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, it is ugue that the finsnclal scocounts of Sengsl ago
not comporatle with shose of Weest Bungsl, 88¢ thoy render
eompartoon GLfiioult even cuing e Dritish period Jue to
sopasional chonges in worpitosy, sceounting oyotom, financisl
setslononts sng niny other factoss. O€4ll, tho Smdmgntel
princislen apbodiod by the Sritish Uovernment in provincial
finastee olght be ginsildaered 2y the heyestons OF mocem Linonciel
syetem in indis,

Under thooe cifcurstanced, belore wntoring into our
cofe pbudy it will be portinent $o heve an inuroductory ides
ahcut the finescial oyston in Sangel prior w0 indepondence,
ihe sutiject im, Sndemd, vost aud full fustice csnnot be done 4o
it within the ld4ntted m?ma of our study. He shall, theorefore,
touch in brief only auny of the impoftent charecteristics of the
systexs during tho Dritish uie rainly from 1871 when Sinencial
aecontealisstion was introduced so thot & roush 1des night bm
obtained shout the dinancial bachzround of Weat Bengsl st the time
0% indenondentcm,

The soelysis will be nade in diffesest poctions ap the
financisl syseen in Dengal, &% in othoex pasts 1o Indiz, uncepwont.
vagiver ogoges of developmont o get it £inal shepee In the
first sootion will Yo exsrdved the ovolwtion of Soveroment {insnce
prior to 1928 The sscond past, denlt with in the secund sectiond
will contain the finsncial adainisuration under ‘Glarchy®s 4.0e
Sueling $931=37 and the thisd parl, Jeslt with 4n the third ssotions
will be dewoted o an analysis of the fnsl step boustds the
modern Pysten fete the notuze and growth of public m&nﬁ-& under
LGV iﬂ@iai sutopomy dering A9237=47,



buring thi carly Says of the ksst indis Sompeny's
fedon Sn Benosl, missovernment resched its climnze In fact
g roliable pyaten of justics pasched the pooplcde 3 SO this
thantic condition was furthes added on acute cuedency problem
Cwbich mods e Winl? sconomic stwaphere of Bengel 00
oomplicateds above alls there was the most dresdful famine
of 170eTs In tho exast woods of dir Hunter

*ihe culferings of the g:;e@le &re groven
&w on every recold of those dayep Mg iﬂ« ias
fempainle vy turfn ovsr & few pacses of any
paklie print without coming upon iorepraesible
widence mﬁ the suln &6 us»mﬂt Deptwes nig
#00 Dfese”™ *

hatovar oicht be 4he intensity of e famblm ey
-+ m@mﬁﬁ, cupreney ordsis end the dreadful feming of 176570,
the East Indis Carmany fron the very ,i,m:m%@n of ita *Dowaay®
ronlised & subetantiel smount of annusl surplus £don Bongale”
It wag held thor "untdl Losd Comwallls gesve x nobler intesuies
tation € dte (Compuny®s) Sutles, cormerce end money making
continued @ be reeognised as its chief end, cenguast and
goveinoant only as e fnportant mewn"-é'

These surpiuses were, howewss, wtilicod in purchasing
dnvontnoni, meeting the exponsos of wers Wid more primarily in
makine oood the a@%ﬁ*mﬁm mf othey Presidencing which bodcane

olmast & rogular noooticm.” In 1780, we sos thot Uix Eyce Coote,

the Coommiersinstigot, vas weiting o the Uovemor Yeneral ¢f
ﬂm@axx that the tressury of Nadeas was aupty and Lhoe future

disbursenents at Fort S George “would extesd soven lskhs of
Tupses per month, evesy cowrle of which oust coms £rom Bengal®s®

The gradeal dzadn of Dongal's poscuress o nest the
gsoiwos of vesiows warts ond o ioordinste dondades of othor



Ly

P oenidencise ondemmined ber flnenciel pesitions “Thu public
distreca’, weote Moipheraos, the scting Govemnsr Genorsl of Dengald,
in 1765, “wes neover s pressing 4 8% thie mouest. The uxsson of
hagwy coilection is overp the dsmands of Hadiss and Dombay ste
wost poeasdng IC oud srsears fof the ayay are wxeards of fifsy
lags”, LA Wite G0ipita the fagk that he rovenuce 07 Bongal wese
G Y %ﬁr* ﬂﬁf&iﬁt Lok B mont ot emponditurs, fos financisi
positicn wes provanted froo boetming stoongs A8 chhervod by Gdie
Buntes, "Bennal fguin the very Clost ssans to htve bemn the mileh
cow from which the other Presidencies draw thely suppors®eS

In this conngotion it 48 2o De aoted £het 411 1833 the
tinancisl system in Bagdle, 1ike othier Prosidencien under the
Britigh rale, ronedned to some extent diswinct aud sepatates All
the Pm&m&y Governsents poopasged powar to lovy taoxes 808
Sutites, s04 o Incur necesoery ax;m?c’-‘&mrm sutiecy w e contioel
of the Court of Dirociors of (he Bast Indle "*mmy. Bt
notwithstoading this sort of finangial sutwsony, ok solentific
sydter of pfovincial finonce was Jeveloned &t thst wimss I was
held ohat “the clacuification of sedeipts Mg mamw sne WAS 8O
wmt:f & lfarent a3 Lo pfeciude any useful corperinm® w

The tepsitorisl oad comoefcial affeizy of the Sompeny

- wetfe singled tugether %o fom end individual concecns Shoush the
Chageee oot of 1813 had dlrvpcted for the entive ssporation of two
getiviricn,’ cbeslute sepacokion was pob wifected wntil the Sharter
Aet &f 1033 closed the oowserpisl im&:imsa cﬂ thi Lompany
retaining only 4o moldticaed nz:emigy

Tho ara of territoriad exteneion and of adpinistrative
awrelocoont of the Company gave Tiges 0 hesyy oxpendituse in #i1
diractions, and the necessily of a systes of stoict financisl
control vas keenly felt, & uwmiwlm the GChogtolk oot of 1823



o

© insupursted a2 new chapter in the finoncisl bistory of Indie by
Introducing o pigurous centrolised aduinictestion in ell cattes
fncluding finsnce ohder the shanlule conteel of the Sovercr
Geperal of Ingiss Tho misutesd detalls of “al) financiel ‘
business £eom the nogotiation of & state loon down 19 sanceicning
of & choukidax®s pay’ were adminisvered by the coptpal
buﬂmimﬁwgw - ' |

sfter the wrensfer of sdministration of India to the
Britizh Croun in (858 though sone Cinangial yeprgoniasticns
vera fsllowsd, ne fnvovetion in this fegard was sttsmpted for
paietine,  “The lovsl budgets”, Senavked s...i»mg,m oven in 1874,
Tare simply # snae mnd Jelusions  ees IRZtREd O Derving my
good pw:wza% theaw wu;ats see BI0ply vwe.zmte je@imsy and
sm.i

he mimy of emmme emtrallsation Jeprassed aud
é«immmag% the Provinelal Sovemvsonts and femulted in 8 Bitter
releticnahiin wgﬂa the Supreon dovernment. Provieoisl allotments
were mase by 8 ozt of cocpronten wider which the sival claimy
wore sijusted, oot ao much My thelr isbesent weichi, as by thw
importunity of tho applicants, Ap obeerved by Aicherd Steschy 3

"The deieibution of the geblic lnoome degenarsted

105 something like a soramble, ﬁxs wnich the moot
viclong had she advastage sith very ildtide abtention

to roason®, Ho Fulther added  “as local econcoy
brooghe no loo al advantagn THhe stimuiuvg 0 avold waste
wis zaduced W minjoun, and e 6o Jocsl growth of

incone Jed 40 local mwaEns nf impoovosent the inteyvest
in developing the publig mﬁumw woR Blso %:smwm

dnm to the lousst leveld”

Humercus types of other avils Locsns oze Wd note
appasent 85 timo wont ohe O4f Hengy Hedne with sudference o
this problien roamarked,

*I & not. think that mybm&g can heve cbserved
the secent workings of our syetan of Sinspelal



aantrol without coming m the vonelusion té*-at. i£
i be not on the polnt of ad Ansvitable coliapown,
1% Is st s8ll sventa iIn great danger of ysing e 3%
m‘.m unless the stesdn be lightened mzmmw‘q‘

after & im@ disgusgion, ﬁm Sovernoent of Indip wap
coavinced that ¢ change in the financlal systen HOE DOCOHENNYe
Apeng ito vag &au@ amcmam@m it sunscssed t

Pie wan »sa-:;:x?a,:mt whot as £82 s poosille the
obligasione tp find the funds noceszary for
adninistrative irprovarante should Eaws Wﬁ mﬁ
guthocity ‘ié'%fau %:mmiatﬁ daty Lt wan o Sovigs
Suen ﬁ%@ﬁ&h'ﬂ&ﬁ Q

it fusther stated thit each poovincs hed opocial wapts of $40 owh
#ad might have noans £0r supporting thenm »iich ould not be
propesly &vm % dmperiel PAEDO Sy

in u:ﬁ%‘a& to yive offect to his princinie of ecentraw
1izatdon, the finemcial Fespsooibilidy of certein depaxtuante,
such ady Jallsy Police Ldmcetion, Medicsl services with some
&Jﬁﬁm’&iﬁﬂ& Registiouion, Printing ecorkain pubiic wozkes sto,
wore pods over o the Goveinment of Dingel foom int sopils 1874
onder certain cenditionss 3n addition o the roceipis fzoa
thess transterrad donastoants, a fixes Ioporial sssigomant of
Amg 346, 05,520 por s wag proposed 9 be grantad o Bengal
uwnder wwusl conditions Like othes provinces, 2 special allowssat
O Roefy 32 BT was &150 made Yo %imeggm in 1871 o fusugurais he
pchomg ﬁm&m&azg‘ Soma additions ang altagtions wers Howover,
meds cuiserpantly in this scrsnoesent of which the dedoction of
Fioeid XMy 000 from Dopodisl alliotment 4wl & tho soparstion of
snoen Efon Boagel 4n ié’é‘?é o mmmmt@“ -

% i3 oo meftm o meaticn that alUugh the doivable
livy of '~**;gw:&aizrﬁ sho Provincial Soverpments with lerger souwsrs
el posponaibilivies wos steted & B o nsin glfeative Si Lnde
shanga. 40 malwy 4% was the geocesity for afferding mli. = -3
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the Imporial finonce Shat 108 W 4tn adoptions This was Gisos
sasitied by the dSgvermment of India vho oboserved that as the
provineial dessnce were incressing fradusily thems "was only
one nenedy to plavehi the dwsads md thie could only be done
by dsposing on Ghe locsl Sovernments o seal #ad effeetive
reaponsiiiiey for nddntaining egeillibgive of thaiv lofal

£ inences® ,»,13 ,

3t wos cloar het the systen pub ¢ deiinits chedk o
the denends of the Provinciel Sevemment oo the central exchequar
vy shifting tho esponaibilitlies Of uome dEpRrtuontsd €2 Uhem.

But as obowrved by Henight ¢

"the whinde schewe 1z inbpired 17 ses pMFC
seliishnens, Uovermient [Imperias)) had geternin
to sporonviste every aoudce of expading Tevoous
&g A%s owry, theowing every sdnanding boad f
ehargs o fhe local dxecutivee eee Buprme
Goveosnont conld tow say positively that 4
agupsgats expondlin under cerbain hesds uceld
not dncgensas Yhus A0 has gbtained & rssl pover
of amptel in place of that vexstiouve woeddling
with detalle by whigh 1% woed to contpive %L:f
dborurt every local Covemment in Indle®e?

Mozeover, the Suprene Covesment retsinod albast
81) iin previows power of finonciel coateol over the Frovincisl
Govesooants It elco reserved ths shoblute right o alisr or
epnrevs the provinalal budget which was m&f&y & Part 9F the
Inperiad, 28C.  In roality the Provinoial uavw;mm: wes B%iid
1eft with 1itelo of no financiol indaonCencss e

‘ Ihe eontracts ot wege nede with CLifecent provincus
wEsrd not hesed on eny uaddoss goounds Thus, whiles Bongal with
1ts 65 milidon of pesople wis providsd with en Imporinl assignownt
of £ 13, 68,592 Boaubay with sopething over 13 million réceived
£ 865G, 075 or core thin hroe-fogrths the assigmont with Leen
than snesfourth the 'ﬁngglamn.zé The Goverrsent of India alss
edniteed this inte¥epiovineisl ineguality idn the distgibution of



m?qi

:gx:mi;ze %mfk they held thae 18 wae ook ponsible B ¢ fbe any
gyaemn 5% Slstsibotion afmwzumly touale g shservnd by
Lw@ HKayo do L1871 3

"It fn culte poszible thaty &% herstolsti,
cortsin inesualivies may axist o hetvoen ‘zxwmﬁe
and provincey uk I mmamﬁ hat any oote mingte 23
iﬂm@t’ than hat would ﬁwa é;:f\l*e lod to z‘aimm"

it could be essily understosd thidt Bengal was ubhders
covermnsd 4o 8 emniderghle degran an comparod W Sone Stheg
proviness in Y iwm% 1ines of public mﬁ%m@; Syt ek the
same tims At ghould bhe vomembered whot wiile wides the nesvalént
syston othes p%ﬁﬁ&ﬂ usad o false lsrge reveniwss by diffarent
local cosses to supsloment zome sooial zste:’vie.:ﬁfﬂ, in Dengul®s e
adndtted by the Oovaihment usae& *ehers wokd s %mai; 37 Gush
g:msm&@:;%‘m From Bho 2u7 A the Sadedatotescion =f Sopoaly
S81T% Lt war aovicent that istmml Hes "*a: L siigm’;ly m&mﬁ
than any other part o€ dngla in this &:“wgmgga

"i?;'?‘xm S5 the most geriking femtupes of bingad wes that
though zome special 1203l waxes weee 2 abosdlute novessity, the
Stenaric ban “aet up SO Mmity €og all sauae whataver” .‘% AaBeng
other factors, 1t vse mainiy mfi% o tho vaienont protest of tha
Zonindors who asserted that the langd revenue hiswing hoon fixed fox
ever, 7o additional tamation of any &mé could e put on load
which wao the woot voledhlo and convenlent soutece dox any lodal
cugs ot thab tinmes “dhere 13 ne class of men in tho woeld', os
ronaskog by QoHandyhit fn 18T, Ys0 justdly obaosious 0 speciel
Laxetion sae A 't;%m lwmmnimy ¢lage of shese piovinves (Donoad,

Dihar ond Lelos @“"

Thix was the condition under which £he Yavsrosent of
Bongal undecssek the schodp of Provincisl Findoooe ©F the outeet
3% was thouoht thot % wowldd aot be gosaible o meslt the Jovgitimates
desands ¢f diffesent public sorvices without lopesing sose now
srovincis]l taxavions Hooe ¢f the prwiaces also ievied zome



asdditionsl taxatign sbout that times Bt ¢he thouwbht of nosr
tapation in Bangal wis ultimotely abendoasd and "1t falt

. obliged aee B hutband 3%s fosourcés and o wewch #li provincial
expanditule very maﬁmly‘”.w

It is Inteswting %o note that undsd this wotadty
theze was no Sepsrinent oxcent Registrations in wivich revanuw
excendod mmﬁimm, Gn the other hand, during the very #irst
yesr of this arodmgenenty provincis? charges oot thie dupsite
ot of police, wars considerably below the ofilgingl Qlomoat,
It was held that those swvings ware {n great pardy s o the
anforcenent of gigld sconomy o Eind money for primnry education
that hed baen absolusely neglected in ﬁmg:ﬁ ang b have sooe
%salmm in hand s sest omergency ﬁem&z;eﬁ.

