ; but besides their own revenues, they receive large customs
receipts, which belong partly to them, but largely also to other divisions of the
Bengal Presidency. Even “ Bengal Opium” does not entirely belong to Bengal,
a large portion being raised in the North-West Provinces. In Bombay, the opium
revenue does not, strictly speaking, belong to that presidency atall; being raised
heyond its limits, in territories which, if included in any presidency at ~1l, would
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pertain to that of Bengal. Seme of the salt duties, both of Madras and of Bombay,
are raised on salt destined for consumption in Central India, and in strictness should
be credited to the Government of India. Instances might be multiplied. But it
becomes instantly evident that if an adjustment of matters, with a view to complete
localization of finance, were to be attempted, many difficulties, perhaps even dis-
putes, would arise. If the various local Governments were allowed to become
parties to such discussions with the Government of India, then a solution satisfac-
tory to both sides would probably be unattainable.

4. 1f directed to take up these questions, I would, of courso, do my best for
their settlement.  But I do not myself advise their being taken up, and I will assume,
pro hde vice, that they are to be avoided. What [ have to submit now is indeed
framed with a view to their avoidance.

5. Before stating my own view, I will touch briefly on one or two plans which
nave in some shape or other been suggested.

6. It has been thought that certain items of charges for certain branches of
administration might be set off against certain items of revenue, or that certain
heads of receipt, or parts and proportions of such heads, might be made over abso-
lutely to a local Government on the condition that these must cover the cost of
certain departments. For instance, the stamp revenue might be made over on the
condition that it covered the cost of law and justice ; the income tax for the public
works ; a portion of the customs or of the land revenue for education or for police,
and so on. :

7. Tam myself unable to recommend any plan of this kind. I think that it
wants the degree of simplicity essential to schemes of this nature; that there
is something arbitrary in it; that not being based ona clear principle, it could
have no finality; that matters having got so far could never stop there. It
cannot be said that particular departments are more local than others; jails and
police more than education; fiscal administration more than public works, and
so on. Kither they are all equally imperial, or they are all equally local. The
same remark applies to branches of revenue. It cannot be said that land revenune
is more loczl or more imperial than customs or stamps, and so on, In short, there
is no real ground of distinction. If the proposed treatment be applicable to a part,
it would be w.so applicable to the whole. If it were not applicable to the whole,
neither would it be applicable to a part.

8. Further, I cannot recommend the absolute surrender of any part of the
general revenues. I regard them as all imperial alike. If any part were surren-
dered, and the principle once impugned, it would be impossible to stop at a part ;
other parts would be claimed and might be surrendered, until the ecommand of the

Supreme Government would become so breached as to be materially weakened ; a
result which might be vitally dangerous to the Indian Empire. To this I would
make only one exception, namely, that I would give up one-fourth of whatever
income tax might be raised to the Local Government for public improvement,
according to the principle established by Mr. James Wilson in 1860.

9. But while contending that the eivil and general administration, exclud-
ing only the army and navy, must be treated all in the same way—so far at
loast as this scheme goes—I think that the military and marine expenditure for
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each presidency is essentially different from all other kinds of expenditure and
should be treated as being sui generis, and maintained entirely under the control
or Supreme Government. .' - :

10. I bear in mind that there is a certain quantity of local fund income
and expenditure all over India, to which the above remarks about the c¢ivil and
general revenue and expenditure do not apply. This category would accord-
ingly form an exception to these remarks. The expenditure of the local funds
I would leave, as at present, absolutely at the disposal of the local Government,
1 will advert to this further hereafter, ' '

11. I have still one more general point to clear off, which is this: what-
ever be the control allowed over the civil and general administration to the local
Governments, the authority for the creation of any new Office or Department,
and the regulation of salaries and of pay, even the lowest, must remain with the
Government of India. Asis well-known, the control of the higher salaries does
not rest with the Government of India, but pertains finally to the Secretary of
State. The lower salaries must still be finally referrable to the Central Govern-
ment in India. And the same remark applies to rates of allowances, travelling
allowances, and the like. Ifsuch strictness should seem at first sight to be unne-
cessary or unreasonable, there will be found weighty reasons for it on examina-
tion. Connected by the interchange of information, as the several provinces of
India necessarily are, whatever affects the interests of the public servants and estab.-
lishments in one province becomes known in all the others. If anything be con-
ceded in one place, applications for similar concessions are sure to be made from
other places in a manner which cannot practically be resisted. If one local Go-
vernment were to grant this and that to its servants, the neighbouring local Go-

'

vernments would before long have to follow suit. Thus, it must happen that, unless |

there were a central check over all the local Governments, any one local Govern-
ment that might be more than ordinarily progressive, and expensive, would give the
lead to its meighbours, and they would have to adopt its pace. As it were, the
speed for India generally would have to be measured by the speed of the fastest
portion of it. IHowever good this might be in some Departments, the results might
be fatal in the Financial Department as respects expenditure. Not indeed that

_uniformity is absolutely essential, though it should be adhered to as much as possi-

ble. There may be, indeed must be, differences in different parts of India. Still
the check of the Central Government is indispensable to prevent these differences
becoming excessive and embarrassing. Not indeed that an establishment or a de-
partment must have exactly the same organization (such as Police or Education)
all over India, there will be differences in system and in duties. But here again
uniformity should be aimed at as far as practicable, so as to admit of the Central
Government making some comparison between the rates of remuneration prevail-
ing in the several divisions of the empire. 2

12. Before entering upon details, I would just observe that our existing system
of finance in India is, as a system, first-rate theoretically : whether it is suited to all
the circumstances of India may be a question, and I, for one, think that, in some
respects, its adaptability might be improved. But as to its general excellence, I see
no doubt, Before 1860 we had no financial system, though practical finance was
much attended to. We had an elaborate system of aceounts, very carefully worked,

py
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tribution to the imperial requirements of the Government of India. The two Presi-
dencies contribute each nearly 4 millions for imperial charges, including army
and marine ; in all nearly 8 millions. Of this sum, 6 millions pertain to the army
and marine, and the remainder, nearly two millions, to other imperial charges under
the Central Government. In one respect, the comparison is rather favorable to
Madras in reference to Bombay. Out of arevehue of less than 8 millions, Madras
contributes nearly 4 millions to imperial charges, including army. Out of a revenue

of more than 9 millions Bombay contributes also 4 millions.

16. It will be well to note what proportion of the total imperial charge of

British India is represented by the 8 millions of contribution from Madras and
Bombay together. The total army charge of the Indian Budget of 1868-69, for

army and marine, was as follows :—
. AYMF ... rias i £12,904,720
Less receipts...... 692,400
tila o £12,212,320
Add Marine... .. R64,300*

£ 264,300

—_—

£ 12,476,620

say in round numbers 124 millions.

The rest of the imperial charges, including the net expenditure in England ;
the interest on the public debt; the guarateed railway interest; the charges of
the Government of India itself; the cost of certain departments under the direct
control of the Central Government; and other charges; may be set down thus
for 1868-69 :— ;

Greneral and Political ol 12,706,040
Net expenditure in India ... ... 6,392,400
Guaranteed interest s e 1,202,800

20,301,340
6,344,943

Milit harges in Bengal, gross
Less Military charges 1 gal, gr V598 370

Receipts, General and Political, except Miﬁtary
8,673,313

11,628,027

or in round numbers say 11§ millions. e
The 12} millions above shown for Army and Marine, plus the 113 millions,

* make 24} millions.
The 8 millions as above explained, the aggregate contribution of Madras and
Bombay, make just one-third of the total imperial charges for India. The
remainder 16 millions (24—8) has to be made up by the Bengal Pl‘eSidency,‘or by

other ways. :
162. Now it can be seen that the aggregate of the revenues of the two
Presidencies of Madras and Bombay is just one-third of the revenues of the

Empire. For the total for 1868-69 stood at 481 millions, or just under 49
millions, of which 17 millions (8+9) pertained to Madras and Bombay, or just
over one-third. From this point of view, the proportion borne by the two Presi-
dencies, if taken together, appears to be nearly quite correct, neither more nor
less. Buton these data, the relative burden on Madras would seem to be slightly

O el S
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more, and that of Bombay slightly
however, coming out nearly right.

17. On the two categories of imperial charge, namely, first, army and marine,
second, other charges, the two presidencies together pay about half of the first,
flamely, 6 millions out of 124 millions ; but only about one-sixth of the second, that
m.nearly 2 millions out of 113 millions. In other words, the two presidencies con-
gi:u(:z ltt;]regetlgrt :;) ()t?:h ::rntly and margne, and but little to the other ifnperial chaf‘ges.

