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“There was never anvthing by the wit of man &0 well devised,
or s sure established, which tn continuance of time hath not
heen corrupted.”

—Preface, Book of Common Prayer.



PREFACE

For an understanding of the methods and principles of
Australian Finance, most people have turned to English
writers for guidance, because our svstem has been
modetled upon that of England. Anyvone familiar with
the writings of Bastable, Higgs, Young, Hawtrey, and
Hills, will recognize the debt which the present writer
owes themn, But rcliance upon them mayv lead the un-
wary Australian reader into pitfalls,. We often use the
same term: to describe officials, funds, and practices; as
for example, the Auditor General, accounting officers, or
collections in aid. But the English description is not
accurate for Australia.  Again, the English Treasury is
not only differently organized from our own, bLut it
poszesses an cquipment which enables it to exercise
controls over finance with which we are unfamiliar. Each
system again has its Parliamentary Public Accounts
Committee, but each committee works on different lines.

AModern government is as much an art as a science,
and we are constantly being thrown back upon the
methods by which men seck to achieve their purposes.
Indeed, it has become a commonplace that the form of
an organization vitally affects results.  This is peculiarly
true  of our financial system, In  explaining  the
machinery of this financial svstem, and throwing into
refief the methods by which we waork it, T have hoped
to provide material for constructive reiornmn. A good
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commencement has already been made by the measures
initiated by the Hon. B. S Stevens, M.L.A., who was
Treasurer in this State during the vears 1928-1930. But
these reforms need to be consolidated and extended.

While I have described our system in non-technical
and popular language, T hope I have not sacrificed accur-
acy for the sake of simplicity. 1n this, I have had much
help from my friends and former colleagues in the Public
Service of this State. The Auditor General, Mr John
Spence, has read the greater part of the book in manu-
script, as has also Professor Copland. The Clerk of the
Legislative Assembly, Mr W. R. McCourt, has read
the chapter on parliamentary procedure. The Registrar
of Funded Stock at the Treasury, Mr G. Schauer, has
read that on borrowing, While their advice and assist-
ance have smoothed my path, they must not be held
responsible for any opinions I have expressed. Of the
many others to whom 1 am indebted {or help, I should
like to mention Mr W. S. Collier, Senior Auditor at
the Audit Office, Mr T. D. Kelly, Expenditure Account-
ant at the Treasury, Colonel R. H. Beardsmore, Chief
Accountant of the Tands Department, and Mr C. R,
Chapman, Under-Secretary of the Treasury.

Finally, without the co-operation of my colleague at
the University, Mr G. V. Portus, I am afraid that the
preparation of this material would have occupied much
longer tine than it has.

F.AB.

Unicersity of Sydney,

March 1931,
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CHAPTER [
WHAT THE SYSTEM IS

DvrinG recent months, few questions have monopolized
nmore attention of Govermments, or provided more be-
wilderment for the average citizen, than the question of
the Budget. Many of us have probably claimed te have
some koowledge of the manner in which the Govern-
ment finances its operations. But now that we have
become aware of its inability to make ends meet, we
realize how vague our knowledge of the system is, as
well as our unwisdom in having taken things for granted.
How is it, peaple are asking, that the costs of govern-
ment have mounted so steeply in recent vears, and why
is it that expenses cannot be reduced? \What is a
Budget? And why is it so important for the Government
to balance its Budgetr What are the reasons jor the
sudden loss of confidence on the part of overseas
investors? Why is the national debt increasing cvery
vear, when loans carry with them requirements for
sinking funds to discharge them?

In the following pages an attempt will be made to
answer some of these questions. But our object is not
to discuss whether or not the State ought to tax and
borrow, or whether it ought or ought not to spend taxces
and loans in a specific way. Rather shall we be con-
cerned with how the State raises funds, how it collects
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them, how it spends them. Upon what authority are
such things done, and who is responsible for seeing that
value is obtained for money spent. In other words, this
is an essay upon the administration of public finance, not
upon the economics or principles of finance.

At the gutset, however, we may notice that the out-
stunding feature of recent budget experience has been
the steady growth in government expenditure. On re-
flection, it will be admitted that some increase must be
expected.  We are a young community, and we have
been steadily adding to our population. We must there-
fore expect at least a proportionate increcase in our
expenditure. We must build new schools for our children
and train more teachers for them. We shall have to ex-
tend our existing institutions for the care of the sick,
indigent, and insane; and, unfortunately, if we wish fo
retain our peace of mind and our security of person and
praperty, we must recruit maore police and extend our
prison system. Perhaps the more we spend on schools
and public health the less we shall have to spend on
gaols and hospitals in future; but for the present, at
auny rate. we must expand these institutious in propor-
tiuzn to our increase in population.

And what of new social needs? If we are to keep
abreast with modern developments, we must also expect
to have an increase in our expenditure moere than pro-
portionate to our growing population. Industrial con-
ditions are making ever increasing claims for State regn-
lation and contrel.  Cemmerce and industry demand
improved facilities in transport and communication.
Hausing, parks, and playgrounds are an index of civic
2pirtt.  Scientific research in the natural and social
sciences is the feundation of future development. But
when we have catalogued all the essential as well as all



WHAT THE SYSTEM IS 3

the desirable projects upon which the Government might
embark, either directly or indirectly, it will be a useful
corrective to our enthusiasms if we measure these pro-
jects in terms of cost, or of the burden of taxation. Has
this been done in the past? Did we not first launch
our schemes and then look round for means to finance
them?