it heos Hoon alrasdy noted that the zesponmsibilisy of
the Provineiol Govemwmont Dad bean ontrusted only with the
monsgonent of osponding departisonts with & view o ooowony in
adminiptrations Shis parphse was fully echleved and the schene
had boosn throughly satisfactory in Bmigals The Wilowing styoct
from & lester of the Government of Gongal o the Covernmme of
Indta dated ddnh Dgeeabor, 3872 @will sxplain the bicutanent
Govemos's épinion reparéing the pesuit of proviceisd finance in
Bongal &

“The LicUtenmtedovernds Snsiders ses hat the S¢hene
o¥ Decenber 187C has, in Scangal, at any vate, pfoved a
very great sudcesse Shore DEX ees DeED much lzas £2iotion
in the mumxmmn of the provincisl Uovazrment than
BEord eve he Lientonant«lovernor fully belioves that
this Iooelication of scosonsibiisty snd power hios bean
a8 will o prodective mf much econusy wmd ¢fLiotencye
He now 100ke 0te nagrowly ints the necansity and
usafulngss of any pEoposed nessures of exproditare;
then might otharaise have Deen the case, hen he has
sanctionsd expendituce, he hag beetr noos paptislsg
thon over %o gec that uo :nmag wAD w&sﬁﬁﬁ aad that not
8 fupor WA opent thot eould be ssyed

The @w&@mm«; of BDengal being insplred by the sucdees



of this achens Moowmmded for forther tranafer of other
depagtuonts to the Provincial Goverrents It Alsd suggestad
that in OT4eE O CTeRtE & direct interest in vazious bxenches
of geveoms, & percentsge 0F all revenues, excsst that from
opium, midht be allowed &3 the Provincial Covernment o smet ¢he
@h&mmym Gir Jobm Gtrachey, on this issus aloo obsorved theb

*gthe systes of Provinoial Hesigrisnts sstaliiahed n
1978 cught to be apnijed not only 0 expondl m_a‘t .
BUt o noones see Hhun Loval Governpeats Teal thet
cood administration of .o rovonue will glve L0 Ehew,
and 2ot anly 1o the Covemmait of indin, iocressed :
incooe snd InCressed o oFf capeying it with e W30
Loprovenonts, ses We shsll ot the pood SEInlssLationeee™"

Accordingly 1o 1877 the scheme of decentzslisation
ook snother stap in advances The Govemment of Indig whils
mERing over other giast depsrtuents of expuodituze o the
Government of Bangal, also anbiusted to 4t the uoe aud ZenDOnSibis
314ty of ceptain heeds of revimums anpther lmportani sodition
in this oontrect wis that the nroductive public works such &s
Sadlivayy, Canals otz inuluding interest chutgos of Sopital
expondituce were slss provincislised in Smopel without sy ataigne
mentas The Govesnswnt of Dengal was mmﬁs@ﬁ % impone & tax o
rest thees Charges and a special S*zabme works Gope wis aCeoldingly
levied for this puzsose from ;a'm

T ner achiomn g oo Srprovonent voon the ogpiisr
one; 844 nod b £xr ensugha 3o Bongal provinclel rovenus ves still)
insufficient o meot 4te 1isbility. She sonusl allotnent thot was
made £0 most the ner 23 wall s previcusly tomsfesgad haada of
esxpendivury was fised after smne sdjustuenta ot oI, 39,0006
It wap presumed ehob o the ficet yosr of tho oontrech the
provincial hosde of revenue would yield Ra,3,9% 0% 000 which would
increaso eVery year by Re.3 75,000 under the hoads of Gxcise
GEsapds and haw snd Justlcee Aogoetdingly, Ehe gradusl Sesvensing
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smount of defictt wouid be met by & siniler dedposning avounk
of Fopepiod allotnents She contrast wap nots Mwoves @ tigid
ohoy odjusinents m:zw& uﬁt@:@st heads ware aluaym ,eﬁ onaration
duzins: the poriods’ ‘

fi’hﬁa contrsct, 1ike the PREViGUS ONes WaD BIEO B groat
guecess in Bongsle & conpicerable amount of crowss revenus than
the st¥pulated fic wm had been added 3o the gawuimial cubfer
of whiegh the growih undes ppoise rovonue was the wost gottoesble
features It incresged érm the contzsct figure of Ree 64 lakhs
iv LBT7-TR £ Ased .74 m}ﬂ%m in 168382, while the sarpespRnding
Gparthontal ax;;:mmtum wore redussd by garedul TENAgENKY fxom
Hoe 2606 Lekhe in $677.TH to 502573 Lakhs 4n 2001524 33 e
ﬁm!mmm @mﬁwmﬁm of the Bgoert on tha o Lxgeation of

enoads 3108081 might be q&mtﬂg} sE o illusu‘atim &n -.hiﬁ

: “mw syston of @mm&m&wauem hos béon ﬂmmwmw
puccesafol in Bengal ses The Heweonues have repidly
AncRensady ses UsSIens am@nﬁi tuge hos been curtailed o
ALY geedos of porvice hove shown fhe deopess interest in
Angreasing the toontess of Covanmens mmﬂ the belief
that the ﬁ&iﬁ'{&i&ﬁ ggmmﬁ would b aveilable for fhe oond
o the @mmﬁ

&g pegards eopendituve, the operstlos o the contract
of 1877 uns felt 4n the Public Works departnent Gobo than $o any
other brsngh of public ssmvices It ven Seen that She expenituse
under public w@x};& including Badlways, Ieopigeticn, @ig. worie snd
sheir é,zzmmm ehates increened fxon HeebBs41 lokhs in 187779
th Reelbiel4 lakhs in 198302, In wther woids, e growdh of
totel provinglel) swpendituge of 8Bs327018 lakhz butvesn Whe FOAZE
IBTI6TE ang 108152 was aluent duae to the growts of thie public
wosks onsenditure shdah was 0 the axtmot of Ao (e Ty 1akhs
Betwesn the sald ys:amg% Port of these sxponditures wREDy Bouter,
of comerciel natuls which olready yielded lsrzer smounts of pevense
#nd vere expectsd &5 bring about more in the 1GRG LUDs
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Lo the axpley of thds fiveeyesr continot, sother
gaingbenniel settloient with & ranaidhelle tura $n thée Secentralisss
tinm sohome wae offeeted fxom 1862 Ihe post notoussthy fzature
of this contrect wae thet, instead of giviay the Poowincisl
Governments & flyed Ioperisl grant €6 owke up thaly deficits as
bheretofars, & proportisnste shave Of S1ffpEnt LoVEous wop
apsigned o thetts For tho L1rst tine here oné Ls seguainted
with 8 clossification of pévenus and expondituse hoade ioto
centrely provincial g divided, Lho Provincial Soverrment was,
thereforn. Given @ dlroct mms«aﬁt oot only fa provinctalisnad
sovenus, Dot oloo So othez impoftsnt heads of lnpericl revoenua
rajosd within the prwwinco, - o

$ne balonce of revonucs and charges thus assignéd
Bedng agalndt the Jocal Gowgrmeents, would be Pectificd in most
euses by o fixed porceatage of Lend Revenve which was othorwise
raseuved op Isperials Bapgal wap aguitted te 3.2 pey cent of
peceipic and chadges under Ling Jevenus, Whic propurticn wiasy
hovovos, Lixod after alioudng e dopeciel ¢laim of 52,30 lakhs
pEr TR &8 2 shage in the gouadel dmprovoment of the ressurces
of the Drovinse thad: resuleed fzom the lage mmzm% it ayeary
thar the Ceateal Oovsrnmant FAVst geve she Governagnd of Goagal a
dizecy inmetus to inpfove certain hwads of rovanus and thes cmwe

0 reap the bonefits of thie provineisd eificiuney.

. Undor this contract, iho sstimsted rovenue md
axponditure 3t00d Andtfally It QxR DLI26; 000 nd inedy 49 53 300
raspactivety which showed sn ammual deficit of 86.5%:2% 300,
Bonral w00 roepived 0 restors fisonglal souilihelonm oerily by
inceeasing 1% vowmwe ond reducing espondizure ond parely by
drawving wwen ity Lolomoss In order ©9 essie OFFf this dffficultyy

& nreeiad lusn aront of Ru.R8Y lakhs bod beon sasoilonsd to the
Sovesmont of Gongale The Iuperial Soverhment alsh repald a sun
Of .40 lekhe thot vas taken from W Coversment of Bongal &t She
time of Afghan Hap in 1870eG0 and 368081437
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The genessl £inencisl sesult of this setilomant wes
dintinctly unfsvourable ¥ the Sovemment of Benoale ZThe imposed
finanedol lisbility van oore thon pooportionste o the provinciel
gesources, Uhe phisaceensl expmusicn of fewenue duping the Idst
CONEEHCY Teceived & Bateback, Vho progessive pubiic empondituse
specinlly under the public works departmoent, was foduced Lo & VeLy
dow level dus to ook of funde O Jeficit amounting o pore then
Rpe56 Asxhis was nodiced in the provingial acosunt oven wishoud
any ndw scheme of axpandituze duzing the peziod nder &Hﬁil’@’ﬁgﬁ

The prisciole of pringeencisi ssttlanant, inltisted ia
1877 weo conbtinued till 3ot Marchy 1904 wizh 3 oiiner excestion
of two years' sxtension in tho contract of 1897 Gup % alnoraad
esconcole condizion omtsed by plogue snd fening, 4o these lstter
contyects following L4827 thelfs wis no Hoatesisl advence in thw
depimtralination sohate Lot e the shates in cortain hoads of
gwvenue and expenditure betweos the Imperisl ang Vrowingisl :
Govaronenis wars vazied accsrding ¥ Ilnperial aocdss

5553 Sha thoee principel Qivisitile houds of revonus,
vize HORG Revenucs Swcios and Stetpe dn 1807 the Covernoent of
Bengal was admitsod 5 9 guarter ohive of lend Sevenus collagtions
excent thase fronm Govemmnent estates, end in 18923 and 1657 12 per
epnt of the recesipis feom Soverment estates ad onseifsurth the
ramaindng Land Rowenge collestisuss The piowincial chaze under
# Lxciso had becn gedvosd o oneefourth do 1807 end in 1692 but
Cwns reinod €0 onee=tBif fn 3887 while mho psovincisl share wnder
Sranps wos In0rsdodd o thigsefouwths &5 all of “hede contzacide
Certein Lronsfer nd retsoposer of departmental ssseipte and
exrencitures Reweeon the CVontyndl and Provincial Governtents were
siss in oporetdon ublor theso ,“:fw:a?ﬁ:%.% - '

Lna of tha wmf@n ving foatuses O Chome sebtbiames
was thot the monsgowont of folluey which wag developed Ly provisciel



Rl

fund and becams M frnortent growing souron of sovanne 40 Boogaly
wes gfaliually reaged By tho Crvesnment of Indla, J%‘zﬁm, on 8he
ont hond, while poag of gho rog plady expgnding poulwes of Dowanue
wars 'ﬁmm mroed Sonn Doy *ztar:mﬁ e Sonteal rezrmy, Bonoal was
enbrustsd with nome other new Sinenelsl Jlsbiitticn. MY, Risley,
the Finangisl Searztssy of Bengals witer wfﬁﬁk &R mmt of 18537
ghseryed &
“On the whole t:samaeﬁmﬁ, e gmt’.tin Gsch soures
of rovenug @t ite prdient values Bagel ds vomee off Dy
more than 13 Jowhey while tho proapootive 1030 48 piobebly

wueh grenter, o2 16 dad As anlikely thal excibe revanue AD
will expind 4o e Sore ponporition au fhe vallusy gecalpie’e

Unlile oho plevious oottlonont of 3082, in the latter
wantesets an fstinnied stote @f finsmcisl equiliprien woo «mmve&
gte HAocordivgly., tho Govormsent of Bongel bod 20 deposit to the
gantral SRessury S0 anoudd owr of AneGy i, 00N ‘%03"# 39, 04D and
Rueld, 12, 000 zecpoutively under the coabracts of 180 1622 and
ARDT an an estisobted sufodus of Aip poszel Povenus ovelr noesnad
mmﬁmtug‘&gal ey ‘

| ihese gsntracts, 50 Con be sasily wRdnEstood, wess oles
very nuch ynfavouloile o Beagel. Ia many oopssicns the dovesmment
whs Sonpelled Lo drne ﬁmﬁ Jra pmms;ms balance 4o owet Tha
m:&inm Eoficlt roosulting foo €he working of heso cohitoescte,

spg that widay thess setilevanrs the Inpesiel Covernonent

wan shlée o place 4%aslf in 2 Letted position leoving Sengal 2w
B more denlorablo sonditione  From 1893 he doperis) Savernomnt,
however, mide som® opecial greots for educetion. sunitation,
peilce soforse Gond 2o 9% Dub 2he oyoten wea highly oriticissd
oy Mmﬁ%; Gid tho prowinoess on the g m:& whot these *doleg®
bacans o andoniediio Anotdument of iocroasing ﬁ\?ﬁ&ua* 2ol of the
Central 52"?“’&@“3@&3%" SVRE g P rovinesol wm sr.smw;

‘the wrinclgle oF giué,:!mns.% settlaant vas graluaily
£aced with gericns oriticion snd provincial -wiw_wtm&a “Vhey



wlhm

{ehe Centrel Covemymnt) 018 potf, HALE Hes Shirfe, the
Finencisl Uaoretery of Bengaly “exactly sey o tho Loecsl

Coverament that e Iattor stioudd 5ot spend moZe ooney wder
a perticulsr heady Dut Whey 0id pey thet in wahfng the
getelemant they would not eilow for a highof expenditore”s >

in theotys hough o Proviscial Govesmomnt was
supposed 0 enjoy the $rults of it economy, in practices
howoves, the Juprime Uovernment freguently pesumed the provincisl
W@M@ﬁ aftor thoe capiey of a sottlonente This spoiled the
peovinetal aovdve Sor ctinomys She Provinclel Govoruaéns wos
ienced with & situstion that 28 they would sesasnise in cne
. dads fund for ouss postiicolan pumiooey thele
sovinge vore Anperiiledy whilo thelr redsied stendand of apaditwe
wenl€ o csnsidered ss the beals fog the most sotelesmts®™ In this
connection the following chservaticn of Siz Hackengie the
Lisutenant Governos of Sengel, Secte to bO vesy interesting 4

| ine prownclial shoeap do swwmsrdly themwn on 4ta
mg&t . m@ﬁ@ﬁlﬁfﬁyﬁ@mﬁ g}%{é{’ﬁ”} @ﬁ‘ ﬁ.ﬁ-?} 5T : mﬁ ﬁm&ﬁ ot
to shives 411 4% Zlesce growp agains She notue}l history
wf & povineisl controct o his ¢ two yeers of sorewliny
ead saviog ond pantponement of worky o yoss of resuned
energy on @ hotmel sesle, md ot yesr of doeipation of
soteRsd by tho Sunfene Governmont at the Tind of pevisicy® e

. It anpesse that the crux of the wholo probien
oeiginated fEsm o obesage outlook of the SupSas Gaverment o
cnosidercd its skooluts zight on all the tevenucu, shothed
impericl or Proviscisle “Ihe ovenues®, as olwogved by S4r Bdwazd
Law, the Pinance Hesber of ndia in 1902, “which ve Giscuss In
considesing pEovinciel sotilesents arey opesking gensrelly, in no
aones provinciels Thuy are foposisl govonues, collstted o
sonvenicnse by plovincial edviniotratots, who doduct the cust of
their eolisctions whilst benefiving poveineislly by the cmomaiture
involved dn the eslloction®,®®




=] How

3n shokty the maln araubachks of the systes of
Provineial controct that Decsme sppagent OVYer tine vure the
Enlioning -

{8) Sust like the Yirst sestlesent of 1674, the mppurtionment
of revecue £ different provinces slass did not ﬁan@u my
1ouicel principls in the latier contracts, -

() Che pesipdical sevipion of the contrasks neCessBPLly
intoplarcd with the continuity of provinoisl Sivance.