Wo categories, as already seen, they pay just about right.
Ox} the whole, the circumstance that Madras and Bombay together, having one-
third of t'he total revenues of British India, should be contributing just one-third to
the total imperial charges of the Indian Empire, is in itself satisfactory, and goes to
show that, in the course of events, the financial affairs do sometimes adjust them-
selves very suitably to the component parts of the Empire.
; 18. -Although I am now referring primarily to Madras and Bombay, I
will yet illustrate the matter by applying the same test to the component parts
of the Bengal Presidency. The facts will be taken from the budget volume for
1868-69. Bengal Proper has a revenue of close upon 16 millions ; of this she has
to pay 63 n.lillion for civil administration, including public works ; the rest 93
millions being available for imperial and army charges. Similarly the North-
\Vestfarn Provinces have a total revenue of 6 millions and upwards ; of this, they
pay Just under 3 millions for their own administration, leaving the rest just
3 millions available for the Empire. The Punjab has a revenue of 3} millions,
of which it pays 2} millions for its own administration, leaving 1} millions for
the Empire. Oude has a revenue of £1,489,690, out of which she pays £815,770
for her own administration, leaving £673,820 for the Empire. British Burmah has
a revenue of £1,169,480, of which it spends £826,414 on its own administra-
tion, leaving £3,43,066 for the Empire. The Central Provinces have a revenue
of £1,148,500, of which they pay 1,118,354 for their own administration, leaving
£30,146 for the Empire.
19. The several contributions for Imperial and Army charges, then, of the
provinces composing the Bengal Presidency, may be thus epitomized :—

less, than it ought to be; the total of the two,

Millions.
Bengal S U
North-Western Provinces ... e
Punjab s SRR
Oude ... ¥
British Burmah |
Total ... 15

Thus is made up 15 millions out of the 16 millions shown in a previous paragraph
as the amount which has to be contributed by the Bengal Presidency, and in other
ways, to the Imperial and Army charges of British India. The remainder, (:;lw
million, was really deficit on the Budget of 1868-69, and is made up by the
resources of the cash balances, reinforced by the unexpended residue of former
loans. *

ordi-

# In round numbers, the budget receipt side showed 48} millions, the expenditure side, including Pu‘w:iml’::x i

nary, 40} millions with a surplus of 2 millions, But then there was an extraordinary Department Public Wor pen.
diture of 8 millions, which turned the surplus of 2 millions into a deficit of 1 million.
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20. The peculiar distribution of the Bengal Army, of wl.lich S0 large. a
portion is cantoned in the Punjab, for political reasons too obvious to require
mention, renders impossible a satisfactory comparison betwc?en n.mst of these
provinces separately, and the Madras and ‘B.ombay Pres.ldencms. In the
Punjab and near the frontier, besides the Military . expenditure, there occur
a variety of political and semi-military charges Whlcl.l swell the cost of the
provincial administration. At first sight the comparison would _seem. very
favorable to Bengal Proper, which contributes some two-thirds of its revenues
for imperial charges, and defrays also about .two-thlrds of the.total ch.arge for
the whole Bengal Presidency. But from this th.ere should (if anything hke
a comparison be instituted) be made some .conmderable abatements. For ; to
Bengal are credited some 43 millions of opium revenue (net, after deducting
charges) and about a million of customs. These, as alrf:a.dy men.t.lo?ed, (‘110 1:;°t lt))le-
long to Bengal alone, but should, for purpose ?f comparison, be distributed rateably
over the several parts of the presidency. If this were done, th.en the case as respects
Bencal would be somewhat altered. Bu.t even tl.len it would h.ave to be
ack:owledged that Bengal is a truly ““ paying” province, and contributes very

handsomely to be charges of the Empire. But if Bengal and the Punjab be excluded

from the comparison, let two provinces be considered where there are less disturb-

ine elements, namely, the North-Wes.t .Provi.nces and Oudh. These provinces
arz rich ; they have a large civil administration ; tl}ey have many Catftonments £
keep up. They spend about half their income on their own administration _and c(?n-
tribute the remaining half to the Empire. So far they fairly bear comparison with

dras and Bombay Presidencies. ; :
o M2al 1‘asAs. already seen, the Bengal Presidency, as a whole, contributes about its

i imperial charges of British India.

nghtzgmr?l‘tlfetal.‘l?olvlzlc); culationi include public works, ordinary and extraordinary ;
in shm:t every thing save the purely imperial charges. It vxtill be interesting
to pursue the subject a little further, .and to see what proportion the charges f’f
the purely civil administration, excluding .pubhc works, bear to the revenue in
the several presidencies. Madras l.la.s, In round numbers, an mcolxlne of
£7,800,000, and a cost for civil admmlsitratlol? 'of .£2.,852,000. Bombay has an
inc,ome, of £9,140,000, and a cost for civil admmlstratxczn'of £3,43(.3,000. . In both
cases the proportion between the income and the civil P:xpendxture is almost
‘ lv the same. By the rule of three sum Madras, according the Bombay scale,
gt yt have £2,920,000, or a few thousand pounds more than she now gets.
o Odiﬁ'a rence, is s’o slight as to be immaterial. On the whole, it may be said
s sidencies are administered on just the same scale of cheapness, or
b tw;'r);;ver it may be called. In both cases, the civil administration costs
dea}rneBS, waigs of one-third of the income, or in Madras 36 per cent.; in Bombay
s uPV: Now how does this test work if applied to the Bengal Presidency as
g cf:ﬂ ;l‘he aggregate revenue of the seven divisions composing that great
2 Wh.(ﬂe' Ben il North-West Provinces, Punjab, Oudh, Central Provinces,
Presiloncy (087 , and British Burmah) amounts to
e um g axcuenof the reeipl of 39 ST 00 33,760.%  The total cost of their

ivil administration (exclusive as above of public works) amounts to £9,785,860.
c
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Thus the proportion of the civil administration to the income is less than one-
third, or 33 per cent. So far the Bengal Presidency, as a whole, is administered
a little, but not much, more cheaply than the Presidencies of Madras and Bombay.
Again, within the Bengal Presidency itself, the detail may be taken of the older
provinces, namely, Bengal and the North-West Provinces on the one hand, and of
the newer provinces, namely, the Punjab, Oudh, the Central Provinces, and
British Burmah on the other hand. Now the total revenuos of the older provinces
above named amount to £22,054,390, the total civil expenditure to £7,063,660,
or just under one-third, or 32 per cent. The total revenues of the newer pro-
vinces abovementioned amount to £7,339,370, the civil expenditure to £2,722,200
or over one-third, or 37 per cent, Thus, as might be expected, there is greater
cheapness of administration in the older provinces, and greater dearness in the
newer. Of course, in the newer provinces, there is necessarily at the outset
additional cost to give the administration a proper start, and to bring it up
to a standard something like that of the older ones. But on the whole Presi-
dency, the proportion comes out just about right as compared with the other two
Presidencies.

23. Again it may be instructive to consider the proportions which the

public works assignment bear to the income in the several presidencies. The
figures are as follow :—

Madras Bombay  Total of two  Bengal
Presidency. Presidency. Presidencies. Presidency.
£ £ £ £
Réwanu o3 e o 7,802,130 9,141,560 16,943,600 20,393,760
Public Works expendi- = AU 2ewity oo
ture, viz—
Ordinary..... ...... 627,430 604,670 1,232,100 9,406,220
Extraordinary..... 215,555 968,375 1,183,930 1,651,833
: R SN
Total... 842,985 1,573,045 2,416,030 4,058,053
Percentage of Public Works Erpenditure on Revenue, viz, »—
Ordinary ..o ' o0 8 66 79 89
Extraordinary ... ..... 27 1005 7 56

Total.., 10:7 171 14-2- 138

Here again a great similarity of treatment is .uppm'ont. The proportion to
revenue of public works ordinary expenditure in the two Presidencies is 7 per
cent.; in Bengal Presidency 8 per cent.; of the total public works expenditure,
including extraordinary, in the two Presidencies, it is 14 per cent. ; in the Bengal
Presidency 13 per cent,

24. Now, for purpose of comparison, the above figures have been taken, as
closely as practicablc, from the budget volume of the current year ]8?8-69-
They have been taken absolutely as they were found, without any manipulation or
re-arrangement whatever, and without any adjustment in reference to any theory
whatever, Many arguments in detail might be adduced both ways, increases h.erc
and deductions there might be claimed : I refrain from entering into these, beliov-
ing that to do so, would be to launch the question upon a sea of doubt. To do |
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; . ioooluble doubts and undeterminable questions; to cause
57 VYO: 1(: = ::: l:ifi?esm:r?; indefinite delays. And whether any real result could
ool of,r{ n :;lh wouid be quite uncertain. I only say that the general result,
come out n:vfi dable defects, is truly given above; and that despite drawbacks
sub.]cfct to ;1 .tions, the general distribution of charges has by degrees righted 1ts?lf
fmg zﬂfef;ppm;cmm a sort of equitableness to the several parts of British India.
mn =]