{8} Tho cysten woaded (0 enCoURass CxbESVEGHICE rather than
4T ooy o

Acoondingly, the Xmgm“iai Govermornt fol% the necsagity
for a Doty mothad of Eintneisl decantealisation, Thie new
sottlonent that was Gsde 4n 1904 wes neither Jor Sive yools, net
WA 4% pomssnante IT war 50 lapt for @ indefinite peziod aed
vas 5&@5%&: 0 reviaion 4% over s consicemblo SeRILD Of YOSTS,
3¢ wes found vo b anfalr elthes to the Pevineiel &g 20 the
mﬁ;}t’m overmmen iy 47 booal Govershants were soottad @ agguire
NOTE POLTInent, :?;*Eu toad of TemoraRy i;amzm% in mptlic finpance,

The hasd of sevenue which wegs sither fnperialy
provincisl ox Givided were 1efy, with 2 fov sdceakiong slngss
unchonged. Like the previcus settleéaonts, 8b the cise of divided
hoeds, the Governient of Bengel should hawe notnaliy he came
shofe of pwwonac and of expenditure under ths eone bhesd with
ioportoot axcupticn that wnder Lené Revanue 4t would ¢ Sat only
ontefurih the reosedpvs Lk bear the whole 28 axpenfiiture. Smoog
sthar changes dv Wie dotribution of fevoruy and GroGEitensg

tho shiver of Sangal were raduced in the following cenner

{1} feon 35 o A % wday Ascosned Tozes ond Fofonte,

(84} gxom & to Y under Svanps ond (348 frou i to of

2 wder Gxcise
ta the z}%}&ﬁ haed, the cizpellsnecus receipts of the Custose
depactoont with all ite chasges, and the Rejietzotion depaztmmt
sncluging 456 Pecoipts and chanyes wevs made Seperisl end

' SERAAS
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The sfrangoment wes nove beawfizisl to the impecisd
than & the Sovemuent of RBeugals The position of Bongal bechow
sorse thah wnder the preious settlenent, Het adCition %W Ats
arnual rovene was seaduesd by about opewfousth, madnly owing W
ity smulicxr shago under the principel hesds of sovanues ihe
seotlt of this setiloment vas that a fixed lopegiod Alouning of
Hoe 42, 04000 per sunn had boun fepuiged Lo meke w the votimated
doticit of Bungals &0 nAtis) mpecial grant of He.%0 lakha had
#ioo Loon m'ﬂ%*i@@*‘% Yo the Govornoont of Bengal 4a pEder €@
spmpenaats this Closdrantenoous pesition,

| he changed eondition, though not favouseile to Bengel,
$E131 “consritutes™, a3 observed by Hyunizres, o Finsce
Seperatary of Bongsl, "o step towadds grostes ﬁ.%»&mml aubonoey
end 4z bound Lo have & sggong indirect ia ﬁéumm“,‘%

| In cencgquance of the teparation of £4fecen distsicks

from Déngal on 6Eh Dowehon,190% W foms & portion of the new
provinte of Bestagn aa@m,sal and Aspgn,’ the Quesisporamont setties
ment of 1904 undepent & thorosueh Tovisdon 4n 1906 In this

monvd whideh wan alsg Wi-pﬁmmmé; in notures the acst
mﬁmﬁtﬁw £R9tLL08 woara thst the Govenmment of Boncel was slloved
to etaln & (4) % lnskeed aﬁgg of Sncise ($3) & instesd of %
of Foreosts andé Apyacaed Taxass (344) €ho whole :L:z,.»mm of § of
the copeipts foun Uovernmont sotetosm, wad L4v) % Anotoad of §
of the revaining Lano Sovstde Who cotimaiod geasly revenus snd
exoonditule were SITived ot (oyds 67, 0% UC0 ond Hius 4, T 40,900
reopestivelys The pezulning defieit of Rael 30,000 wes cuvered

by the come soowit of Japapial grant per yoag, "

v apoutars thot the now sebticnmnt wes O ae:svm&m,&m
f;‘fi%* &m ai ﬁhm Q’MU @m&@w ﬁam!. g oheagved by tho e :

“Iheno tere will oporate wole ﬁwwm 26 thon those of



wi T

foroey settlonents, oo & far lorges propartion od
the pevenus wow prfoviocialized As 1ikely o opmnd
in the ordinsry ccurze of things sod e fis0ed
non Y, ;;fim nasignment has been considesably
R e N

i fucthas bensfinial chonge s esffectad in w@"?
when 8 nev sostean 6f fanine iosursnoe was iatioducad Ery whish
the Provincisl sovarmment was gwm}? xﬂimmﬁ.ﬁ

in 1907 a Qoyal Commdssicn upon Vecdnirolisetion 4%
Indie was appointod €5 rapokt, swmg other mattsts, on the then
existing financisl sslastions beties the Suproms s drevwincial
Govenndnise mﬁzﬁ%’ a;xmm the conversion of fizéd GEELNMONS
into sharos of growing Dovenus, Horeower, ey folt o) thak
the seesuloms of Frovincial Sovennnonis ghould ke inctesced w
pEovide o the expsasion end Lpivvenmt of ool servicens
Tnds incresse o plovincial fevenus SCCording to then, shioald
e mat by gPadally powine, setialoy Beads of cevenue shich ore
ooy dlvided, aoad for which mé; wrovinelel dovarnnents must alvaya
e spcelalily Fepstod ioieeen’ a3

| Gn the rocommendation of this Comslosions & furthier
changa in the contzeat of Bancal was effected in 1813. She chief
giterasiong in tho tamme of the avewious sebitlomon® £ 1996 wers
that 3 {4) the provinelsd share of Sxcise was :asma% from i to %
(14} revanues and empenditures undes Forests were made whoily
provineial and (isfé;a Irzinetion ramiam s sharges wore Tedased
£oom the Wiole o the ‘%wfiﬁ, i3 w-&& enm dacided to make thi
patiloneat & peanghont one in She ﬁemm that no rovision of the
tarms chould bhe odde cavent 30 & very spacial mrﬁmi@.“ ine
et ”mﬁm of thic change wes That the pfevincial péceinte £yco
hit &xﬁ;&’ﬁ"ﬁﬁiﬁg sevenue incrensed 4n Behgels '

sin unovelidablo situation, sosulitiag fponm the terpitorisl
rewdistribution 4o 1813, hovwevor, nectssitsted the sbfogetien of
this soitlonant fomouiatoly ofter 4% was node 40 1931s S ist



ApEile 1233 Biban Chota Hogpus end Orisse ¥EEe CUpATALES Lo
the jurisdiction of Deagsd while the Piftess dlsteicts which wers
proviously temsforred fzn Seigel 10 1005, were Femtted uith it
At thic changed contition AL won decided thet 4% would be Letter
to hove o sEporingntal palhor Shan a pernsnent Sentiement in
Bengals |

Aocurdingly, from 1912 & temporely setyloment for &
pReiod of thice yesss was made vwith the Soveowent of Bengale The
policy of 1911 slso continued in this asttiemeny ond a furthers
guep was tukeén Dy Caising the dhore of Bengol frun ihreseguarters
& the wiods wider Luclses Fhe Devenues and sependitures l £
Bepgal vere cotinotad t6 be 8535 G106, 000 and RoeSy 43,78 000
respectivalys  Dhe tavess of sovenun ovar expanditure ssounting
£ 6a7, 25/000 was (0 b8 tahen 85 & fixed emmusl scolgrmont From
Provincied to Swpirlal tovwouse Wil o vhew NGt meny woforesean
gousds of exponditure nicht sriss dud to Lerzitorisl changase the
Governmont of Bangal had been provided with & Totsl ospening balénce
of 88,150 laths including cone camorked grantse, ¢ thils wore
Surther adied sono sther spocial grants of Reclf: lakhs, Thus
Bengal started Lo accounts 4n 1913 with 8 gross opwning bulsnce
Gf Rme 168 Aakhu, " ‘

Py
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Cortatn finaaciol oRes goveming the futuse reloticas
atween the Imprriol aod Provineisl Governments wers 13i¢ dowe ia
1942, vhich emtended dhe £leld of provioedsl finsocss “These rales®s
oy obeczved by Prof, PJdanerjon, “gepteseited & donided eCvanet on
the soth of desentralisevion. They placed & greoter Zesponsibility
on Provincial Govemments £5¢ the stability of ®wir finesces, while
o the seue tine investins them uith wider incepondence”.
tonsopently, the Covemoent of Dengal also dolegetsd nogs financiel
powst fnd feeptnsibility to the locsl selfegovamuents by meking
cver tho ‘Public forks Cess® to the Histyict Doords £xom 1933wise’

Yho tenporaty sestloommt dn Segel, schoduled o 1o Rt
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of 4 poinanant Basis from 194% was exrandsd furthor and
continusd B411 1020321 due Lo the outhresn of the Fie Horld
vag dn 3984e Uho Foowineisl Covemmwnvs geined furither «hum
ih 1917 the fenine zelics ssppendituge was wode s divided haad
the outlsy boisg bome by the Centgel snd Previncial Govermnts
i tha pooporeion of whme 4o ﬁf@a;’%

The exgoptional circugtonces Gueisyg the Wer played
itr rols in the pubiic finance of Bangale Mot of 4he ewpanding
hauds of zevesus, though of £ifet 4ot g esteback due %o sudden
Gholocetion of teade and usihbcs, Tevived shorely eftamvards
md shoved 8 gonsidazeble progeens cub of the Yac seondmys Fublde
cxpenditure on the othor boad, wnésr the instrection of the
Government of Ipdis, had sufferod pericusly due 0 ihs axercise of
oost rigdd eounony fn ordod €0 aave muney Ler the Dattle, Gig
Benry thowlsr, the Pinomod Herbes of Bangals is his Pinseled
Shatononte 191815, observed, “ulen I vap Yisenco Ueuretery da
3003612 we had oo moner oo wo hove soney Bt ve conet spuad
5% oo Sun &o aéagﬁﬁﬁ '

'

The seult of this sxtrens econtiy Bad boss o lefge
serwniobed balonge in Bengsl uwhich ssounted ©o Joe618 1skhe on
tok Sporilsi080, In vies of tho cessation of Gap A siigns attecpt
wee tohen Sn 19204EL, the lost yeer wnder the then Sipansiel
argengennnd, o shale hersall froe from thess fetieging sonditions
of- t‘%@%ﬁ:@i&ﬁ@ﬁ;@g&ﬁg

kb thug, appeeps Soom the fogegoing sndlweis Wiet the
finmncisl vystes dn Hongel wnder the deg alisation schame hsd
shewed o Jistingt mark of fnprovenent over & s0ried of ovolutictse
"B the inception of the sehene dn 197, Dungel otsibed its sgsouwnt
only wieh some fnending depnftientse Byt the sigtuze hagd Just
e rovessed 4o IDa0-31 when i Inpasial Sovoonpent zetadnod,
pnly o Sovw ftes wider 40 ostlusive conbesl sad mode avar the




‘raet éﬁzﬁﬁh senbi, both n;?ﬁ Lovonues fad erpendiiorsd, % tha
provincial Soverenont, DEIvly oF fulllye '

%% 15 sown S50 Pables i to 6, Sppenddx 13 Chapter X,
thet notithetanding a considazsbie roduction in torsitorisl
5%#&@%@%&@% the total revehue recwipts undsr the disposal af
Pengad had incrdsond Brom Re.180,89 1aXhs in 87172 to Re.061.19
Takhs in 1920e0%e The mpenditupes Lot twoas the onld yests, on
the other hoad wase oiued 390 fu.142.46 1ain w0 Hs.510,08
okhos 26 shows thin the grovth of expendituress wis fer greater
thon thot of revesuoss In other woids, while during the poriod
&g h&lﬁwﬁﬁwﬁtﬁ* rovesner had inorased by 435,93 por cent, e
growth of expaiditures was 584,92 pud cent whidh'ifght howe
Incressad :gwﬁmr Hnd thany besh 50 festrictions on expendityres
fup Lo the Wy ef e eonclud g pavk of the poziod under
eansidorntions

It 45 tpoe het thoss sertlenents shoured & cottuin
et of finmoiel devolubion but 38 was ROt Upte aupettaticn.
*The &ﬁ@%&ng sehtlenmos™, sayy the Donteguelhaingford Repozty
1918, "sre ao uniQubtad advouce won the eazlicr smntrslized
ﬁ&*ﬂ%@f’% bubk they constitute ne male thas & hadiewsy gtane®, &3
ﬁmamm%gg & ngw echene i ptuvineial £inwncs singe 19Ii-322
had been called forth vhich would Lo exemined in our nest
i&iﬁﬁ}ﬁi@ﬁm

Sfter e First Sorld var was over, @ tomsletely new
arcangement of pPovincial fisance fn connection with ihe schene
of constitutionsl Folfomms had beoh undee mwmig&@mm to the
&mm@a uﬁwammm in %%f‘ regasd, the Dguort on Indiasn
Lomptlectional " ey A958R, conmonly Xnowh 8 ‘fm‘ﬁ*&g& Cheloafsgd
w%‘ﬁu% m;;m i{fz 2% ﬁ:»:;z,:a mmw ws the basle guideline, On the ‘
socormendotiong &8 £his Depoitt o Sovernnont of Indls ety 1919




w2fe

wos pesgef in opdet to briny into offect e proscsed finmmciel
65 well oo constitutionsl eefotme da Iudiss

The way dn which the sofomse wors cardiod cot, Deosdly
upesking wal the division of subjects into twd paTts ¢ Centeal
md Vrovineisl, Who o sl @l

drmdie 0f the Foovincliad Soveim
agsin subdivided fnts twe helves) Vite (33 "Pocomved® wd

{44) Yoramoferved® subjectss Dy ‘tronsfeized pubjircts 4% meant
that cestale epecifiad dopartments wale to be sinindcterad by

the Provinciel Soversos with the eid =d sdvice of the Nindaters,
sppointed by him useally fron the slected nexbers of the lagisiative
Councils The fest of the provinelal subjects, known as 'resccved®
subjects fenmeined vuder tho adniniuvtiative contral of the Govemuore
fnelovaelly fess Snecusive Cowmeils” 832 Thus & pow syatom of dusl
aduiniotyetion &n the functicning of Poovineial Govemmaent was
sntrecucods

The wrincipsl dtess widsr tho peovincisl idst weos o8
foliows 3 Lacel felfetoveranents Moddoal, %mﬁm, Public Yovin,
Irrigation, Land Dovenos f‘*ﬁ&“i&ui&&ﬂ& Fobent, Induwicy, Floured
Rosouscedy Forte, &miﬁ@ Jusidony Stampsy. ’%&"ﬁ@%&f@?&% Falice
sad cone other dtemss It is to Le mme?. shat eli these suljects
wore not sbeoletely mode over tp e @5@*}3&%@3 aindonration.
Corteln cubsesticas of these hesds oo vell a5 legislative contenl
over thay hiad bood Zatained by the Jupiees wwm&.ﬁa .