Indeed, the symmetry which our finance has, by imperceptible degrees, attained,
n )

i s remarkable. s :
is pergh;tp In the first place, then, if anything were a’ftemp.ted with a view to glv;
- & the presidencies of Madras and Bombay a more dlreci': interest than at presen
;xr:gtheir If)'mances, I would refer to the existing state of things, and assume that as
i int or basis.
: Sta;t(:lg fowould accordingly inform the Grovex"nments of Mz.).dras and Bombay of
h ount to be taken from them for imperial charges, 1.ncludmg army and
s Without undertaking minutely to defend any disputable point and
mal-'me: - & the right of the Central Government to fix this amount according to
fnalfltzmuﬁt I v:ould give the local Governments such information as would
g J‘l1 gtl;:em ,ciearly to see how the amount had been rightly or wrongly arrived
::32: that they might know generally how the calculation was managed, and
wl,lat they might, or might not, expect in future. We could not bind ourselve; at
all that the amount taken one year would not be increased the next year, and so
on. For many things might happen, increase of. pay to the tl:OOpS, of pe:s;f)l?s
avable in England, and the like, to say nothing of campaigns or such like
4 tions. to cause such amount to be enhanced. But T would always explain
(:g etll.?elzwc; local Governments the reasons of the enhancement, provided that such
reasons were not to be open to question. : :
97. Having deducted this amount, I would inforn} the two locfal Q?vern-
ts that the residue of their revenues would be available for their ecivil a.nd
= | administration, including public works. And I would ask them to furnish
gene;a : according tc’) existing forms, for the said administration, the aggregate
. l?u 2. ,o‘ lated br;r the residue of revenue available as above. This budget
bcmlgd 1'9; :ourse be subject to our criticism, but such criticism would be general
i :han deta’iled. But so far as it went, it would be real and effective. If,
;:axt-hiirstance we observed that expensive civil or police establishments were kept
- hile ’ublic works expenditure was falling, we could remonstre}te. If we
R e civil departments were starved in order to feed public works or
tl}ought - sofld object. So long as the totals were deemed to be right, and =o
;vwe vers:;)werz(;cribed rates of salary and of pay and allowances were not inf;er-
s heI; ould not criticize (or if at all but slightly) the strength of ‘establish-
R ,thewmanagement of departments. For instance, with the above pro-
n}ems,'f(:;ll.l local Government tried to save somewhat in police or other ?stabhsh-
A der to find more money for public works, I would not interfere.
men.ts 1; o:uld not allow the salaries of head masters to be aitered without the
Agau.!, (:fv' the Central Government ; but the numbers of schools might be increasd
sa}:;tw:l uestion, provided that the local Government could provide the educa-
;:)n:lugrznt. Si,milarly I would not allow the rates of pay in the police force, or
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in the establishments of
peons, to be raised wi -
force or the establishments ;hould be nt MRS matoGot A e ol
men, might be left f 3
’28 g e ;;(f)mi lt}]w decision of the local Government without questi
5 uld leave them to work thei e
subject-only fo o ork their budget, thus gen i
ey 3; : tl.lel condltlm.].that no new office Sho;ld’bo cr:at \edmlly ;anctloned,.
o -r‘“A(, w1.t 1out specific sanction from the Central do\ v fl:l( i
¢ = A ® ‘erniment.
R a dpo};ntf;vo?d arise as to whether the budget heads of servico having
ment, any re~di:a1tr€rb’;f3 ,Ocnl Government and approved by the Central vamb
To some extent T WOZI:IO"“COu]d be made by the local Government \/V,ithin th 0‘7‘/""‘
Lallow this to be done without question. But 2 lotl) ORTI-
- ’ eyond that

would requir i

i qe .e the alteration to be submitted for our i

hange within the year mioht o et s
v =] -

imerically raised by some hundreds of

otherwise a lar
P s ) ) a large
would allow re-distribution o 2 :llp101111s0 the budget of the ensuing year bl
. : 0O D o) o o4 o
police, education, public Worqu andrl(llr ]c.flz{nt., on the fofal of the head of servico
: ; ¢ : 1 the like, witl : LVICO,
our sanction must | Fie Ny y Without question. B
st be : T . ut bey
pry st be obtained. For instance, 5 j beyond that,
police, and applied to education without R ipifanae o Ly e
transfer more thay ut our sancti .
] anster more than that, say 10 per cent., then « e AN ot
arge re-distributi S s * ur sanet : aalk
ge re-distribution within the year could hard] : on must be asked. Any
very exceptional circumstances ardly ever be required, save under

€
30. But i
U, 1t would hav
: e 3
e to be understood that savines could y ]
ue year to another,  All g gs could never be carried
unexpended at the close of tl mOllmts uncer whatsoovor heading remaining
; 1e year would nec ‘ N T ST
Otherwise tl necessarily lapse t
ere 2 - pse to the gener ance
would arise some disturbance in bur budost sytenf’c eral finance,
oY : .

31. Thus, i
. us, in effect, I
, I would sa

of that we take 4 millions for impexy: f() Madras, your revenues are 8 millions, out

ey J11R "1 ox DENISES 3 e k o |
million fo 2k penses (3 millions fo ;
: . r other chmges); that leaves 4 milli i Sty aug 1
ncluding all public works : aves 4 millions for your own administrati
s iy s ; make your own budeet acoordingl ation,
& : ry heads of civil services first - keep the rest {'."’ v accordingly ; take your obli-
rial ; let us see : ) ) ¥ € Irest tor ll“l)l'()\'(\n] nts

exactly v wiil sy ents, moral or mate-
stabTaR * y )ou; distribution on main heads of 8(‘;'\'i00‘ fix your
1 ou see fit; but d ' :

rates o : 4 0 not create an D \
g ,“_f salaries, pay, and allowances, without our s 7 y mnew office, nor alter

milhons, you ha illi ) anction ; #hs year o 7
vour ' ¥ . ve 4 millions to spend on your Presidency : i J .( e DN
your revenues rise to 9 millions, why : o sidency ; if happily next year

' : 8y rou will have 5 millione
selves, unless indeed we have to raise our I ave 5 millions to spend on your-
' 10 raise our Im

: 6 eri g :

not to do so; but we will avoid that if Ji I (}xlml demand ; we cannot promise
R actie 2 :

practicable, and we will strive to let you

have as much ofi :
| : benefit as possible of the increase you g
you can raise your income by improved ad 156 you may effect in your resources ;
" p ) 'd administration 7 isti i
the fair hope that you will gain thereby an ; RS oy o
expenditure of your Presidency : eby an merease of the amount available for the
i cansdnt Ot U5 Ccr:t ‘(;“é) ; but you cannot, of course, impose new taxes without
s ral ‘bovernment and Legislature of British India. Then
i g oull say the same to Bombay. Out of its 9 millions of revenue
( W -0 . . ‘ )
ol ey ot (-“'bc taken for imperial expenditure, including army and
) 3 y : -
tration of the I),.? :),1 fm e “mfm be allowed for the general and eivil adminis-
10 il "")‘“ ency, including public works. If the revenue should rise to
R the Presidency would share in the benefit th i
coditions explatned above, ercof, according to the
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39. In the current year the internal distribution of charges within the oo

-

Presidencies is as follows :— ' .
- Aggregate of Public Works, Public Works, Total
otal.

Civil charges. Ordinary. Extraordinary.

Madras 2,852,640 . 627,430 215,555 3,695,625
Bombay 3,436,150 604,670 968,375 5,009,195

Such is the exicting arrangement. According to my plan, the dnfernal dis-
tribution within each Presidency would be left to the Local Government. In
rangement, it might at first sight appear that Bombay receives a
Madras in the aggregate. But then, as has been

already seen, Madras receives just about an equal proportion relatively to Bombay
for its purely civil administration, or only a fraction less; while for public works
ordinary it receives a slightly larger proportion relatively to Bombay. For the
¢ivil administration and public works ordinary, together, the two Presidencies are
treated almost exactly in the same manner. The only difference is in public works
extraordinary, for which indeed Bombay does receive a great deal more than Mad-
This is unavoidable, as it will be admitted that there are circumstances in
ification of its port, the largest commercial outlet in Bri-

tish India, and the like, which justify some exceptional treatment in this particu-
lar respect. And a part of the extraordinary expenditure is really an advance from
;al land fund of Bombay, which advance is to be ulti-

imperial funds to the spec
mately recovered, and when recovered will figure in the receipts of some future

this existing ar
relatively larger share than

ras.
Bombay, such as the fort

year.
33. 1 would not, of course,
general revenues to be raised by the local Governments.

maintain on the same footing as at present.
he local Governments have to submit

34. The general system whereby t
the Department Public Works for the sanction of the Central Govern-

I think, be maintained in 1its main features. At present they can
ority up to two lakhs. For amounts in excess of

d estimates for the sanction of the Government
s to propose that the

allow any public loans on the security of the
That business I would

projects in
ment should,
sanction works on their own auth
this, they have to submit plans an
of India. I would so far modify this rule in their favour a
limit up to which they could sanction might be raised somewhat, say, up to 3 or 4
lakhs., But beyond that last named limit, whatever the exact amount might be,
I would maintain the rule of their sending up the plans and estimates for sanction
of the Central Government. I regard this as essential to the general financial
interest, as well as for departmental and professional reasons. All existing rules

nd the like, regarding the circumstances

ard plans for barracks &
be provided by the State for officers of all kinds, and

tioned by the Central Government. Moreover,
all such provision as might be
dinary or extraordi-

regarding stand
under which quarters may
would continue to be sanc
would be obliged to make
ernment for Military buildings or

§0 on,
the Local Governments
directed by the Central Gov
nary. :

35. 1 would maintain our systems of audit
and Deputy Accountants, General, all just as they are.

and account; our Accountants,
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36. As already indicated
cannot be imposed without the
served.

87.  The main points only have been laid down above, from the determination
of which subordinate details of all sorts would be governed.