&g regurds ‘tremsforsed’ subjects, exoupl mineS VaArioe
tiones o8t of the ftems were Convon o oil @mn provincess Jn
Bengal the poinciped itens uader the “szencferred® lifss wage
tocel Delf-lavormnonty Hodiealy a pavt of Sducavion Public dorung
Ageieviture,’ Industry, Sxciss, Degdstration end %“mu“ it apoescs
thet the trensfesred dapartsts wore sonnected oadnly with the
naticnsbailadng setivicicos &8 havey were Jiable € huge shnusl
. onpenditursy £070 WMoll UDReED 00 SUDSlosEinte
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Fhe Devoletion Bule that wes feomed wing the
govesnsont of Indla Acty 1519, &ld 6ot provide any cleazecul
formula Pogerding the diateidution of provincial Sund botuesh
those tug parts of Government. it sisply stated that “the
framing of proposals £0r sxpenditure in rogerd to tRenefoecred
ad geoeod oubjocks will Do o watier for dgrerait hotwedn that
part of tho Coverymont which is Peopunsible £o7 the &dministeoation
of trannferced au&s;;mw and that payd of the Coverawnt whilch is
sesponeilie for tho adsinistration of zesesved subjocts®.5% 1a
cape of disputes the Goveamor vwas given the Giscrsticnasy pover
o thke tho declsiond

This arrangenent, 25 was mticipsted Ly the Jolnt
'?&rli&&mm Garsadttes o the Uovermment of India Billy 1915,
 Gave z:i.‘ser 0 ok Contraven; Letwsan the o norts of the
Govetnnend in Buhusls A choooved Dy the Sovemoont of Dongal,
fthere wad & copttont toodoncy %0 CELiticize emoonditure on the
respved side as bola) ontrovagiot and disprsportionnte with
the expondliture o temolepred subjicttoee” fbm I oo, A4S
contioversy was tofe due to politicel culleoh and soute shortays
of funi rathsr then Jdus o any resi @mmdﬁ,ﬁ?

The Het of 1939 dnzended Fehot wewedidure on
transforrsd subjeets zhall, with £he RELLTVest: pooeibhle LUEoEVae
thonm, be withio the exelugive contaol oFf the proviociel
Tegislotureiee’s00 It woo undoubtedly m Anportant Separtugs
frow the carller gystum o for the Simt ime in the fnancisl
history of dndlsg ths plusted rspiosentabives of a proviase
vare cobfosned at Iqast parkially with theiy Sinmelsl affalese

fmonyg otheor modificetiong, the Povincial Goveronent,
vntike the proavious systen of pricr aporoval of ho Qentral
Govenonty wight BIUNCSE AT PASYH Loy mmam 5313 frun che
Sghedulod Toxss Lintke $% should be fassooisd that o such act
would be legalissd wiess esseated Ly the Luprine Lovestnente




Likswicn he Provincial Wuammz% ﬁijﬁ; to the panoeiun

of the hishey suthoszitissy was slso suthorised o kalse lven
for some Speeifind punposese’” It snpests that the Gestral
Sovessasht ptill fetained sone oontsols ovor provinedsl finonoces

| ©n the gusstion of the dietrdbution of rovemwes the
bapie mobtis by vhich ¢he suthors of the Nontagueihelneford Repost
were guldnd was & Tho £ind cone memns of meirely separsting the
resoutots of the gontzsel ohd provincisl Govemsonis Ses A5
Provivclel sutsoony 45 S0 oo eoything resl clearly the
ﬁ:ﬁvmcm must oot be dependant on the indién Coveranens forx the
muons of provincisl Jovelophont”e 76  Fo this ond they proposed
o heep undistuzbed the fesnusces vhich vere at thot time '
am@zmm,; mmm or Provineisl and to abolish thé systm M‘
iyt ded hm@u &f mwmmu

» @mﬁ z’f»ﬁ;&&eﬁ f‘&w‘&« for the adniniotrotive convenionoe
land fevenue should be osde provincisl. Sidmilncly, &% 4rrigotion
snd fanine espendiioras were clotely connedted with lend revenue,
it was {:mamewﬁ o be mm@m to inciude thes iv the provincisl
foeoounts o &mm@ Fovraniaye Rping &mﬁ&w provincieijoed in oo
BEHOE.. »:af:a uldy ﬁmmﬁﬂm bo extendsed ¢ tho m;rsatw prsvinces us
ﬂﬁiio

N Hu pegarde Htanny, they proposed thot while Judiclsl
Gtamps chould be a soutce of Yrovineial fevenus, the Senerald
Sharge cust be mode Inperiacl for the puksone of maintaining
unifom rates in camercial ebanps. About dacome Dan they
sroucd thot 3% doudd b sesgeved Sosolutely for Centvsl
Goveoraost £or {4} o necusalty of m&%m fabe thisughout the

pauntry and {41) the inconvenience of the fact that sometimes
&é‘m cax mg:aivi?ﬁ vowinss ﬁéﬁiu"lm not e the provizwge whero the
;&f&@& W won scbudlly ﬁ&maﬁ.n

1z is @gﬁ.ﬁé natuzal that the relative loporiance of
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these rosoumes wight not e the sées @ A1l prowlnceds fhs
authors of the Reaport mm aiaa myoce of ¢his fagls Thay
ohosresd 3§ ‘

*Houslity of trortment A% betwoen one peovincs and
appther mect boe soached 80 fow as it %3 ponsibie
in o mtmmmm as » whole; end 4% i& nah
osedblo o oxtend the pringd 1& of aoality €o
And ﬁfﬁwai hmm of sevenue’ ¢ i+

o effect this priaainles 1t wop augo *%*a% ’ﬁ- ek
sach provines, vt of iis eavicipated suzplum resulting fyon
thise re=diszribution of fescurces, cshould Coutolivbe « ﬁmw
onnpsl ount to supplement the estinsted central defleit of
Roa4363 Rmmﬁ which wes argived sé on the basis of ih?-w busiget
fagumes. Yhe piuvincial contzibution wes fixed at 97 per omi
af ito cobimatad surplus 60 as o Cover the wotel Enperisi
deticit, o |

as e bemoficiel affects of this gissyibution of
revenut were oot unifonm € @il the proviouss, theds was o wide
varistion in estimabed suiplus and Desce in provincisl conttibue
tionas The autherz of the Repurts consideriog this point of
intereprovincisl dlsparity in contribuciones, adnitted thet “our
schens S2ils see 40 ZoMOVEses the dlepapity which 43 6% proseng
mazked by the syoten of divided head®s ' |

femg other provinees, tho Govemment of Uonesl Deing
the most Jilefated 1o this ragsrd wied o Ccopvints the gontemmed
authority ther the ploposad refosme would he extsunely waleiy %o
Benoale £t woe held that in other provinces while the Danefito
of agriculturel progrsss would be lapgsly feflected in ahanced
land revenwe in Boesgel thess was hocdly ony such possibilily
due o e pooulies oy wﬁm of *Pormanent Lottlawntts Un the
othar hand by neking incone Tax & contzel subjoety ohé wes
aheclutely Jdeprived of the rewaoess of rapddly espendiag wmz;m
of Sndustrial end ouywecisl activitien,




-3

- The Uevemnmnt of Bongsl futthsr aprgued thos she
eontributions of Duongsl &9 Ceatral {Seesury 40 thy uwsy 8 Iugpne
Texy Cusiinmm, Lo, were very much bighes than any othes provinoe,
gxcent Sombay, = Bosides the poind of wids insebenrsvinedsl
- disparity in public espoaditure wag alee soferied o by the
Govenwwnt of Dunjale Y08 CRasplidy while HBl.675 Llukhi werwe
coneidercd as nommal expooditurs dof 6,68 milidon posulstion
Ksscording te 1821 Census) in Bengal, the corcssponiing figures

for Sombug vers Lue oUO0 Lakhs By 1943% million gopuletidn.
Hontege ond Cholneford thue observed, Ywe hove, fog the presmsat,

secepved the dnequolitvees whtch hisivory Loposer oo e peovinges” .m

b this stage, the Sovemment of Indds alsp felt the
necessity fof another investigaticn on the subjocte Seuordinglys
3 comitbon, Enoun o3 Hoston Conmditne, wao apsointod to advigw
madnly on 2o cueation of provimeiel comtoidbusions t© She GContfal
davermumts |

The Hoston Goomivter 2leg gphield the viowy Hhot Incoow
Tax should be a contgal subhject but expressed theiv doubt, “if
it will be poosi¥le penmancntly 4o exclude Jocal covemmentsz from
some forn 0f difect taxation upsn the industriel snd commeseisd
eatnings 0f thels pospla’s’’

de segends Usneral Gtame, they proponed Gy mske it
provincial for w0 shvious cecsvngs Fimt hoy obsgived that

with listle oF 20 sutolus ot 511 nd it would credto o poeblem Lo
Sieteibute the akdo 07 contral Jedicivy anonyg tho provimose
Secondly, it wed ptobed that provingisiisstion of Senszel Jtamps
would sooure @ gouudne ond complete swpevation of Sessusves oo
Judiciel and Seneral (nonedusicisl) Steaps were contysilod by
the senwe egeneys <he necosslty of the presarveiiss of wifors
rates misht be attainod by centsal :&@@n&aﬁ.wﬁ.?’

The ayston of provinclal contribution wosy hKowovar,



highly condawmed by thems But atilly 5o £ s provinoial
contribubions towards the omtral excheguer SemEined necee:stye
thay hod &0 consideyr thle polniks JAcecording to them the
antyodssiion of the refooed schemt would aive although not
with 2 sgual stunderd, comd Angressed mpending power £ the
provineads, It win propossd that at the outawh the sookributions
should be fined on the baeis of tis enhanoad revanube Sonw
provingne, such os Burgs, Sihor end .ugim&% Centiel Provinces,
end Assam wery Loobted speeially for thede enitiesh finongdal
sondikionsg, shile che ponaining provinces wose o contsibuts
ghout 66 per cent of thell hev Yerouiktes ©H dover the toual
g kimebod central doficin Gl 2%4%3 mm L

Whis &%&mﬁgmm%ﬁ ‘w@zﬁ pooseasd only Sov thoe fifag y@&*&i
of e velbrmed sehone, feee 0¥ 192ie2. She Begtoh Conmitte
séntad thos “he tutal comteibution of emh o €ho putes of ﬂm
Goveoaent of Iandis shwuld be gmwmmnam % 4to capacity W
wem::&mmﬁ sg

. bccordingly, they e:gvﬂmﬁ a formds by which oah
%zwima ﬁ%&i“’%l@ L& mxlmm £ 5 the sosoné vaar D as %W abtolia
& £ived srandard ratie aﬁ m&ﬁzﬁmﬁwzx £ram the Sevonth yeaw
through o cancinuous process of transitions The follewing teble
would ﬂ‘h&m at @ glanes v&.&w mla%wﬁ oositiss of Bohgal \mmw the
'ﬁm&&m sChHeme §

“akle 3 on Ded?

The Moseon Commtttse 4n dte reppit A4 uob give any
statistical evidonos in Sunpols ol thedz Mﬁm eguitelile
fixed ratio” of cuntpibutions whigh et with the oot hostile
zeceptitn Ao sone of the povintes, apoclediy in Uoguls I 4n
hrue that 36 woe wory difédsuldy 4% oot Smpossibilo o sroive st ey

5 Bihor snd OUnicsa cundtituted o single provinde
at that tines
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such solution Bout provicclsl contribetions which Bould
gatisfy o1l the Poovienisl doveroenits. Uut stilly undar the
Shigareant obodivatione of the Covmittee itsalf Bz well as Erom
the zalotive growth of fevenucs ﬁﬁi pome of the peintipal

D inta %1 it wise veslly stsanne how thay hed oo to the
me&wmg that tho denteibuting ettty o2 Samgal would
jacrerze o0 rapldly ab t¢ ottain e highest level (39 pey cont)
ofily afisr the sindh year of the refopzed schane,

:  Uhese DRaookals of lond flowton wers oobi
Berststion Bulosy widss o Covesnnint of india Ak, ,
,@tﬁ&%ﬂg% oomtriinidon the Rule wal, howOVer, £xmﬁ in awﬁ@ &
way thet 4n no eaoe should the indtiel Sostpibubion Of any
provines be intreamads, 7o allsvicte the disaprointent of s
provinsen, Specially «f Denpel end Bombay, & furthes concesaion
wan aade 46 the Uowolubion Ruples by allowing the Provincield
Govarsmerds o Sonditionsl abere of Incowe Texe It memhit that
whanever the scgested income (0 aoy provinge would endeed the
shanderd amssonsent of the JOsr 19I0-3% the Proviscied Govemasnt
woukd o allocuted ot the rote of thiee piés in each mwn ot the

msant of such mmaﬁ‘}

. oy i noals houewen, «ould not derive
mﬁy Wi’“&% w@ of %?J%‘ifé ﬁu@wﬁ, eRcent & veky negiizibls ot of
 poppioty in the ¢ your of the refains {1921+32)s Xt was
mmz&iﬁ’ ouing to tho fact thot the Inscome Tax demend was excéptionally
high dn Bengal An 153031 doe to the War bBotwme With the gradual
dimaspaarimice of the effccts 52 the HorX eoonomy, ip Incoms Tax
Shmend 4ould not dxceed the plssonibes stemdard axsavement of
192023 in the subsaguent g@ﬁrﬁim

At this Jencture 5% ehould Be poted that o Joint |
‘ #@ru@“ww; Corrdttee on tho Brafe Rules ader B9 & IRy
' ’ vty 1@&!?9 aﬁm aﬁf;’ iﬁxz&eﬁ t&w gmﬂ&m oF ELnY
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4 the cone o -ﬁ%r;m@% They expves el E uneEil ,
by the stotement § *The Comittes mm o m wm&g ecmition
4§ the povniisy SDodoeisl Gifficuliles of the Preajdency aﬁ
Bengels which Shay socordingly ouxmend o Lhe cpociel considoves
tlon of tho Soverwsnt of Inded o o4 fut 3% wos very unforcintte |
#hat thole was Do atbesph 4n the Dévolobion ules w Wuﬁgﬁm
i‘ﬁm Sinansial oteinpeaty of the Govemoont of Saagale

Coning 0 the guestion of the waridng of thess reforms
in ﬁ%ﬁi?jﬁ;i us soe that 4t vas a Zooodd not of any pRogress, mt
&f consband ondeurnal of the pozt of the mammﬁ oegely 16
a%w Caficiy e 0 oeute zhottags of funds ihe umvagse ms:rme
o spending power hat ¢a3 astimdied by *&m ﬁwm Comemitieny; hed
beet mbro than cowitssbolanced by the imsedisto intresse in the
aolagy Rafes ¢ the exunt of more than (4,45 laihs which bacave
Aneviteble to meet the sltuatkion opising gut oF the Haps I
addition %5 4t vers fulther a2d&ded fone wxtyeefinencial Jlebiiities
due o the rafornge Horeoven ofter the Hak, densnd was also
ksenly 3% for oo ulpent expenditures which %ﬂ“éﬁﬂ spEhsr heps
vider cheol oF otpoed alepgnthes during e Hare”

“he £agal aﬁi&ﬁi&g?ﬁﬁ of donseing the vitsl polet of
provincial recudsoszats in thiz noy gettlovent Doowse aoparant
% the vary first gier of Ats workings In Bengal, the budset
for 3D2ie23, the Sist yoor wnder Yhs veforms, choved & defiols
»f bpe d% @wwq Yhe socunulotoed provincial belesce due o pigid
sedhodEy Soriny NS Her stecd av over Rs. ¥y orScss of e beuitndng
Gk the sg;zem it g thought thet the spcengunmmt 0f sesting this
huse sl deficat by provinoial Bad

pelense would lead w the
fsspocarance of the lsttes veiy shostlys. Accordingly, towseds
the ddole of zwg & deutation £ron Bengol u2t the Goveenmont
of India % Anpress pron A0 on the grevity of the &thim'%

The Govornmont of f8ddo 8l adnitted the savees
fineccial erbarsassmet 1o vhich Bongal wak pleced Ly the now




@’mma& SEravIeimts  Yugh f Govemaent of IndieFe v obvurvnd
by Ghe Hdosin @iﬁ;ﬁﬁﬁ% e Flownce Banber of Z&m&& in 1988y
Shawe espmined tho cate both norrowly sad ceiticailys aad At
appesre Cetain ?%&%s with pedsy coonony Benpel must hove @
dafielt of not Ivas than Redl20 Joihds ces Bonpsd would hove
shon dofickdy wm 12 4% provided anly the bew pinidus eOendituse
gequired ©o carey on the crainscy adofuistzation of he z%mmwm

Emﬁiﬁ*‘ s z:émm@m@m e Qﬂfi?? chnsanston that was
; tr Donosd wos the remicsicn of fep smausl consribusion
@ﬁi‘ ﬁwﬁ:ﬁ &@%ﬁc‘:ﬁ% for  period of thioe yoars fzom 192 BedBs Bt womy
Louevery 3«3@&: of optendad g walved for ovirs This cléaily shows
the pochary of the Hoseon foroule dn oporacion: Horeovery this
reliefy &b Gan Lo cenily onderatcody van wazy dosionidicant €0
malie uwy ths Inige idgctady deficits Iomndiate DOULEs YO
thare @*m *wism 3 @ﬂmwfm ai) pospibie egunony by fetendining
Vet evm this m‘&m@ W @mmw pomngsy 108t & conplidarable amcunt
Y g ot m lonner mﬁﬁiﬁé}.ﬁ‘ fio ol Jrosh %m&%&%?ﬁ

14 m:% ma@agm wpde Lalsodnted’ 4n gwag &%“’
4'“‘7;;: %sy %*m&aﬁ mﬂe mm mﬁé&g %’*}ﬁmﬁ‘ﬂ mﬁ it 1) O S

Wm@; %%%f zif*iff%m%ﬁ hm%m m m%@ gm:%nc;;_ mtﬂe&&mﬁé@n
ot $hase asksuren mmw yield en dncressed govenue of ovar
585195 crovtesy howaves) YOIy Sooh gﬁ@mﬁ b w9 opt mmm&
paiuly i o @?@Mﬁ”ﬁ&*iﬁm md partly doe ko the is@mtam;@
ﬁwmmm 8¢ sftoreuse Foopssion :m teade ona mﬁaﬁwy on EeVEnue
voneintoe A8 thig distopeintiay situstion it Loeamo sodln aocsssaty
8 m&@ ws etrict domeny by velraneis L LBuging ‘ﬁm f&m%; k sl
gears of Sho DoSomnsy thusy Bepged hod 3 curtsid her csponditure
Tt the m%mﬁ a}i:"*’ RIS t%zm L F @g@mg% Yor o Sunther i

£ s mla of & shensive noturs: o Hetivewinont Conpiiktoe
g,@ &5 84p Baiiiithesrds ves zfm@&nwﬁ - 3523

, e wen vory appse
suatisfoniorys Al (hise DHIOUDSS BAIS L8l

n% Shet the situstisn . et all
in morely to evedd




w3ie

shesk fop the bare W&L of gdainissoetions The guésticn of
st had DRes kept in amﬁgmm; There vas procticslily
ERY mmw b tae] %z m*w DESGTMES S

in o budget ﬁaz‘ 19 25mily mﬂa&@ the giovingisd
pavenuto wove seiil wary snsuificient, the Uoveronmt of Bengs)
ebter & lony ﬁﬁs&ﬁk spsvided st now schests for guonditure of
Aeli Lalhs, % wis proposed o b et foom avouwilated Q@%mm
ﬁ&i&‘a slted £rm pigld gosooye On the soticipetion of
tnidgetary daficity the mﬁi&%&mm@ foas wors siss sshancedy” -0

‘kiz‘m@ﬁ ie T PaleHiutnn, B ﬁ&ﬁm&ﬁ.m e;:@@m of iiwz‘@, éoplored in
o B

‘“31: ia @%zw gl that the m*im&ﬁs& ndotuey ﬁﬁ

Bengal would in a1} probability heve buse diffecen

‘ixsm Bt this wﬁﬁﬁ‘i&ﬁ&ﬂ nandion of ziigxmmai mim’i‘::ééﬁ:%%

She Uoverssont of Donesl incgowmed fto xm&us.ﬁ*@sﬁ %
t%ﬁwmﬁ ari m%.:mm‘%mt o Che exteat of vt "“ag
crores of funs , dven L Ahie aoount oF ewon Balf of
Le were wwallable for ewpansicn of exponditure {n the
vhecction of ngfi‘mm’! neasnyes, the i ﬁ*sggﬁ of Bongal
ould pashiops hove bees quits gifforent”s

B

Some nivot relied wany howevern, providsd 4n the lomm
of grrats out of Done exsfse and fuport duties, o6 & el of
this cooinyy .ﬁt&ﬁ&‘i: Lot of the Indisn Road Developmont Commitest the
- Gentrsl ¢ m et wadsed both the oxedse Gad inport duties oo
motor epizdt in 1989 Unip additionel zevmnue wao sozmaried For
the Yo Eavelonnint fund® ffon which grants ware made to the
Poovineial Joverninie for ¢he sooolal schenes 0F muad devalopmente
& g&mﬁmm pate ahitse of ouncherpe which wss dopvoed o tha 5844
- gutien An 1B31 W olso Sreulltod vo tis funds Samilesly, on the
gesorrondsiions oF the ol Duagvey Comuliios & abiiional duky
on dmoorsod g3l which was howavsly' feduced fron bise o time
won Seposed 4 1031 with cortaln sosevvetionds Ghe procseds pf
thic addibioned Jduty vere disteibered to certals provincss o
the Grvelorment of salt sourees ond for the davestigstion Of She
posethility OF now rourees ond o the prowincas An which ealy
Yiabie @ the addisional Suty wan mmwm&ﬁ s In both the




| e32e

toe cison Bengel wis benefited, elthough the provineisi shave in
the letior Sase was very much fadignificents

A brlef Ades qoouk the %m&h of mdblie sovesuss and
f@xzm*f:ﬁwm in Sengal dpzing the mr&@& a.%ﬁm&fsa @iight be
aitsined ﬁz@n the following table 8 '

vear TeEal ) Pag Cent Total
Levemye Hsceipts of Rise Hevenus

: Expenditures
ié%u} ' "%‘3

¥or Lant
of Rige

P12t o] e 30y 84y :.?7 - 10, 4750, 958 v
922023 By 54, 95, 874 iBe 3 959 20,927 . @855
1923«24 10035005004 2af e 154 965 240
1534025 18y 3§¢333 FL0 20l Sy Ty U, 738 ‘wilyd
1925626 30,70, 15 423 3B 30,30, 63,430 Lok
$026a27 30, 54,735 538 ole® 100,945, 52 549
1327«28 10,05/ 30604 0 2% 10,85 56,687 iAok
1030030 0,98, 67 053 166 AG50,46,963 Qo5
1530030 3538,0% a:za 358 13:3%63.678 %40

Lriouscos s Compiled Saom whe Edamics and Nepeous devoute a%
_ pgnt, of Indis sor whe Years i9iless o

g ‘ aﬁ%m s Laviy Pubt ications Teothee 18 3, :

i”*@imm% Hase S0l

Lo ﬁfw &8 tam revvenya recsiptes ape omeorned, t&m
fakiouing incerssting pointe faperee Lo B noted B -

(1) Zhe sost stuiking feature thes Lo evident fxim the obove
table 4o hat the yovehud fecelipts in 1921e3d &iver the proviacisl
costritution, was oven Iower than that of the prewsefogn yoar of
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1020=23¢ 1% micht be atveibuted o ‘%szzgﬁ;mm@ag Soprossing
gffect on Tevenue receinds i 192ie23

(i1} Ihe increine ln fovanue recelpts 1w d3.00.95 2 lakhs
botwoan the years 1021-22 #nd 1913-23 without mmmm L
provineial cootglbotion of RalEd lakhs in 193Ledd wos psitiy
due to sone taxeticn asssurss and owre prinesily Jdus to siighk
Smprovasent o othor msjol seuscoes Hf Jevanue. Sugept the yeae
10627, Ghe total sevonus Fageipis had dncoessed stesdily upto
192%30, though the smnuel rates of growth wéde waey Ansiconifioamt,
Coneidering the gupmek of poovincisl contxibution 68 Y863 lokhs
BE 0¥ %ﬂm&a&& revonue in 1972is22Z, the tote) revanucy in Bengel roze
Eeom a%asge‘i%% orforay 10 1028-20 o Rusli.38 Cfuses in 1U2P=30., in
othee vords, during the sold perisd gevenues hal iboreassd by 28,9
per CeBte Dyt .iﬁ“ wd eongider the gm@;,h m: rovenae alfter e
texetion nesscrse i 1933 and avoiddny the deproesing effect on
Cgovenucs A0 192125 3¢ 4o esen thob Detwesa tho yesrs 1920«23 snd
1529«30 povenuts had increused fE0m R8.9405 croras o Rseil.35
crotes o voly.Dy ?r-'i%’sé'&' per Cants &t was even lousr then the
preerelons growth of rovenus of J0ei pev cent altpit withis the
pene span of tlng zﬁgz&ay thouch & considuratic soount of Ra,1e47
COores mg‘?sw the Lond fevenue sdfustment hedd (o 1912613 ves mot
present In 193021 and the Public ol Cess was node over b the
locsl Bodses siane 1933=14:"% Ghte difference ceems wo be partly
due o the pregenee of mu' Var-sconony and ooty soinedily dus
the doclusion of 80 per cent shaece of Incose Tan wihlch wvag one of
the st elestic sontcer of pevenud in Songel ifiﬁ. ring the perisd,
Ii‘.‘?i&ﬂ?sie ’ ‘

£3543 An can bBe oasily wundorstood, mnong the thrse prinoieal
sources of reveiudsy ige Lind Revenue, Fxrelee ond Stanpd thy rates
of grouth were not wifoems It was found thot whilse Lend Rovenue
had tnoevased Sxom 03.32,02 croves in 1531«2% to So.dedS exorez in
1929«30 ar by 7.6 prr cenly the reopinis under Lxcize doring the
sEid posiod rods fpom Rueledd crofor o An.Zel8 croves, ieee by



3525 poy cent wnd et of Stampe fooo Bo.le T4 CEOSES to JuaBe32
contes of by 43.3 por cent, Snd LE we congider the pETing, 3133230,
£0r the Tesmons stated -a%:mr‘e@g it wos olso svident thot during this
w*i@cm the receints wndsy Stewpe has inceetsnd by ‘*}gﬁ peEg Cmt

but those under ~%A$& mf“‘ Lhaend Revenuo were saised anly by 1.4
avid 3.8 por cent s:“mg,%@:ﬂmg,% Trhus, the overvhelming Sundriescy
of wﬁmaz gevesus Aot only In fts fova of growth but slso in $ha
pize was very much apsarent in Dengale, 3% vas Hheld thew the oofor
- pert of this sevenue oz Gzived Spom 3 ﬁi@aﬁgm whilah wes ofused
By tho *&»{ma«%@:ﬁ; Sattlecent’® of Emﬁa

, ﬁss :&gmﬁ@ revenile expenditure e woo t:is,m it had
mm’e@wﬁ i’x:m Asei0e48 civres in 10Z1e2Z €0 Ae.iledd civres 40
192wite 3D DEREY WOLHS, dubing the peciode 192130, exponditures
had incoessed only by ReoBl laWhs or by 8,8 per conks ancther
interesting point was thot the sanual ependitures (using the
poriad £ pnsy i‘iuu%&*fi o 1925«26 were even lowe:s thon Lhose of 1921e32e
it might be stbributed partdy o furtner evononive €hgough
ﬂ&ﬁmﬁeﬁmmm ms. Baetly w0 e c::mfé.ztzgamm sffors to oBtn susnlus as
the fate af yf&'ﬂi?ﬁmﬂﬁg am%mmnim Bitar three yoord wee stilil
indertemiinate &t thot timos DUt the rost seriking Sesture was
that w‘s‘{i} the your 19827 the doverment of Bengnd could not even
attein the barve nimdmen level of expendituze of 20+30.72 crorss
which wae adnitved o be faie by the Sovessment of Iadia in 1@3&37
The nesd o3 some other new &mm‘&mg::@a might hove Jafinitely
- Besn fedt alser 10430

Yhe plotuse becomes further gloomy if we ﬁ&ﬁgﬁiﬂﬁg $he
wmmh e m*mw%mm wuRaen &&xh@éﬁ &mwﬂx‘tmﬁ“ hendes ) S
Qi the fodlon Deacurory Conmiseion, Jo30, made » valusbie %
m&@m *ﬁﬁ g;bg@ g@@;ﬁﬂma* 3&@ gmm@m of «:«z ffotent pmvinces in f@-‘&@
raspecte It wan tovedled frowm $hag &&?ﬁfﬁ that the pslotive
position of Bangal was vegy nuch nmiszrpable cuponrsd o cestalsn
pthieg ;?g‘ifiﬁgﬁi provinees a9 for on the sigge vate of ¢ Giowih and
por hesd ependituios in sune of the nost Rpgenticd sesvices
were mwmwﬁ.%




% 10

n facl, the relative position of Beupsl Docdme woKses
ap observad by tho above Hapest ¥in Bongal the azaémhﬂ af
education 0 othor sesvices has prasticsily cowelle 29

&% thie Juncture one of the noss stoiking festufos of
Bongsd 40 notwworthys It uan coporent thot pof capite rovesud
in Dengal was very mueh lover thon thet dn sooe oiher proviodeds
in this regerdy the Fermanent Settlememt ol lwd favenue wan
wdoubtedly a baty, thomh {ts edverss ¢Efonts woTo DOLLLY
compenseted by the incrossed stemp Tovenuess Lut eved excluding
the incidgnce of Lopl Revenus oo ntutPalise the iofliuence of
Parmsmant Yettlanent, tho rowenue por hemd o Scnpsl wes pdll
vory dover shan Uhat in o0nd ouher comparabie piovitwass ihe
follouing table Lased on 1035+R6 sevesuo Tecoipis will give the
rolovent facts 3

Revenue Bengal Bombay Hadzen Punded Uoised
' ProvinGos
.ﬂ 4 & N ;‘ 2 ﬁ“ . N d r . - -, : - 'v?..'. ,: V”‘t‘ﬂ:wv “’ . Nik e -7 " * £ L. ‘- ) -
WBo i8¢ e HGe [ie Nfs Mg Mg RIs {Wig

LanG Revenye | | .y |
Por Lissd Gl 2=7 inil Hals L
Total hevenue , A
Por Hend L Beell Zwl Gl 2wl
Rovenue Por Hoad '
Exeluding Land a _
ﬁwmm &nii ad 2ol Bty jed

fa@umta s

e

wﬁlm m;:m wmw‘, @i- 0% BEHO LNt Mmm"

“he refozned schomn, 22 wentionsd gsrlion JAd nok aim
&t reémoving the interprowvinelal Aaparity in sevenuys fecelpta thew
was clroady in oristoaues Dut uhoetoves misht o the defedts of



o Sl

|
_ this getiliomenty m definieely peovided pome waz&sgmm o the
i?m*ﬁi sei Al Dovernint o sagnent its revenyd by Anpoaing codteln
sgeciiicd texseg for zﬁ'ﬂ oh the Proviselis) Sovenments had e
sppesl ing aince mirw o the Supkans dovarnments