38, Such is the sketch, or outline, of what I can recommend as regard
Madras and Bombay. 1 would apply it to them only, in the first instance:. as
they are what is called * fu]] Governments.” If Bengal were to be erected into
such a Government, then my recommendation would apply equally to it. But

I would not try it with the lesser Governments, until it had been first tried with
the larger Governments above mentioned.

39.  Asregards the Financi

, all the existing conditions whereby new taxation
sanction of the Central Government would be pre-

al Department of the Government of India, these
recommendations would not, I am quite sure, weaken or impair its control in any

material or essential degree whatever., This is said, of course, on the supposition
that the checks and safeguards still retained are really preserved. If any of these
were to be practically abandoned, or loosened, then no one could bo answerable for
the success of the plan.  So far then these proposals are safe enough,
40. The main feature of change as regards the I
would be this: At Present increases and alterations of
mostly, if not wholly, to be submitted by the local Gover:
Hereon is apt to follow detailed criticism, salutary perhaps, but troublesome to the
local Governments, and pot very effective or satisfactory in the end. I doubt
whether much financial advantage comes of it. But g long as budget limits were
not exceeded, and sanctioned rates of pay were not exceeded, the local Govern-
ments would settle all establishment questions for themselyes s and would be relieved
of the necessity of making the references above alluded to, Ag regards rates of
pay and salary, the same references would have to be made as at prcécnt. Hereon
the Financial Department has often to make criticism ag is well-known, OQur eriti-
cism is not indeed always effective, and sometime fails altogether ; still we can to
some extent judge, and at all events we must try to do so. Not indeed that the
rates of pay and salary need alway different provinces. Variations
are, and always must be, allowed, But we must have 4 sort of general check,
otherwise undue discrepancies would arise, rendering the resistance to growth of
expenditure more and more difficult, till at last either the said expenditure would

outrun the income, sts would be compromised.

and unobjectionable gs regards the Govern-
two Presidencies of Madras and Bombay ?

them all the financial independence th.ey
would desire, or whether it would be entirely acceptable to them, But I imagine

that they would regard it as some slight, if not much, improvement on the present
state of things, and that they would like it, as far as it goes. I suppose that the?'
would be glad of the relief from the references about establishments. Their
management of their own budgets, though like in kind to what now exists, would
be considerably increased in degree and in effect. At present their allotment for
public works is both proposed and fixed for them by the Central Government, But
by this plan they would Propose it for themselyes according to their available means ;

inancial Department
establishments have
mments for sanction.

or else important intere

41.  But if the plan be quite safo
ment of India, /4ow would it affect the
I do not know whether it would giye
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S T ive a general approval. They would
sl Ay i qoverzlzezzn:::;gnon:v};iih Wou{:;;d be established between_ the
probably a,pprecwfﬂeue‘s of the Presidency and the increase of the expendltl.u.e
gro.wth i ?h? re;r.elrll At presént they ask, when framing their bu(.iget requisi-
on 1ts ad[mmstrahlo .the want ; and we grant as much as we see fit; 1n.both cases
tions, for as mu(;l 3‘: a.nyy direct’ reference to the income ‘of' the Presidency, fqr
pre.sumably wit > deed, there is hardly scope under the existing method. i
s i 1 ; so far admitted as above, that our control over details

42. ]:’»ut afte’l; lavmitra— distinguished from salaries and pay and ‘allf)wa.nces)
of  establishment d(ras co d Bombay, be somewhat relaxed, I must yet, in justice to
may, as reguds Ma t az zrof the G m’,ernment of India, point out that, in respect.o
the Fmancml' De};‘al’:n nd operation have been marked, and presumably beneficial
retrenchment, 1ts e e;: h: £ exg mined a statement (which was sent to the 'last year to
b0 SCOUUIHY:s Forsmt :,mong other papers) of the retrenchments carried out suc-
the Secret.al'y of el Presidencies and provinces of India between Septen}bf:lr
cessfully in the seve;asw while my predecessors (Sir C. Trevelyan, and the Right

1864 and September ) w’ere at the head of the department. T.hese cases amount
Hanershls Mass;}’ e in number. It is hardly possible to give the total of the
to three hundred S ODne affected advantageously by these ret.renchments; but
GvRR P Y hgndred thousand pounds of annual saving. I trust.: t.hat
must amount to ;m}lei stration, the result will be found not dissimilar. T'lus is a
under my wa.l a nﬂ: e fO;' which the Financial Department must o.bta.m more

i necessarll(}]’i: DPIE the ,performance thereof, the Government of India can only
;)diinfl th:tlllle Zl;;isf;ction of its own conscience, and for the approval and support of

ook for

the Shergfey LS. ts, if my plan as above sketched be not enough, it is as

43. At all e;erial;e to recommend at present, though, of cour:?e, I shou%d
m.uCh 5 ;e::l;ﬂ'le'ltseto the successful execution of any scheme that might be laid
give my Rt

i

down. It mieht be thought that, if an exposition of Presidency finance were
44, mig

: ts and questions would be raised by the
made as now progosed, g:rt;)::b:.rf‘i;lle; ight, pgrhaps would, “be t_he case. Well,
several Presxdenc.le& be reasonable and capable of being conveniently obv1at.ed,
B0, 185 s Lo mlg:;: eahd try to meet them—in extreme resort only, asserting
: woulfi ions t;: oA of the Central Government, and declining controvef'sy. I
the ultimate aut Ol:ltye reliance that the local Governments, at l.e?‘st knoang the
should, .howe-ver, | o ‘; such questions are beset, and the impossibility of their solu-
difficulties with w llcess B umants unduly, or too far. (?n the whole, I sh.ould
tion, Wo"lcll‘irnflrizrcg;tingeﬂcy as a bar to the very moderate improvement which I
not const '
suggest. he working and effect of this plan, prepared ai.; my
46, L wgboni @ 556 050 the Government of India in

hington, the Secretary to the
request by Mr. E. H. Lushing

o Fi“anci;l o If M OCAL RESOURCES AND EXPENDITURE.
AR o

dations apply to what is known
i emarks and recommen '

4d6_- Tl:ieﬁ(i;;i:;zlgbzdget' This budget, as will have been seen, I would
in India as

i
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keep much as it is :

exigting i on’eli)t(;lt:; Zlildthe 1r.ecelpt; and the expenditure side. There is no

BiilGot T sgbtine that it edW uch I would place out of, or remove from, that

BN sonicuar ¢ G 1eads of general revenue therein shown are to re’muin
ie Central Government. Weo have fortunately got those

that it now or
ants f : A
driven by “iforesee: :ihe var 1tous services to the local Governments, It might be
led: it rathe recumstances to grant less, but j ST g
: her hopes to he « 88, but 1t hopes not to be ¢
i e graduauy able to grant more. e The (]u:stigumtllntlaf;-
but how to d oot b ; g y there-
evelop a get by subtraction or otherwise
i P suri’lllexgentary budget for ¢ach Local Govcrurncn;L “r[l‘;:(;
ame ot : . ?
01 question will have been much cleared by what has
47. I sghall umperial revenue, 2 by 188
4 < ap ]‘Oacl | 1
" Local f-aXnti(m,” (irp by V:'] tléo epon. hy I‘Omarking that  Local Funds,” or
exist ]apgcly in India, and a;a ::}f-rb_’tméﬂo these things may be called, do ulr; ady
the Imperial 1, ;i » exhibited in supplemeor o
udget y ¥ Ppiementary budeets over b L%
spoke of them asl;motﬂ)ot"(.} spol:)eu of. In his budget Sl)iech (i 18((5)(; O;I,i])(ll\l(llfo‘('
set down at 3 ‘millionq,n ;l‘g£2 23 millions, For the currenf year l%‘q, ;‘(‘) '” e
. 2.939 59¢ > S L OLO-O! ) e
fund, Pound fund, Ec’lu:ati %932,520. This sum consists of Road fllr;d l;{:e
Hospital funds, Port ang haﬂ‘:“al fcr.»ssets, Police cesses, profits of prison ’lab omy
3 on (. SC
like the Cotton Frauds Act, r funds, Municipal octroi, fees under il Acts’
’

and Misee }

represent the full total, Oy tl 1scellaneous, But this aggregate does not reall
management of Goyernm ty 1050 funds are shown whicl, may be 1(“ e
ent Officers. There are large fun ds undt:lnt«_ler thefduiec;