It s truoe thot dusing the period 152130, the Goveromant
af Beogoad hed onhoncod Btamp Gutios ane Asgistroticn fees, md
Smposed & hew tex on aniteneets including botting: but the yovenus
potentiaidty of theis mossures was nod very sativfsctolfy. In
392030 only 8 sum OF Rualbed lakhs had Lsen wsllected from
invertaisnent sod Boteing Tevem, U Uhers wore other Sypes of
Laves wele? the §%ﬁi@ﬁw&im of the Provincisl Soverpment Ly
which the B8k stouss Mﬁ el d hwa boen Zurther diversified su
a progresoive ling,

It wany hovever, very mibrtunste that osing to “the
roluctance of the Zegislstive Council S Bmgal/ to dwpose tanay
to meke up the Geficit due o €hs Meston Sestlemene® P} g
Govarmznent f Bonged a:cm@ I'i‘&’% s these amu&cw ol gevanue ab
the doeirsd evel, ,“‘?ﬁ‘r, s e Loanse Gommit o
4938 4o & separate W&aﬁﬁw @im romarked &@m: zzﬁaiﬁ & #1153 mm@fss
m@ﬁ the Govenrent of Songsl dn the oatter ol furthep resoures -

mobilizatione Shay gﬁ»:;ém@g- phnedved ¥

n“? ';_;a & :;; pay Binc

i fulliy sporeciste whw Jifficulitien Ghrouh
whieh Benoel le now mmm Jg %ma we cannot believe
ot the Peacal Uovermoent sad Loglsliature have no
mastg at thell dlsuosal, wiwther a&?f egunony o of
jasreased tmgﬁ;m, o redute @ deficit of this
meitid®s e

\ -
Zhe £mmma§; o] imu; of Dengel almizt aame to e suddm

sotlance in $930e-31 due b the grost depreszion of the Chirticp.
ﬂm Blichtdng dnflvineos of the deprossion on the rovenue rucelpts
convinusd mote of juss chroughout the fesidual poriod under dlatehy.
e sioht B9 sa3d thos thounh the afvasee effocct 9 ¢hin voridewios
T SEprecsicn v folt by al} ¢ho provintes in Indide Bonoed was hit
oot sovesely by St 23t was madnly due o simoswel fall o the



' m«?ﬂv

pEice of jubte on whidh directly o indirectly & naje? peotd on aff
the psdsle vsad to devends “Fhe price wbich t% & @uimvmxﬁ
punalved for hig 3@;%@ in 230", suid the B : (i3

G36=30, “wmn the lowest inE sany Wﬁfﬁﬁ 18 mi. f‘m
ﬁ&ﬁ&

< w-. 05 Boposl, 1585
2@;&@@@% on the aﬂmm and wos bulow the prosent cobt of production
The Boviey of the @rsue o dodia in 193334 showed the meguituds -

of thy deprosalon in DBongsd es Lollowe

"ihe mggﬁwc decrense in the m&wuvalm af
&“ﬁi@%@ul‘ﬂ @;z:wwe% prours o the cose 65 Bongole
Thée £031 mmmﬁu just over 61 prr cont of the
15’@ »ﬁ'w& mﬁﬁlﬁ “il - .

_ whe f%ﬁémﬁm& soringay An Bengel vas ais0 agoravated
Py the siswitenous boginning of the civil Jdisgbedionce movenmnt
which coused furthor fstoricfation in sewenue reocipts wder oot
of the major hmﬁaﬁ’“ & bplel idga dout the ddnsncial pogition
of Bengsk durdns the period of deprossion oo well oz the zesalning
part of dlavchy aicht be obtatned Sfom the following table %

Yeap Total Bgvenue Total Sovenve
S feceipte Expenditurcs
i%.} iBRsod

13, SROD 576
L340, V9,275
31,00 By B85
30,6788 6%
u{% ok #.&%‘ @E“}

A%e 35 @?& 349
D E5p 38, 457
95 Cly 0B, 631
'§i3§fﬁ3ﬁ%§ﬁ
D GOy Ty 476

153330
3935031
93432
p L5 372
19235w28

$035wm35

25 5536
-ﬁ%iﬁaﬁ?

13y 02 T3 500
B e 47 47 59D

13,05 03,347
3 1' 5‘:339 &?&%@

3l Ve 16, 432

,.{;"mea 5 ﬂwrﬁmﬁ £ran g%w ,




Prom the sbove taule we Sind thet the sovenuses in
1920=31 wate lowor thion thase of the Lmedistedy ploceding vear

by moi.‘ﬁ oreress i sther woids, 4% f8il by shout 195 per cent

4n a yeer which was alooSt equal to the growth of sewenue duzing
o pericd, 192330, in Dengals The pessistent Jdoczoase in
sovenuts continucd oad in §931e33 it zeached the luwest iovel

wE ReePell crores since i921=33a In 1532 & tozation wessure

was taleo under consiceration by wnecting the Bengel Hotor
Vehicies Sax Oty 12328 Beb there was heddly eny sion of aaterisl
dmprovemend &5 the condibions Jollcwiog the depression sinde 1930,
the Soversoent of Uonpsl had o incur e bhuje srouet of publie deb
annualily eoly to oest her otdiacry govenus deficit,

&L thio eficicosl seage & great finonuial rolief was,
howsvaD provifed to Hesngale Ths Uentrel Govenmont agreed o
grent 43 the Sovemnest oF Bongel, slong with other jute producing
pEGvinCEy half €he net prdcoed of the expart duty on jute
producen withia e piovioee from 1934385, Whe condition thet was
Smpooed was that the grant ghinld not be pald "unicss the
MJ@E‘E“I”%Q 2f Indie vers gatinfied thet thw Bongal dovermmment 106
and Legisisture vere wing a1l hat was possibic o help thamselves™.

Aocordingdy dn 3925, five now taxeiion Mestures wers
dntrsdusod for & poriod of thyoe vears with the bons of zesiising
. sdditionel eoount of $hout Ake25 lokhs pev ennuwne These
woasuras vere ¥ (1) the Bongel Blectricity Duty sty 1933
£34) dndian Cemaps (Dencal Smendnant) Sok, 1935, (318) Indian Coust
Fees (Dougsl Seoond dmondnent) Soty 1935 {iv) the Dengal
Smusemente D Weendmontl Jots 1535 and Lvd the Dongal Yobdoto
Sabet Lictnsiog Sofs 1935007 Thugy 4% aopoary Lhoh he Govemnent
of Bongsd booome sobive 0 tap S0 ndw sources of revenut o @
wokse oofnomic oomdition bnt ranaised Inifeset in & better
sitestien, though the neocudeidty wis nee ot Al laess dn éhe lcusex

ko

Buring 1934=35 though thore wan f2widenos thas the



grest worldesics Sgpression war gradually @ding in Bengal,
genesally speaking, thore was very Jittle Change 4o the nauoris)
conditiong of the peeple, The inprovenent &2 tho Sinenciel
os8iting nince 193435 map not due W &y substmtiod recovesy dn
tho yiodd fzom proviociel soulvos, but dus wo the peovislsn of
£i86y por oMt shore of the nst procecls of the jute @Ot dutys
The rovenus Seeeipts from the thest najol prOVInTicol SOUIUES,
wige Wond Hevenus, Sxeise end Gtanpt, Lelng ReeTe93 eiores in
533637 wote seill MBele50 Crores below the 1928e30 sive of
BoePadd cEnfen, the yeoy drmedistoly presceding dho oncet of the
deponsions o0 | |

‘ Yhe public emenditures on tho other band, 89 night ke
aneily guessed feoo eud fovegedng saslysisy evuld hardly elein for
any devolopment Curing the periods 3930e37, Ioccdistely following
the épretsions again e policy of rigorcus scontmy by curtailnmnt of
expenddtures was enforced dn Bengels A gmerel oessure of 16 per
cont redsebion &9 (he salordies of oll Uoversment semwanto wes aleo
affested in 1931432, Hnother Aetrenchzont Comnmltios was sppodoted
in 4932 o expedne the poseslivdliiey @g furiher cugtbeiliont in |
@%%{’Mw we  A4Y these moesures lacluding the fmolooentstdion of
the Retrendhment Committes’s Reporty 1932, chowed, ofter aome
@ﬁjm&mﬂﬁmg & radait ;;sfi in expendiltuse of sbout e85 lakhe in
1933-34 than in 1929=3041°7 | |

-

. She offccte of %ﬁﬁﬁ&% TS TR w5 ’fi}.g:%. 5 ook, howeves, Lo fuily
ronidced in e piovincisd Sinence of Bungsls I was moinly dus to
the fast that the Governzent ol lengal had ¢o defvey huge edditional
mmonalinges to supprers eivil clocbediences end o soseailod
toprosint covemento 5% thot tine, Ae observed by tho 2000EG G0.AD

'&fz D

“The expenditers uwon antietezreriszt measures cmstituted
o stunbling Dlock o floamcisl Tesoveyvs The sum fegoiled
for this puspdse hod picon f200 Jule2Yy lokhn o 193le33 to
T84 87 iokhs I 1934=3%¢ sse Thg promaters of andaschy had
oo lved T Rrovince 4o 5 otal oxpopditure of HNel.288:
dakhe in D yoorg,s 900 soe 1E 1% bBad wot bom Sor wdvil




Seobodiente ad f:azﬁtigﬁm Bmficit debt of Dongel
wodld have bacn 1654 t:mﬁ Red aporeny ﬁ,ﬁmwﬁ af
Bossly H8e% CUoretiee” 130

e 4 d;zmau%im point vas that althouch oveg the
poriod Lotuoon 1935«32 and 1936e17 sevonue expoaditures siichely
incerscad ﬁ ke w;.,mﬁa Croves 4w RaedleTd coras,. b by 12,02
- par cunty the nationebelldaing wmszmmaw uscroerod wven in
shooluts tamns Dpon iadg S8 GTOZES 4O HioBedl e:mwaa batwosn the
auia gmmfgiu 20 other wo2ds, 4% was reduced Ly 1598 per cont
whioh 3«%% a fell in the peopurvignate shage of w*‘?ﬁ DALLOT™

il ding sxponditures to toLel exponditurs Sxm 40084 pog cant
&ﬁ% 1&:3%&«@% o 32,45 per cent §n 1936437, Fhud, 1L wos very
WwHriumnits et gm?m“ e tine of Jdeproselon whan provinesal
sepetn Shioked ¢ sm&’:’aw ard Ehe notionsbutlaing gznendlougss were
Gurtailed, the Gov rommment of Dangel hod Boen charaed with hewy
m}.;;mﬁmw;@ enpenditures seinly wundes tho heals, 'd8lls’y "Pulice's
"Miecelinnevus® aid a0 otte Dul the grester Lregedy wss thot theze

mﬁ&iﬁ&m&a& mr«ea.;w%:;gz:@s wore met not only by ordinary Seovenuog bub
alao by hdrrowsd owney with ioterest chazgss whicdh conaiderably
deprived the provinse of progressive capd wi ansmmoitures.

134

Dus of the Zemarleie Sestores of the Sovemmment of Indla
fty 1918, umn St A% pade @8 Slear provision thet ofter the tao
prare of the pascins of whin fot, tho whole question of the
constitutionel roforms In dndde would be exemined by 4 stetubony
sommitoion for forthor developnunts Aocordingly, in '&@éﬁl, Lhe
Endien buosestory Camission, ofnonly Rnown 83 o Gloon Conminsion,

walk appeinted o foport on this sisjocte P regasie inanciel
ayvenponcnt, the Comdacios gome 4o e conclusion thug the then
oS LANG IVHEIN WS i:a-:«ﬁﬁ wWith T serious ooobians ¥

£ She o %xi;.s%mn af functisns me ollousticn of
i ﬁ@mz;m mtsenen o DBupy %@ ol & mﬂ,m@l Uovermoants reifcored

&%



wiic

from the lack of hagsdnye It memt that while all the functions
sFagul iy pregrensive inQrease in expiuditure fall within the
provineisl svm@ff:& The L , sasighed to than wese insufiicient
and nelogtics Gn e ottor Dead coniral sourcos of ravenue
ghich had 2o weet a@g&m&veig staviconary noeds weras elastic in
nALULe

{14} 9he soheno hed feft VWATLow Drovinces vesy
digferantly situstad finoncislly, In other words, #he dietribution
ef Pevenue song the provinces wae errived 8% “without soy attempt

t0 eotablian a wqwim @mﬁmté of Seirhess® . 13 .

She Commisoion, houeves, auaiu&m that i was vary
SiEfiewds o bé!% Wy any such standeand, They obsorved, Ywe should
Aot fa any oy sxpect o £ind auything like eguality in the
espesdituns fz??ff ’i?&mﬁ}ii% seovinces® . S8ill they ook sndeavgur to
cevige a machod “that will tond was mitigete the inscuallties®, 14

It was belisved thal finamoisd cutonoay was the procendie
£ion of any schae &l poovinCial autonomye Hut at the sane tims
thoy otated et "4t 1s net popusiblie to make goud tho deficiency
withont dpswing SN now todas®e Certaln toxes, such a8 taxeion
cof aggiculiturel income desth em,y, mgai:im wn Loboesq, cxuise on
matchon; temdnad Boves, OL0. ULLE pIoposed’ o thisg putpsuee  In
Srdar &2 nadntodn wnlissm satos thisucheut indis and 49 nako aEne
remadjosunenie in Hszsﬁvﬁ_.a&fzﬂ TOSTUISeS, & consideveni® nunber of
these Lonas werse o ,Lﬁgiga@sm o be inposed ad collscted by the
central aukhority o be distzibuted e ;;n:nv:& ‘ms

They aleyn advorated for the geeivel of the pystem of
Seivices beads® of revenus, spocioslly Incone Taxe sut the
givdsian would be §o @ very Jiffsrent wiy Bo thih the Cantpal
wovernnent pight ool orercile any contool over the popvincial
FAnonCos AN wity of atmindzirative and fiscel convonisnce it was
further propboed th bring the custons duty on fofeign ldguor into
the éh‘x*«:’sm of proviscial epcize @t the comsareliel atame into the




5 9

genteal @;ﬁwm. %hw wouléd spprorinstely ml&m the ae:w%
and gaine of both mﬁ uavaﬁﬁﬁamtmm

She gusstion of fedezel finence wes again exaninod by
e f"ei'%ttmz wnder the chodwmanship of bord Pegl of the PeCoral
Gtpwotze Somnltton, Maony other onfificationss the Veel
@@mﬁﬁ%ﬁfé@; 1931, m&m}? pnoosnendad Hot taxes on dndone HLhey
that ovephestion tog should be tranaferred 6 the prgvinces, e
the ouboet, the resulvant oontral Jdeficit showldd o set by ’
provinciel contribubions which would geagsald 1y Seoroase and
&mll;sg @i@&;&;}%z £o8 the new central rssources would éwm*«gz.

117

The whole seneme of the Pael Comnittee, 3@33, WES Given
B i w“wr scratiny o the Jodoral Finance Lomn) shens 1533,
under the Chaionmohiy of FePoroye tn the guestien of Incon:
which was the post vizel & well oo coniroversisd Angue of the
sllscetion of resvurcss betwssn the Ventral and Provincisl
“oveond Loe the Percy Conmittes, 1923 came o the conclusion
that ‘”3;& ey is,m:ﬁ tle to opedd £y en apnunl roté of feductics
ot wmﬂ:mﬁamﬁ m: o definlte peclod wizhin which Lf.es HouLd
ensble the Fefezel (overoment %o %ﬂﬁ&ﬁui&&uﬂ contribulions
aliog s&.smx:“ﬁw_ he compliceted schame of the distribution of
inoonn Yap suad z;’é*ga ,‘r Ly biEter ewporience of provincial s:xm%;ﬁ:ﬁx&»
B, HOLEVET & the wﬁn“mm% of this propposle

Having @mmmi t&ﬁ&hﬂ“‘* nguiries and dionusaions,
dneluding & thivd gession of the dound Table Confarence, he Dritish
Governomnt poblished 5 detalled gasﬁgxgsai for Indim Conativucional
Befommey commonly lnoun o8 Yohite Papes's dn 1933, H Joint Ssiect
Compittos nf the Poriiscent (319 32’5-#‘%«33' was apnointed o LunoTE TWHOTR
these proponsle de consultation with the Indlan renosentativese
She Commdties, siter some mpdificagions, Socested the finenciml
plen of the *white Paper® and these Sscoamendations were fZinally
embodied dn the Govesnment of Indls Aot 1935, with & minoy chenges

324

The Sovemnent of Indis Sty 19385, recognised a foderad



conatituion hased on ptovincial autonemye The Powincial
Chvammnent wan %wm o ARClusive authorlty within the provinte
in 8 pfocieely dellined sphore shero it vas bioeddly fxee £son the
Control ¢f the Contiad Sovesnmonts It won a fundomantel dvoncturs
from the Sallicy #yeLEm under whigh the Paovinclisel Covernment
erescised "a w:mi pd s hot an oXiginsl authosityMs 220 one act
sise atnlished the oystem of *resorved' and "eronsferred® sulbijects
and the posuler mivdsters wore gencrolly zesponcible for the whole
£ielé of Provineisl Sovernmonts

ihe allocstion of resousans o the Frovinoisl Sovemments,
dnder tho Aok, mainly follsued the poiotivle of making the fianoncisl
srranganent B0T%e clestic dn the intersst of futuve davelopnente The
whole schome wes ‘E&EE o great extent @zz@.ﬁa& by tho Basie outline of
thy  sespmoandasions of the Sinon Comudanion, 1230, %he saorowes
fHf oF Cl‘?ii’ifﬁiﬁ POTLIRES Was ‘ﬁlﬁﬁ:ﬁiﬁfﬁﬁﬁ into fomr Droad grouse b

{a) TCaRGy Lous, a%.; Iwwvied cellocted and gtilised
by the Provincial Yovermenty

(B} teson Jevied and eoliested izxy the Centzal wm@m%m
bys the D8E prococds sasloned b e Froviocans

o) vexed levied snd cellected Ly the Fsdoral Covernment
bt & progesibed shege of the not protends 64 }.&f:;sam to the
Prowloces, end A

(@) tomen lovied ool collosted by the Pedersd Sovemment
buty 48 dgeired by the Central Lecisloture, 6 Pert of whole of
the not procseds night be e.ainizﬁmtﬁts smong the Provincisi
&mwﬁwm.zm

I etdivion o thin spre of devilusionsty SupporZt €0
Vﬁgﬁ#@;*’iu&ﬁa finmco, the &0t aloo awde twe other iosotent nyowvisions
oo being sbout futthey olasticity in the sevenuwss of some noady
pEovinnes, A% ooonk that thets wes oo aErangement S0P e Bl £Y47.1
2% Contrdl feants, wi.m {1} grentseineald 0 such provinces &
micht Be in need of soslstesce end (44) o disorctionany centsad
g&mﬁﬁmﬁ. 232




ol

She Aok aled M&mﬁiﬁtﬁa the borsouioy pover of dhe
pEovincass The Provincial Spvernognt was mpovennd €© borrow fog
my provinelsl polnode on the ?;ww%gf of provinciel cevenyite
Che congpnt of the Voderel %w&ﬁ&mm wan, howevers, Deguirsd £f
oither {8} m&m was Geild @&mtﬁs‘%im} any part of 8 io%n nade oy
fﬁ%rmwcl Ty the Lont m& Sovarnnent of ia} the loun WAz e Ta

poiaed outsd ﬁ& &:ﬂlﬁaes.

umedievcly ofter the passing of the Governaont of indle
Hoby 1955 A wad Pousht that before giving effeck to the
orovincisl subonany, thede should he m eport chgulzy into the
Sinancial oouivion of fhe peovinoos, the gpuniel sssistonce
poguived Dy thas, the $ize mnd mods of the diotsibution of the
prescriied shave of Incomy Taz and the provincisl cheve of the
dute Uxpont Butye In 1936 Siz Goto Dimeyor wes appointed %o
condact thils enguleys "

Gir OLt Hiomwyor Eﬁ*ﬁlﬁ.%@i} thet o “mémm of m&a%&tﬂn
tionel mad a&aimawmma arrongemonts camot of coureg in 8
memont alter tho Coneral finfeisl posleion 22 enabio all
eonueivihle finmoiel desires 2 be met. Dub st the somo wioe
he stated *I seo oo Fomsen why o csutious but stendy sdvence
mhiould not e achideved s Ho choswved thet cartoin provinons,
such o8, Hadoas, Uonbay aod Punjeb were intsinsicslly betier off
thian othetys 1% way cobsidered thet It would Lo ressonablo o
ntsodune somt reformiory measuise in whis regards Accordingly,e
he cane to Yhe oonclusion thst csrtsln provincws should be
proviced with on ewmual {inoncial escistances The avount &o
£ixon fo% Bungal vas 1475 Laknse 4%

S0 the guestion of the oetind by shich this sessuze of
gusistency should be sehan, o soCtowmondsd £02 the smcellation
of peovineial dsbiy %ﬁﬁ@  the Contral Sovermment, uhafever
poaseibles I Baengol ond soie other provingds sil dubis prie® Lo
1% n;&ml.s 1538 wore procosed Lo Do voealiteds It use sitionntod




Cthet this gould fooult dn oo pronindto sonusl ceving of
Ree 33 lakhe in Bonoole '

The suithor O34 not fovour the $dea of dhazing €ie
proceads of the Juto Dwpork Dutys Dut as the sooviscist cladm
had alfesdy Lesh Focoonizad by the gpurrsader of 30 por cwnt of
the net procseeds of this duby, £t was thought thet for convenidnce,
- & part of the prososed fintncisl assistanee should foky the fHem .
of sn indresssd shore of tho Jube Suport Dubye Sho provineisd
shazre of the dute i*agmxt Yuty wagy thersiors, funcrossed from 50
20 55 por Cente Shile additional 1%k por ot wis cxpetted o
vield oo onnpal o of Re.42 Asthe in Dengaly Shug the sooclal
sopictency of Re75 lakho to Dempel was made up porbtly by debt
canesdiation (Raed3 lobhel ond poetdy by eshoasod ghare of Jute
Export Duby {fol.42 fokhele In the Saen of othes srovintos vwhese
the estimsted smouwnt of regulved asnistance esuld nut be balonced
in t%ﬁ wEyy CINEESl GEANUNeitedld DEY annum weps provided Lo

2 L

M gegords Incomo TPas A% wos fecomuanCed thet 5U pEr cent
of the fiet pescesds of diviednle shere should be csplsned w the
provinces to ochieve “mamitun procticedls disvribution®s She
author sonsidesad thes mt!m;mmag fmdiowing the mmm;mm .
sutonony the Contral Covermont would heve ta sedingudsh uge
maomnte of Ats vevouuers  Yhe Centedi Soverhment vounlds thoveforesy
B j@&e&%@é to zetedn the mfovineisl chare for o poricd of five
yaEmss 4% wes very difffculi o dunide how auch of the poovingial
vhate night be Tetelined by the Centesl Government Suping this
poried of Bive yeargs 0 ordey to giva both tho Cengznl and
Frovinocial Govemments sn Antezest in securing the desired Tesults,
it wos prooosed thot duging this zesied of five yoars the Conveel
Upvermaint nloht potadn olther tho shole OF cuch et of he
provineial shero oy tosethes with eny railuway susplus, would being
the Lenbeel Covernmontts shore in the fﬁv&&@ﬁm fotol ures Roels
cropes, whichever wos 168ps>0




oyl

“he senbad prescribed peried duciong vhich the Centyel
Govesyent should felinguish the provinciel shase by oqudl steps
wos fixed atr five yeodss £ mmont thed in the St year of this
socond perdod, the Contrel Covermment sight gsebadn @&vmmm of
the zus, if eny, seboined in the 168t veus of the ipst fiveeyesy
pesiod end 4% would desronse Ly & %mmg Bixth of &zﬁm s da
pach of the sucteeding five yeses, %hies, the Poowicclial dGovarmoeits
word ceguited so wolt sbout fon years o get e m,,& beneils of

) S
she glulmate provintied ehage of ﬁ.%:ﬁ:y DL Cate®”

L3z Oty Olskeyty nointed out that o pistiad *%z:f fonc o3 B
such 28 populatian ﬁ@ﬁiﬁ@m@, edge for the .ammwmmﬁﬁ &f the
provingial shage of Ineons Tax awend the provinces was complotsly
potiofactorys e Ohsesved st “mdotontisl Jussice #ill be dons
by fixing the &Q&}& ef disteibubion pardly oo Zenidence end partly
on pepulition, PRFLRL 0 neithwer factor & $ig 38y podantic doference
for which the actusl dase provide insudficient Justificaniaon”s 12&
&ﬂmmmﬂg&% Bengal and Dothay wese ssch plovidsd with the m h‘&ﬁ%
gﬁ@m&%ﬁ%&ss of 2O podk cent o8 provinedal share of fncome Tawe

FThune mmmﬁ%ﬁw werd secapked g Loought A68ts
sefect by the Sovernoment of i’twﬁﬁ,a istritution of Revenve)
Grder, 10565

. It thus appeare that the Dew sottlencot wds & landsark

I the cyotes of ploviocisl Cinsnce dp Indice 3% retnonised thet
mmﬁ & fodopal m&»m.it Ndon 2 cleareout separetion pf revenuss wol

t aluyoys desirablc t effeut elgni deaty 4n whe provincisl finsnces
.aﬂﬁ oady the sphoele @:%" provineial Sexetion wes wldmed bus the
Provinoisl Govesnoanis hed olise bugn prowidsd with @ share 6f @
considargdole ﬂ?.z‘é“”%;@&" ef cemtrolly colisgted Lawens Fulther g srovision
i pome Sobt of coogiel saplotonen w2 olpe made in Grder 1;@ balamoe
the provineiel budgetz, Ia other vords, Sor the Sirzsd Weo @
statutory stteopt e mode to uplife the finsncisl steadnods of
gome boeksned pravincsss, 20 wes held thet "the finsncisl suthority
of the provinces 15 oow J under the Govemsent of Indis Act, 39357
nearly o6 cioplete &6 can Bo undor B I am:& conotdtution® .3"%



able

. Ghe syebey was noty howeved, fred ffom oriticisng, I
wae stated €hat Lhe pources of rovonvs were 86 distribubed that
gafwimml prosperity snd developmant wers conscicualy subo rdinated
O camtrel ﬁmmw, 13 These w8, no doubly, aome fopce in this
oriciciss but thic provien ves almost cowsen to all foderal
constitutionge ¢ should be remscboved that the finsancial solveney
of the Cankral Govempent wok stated t0 be ¥ primary obisctive net
enly for the interest of @entral Government but aluse Sor the
Provineied Goveruminte, MNofasovern 13 woar itesdy proved thnt an
absolute fimoneiel independunce dn the sense of sorplets g%wammz
of tho courged of Sevenus ¢uld nob be a sevisfactsry solutisn undorp
a fudnrsl structulés A5 Al ffarent gources of revenus had varying
fmportance in Sifferent provinces, some a0t of sedlstribution of
rescurcos by cenitrel suthority vas very nueh essential, It would
inevitably subordinets the provinces to the Coniedd Sovernmont,

Hnother chirge that was orFrsnly made was thay thysughout
the period of plovincisd mwmy,~ *yherevar thefe was s option
with tha Captrel beogislaturs to Jdlotrilute o the frovitces & porkion
of the yield of a Centrelly Lovicd taw the Cengral wwﬁmmﬁ dia
net exsrzise the opilan and whuogever the whole of the yield of a
Centrally leviad tax was o be g;ivm Ay to the rowinces, the
Contre G0 not levy such 8 tads ) In this conboction it should be
cesmmnborad that apdy after @ litile [ver tuo yoears of the pravincisl
avtonomy, the Second bozld Har bhroke cuts Under the circumstances,
it was beayond expectation that the Csntral Goversmont could provide
any tmocarce in the alorenaid way to the Provinciol Covernments.
Bven siftery the ond 5 the udag, $he political cundition was o
wneerkain 49 well oo dsturied that it was really ALf8lcult 4o dake
any endemraur io ¥ soyaeds It e?ﬁ,fgwam, thereiare thit the
chazrge hod 5o muditantiol fy,,mw.ﬁ and it could not be ascertained
what would hove satuaily hopponed wndes rw Ll Sond m&m;.

Hm heve $o ;‘;z;w Gineussed the sain features of the allocse
tden 0fF sesouscer *o the Provincial Sovernyments under the Govestment
o5& India Heby 15?35;:.; Let we now axenine the Sinencial pusivien of




Genaal duping the pardicd of prowinciel sutonbny thoy was
introtvced on I8t Zowdl S I937

The mow conseivutdon hrousht sbhout &n {aporeent Suncticnsl
change in peovincied Linancr. It mot only cumpletely sepasated the
provineial account ffur the cmtzal sccount Dub eliu sade the
Peovineial Sovépmionts pasponsdibie fo8 thedy oun ways ong peons
T oporations which mémudnéd hithorto the respensibiiity of the
Canitrol CovEmante o o

Ynder Yhuno avranyitantsy the C?;wm;ﬁsﬁt &f Bencal had 4o
bank 47 4% nemo with the Descrve Donk of India mf to maindaln

& winimun belace of No.38 lakhae B sun of 82,24 lobhe wor zlzo
soguired o be mainteined §o 48 trotsuries ©H CuEDy 90 ihe £83inice
grations This reguisive auwsunt of Hs.49 lekdhs ond 3 futther sum

of thot abunte fees R lakhs in tolal, wore provided o Sengal
by the Sovemaent of Ivdlas Ao statud casiier, the pyblic debt of
Bongtl owonting o Ra.Bedd srozas thot wes dwed to the Central
ﬁi&%ﬂf"‘“iﬁf‘% wny sioe «9&9@@ pul with the insugurstion of provissial
sutansnys  Shut, the Yovemment of Bongel stafted on the ist of

ApeilyI93% with & clean sleve belng unburdsned with eny Gaby s

The faow sattionandy &5 we wifoady hipted, vos o @
considezelle entens dstisfantety €0 Bengale She Picence Mdniolar
ol Bengal, dn his boudged spesch Sof 193738, okockved that “ihe
sotusl finasdiel ppsition ot which the new regine ovmonces 18
better than £t has beod 200 nohy YEESs eses N8 GOBELONENYL 48 ses
& grest &ﬁ)ﬁﬁ%ﬁ&ﬁi% soe & prowiding o Bucsh neoded finsmcisl soelicd
& ﬁmﬁgnaﬁ%igz Uptwithatanding this Lawousrsdls mmmﬁm% Ll
Sovemment of Bay ole @xlikd Lis provicus Feontd was vexy ackive €
mobilice now sosources duriny this times “He have %5 ewplord’,
seys the Flosace Binloter ifn the sfotesedd speechy "new sourges of
toxation, which Jes 0T6 Spsenidal 4§ ve are 20 give afiedt o &
planned plogeanes of vocionel reconubiuetion. UD Cannolt Hake Lricks
without stews nor can we wndertake the scupendous task of neticnel
uphdle with siender means ond e tobos cgainst sy incressy of
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taxation®s 23 @nis motto wes also followed by the next Finmmoe
Hindoters who got & further impetus sut of Ghe HOr SCoNGRYs Rhe
dmportent taxstion efforpts during the perlod might b summed up
25 follicude

The Zive taxation measures of 193% mentioned in oup
previcus fention, uEre schoeduled to oxpice dn 1833, 2Among those,
except thoe Bengal Gobscoo Sales Licsuaing Het, 193% all tha
cemaining Sout Sots contdnucd throush sopopriste legisintione
The cessation of the Bengal Tobaccs ue@t&'ﬁliﬁ Slemaing doty 1935 was
oty houseer, dus W any eppreociable sooocods ground but maindy
W pollitical resdon, for duging the time of elockion cempaiyn
;asmxémnca was given o dlscontiaue ite She Bengal Jinaace Aty 1989,
was passod O ATpOse & %ax% on professious, tradors, callings and
employoent but &8 wes again Topealed L6 194G 433

“he oest zesarkablo efforts were taken in 1941 while

hfee duporbant HoLg wine (1) the Bengel Metor Spicit Balesn
Taxatlon sct, 1941 (340 e Songel Finance (Selcs Tad Aet, 1941
¢ (144) the ﬁmﬁiﬂ Raw duve ©arabion Act, 1941, wore encoteds
The Bengal Agricultural Incooe Jex Aty 1944, enabled the
Provinciel Sovessaeat for the FLrst tine o Lex Lfncomes dezived
fgom egriculturel souiceds Seedden, the retes of soveral taxes
and duties were alzo anhenced considerably from tine o time
duging tho periods .