't the control o

Municipalities
and such like bodi .
ments, g ‘ : 1es, which are raise - e o
Presid’en 5 :0&11} constitute local taxation, Sucli"vd-u“]del the Legislative enact-
gftans ¢y towns and other large plhoss. e g e are the Municipal taxes in the
in n gt o0 Hero ate many resources f. % ]dm not at present shown in the
105t parts of the country, whicl oo nrees dor the support of the village watch
all these wer » Which partially escape exhibition i 8
't se were to he shown, the total would p bl. *uutton.in the peounte, 1f
I ; 0y
:}s Ifl‘esent figure, up to perhaps nearly 4 millli(()nably'lgo o fow. & milivoe
1e 1mperial incom o 18, s is about Awolfth of
e of 48 millions, My, Massey remarked with mlu(,l?l!l'oztc‘;cliltllll
s 13 h fore
70 millions, or one-fourth, Bt 17 nnl!lons for local purposes on a revenue of
much heavier relatively than i A€ trut.h 18 that in India the imperial taxation i8
Oited Khstos o g 2an 1 the United Kingdom, The taxable wealth of the
the proportion of 70 ;;anSCommwd with that of India, be much "‘l‘()lléCl‘ than in
resources of India than the '7’( Tl}o..;g millions represents a Iargct:' share in‘the
In India, therefore thcl‘re islcnot) millions in the resources of the United Kingdom.
) ‘ar .
land. nearly so large a margin to work upon as in kng-
48. But even if : X
inereased local tmutliorlho pe OPIO i India were more able than they are to bear
it would not he c;)rr ht,tcun if they were rich instead of being as they are poor,
done by the communei‘; 0 supposo that they would willingly tax themselves, as is
e TR st )’it:]l: s];l'Ch a large and beneficial scale in England. They are
¢ . . . . -
the distinetion botu J intelligent or ptolbhc spirited for this. They would not see
Wween taxation for imperial and taxation for local purposes.

gone before in respect t

.
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They would regard the latter as virtually taxation for the public service. There

is not much hope of popularizing taxation by declaring it to be only local.
49. Tt will be interesting to note the way in which the total of 3 millions is

the different parts of India, for 1868-69 :—

made up by
Amount of Local Percentage of Local
Province. Fund annual. Fund to General
3 £ Revenue.
Madras ... 452,730 58
Bombay ... 497,800 54
Bengal ... s 580,493 G
N. W. Provinces. ... 672,240 11:0
Punjab ... i 279,969 79
Oudh... ... 142,460 96
Central Provinces... 164,200 14-2
British Burmah 106,399 9
Governmentof India 36,220

Total .. 2,932,521

e Sy

It will be apparent that there is some variety in the growth of the system in the

several provinces.

50. The problem is how to increase these amounts either in Madras and
Bombay in particular, or in the provinces of India generally, Now hereon,
it is frequently held that something in this way may be done; but when any
method of doing it is proposed, objections are raised, sometimes with truth.

helming consideration that the country

In the first place there is the overw
cannot afford to pay much more than it now pays. If our 3 or 4 millions
are o be compared with the 17 millions of England, the inference might be that

9 or 3 millions more might be raised by local taxation in addition to the 3 or 4
millions. But then can the country pay 2 or 3 millions in addition to what if
While admitting that it might pay something by degrees more and
more, still I fear that it certainly could not pay any such additional sum at
present. Then going into detail of particular taxes, I find that some tazes
recommended as local taxes have been condemned as imperial taxes; nota-
bly, the tobacco duty and the succession duty. Instances might be further
adduced, but it would be tedious. Again “Octroi,” in its widest sense, has
found favor with many local Governments. But a cry arosé (not altogether
without reason) that this was becoming a tlf?'DSit duty, was interfer-
ing with trade, and was likely {o affect the ip= .ial customs. Accordingly
the Government of India ‘has recently laid down excellent limitations for. all
India conﬁ;ling octroi to articles brought into towns for food, drink, m}d bulldmg.
The effect must be some reduction of the octroi receipts. Besides this, a fear is
entertained by many authorities of local taxation being overdone, rather than neg-

ted.
X 051 At present it may be hoped that the local governments would, for the

most part, prevent their people being over

to be put upon th

now pays.

-

taxed. But if any undue pressure were
em by the Central Government, they might be induced to over-

W R - R
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strain local taxation, and if they were to do this, the political effect would be bad.
On the other hand, in some provinces, no doubt local taxation does need expansion,
notably Lower Bengal, and the Bengal Government was urgently addressed to that
effect in April last. Recently the Bombay Government has been authorized tolevy
a cess of six per cent. on the land revenue for local purposes. That Government had
a project for raising a sort of local license tax ; sanction to this has been deferred pend-
ing the settlement of the income tax. The Governments of Madras and of the
North-West Provinces have had Acts passed for local police defrayable from local
resources. The Central Provinces have been allowed a portion of their ¢ Pand.ree:'
house tax (an old Mahratta impost) for local purposes. Instances might be multi-
plied to show that something or other is being constantly done in this direction.
' 52.  The drift of the foregoing remarks is this, then, that the local fund or
local taxation system already exists in India toa considerable extent ; that it is
being developed already; that additions are frequently being made ; that there is
little fear of the matter being lost sight of; that in some respects there is even dan-
ger of over-growth and over-development in this direction, Nevertheless, I dare
say that there may be room for additions here and there, though not for general
expansion '

93. The Local Governments might understand that the Central Govern-
ment, while retaining under its direct and immediate control the existing heads
of imperial revenues, would leave all local funds and taxes, provided that such
imposts were approved by the Central Government, to be at the disposal of the
local Government. Whether the local Government could devise, or propose, any
such taxes in addition to those alread y existing, or whether such proposals would
be approved by the Central Government, I am not sanguine,

54. In 1865 my predecessor, My, Massey, addressed a demi-official circular
to the heads of all local Governments and Administrations on this subject.
Examining the various replies, I find that the following taxes have been recom-
mended by one or other of these authorities in different parts of India, namely,
a tax on

Tobacco.

Betelnut and pawn.

Horses and Ponies,

Native marriages.

Butter—meant to fall on certain classes of graziers,

f - License Tax.
License of Trades and Professions { Pandhree &

Houses.
Succession duty. : _
- ~pvutitl Tate upon property in permanently sottled zemindary or other set-
tled lands for repair and construction of roads.*

Without now pronouncing on the feasibility or otherwise of these proposals, I
apprehend that but few of them would be allowed by the Government qf Ind::l-
If this apprehension be correct, it follows that we must look, rather to the natu

al nstruoted by
* I once recommended, in the Contral Provinces that & tramway, some fifty miles long, should be co
private capital on th:nuou'my of local funds, and aguin (hat o road rato should be levied on o distriot for o partioular
road directly benefitting the locality.
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the money f ' .
whols a‘&);i:’rrx::nbmu.st be rame-d on the credit of the imperial revenues, and the
¢ included in imperial finance, But small irrigation works

within the means of the local
in the foregoing Paragral(:}(::. funds would be arranged for in the manner described

CONCLUSION.

69. Iavi :
budget, amiufv’::% ;:: :tatod Whaft I have to say regarding Part 1st, the imperial
diture and income of 20 5 tax.atmn and resources, I shall touch briefly on expen-
drawn by the Secr t !‘eproducnm. works, a subject to which my attention has been
e etary of State simultancously with localization of finance. How
gk el m'Occ:'x}nected with loc,:ahzation of finance, according to my view, will
to a limited l:aI;tenr:: lrom the foregoing paragraphs. It is chiefly imperial, and, but

: , local, p ’ 3

(4! O
bidekationt (l)fhfh?gir has been duly taken up by me, and is undor the careful con-
briofly Sscg Lo nment of India. Meanwhile I will just state my conclusions

'; 1: ”Iﬂlls Minute has already become so lengthened.
A ertainiy b::;iif;m’“‘_l that, always as much as possible, and for the present
yielding a l)ositiy-en%n is to bo restricted to reproductive works, that is works
B Saitwris underta]fneybretm' Such works are primarily those of irrigation ;
such were undertaker - dy tha- State, and works of municipal supply (if any
ey form ezlg.an the like, would be included. But works, which how-
for productive wo ?(0 lrelctly reproductive, would be excluded. The loans raised
grotped, And the : : would be scparately detailed in our statements, and carefully
i head,of ke : erest on the same would be separately shown under the gene-
e el b e L e On
il lan:] r]:v mcor.m:l from such works would be separately shown such as
income fro’m State r:irll::, 8 -l:fCtly- due to irrigation from the works; the traffi
like. ys ; the gain on exchange in railway transactions, and the

72. Such an exposition in figures would displ i
de ould display the greatness of the interest
prz):;(iet?;:n these works, and would facilitate the obtaining of resources for their

(Signed) R. TEMPLE.

[

Note by E. H. LUSHINGTON, Esq., Secretary to Governmeént of India Financial
Department. ’ ,

; 'l‘l.xc question of decentralizing the finances has again been taken into conside-
yation in the Financial Départment, with the view mainly of enlarging the powers
of the Governments of Madras and Bombay. ‘

In lieu of assigning a few grants or portions of grants, as in the former scheme,
to meet cortain civil charges, the entire revenues of each of those two presidencies
would be made over to meet the civil expenditure, subject to certain deductions, in
the first instance, on account of the shares of those Governments towards the home
and imperial expenditure, and subject also, as regards expenditure, to certain con-
ditions to be presently noticed, which would, on the one hand, maintain the
financial ¢ontrol of the Government of Iudia in all essential particulars, while on

e M e
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the other, they would leave the local Governments unfettered to regulate the
details of their several departments in the manner best suited to their requirements.

The deduetion from the revenues of these two local Governments on account

of the home and imperial expenses would be annually regulated by the Govern-
ment of India according to the necessities of the Supreme Government on general
considerations, and with sufficient regard to the population, area, or proportionate
charge of taxation per head in other parts of India.