The provinciel tax revenut, thul, wes Increased from
Roabe T8 trores in 1037«38 Ly [16,43.31 coores in 1946«-47, In
other wolid, Po2 head provincial taxabion In Bemyal wes raioed
rouphly £pom fisele7S 0 Nzede¥0 Susing Bhis peoricds It should
howsver, 1o rewnmbored whot thic shepenenal growth in ptovincisd
Lasecevenue wos nob zolely dud o loual efforise & very dgh
devel of inflatios and the ‘%;.z}lefi&-itzé‘&uﬁ zize in denandy coused by
the Kog wete the notabie bowsters in this segard, ehwe ashiolesale
price indse in Caloutia zose fzoom 360 in vely, 3914 o 108 4n
1832 and then to 37§ in sugust, 194% It was much Grauter than




the alleindis wholessle
in 1939 2o 301:4 in Bugust, 1947430

How emandng

e

the Ioliowing table

price infex which increased from 100

Lo the cuasticn of the gicwih of revenuds
and expenditures in gomeral, & brief fdea might bo obtsained from

Total Revenuw

Total Revanue

Yore Boceipis Expenclitures
A §m€h§ ‘ _ Qﬂﬁa}

193738 13, 00y B5, 045 12,83 42, 583

19 30a33 12s 76, G614 000 12, 76, 62 00O
1939=40 14y 3, 86, 517 13, The 23 520
1940=41 3%, 54 45,629 L 454 36, 254
154142 14, 94,298,030 15y 50y 38, 240
394343 |36, 46, 42, 365 16, ‘0537 861
184 3uds 23 55 05 120 b6, 23 7% 012
194 3m45 35, 37, 33, 323 49 17,95 754
1245ma8 454 55y 40, 849 A<, 58, 37 6514
1596 wd7 33, 66, U8, 761 42, 4, 56, 360

Loonroes s.,,,,m;g,gw f£zom ‘»13 ool

SE mxi"ﬁ“ Yx am 193760.5-“3.. 1‘3390453 ta

im Govie OF Nﬂf&-ﬁ\n u%@na,ak winc,ml

»tahéwziuai Burcog bhatlctios SEERCE e ok
; Seomd Isguo %Mmm ) aum“ f:,@vt. z?wmtf;mf' 8§

195C), Dre 308-30.7

From the soave ablo £% 4o found thot Suzing the poeriod,
:*3;53?3%4?; sotal revenue secodpte Iluctuctod uple tho yoar 1940-4i.
This fluciuation wes mainly dus to the £all in scme peincipal
sourcss of proviscial revenues, such ay Land Reovonut, Exclsos €8¢
and t_%m; @ﬁ the pot pooceods of Jute Sxport Luty in 1938.35, and
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almost wholly caused by the sudden considersibls reduckion io

Jute cxpotty occesloned By the war in 1940=43,2%7 Batveen the
yeors 1240=41 and 194546, the growth o revenuve uns stesdy sd
exceptionally rapid which was egein marked by & defiine in 1046«47,
O the vhole, total mmué had ineredsed fyom Usel3e01 coores in
1237038 o R6e39,856 crores in 1946«47, In other woids, totzl
govenue incroased Lo more than thres times in o Cewsde.

the stupondpus growth of gevanue might Lo attributed

mainly to the unexpected rsceipts under the houads, *laxes on
Incone other than Corporation Tax', 'Provincisl Zxcies'y and
Yother Toxes and Lytieste In the case of Incom® Tax the bacis of
distzibusion wos else nodified frum 193940 Ly uhich it uniinked
railway fimance Ceom income Yaxe It suthorised the Centzal
Governmont 0 Dotadn & sum of Llse.dy croves in addition to the £8tiy
per ceat of the Nt proctoeds meﬁ the axrengenent contiawa 43312
wﬁe-fazama

It was found thog whilo thess th ree heads teken tojether
yie.lc@ﬁ NgedelB crires in ‘5‘33%3& the c:m:mamqan@ amount
inerassed O 0 a.w.a? crores Ain m%«-ﬂ. aﬂ other woLds, the
pereeniage mnt:&buﬁim of these reveny m Lotal sevenue reveipts
fntreased Lrom 3,55,?5 par cent Lo i‘»@.iﬁ wz emu s.,.ummg the periods

The dounwazd taad in the Tevenuse of méﬁwi?, on the
other hand, was isrgely owing ©2 the reducesd syount oF ceantral
grant and the cotootdon of allivary sotivities vhove effect was
very onuch £odt m%@.d&y undes the oads, *Frovinctal bxeise’
and *Cthor Loxes anc Outies®s Yhe comunel ond gelitical
aleturbences, followed by ms:: Grest Calcutte Killing of 1948 aleo
loft thelr adverse marks on he rovenusa of Dengale %he fall in
receipty wag, howevers, partly cownterbalonesd by the incresied
procecds @f the uhﬁ@ Bxpart Doty due to the sohoncamsny of its
- pate at that timee”

A2 megardes roveene am@ﬁfﬁi tukes, i s.a uam thaty mcspt
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the vear 194536, it Lrcresecd steadily thoush the size waa stilld
Igwer in 1048«47 than in 19%4edd, he gpowih of oupeholLnrs,
like Tevenuos, was also vot enifom theoughoud Who pooiods Uptd
the yoar i94de43, while the yrowth wes moderste %o the extaat of
81692 poz centy i% gRew vory sepidly Dy 152:5% poy cent (uxing
the posiody, 1D43e43 to 1940m4%, Bebuesn the yoads 193038 and
1945=4%, ounonditule inoreated LSFom Hee1l.Bd Crores o Hgeddedi
grorens In othor 9ords 1% weh .Kaiﬁﬁﬁ Lo mone then 3 Simone
Thus, the growth of expondituscs wad wove Tapid thon thet of
ravenues ont dn oook of the years 4% brough® about revenus
Gnficits of which s 2ome Vomes the &ount wig vory nighe

. Une of tho most etpining points during ko hine war that,
while undar the o Uungtanoes, LU wap swpected thiot the yrowth
of notizaebullding a;;g;&n@mﬁmm would BE more than pooporsionate
to thot of total capendinusze, in tesiity A6 was oves slightiy
less than propoztionata, $he exprnditurs on sSone nablone-oed iding
dopartnonts DO Ascressed fzon fi*:g.eﬁinm lakhe &n 153738 o
'%:B,.w@&h{:%z Iaihe &0 2546.4T, d.@. 1k was yoised Ly 245,28 pow

Ny i4u The geowth of total revenus expenditore &ueing the

bifinla *m::i“«a% WAL 2 i%.«m por cent

. whe piokure Be fﬁ*‘u&?ﬁﬁs futthar gloomy A2 wa
gess 1545w45, the yess of ma imm awvant of revenue g
oo well o Caficits It umg sesn thad during tho sefiod 1%37-38
o 18446, whilc She mm& sxponCiture lncfessed by 3%3s40 per
cant, e nsticnebuilding smz»mmi,tumz wah roised pnly by 133,63
PEE Contle 14 &% Moy t:‘am. ki@ ;:;;zﬁrzam;ima%& shiarve of
netionebndlding eponditure W otal sevenne exponditurs wes
podused €06 "2»6’& peEr cent m:’w b 5 m%»&@ fmies 35637 pur c,.m@;

in 183730

The reassus for this acd disuribution o \.gﬂgmu\.@.uuh&
woLs N0k, bowevesy Lsr Lo svek. It ds jmewn ¥hobl dering e

secand VeEld War Dongal was vecy olosze to the war pone aad had
boen & najol base of nilitary oporasion. Conseguatitly, she had
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to bear tha bront of 4% both visible and Inviaible, Then e

the Grost Feelop of Bengad dn 1043 which practically dlslovsted
tho yhols eoononis sthuctute ol tha PYIVANCEs She Vinance
Hinistoer of Bengad oightly obsaereed io 1943 “UHatugs snd Mag
see 15 hove conepifed o nflict on the poople of this Provines
,ﬁm@m}%f alnoss wihenrable sulfegings®., M? “ha g2ditionsld
gmpradituees sousad by the ved, fuples, perdilence #d communad
dhsiushonees hed ap éﬁéxﬁi@f&mzﬁ wither In dhorectes or in onitudos
some idoa in this regard wdohd be gathezed drowm the following

Pahle,

(In lukdis of mupeoss)

Hoads @?’ﬁﬁﬁ&@é&ﬁ%§@~1%3?w“% 3943@&2 394&-@5 3?%%«@% 5945047

ot

Batraosiinary wm rges e "?@;&%’fi& 191437 L703.08 628,90
¥ m:l?@ £ _3.4':,» ﬁg% . g‘@oﬁ& ‘f:iaf‘?i? 3533% 3@&@??
Miscellasocus ’ 24.6? 65,61 69403 102,01 %62.8%

Potal géﬁ?% 16185 313403 S238.38 128%,40

Tovad &ﬁﬁ@ﬁéiﬁwza e N y
83413 &a&a.&g 1679016 4427456 4240,86

f‘“s.,»mamm 4 ﬁm%ﬁ Erore The Lge

o5 ‘#ﬁ gﬁ ﬁ":f.ﬂ S ey v '. . ‘ Bt ) gy v
g,;; indiy tof the Yoars i‘?iﬁ‘nﬁﬁ, &'*%M} ‘ méwﬁi%f
1944a4% ang 1946e8T.7

Fhe thoes heads of wmupandituses, ﬁ-am ’arw{wmnm
Churgns s 'Wanine Rolief' ond *Blseslloncows®, toten toceshen,
AOUNtEE O RE«24073 18khs which socomted for only Mﬁ% pex
caent of Lhe $otel rovenue expenditufos in 1037e30s Bud 40
1844045 they were Foined o e huge sizo of Rb.2230,58 Lakhs
- ond repreomted 50,67 por cent of the revenue cpoaditnre.  Aluhough
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this expenditure wod rfeduced in 1946w47, atill the magnitude
was ronarkably hish to the oxtent of Rea1207,20 lakhs which
gocounted for 30,59 pey cent of the total wmenditures

| Iz 48 wouc that the Suvemount oF dongol was provices
with sponiel centisl grants of hge? CITESS ond Rull CLUENS
recpeceively in the critical yoars of iPddedd and 1945-486 and a
part of swtrdordinuary charges connocked with the ar was resGversd
from the Lantral Governoont, DUt @il thoee ¥sceiply were very such
meRge oyopored €9 the Foguitementse In the ysar 1537=38, the
gombined eontrituiica of the thoes handg, wize (1) *‘Tonvributions,
nte.’, (1) Yoxipsondinery Receipts' and (11i1) °*Riscellencouat,
Was No,12e64 lokha, If we coupire this figure with that of the
foTenolng g&égﬁi@&«a} axpenditure in connsetion with the var, fanine,
atees theze sppeared & gap of 95.12,08 lakhs in 133730, The
coprosnonding mmﬁggsm o Gaps worsa xm;?«amﬁ.wiy foeTB3.54 1akhs
g NGe14553:04 Lokht 4n 1944-45 ond 804360.49 lokhs and RGP0
lokhs dn $0%Ges7e v | P -

it, thus appoors thot &%ﬂh&wﬁ £hE new SeBLlerent was
favourabie o Bongel ond the ey Gave an Sxtoa stimuioe o thae
growth of revenusg, she could not Jderive the rezl benefit of i,
iﬁ'&rﬁm the airewmtmr:m; whil® other provinoes wsre resplng the
vich harvest out of the Ger 80 piling uo substantisl sccuwmlated
sufplus €2 the Post.sar Reconsiruction Fvad, Benjel wes not only
uneble o contrilute » sitple zupes W 5ueh & fund Iu% on the
cOntraty, had heen saddled with & huge wigdverad indebtednnssy
Az e o saslly wndorstood, o prodentive eponditures puteide
he Sevenae Locsunt wese a2loo very fusicniffcnnt, 145, in proseting
the budyet for 194¢5=46 tho Finonce Binlster of Dongel oboszved

144

511 our borreowing uztlll aow have Deen elther for the
vurpose of sovering the revenut deficdt and noviding
the ogeisice wvorking DLIUNCR see OF LLrF Limoneing
the iarges-unsio trading cpefatione undertaoken by the
wovemnent in the Vepeartrent of Civil Supolifen, Nengald
had not beon chle zo far o £loat sny losus v
srotuctive nunotes, that s to sy for the Linancing
of sechemes of Cevelonhont ceo ¥WHICH create additionsl
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woadth for thoe Léate, Thic Sébl see Will Toseh

19 orores on the 3iet Hazch 1046 The dead wvolght
of this %’wws« Burdets hos wg CoOUnLapattess N G0Y
of the other Deovineesn® o298 '

“"’w acktuat seount ?ﬁ mobide debt Wamy .:\m:em&r, Rige 1%e 58
@mreﬁ th 3! ﬁms Mamaiy @47~Mi ’

- At ehis jencture Smother mast Tesarkeble poiat rogacding
the natore of public expenditvre fn Bengal should he BEnTiened,
Thet 4o o o nay, sihoe 194344, the m&jm; pRES S whe extrsosrdindry
chamger in copnoetion with War nzd been ralaied o the Tivil
ﬁwﬁiﬁriﬁﬁ Degoayment and Lve vericus bfading ,mm%-e fpapt from
the vely isrge aosond of tho ooteblistomont 0ot on Uhis desaliimemt,
only tm troding lotses ovar the pariod ODween M4le48 and 1945e47
ware oulnsted av Sg,dd acmms,q 148 Wno public Sopcassion about
the working of cthizg highiy sspoosdes deparioent won negs et alld
zzm&&mwxya af ohtoved by Hp, NelHeHundy 4n the fsseably in 1946 &

HEhe %@‘”‘5"3?:& hag bed grosning upder €he

ey burden of this FCiviy sapn i wboniutely
vorthizog #nd hopelessiy mx:m&at, Sepnartsents | Hith
tne exseption of & very *%«. avery pexsom L the
drmortnent 1o . ocosunt and dishonsst,  HET only ore
thoy Coroupt aag ai@‘m«a&t: Mt wwﬁx&%& mm:; ie
uaiﬁmm L m@ opuroaent, Foguilsiny ahd oysden
ars (nEnown,  ang sxmmmmmx which 1s sggentic =1 for
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