As a rule, the object would be to maintain the sum once fixed at the same
figure so as to allow cach of these two local Governments the power of expending
any surplus revenue over and above that which would be required to meet the ordi-
nary civil charges of the year, and their contributions towards the ways and means
of the Government of [ndiain the improvement of their respectivevadministmgigm,

ements of public works. < : _

or in enlarged disburs

As a basis of caleulation, that sum might be taken as a contribution from each
local Government to the imperial revenues which might be found; from an esami-
nation of the aceounts of the last few years, to represent the actual contribution
made by them to meet imperial charges. In making such an examination, receipts
and charges, not purely of & local nature, would be deducted from the actual figures
1o account, and whatever balance of receipts remained over

on each side of tl
‘charges, would be held to have been the actual contribution from the local Govern-

ments to imperial purposes.
The following conditions should be required from the local Governments in
regard to the cxercise of this proposed extended financial authority :—

J.The annual submission of & budget estimate showing, as ab present, the
- estimated receipts and charges under their respective heads.
I1.—No transfer to be made from -one major head to another without the
Government of India.

previous permission of the
111.—No new office to be created, and no increase over existing rates of pay
to be passed without previous authority.
1n addition to the removal of much of that friction which so frequently now
oen the local Governments and the Government of India in regard to
enditure, the local Governments would obtain the substantial
advantage of having a personal interest in the increase of the revenuesof the pro-
vinces under their control, as every rupee, after the payment of the imperial contri-
bution, might be spent by them in the improvement of those branches of their admi-
nistration which most needed it. - They might also remodel all establishments, or
branches of service withouf reference to the Government of India, provided they

observed the conditions previously stated. - g J

On the other hand, the Government of India would give up no financial con-
sidered essentially necessary to the interests of British India.
Their requirements for home and imperial purposes would be secured by the annual
appropriation from the Local Governments of a sufficient sum to meet their share
ander these heads, whilst the preservation of the authority of the
a over rates of pay and transfers between major heads would

arises betw
petty matters of exp

trol which could be con

of expenditure
Government of Indi
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ﬁ@e case of the lowest appointments, is necessary, on the ground that ¢ if anything
«he conceded in one place applications for similar concessions are sure to be made
“ from other places in a manner which cannot practically be resisted ;” that ‘ if one
«]ocal Government were to grant this and that to-its servants, the ﬁeighbom-ing
«]ocal Governments would before long have to follow suit ;* that * unless there were

« g central check over all the local Governments, é,ny one local Government that
< might be more than ordinarily progressive, would give the lead to its neighbours,
¢ and they would have to adopt its pace;” and that thus the speed for India
< generally,” in the matter of expenditure, ¢ would have to be measured by the speed

« of the fastest portion of it.” These arguments, it appears to me, do not sufficiently
and incentives to making the best possible use of
their available Tesources by which the Provincial Governments will be influenced
if they are invested with larger powers, and at the same time with a more real and
better defined responsibility in regard to the administration of their revenues, and
the distribution of the Provincial expenditure. It is hardly probable that the mem-
bers of a Provincial Government, having a certain sum available for educational
will be disposed to fix the salaries of their schoolmasters at unnecessarily
high rates, when they are aware that every rupee which they expend unnecessarily
on salaries is so much taken from the fund available for the establishment of addi-
tional Government schools, or from grants in aid of private schools, or from some other

e

take into account the motives

purposes,

purpose to which it might be applied, to the benefit of education and to the eredit of
the Government. Norisit reasonable to suppose that a Government, having a fixed

o maintenance of its Police, which it cannot increase without trenching on

grant for th
the ways and means of some other useful and necessary branch of the administration,

would, in the absence of a well-established necessity, increase the pay of its consta-
bles at the cost of diminishing the numerical strength of the force, and thereby risk-
ing its efficiency. Ifa Provincial Government can be trusted with the expenditure
of a million annually on public works, subject* to no further restriction than that
projects which are estimated to cost more than four lakhs, (the limit now suggeéted
by Sir R. Temple,) shall be submitted for the previous sanction of the Government
of India, and that the amount to be expended on Military buildings shall be regu-
lated by the Central Government, it may surely be allowed to exercise its discretion
in settling the wages, as well as the number, of its Police Constables and of its office
peons. ' : :

3. And as a matter of fact, under the rules which have been in force since the
present Budget system was introduced, the settlement of these matters is left praca :
tically with the Provincial Governments. Under these rules it is competent to the
Local Government to sanction any alterations in rates of salary in the case of other
than Gazetted appointments which they may deem necessary, or to create any new
appointment, provided that any increase of charge that may be involved in the
arrangement can be met from the Budget grant of the year, and also provided that
in the case of revisions of salary, no salary shall be raised to a sum of Rupees 5,000
annum without the previous sanction of the Government of India and of the
the case of new appointments that no new office can be

T e A
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Home Government, and in
# The statement in the text is, T believe, a correct description of the effect of Sir R. Temple’s proposals as regards
which is defrayed from current revenue. All projects of works to be

that portion of the Public Works expenditure
executed by means of loan money will have to be submitted to the Government of India.
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created on a salary exceeding Rupees 3,000 per annum without a similar sanction.
The sanctions thus given by the Local Governments are entered in monthly state-
ments submitted to the Government of Indiz._and are subject to the confirmation of
that Government, which however is very rarely withheld; so rarely that it may be
saf'ely‘ asserted that, in the case of all really pc‘-i,ty alterations in the rates of salary,
thﬁ'dlscrction of the Provincial Governments is practically unfettered. During the
period of nearly seven years that I have been connected with the Madras Govern-
mfmt, first as Chief Secretary and latterly as a Member of Council, I cannot call to
mind a ’fi“gl@. instance in which the px‘ocu‘cdings of that (}ovcrnmcr;t., in the excrcise
of the dlscx'c"txonm'y power thus vested in it, have been overrnled hy the (Central
qovemn‘)ont. It is possible that there may be one or two isolated cases of interfer-
ence.whlch have escaped my recollection, but if o, their number is so ingignificant,
that 1.t (l.oes not really affect the corvectness of my statement. Very much the same may
be .sald in l.'egzu'd to the creation of new offices of a petty character with reference to
which t-l}c interference of the Government of India is by no means frequent. In one
xTotablo instance, the revision of the expenditure of the Revenue subordinate estab-
hshmfnts, mnount?ng to upwards of 20 lakhs per annum, which was entrusted to
I:Iexx‘"iolde];g > 21;0 ‘50[11101' mamber (')f the ‘Bom'd‘ of Revenue, and which extended O.Vel‘ a
I several yii.3, the proceedings of the local Government were practically
uncontrolled by the Government of India, and the revised scheme. the greater part
of which had been in operation for some years before the final rvpo’rt was submitted,
was accepted, as a whole, without the alteration of a sinclo item of charge. ~What, I
would ask, is the real advantage of a power of control whi:h is 80 rarely put in force ?
4. The disadvantages of the system, on the other hand, are sufficiently obvious.
[t certainly is not conducive to the prestige of the Provineial Governments; and
indeed it is' almost ludicrously inconsistent with the somewhat costly machinery
which has been provided for the administration of the Madras and Bombay Presi-
dencies, that these Governments should be compelled to go through the form of gubmit«
ting every trifling matter of this nature fo the Central Government for confirmation.
'In the case of an able and zealous Government the apparent want of indopcndcnco
in matters of such a petty nature can hardly fail to be an oceasional source of irrita-
tion and annoyance. With Governments of a different calibre it is often made use
of as an excuse for shortcomings, which are in reality attributable to other causes.
I'am persuaded that the scheme of decentralization, sketched out in Sir R. Temple’s
Minute, will prove far more conducive to the best interests of the country, not except-
ing the maintenance of a sound system of finance, if the restrictions on the action
of the Provincial Governments, in regard to altering rates of salary and ereating new
offices, are confined* to appointments of a compam{.ivply high grade, say to salaries
exceeding Rs. 500 a month., :

5. Talso think that the measure would be much improved by making it an essen-
tial part of the new system of finance that the Provincial budgets shall be subjected
annually to the revision of the Local Legislative Councils. There is no check on
extravagance, or on mal-administration of any description, so effective, as that which
is imposed by the knowledge that every act of Government which in any way affects

* Of course any proposition for the establishment of a new Department would have to bo suhmiupd&nl n whole, ff’r tll:O
sanotion of the Government of India. In such o case tho lowest salarios, aa well the bighest, would bo included in the
ostimate of cost,

e i

hakinas

i et i §

N e

PTG E - et 4 SR S

Py g L -
SN D]

e

- s s sy b A AR R A P 8 S A s b1 e o

Proceedings of the Madras Government, Financiul Department,
22nd March 1869,

S

y 4

27

its finances ; every omission to utilize its resources to the best advantage, is liable to

be subjected to public fliscussion and criticism, conducted by persons who either

have, or have the means of obtaining on the spot, an accurate knowledge of local

fé.cts, and of local wants and requirements. I dare say that at the commencement

no very marked consequences would result from the adoption of this arrangement.

Possibly the first Provincial Budget would pass through the Council with but little

comment or questioning, on the part of the unofficial members. For a time the

novelty of the work would deter them from doing much, but before very long ques-

tions would be asked, and amendments moved. One member would urge that a cer-

tain line of road or a particular bridge, the want of which had long been recognised,

should be inserted in the Public Works Budget for the ensuing year. Another would

bring forward the claims of a rising town to a higher and more efficient grade of
judicatory. A third would draw attention to the irrigation wants of a District or

Talook. A fourth would bring under notice the inadequacy of the provision made

for educational grants-in-aid. And inasmuch as the aggregate expenditure must be

restricted within the limit imposed by the Central Government, unless additional
resources can be provided, no proposition which involved an increase of charge in
one direction, could be adopted, unless it could be shown that the additional cost
could be met, either by retrenchment in another direction, or by the imposition of a
new tax, or by some better method of administering an existing source of revenue ;
.and in this way discussion would be promoted, followed by criticism in the public
press, and an impetus would be given to an economical, and at the same time a judi-
cious prosecution of public improvements, for which it cannot be said that there is
any adequate guarantee under the existing system. Another very valuable effect of
the change would be, as Mr. Laing observed in his Financial Statement of the 27th
April 1861, an extract from which I appended to my former Minute, to add materially
to the dignity and to the sense of responsibility of the Local Legislative Councils.

6. Sir R. Temple proposes that the existing state of things should be taken
as the basis for settling the quota to be contributed by the several local Governments
to the Imperial expenditure. = Assuming the present annual revenue of the Madras
Presidency to be in round numbers eight millions, and the annual sum at present
contributed by it to the general expenditure of the Empire including the Army and
Marine, to be four millions, he would fix the latter sum as the annual qontribution
of the Madras Presidency to the Imperial Exchequer, not to be exceeded, unless,
owing to unforeseen causes, it should be absolutely necessary for the Central Govern-
ment to raise the Imperial demand, and would leave four millions for the expen-
diture of the Province, which might be raised hereafter in the event of the revenue
increasing and the Tmperial demand not being proportionately increased. This
question of the amount of the annual contribution to be made by each Province to
the general expenses of the Empire, is one which will have to be settle('i by the
Supreme Government, but it is one which will require to be determined with grfea.t
care and consideration, and on which the Local Governments, on the first occasion
at all events, should be heard before any decision is come to. In conne?zion with it,
t will be necessary to settle how that portion of the expenditure which is composed
of interest on loans raised for irrigation works is to be debited, whether to the

General or to the Provincial budgets, The latter course would appear to be on the
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whole the more equitable, and to be that best adapted to ensure due caution on the
part of the Local Governments in recommending projects to be carried out by means
of loan money.

7. Tagree with Sir R. Temple in thinking it expedient that an effective check
should be imposed on the Local Governments in regard to the re-distribution of the
several budget heads of service within the budget year. It is of great importance
that those Governments should have every motive for framing their budgets with
the utmost possible care. Five per cent. on the total head of service might be fixed
as the limit of re-distribution, and for any transfer in excess of that limit the sanc-
tion of the Central Government should be obtained.

8. Talso agree in the opinion expressed in paragraph 30 of the Minute that
savings, at the close of the year, should lapse to the Imperial Exchequer.

9. The suggestion made in paragraphs 61 and 62, that the Provincial (Govern-
ments should be empowered to make loans on its own authority on the security of
the local fund of any one District or place up to a year’s income, provided that the
tOtﬂl_ of such loans shall not exceed half a year’s total income from local funds of the
Presidency, appears to me a very good one. I also coneur in the proposal made in
paragr 3P1} 66, that salaries from local funds beyond a certain limit should require
the sanct-'lon of the Central Government, but I would fix that limit at the amount
up to v.vlnch the Local Government may be empowered to sanction salaries or alter-
ations in the rates of salary without reference to the Government of India; and
that amount, I should say, ought not to be less than Rupees 500 a month.

(Signed) A. J. ARBUTHNOT.

No. 58. Mixvte by the Right Honorable the PRESIDENT, dated 11th Feb-
ruary 1869.

The last proposal framed by the Supreme Government, with a view to conferring
gre.ater measure of financial independence on the local Governments, was one to
wl?1c¥1 I could . not give my support. It contemplated the disintegration of the
existing Imperial Revenues. Certain taxes, or certain portions of taxes, were to be
pcrmanent:ly ceded by the Government of India, and appropriated to particular heads
of expenditure in the respective Presidencies. The scheme appeared to me to be
wanting in breadth and simplicity. I did not see that it was called for by any
urgent necessity, by the pressure of any serious defects or abuses in the existing
f;ystem. It did not afford a remedy for the slight embarrassments which the exist-
ing system might justly be held to embody. It was associated with an intimation
that it might be desirable to introduce something of a federal character into Indian
finance, which would, in my humble opinion, impair the credit, energy, and gplendour
of the Supreme Government which it is most important to support. That project
has been laid aside, and one of a radically different nature has been gubstituted in
its place—a plan which seems to me to reconcile the authority of the (entral Power
more happily with a legitimate freedom of decision and action in the Presidency
Governments.

2. The great merit of the proposal submitted by Sir Richard Temple is that

it is simple. It does not parcel out the taxes of the country into Imperial and
Presidency taxes by an arbitrary clagsification. It does not, with a single exception,
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divide any pa.rticﬁlar tax between the Supreme Government and the Presidency
Governments ; it does not apportion any particular tax to any particular purpose.
Tt preserves the Imperial Revenue intact ; 1t leaves the whole in the hands of the
Central Power; it provides that from the whole the Imperial charges shall, by an
annual estimate, be defrayed, each Presidency contributing approximatively in the
existing proportions ; it would apppropriate to each Presidency a round sum repre- ‘
senting approximatively the balance of the provincial revenue for admininistration
and public works, leaving the repartition of this sum to the judgment of the Presi-
dency Government, but maintaining a general and effectual control in the Govern-

ment of India.
3. To the general outline of the project I accede ; but I venture to demur to

some of its features.

0 o | object to the exceptional treatment of the Income tax sanctioned by
Sir R. Temple. I do not see why the Imperial tax should be divided rather than
any other tax, rather, for instance, than the Land Revenue, or the License duty, or -
the revenue derived from the Farm of Spirituous liquors. Of all taxes the Income
tax appears to me to have the most Imperial character.

Much might be said in favor of permanently appropriating a portion of the
assessment on wet lands, or a portion of the License duty to Presidency or even to
local purposes, but little, I think, specifically in favor of dealing with the Income
tax in this way. We are surely not bound for all time by a declaration on the
part of one of the predecessors of Sir Richard Temple, which must have been
rather the expression of an intention than a positive engagement.

The Income tax is a tax to be imposed in a case of proved exigency ; it ought
to be a financial reserve to be brought forward when the State has a great
obligation to fulfil, a great necessity to meet, a great exertion to make. It
ought not, in my humble judgment, to be identified with provincial wants and
provincial habits; it ought not to be naturalized in the Revenue system. It secms
to me that, if the Supreme Government is disposed to make the sacrifice of any
source of material revenue in favor of Presidency or local wants, it would be better
to give up a whole tax than part of a tax, and that the License duty would be the
most appropriate concession. In regard to that tax there is also an engagement,
The promises made by Mr. Massey are not less respectable than the ¢ principles
established”” by Mr. Wilson, and in this case they are more consistent with public
expediency. _ '

4. Sir R. Temple would refuse the Presidency Governments the faculty
of creating any new office or department, and of regulating the amount of any
salary without the sanction of the Government of India. e would, however,
leave it to the Government of the Presidency to increase the number of its fune-
tionaries in existing establishments keeping within the limits-of the Budget grants.
In fabt, while sanctioning a facility which might be dangerous, he denies a power
which would be decidedly useful. The Government could multiply ill-paid offices,
but could not consolidate them and pay them better. But the true policy of Go-
yernment is to diminish the number of its servants, and raise their status. I heartily
agree with Sir R. Temple in all that he says respecting the absolute necessity of
maintaining the controlling power of the Supreme Goverment in respect to the
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creation and remuneration of the higher offices, especially in regard to those for
which Englishmen are particularly eligible. An absolute independence of the
Presidency Governmients concerning the nomination and emoluments of Officers
in the Educational and Public Works Departments might launch them on a course
of competitive expenditure, in which Bombay would probably lead the race, anl
Madras always be hindmost. We should get the worst men, and still pay too much.
But the Finance Minister surely presses the rule of incapacity in the Presidency
Governments and of control in the Supreme Government too far, On the other
hand, with all possible deference to the judgment of my Colleague Mr. Arbuthnot,
I think that he contends for too large a meusure of indc-pcndcnéa Mr. Arbuthnot
would grant the Presidency Government the power of creating and raising salaries
up to Rupees 500 per mensem without referring to the Government of India. T
would rather fix the limit at Rupees 250 per mensen. This would exclude the
higher class of Englishmen who enter the Uncovenanted Service, and restrict our
provincial independence to dealing with the great bulk of Native employés whose
desires do not extend beyond the confines of their Native Presidency. The same
rule might be applied to functionaries whose salaries are defrayed from local funds.

5. The suggestions made by Sir R. Temple in reference to the powers to be
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system among the Presidency Governments for their respective local administra-
tions, as the starting point for the future. He would put aside any elaborate argu-
ment based on a comparison of Presidency Revenues and Presidency appropriations.
Approximatively he would, in the first instance, take from each what each at Present
pays for Imperial charges,leaving approximatively to each wha.t ez?ch now receives for
Presidency purposes. It has been succinctly but to me convincingly shown by the
Finance Minister that the present basis is sufficiently equitable, and certainly no
other basis could be attained without complicated discussions, which might easily
degenerate into an embittered controversy. I confess, howevex:, that I regret that
Sir Richard Temple has lent any countenance .to the maxim that. Presidency
appropriations should be discussed or fixed at all VY’lﬂl reference' to Presidency pay-
ments. The repartition of Imperial Revenue in each Presidency or Province
should be based on an appreciation of the wants of each, rather than on a considera-
tion of the contributions of each. The Revenue of India is one great National
Revenue to be carried and wielded by the Supreme Government, not only for
Imperial interests, but for provincial interests. There will never be enongh money
to satisfy the claims of all. The Supreme Government can alone decide which claims
ought to be satisfied first. The Imperial Government should, in this respect, act for
India as the Provincial Governments act in their respective boundaries. The dis-
trict of Tanjore pays the greatest amount of revenue in this Presidency. Butin

conferred on the Presidency Governments for contracting or sanctioning loans on
the security of the local funds of any District or place appear to me tobe too liberal,
not with reference to the ratio of the loan to the revenue, but with reference to the

fixing the appropriations for the several Districts, it does not follow that Tanjore
will receive the highest share. It will not receive much because it pays much. It
may receive little because it needs little. The distribution of the Imperial Revenue
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description of localities in which these powers would bo exereised. I inclineto
restrict the power of sanctioning loans for the present to places having a Municipal
Constitution. Such local loans ought not to be made without some consént, cxprcssed
or implied, on the part of the inhabitants of the locality. The Municipal Commis
sions are not formally representative bedies, but they are so essentially, and when
they assent to a loan for public improvements, it may be fairly assumed that the
measure is not only useful in itself, but aceeptable to the tax-paying community-
In the country districts I know of no method now existing by which the pnplllm'
consent would be conveyed or inferred. We have no Departmental Councils, n0
Quarter Sessions, no Commissioner of supply. 1 would not grant the Presidency Go-

to the several Presidencies and Provinces for Establishments and Public Works may
safely be left to the equitable decision of the Supreme Government under the control
of public opinion and the Secretary of State, but if the Supreme Government, hav-
ing appropriated the general Revenue, not with reference to provincial payments,
but to the greatest good, will consent to make the several provincial appropriations
en bloe, leaving the lump sums so awarded to be bestowed and applied by the Pro-
vincial Governments according to their better local knowledge, such a determina-
tion I would accept as most reasonable and politic.

7. It has been suggested by Mr. Arbuthnot, that, under the proposed order of
financial administration, the repartition of the lump sum, awarded by the Supreme
Government for the use of the Presidency, should be discussed and settled in the

vernment the power of saddling a Native Country District with a local loan on the
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mere recommendation of the Revenue Officers. The loan might be altogether . '} Legislative Council. The measure APhears to me to be recommended by several
repugnant to the public feeling of the place. In general I would deprecate the ex- J { reasons. .The motives of Government, in the applic.atiou of the' revenue to
pansion of the loan system, and the faculty of running into debt. The present ]'ocal ‘ ) specific ol?Jects ronld ba betkss u.ndef'stood Zy tl.le p-ubhc. The nat.:lve et T
taxes are unpopular though the funds are spent directly on a few simple local objects AL of 001.mc11 woult.i have some voice in .the istribution of funds which are almo_st

¢ exclusively supplied by the classes which these gentlemen represent. The Legis-

most patent to the apprehension of the people. Iwould not swell these imposts,
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i 1 ‘1 ooperati d perhaps ! lative Council would gain in public consideration by this addition to its functions.
by adding the interest on loans contracted without local cooperation, an ' y i ke e ' :
agplicd tg purposes in advance of the popular understanding. It may be l";"'ls“’(llo rﬁ . rll:;iliol‘?:g?:]oegc:V(::'I?)yb;f:so:i:zgstzgﬁgzt nfluences brought to bear upon it
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e RS e T > Oflll’lqrtlxl;qiun of local | 8. While I adhere in general terms to the project communicated by Sir R.
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holders which might be associated with the Collector for the et
interests. In such a body the proposal for a local loan might properly O“{-;mtnigi
and it might be safely sanctioned by the Presidency Government under the restr
tions laid down by the Finance Minister. .

6. Prompted by the desire to make his proposals simple and p
Temple has adopted the repartition of Imperial Revenue, made unde

Temple which I really believe tobe of substantial use; while I highly appreciate
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the liberal and practical spirit in which it is conceived ; and while I adopt the pro-
posal of Mr. Arbuthnot that the discussion of the Presidency Budget may properly
be trans.f erred from the close chamber of the Executive to the more public scene of
the Legislative Council, it would be a mistake, in my opinion, to exaggerate the
result.s which may be expected from the proposed innovations. We do, in fact and
[.)ractxce, now exercise the greater part of the powers with which we should be
mvested. by the Clharter of Sir R, Temple. The Budget of the Presidency of
Madras is sanctioned by the Government of India in conformity with the counsels
of the G.o?'ermnent of Madras, and the Governmentof Madras make, I firmly believe,
a repartition of the funds which they ask for essentially similar to that which would
be mad? by anybody to which the same task could be entrusted. The controlling or
correcting power of the Government of India is certainly not exercised frequently or
wantor.lly. The recommendations of the Executive Council are made with an intelli-
ge.ut view to the public interest. The Grovernment of India meets this Government
w1t!x co.nﬁdence and cordiality, with as much liberality as general necessities and
°bllgat1f)lls will allow. The only matters which, under a different system here,
could give rise to serious discussion would be the appropriations in the Depart-
m.»cnt of Public Works, and in nine cases out of ten I do not see how any deliber-
ative Council in this country could do otherwise than adopt the recommendation
of the Secretary in the Public Works Department, or of the Revenue Authorities,
who must after all exert the soundest judgment in making a selection from the
numerous objects of indisputable importance which claim our attention. Under
the proposed arrangements we should have much more of the forms of indepen:
dence, and something more of its essence; but the new method would, for the mos
part, produce the same results as the old. What we need is more monc’y rather than
a different machinery for dividing it and spending it. We can hardly spend it ill.
But the scheme of Sir R. Temple will not give us more money. At least it will
scarcely increase our Presidency appropriations any faster than they have inerease
under the existing system.

(Signed) NAPIER.

No. 59.  Mixure by the Honorable H. D. PHILLIPS, dated 2nd March 1869:

I have perused with much interest and have carefully considered the « Conlfi-

dential’” communication transmitted to His Lordship, the President, by Sir Richard
Temple. Adverting to the source from which this communication proceeds, 1 lm\t:
esen

to regret my inability to say that 1 should regard asan improvement on our pr
system of Government, the plan of decentralization which Sir R. Temple has
sketched out. It will leave to be done by this Government, far more than has here-
tofore been done ; but it does not remove, in certain matters, the general .00"“'01 of
which complaints have at t:mes, unduly in my opinion, been made. Nelth(.ar does
it remove the check on the creation of new offices, or relax the rule against th;
grant of inereased salaries. The check and rule are, to my mind, good, proper ‘"“

s'alutury; and if Sir R. Temple’s proposals are ever carried out, 1 would ndf'm atdo
their retention. I am quite aware that this system of restraint has been considere

[N
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Proceedings of the Madras “Go;vemfiﬁerut, Financial Depariment, v pis | / AR
22nd March 1869. ' e , *.

to be a galling one, but on the whole, 1 am disposed to believe, that, exercised as
it has been by the Government of India, with due regard for our real wants when
they-have been fully explained, it has operated beneficially for the general benefit
of the State, and I do*not, therefore, see what good reason there is for a change of
system, . S R ‘g

As regards the other changes on ‘the more important matter of the general
administration of this Presidency which it scems intended to introduce, I fail to
understand why they have been thought necessary. During the existence of the
present system, we have done well everywhere in India, particularly so, perhaps,
in the Madras Presidency, and this, though formerly the difficulties in our commu-
nications with the Central Government have been measured by weeks and months.
Now hours and minutes are sufficient, and this improvement promises to reduce to
a minimum, aﬁy occasional, triﬂixig 1mp£ﬂlment ‘regulting from distance. 1 look
upon the control of the Supreme ‘v(}_fo'verb,;}lent, felt as it ever has been, as a discreet
and useful control, whether in revenue or political matters. I shall be glad to see

it continued in its present form, and would let well alone.

~ (Signed) H. D. PHILLIPS.

No. 60. : : OrpER THEREON, 22nd March 1869, No. 146. -

Resolved that the foregoing Minutes of the Members of this Government be
communicated by His Excelléncy the Governor to Sir Richard Temple, in reference
to his Minute above recorded. ‘ | ‘

(True Extract).
R. 8. ELLIS,

Chief Secretary.

¥zd, 7, Wrights
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