The case with which money was found for the war
contributed to the difficulty of curbing demands for
expenditure in the post-war years. Indeed the conditions
of those years encouraged many people to believe that
there was no limit to the benefits which might be pro-
vided from the public purse. For their part governments
fostered this credulity. To promise to spend wan votes.
And to spend was helped by the fact that revenues were
buoyant, taxation easy to collect, while government loans
found a ready market. Upon the strength of these
resources, policies were hastily improvised and extrava-
gantly executed. Occasionally criticism was heard but
it was disregarded, and we heedlessly went on piling
up burdens for posterity while we enjoyed the imme-
diate benefits.

Just as the war stimulated the policy of lavish expend-
iture, so it accustomed us to budgeting for deficits,
There was no excuse for this State to have had the
recurring deficits between 1919 and 1929. But they are
a vivid reflection of the laxity in public finance which has
been shown by Cabinets, Parliament and the people.
Little indignation was shown at the policy of successive
Treasurers in increasing expenditure without making
Provision to cover these deficits; or at their action of
funding the deficit and making it a permanent addition
to our national debt!

While the cost of old and new services mounted,
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expenditure from loan moneys expanded even more rap-
Wy, For we indulged in a policy of heavy internal and
external harrowing for so-called developmental works,
which, even in time of prosperity, were oiten unable to
meet interest, depreciation, and sinking funds with which
they were Joaded. Had we had a satisfactory system of
keeping public accounts, the tendencies of our policy and
it~ izevitalble results might have been apprehended in
time to avert the disaster for which we were heading.
We should of course have had to reckon with the influ-
ence af party politics both in the competition for the
honecar of providing so-called benefits to voters, and in
e stifling of effective discussion in Parliament upon
tinanecial and other projects.  But we might have counted
vpon the educative force of that part of public opinion
which studies government methods and operations to
alarm us hefore public confidence in the ability of the
(wvernment to manage its affairs economically and
efficiently had been completely destroyed.

The wanner in which the finances of the State are
managed 1= known as its budget system. Some people
fail to distinguish between a Budget and a budget
svstem, The Budget s merely a statement or proeposal,
supported by a number of documents including “the
Estimates” A budget system embraces all the oper-
ations comprised in preparing the Government's plans
tor rasing and spending money, in presenting them to
Parliament and securing its authorization in the form
of Supply, Appropriation, or Loan Acts, and in collect-
ing. spending and accounting for the moneys raised and
spent.

Under our Constitution the working of the budget
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system depends upon the co-operation of the Legislature,
the Executive, and the administrative officials in the
several government departments. The part of the Legis-
lature is to authorize the collection of revenue, the grant-
ing of funds, the raising of loans, and finally to con-
sider the various reports and accounts which are sub-
mitted to it with a view to determining whether its
directions in the spending of money have been observed.
The Lxecutive is responsible for the policy which is to
be submitted to the Legislature, and in particular it fur-
nishes the Legislature with estimates of receipts and
expenditure, both for revenue and loans. 1t directs and
supervises the admimstrative officials and harmonizes
their activities with the demands of public opinien,

Subject to the wishes of the Executive, and to existing
statutory provisions, the adnunistrative officials organize
machinery for collecting and spending revenue, devise
systems of accounts and records, arrange for the bank-
ing and accounting of funds and for the care and preser-
vation of public property. They prepare the Estimates
and supply the Government of the day with the material
upoen which it fortulates its financial proposals. They
issue the reports which are submitted to the Legislature
covering the operations of the several public depart-
ments; and they account to the Auditor General, who is
& permanent and independent official, for the public funds
which they have collected and spent.

All these things must be discussed in any consideration
of the hudget system. The way in which the system is
managed conditions everything the Government does,
and it is rightly regarded as the central feature of gov-
ernment activities. The Budget proper is a statement
made to the Legislative Assembly by the Treasurer in
which he details the Government’s plans for raising and
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spending money for the financial year under review. He
supports that statement with estimates of receipts and
expenditure and with other relevant returns and state-
ments, He indicates the financial measures which will
be necessary to give effect to the policy outhned. His
ability to make a reliable and informed statement depends
upon the fidelity with which the accounts have been kept
and the skill with which the system has been organized.

It may help us to thread our way through the maze
of inancial operations of the State if at this stage of our
inquiry we stop to point out some of the more important
landmarks, constitutional and conventional, which we
shall see on our journey,

The initiative in all financial matters lies with the
Exccutive, or more accurately with the Cabinet. It is
responsible for the preparation of the various taxation
and other bills under which money is to be collected for
public purposes, and for indicating plans and purposes
upon which the Government will spend the money it
succeeds in collecting or earning. But the Executive
canuot do any of these things without obtaining the
approval of Parliament. That body will not entertain
any proposal to collect or to spend money unless it is
recommended by the Governor.

The Govertior's recommencation is called a message,
and the fact that he has been requested by ministers to
send the message to Parliament, is that body's assurance
that ministers have carefully weighed their proposals
before they submit them to the House. This practice
throws into relief the convention of ministerial respon-
sibility, which is a fundamental principle in our consti-
tutional practice. For since the Governor will only send
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a message to the House at the instance of ministers, no
private member is able to get Parliament to consider pro-
pusals for raising taxation or spending money. If he
were able to do so, ministerial responsibility and cabinet
government as we know it would disappear.

It is not strange, therefore, that ministers jealously
guard their privilege to be the sole medium for recom-
mending to Iarliament what money shall be collected
and how it shall be spent. Because finance goes to the
root of almost every governmental action. they treat all
questions of finance as one involving the confidence of
the House in the Government. If they are defeated on
such a question, ministers usually resign. Looked at
from another angle, however, this practice is not as
artless as it seems. Members of Parliament generally
like to defer mecting their masters, the electors, as long
as possible, and the threat of a Ministry to resign if it
is defeated often has the effect of making members find
that they are not so opposed to 2 measure as they were
thought to be. Whether ministers domineer over the
House is a question which would take us too far afield,
but it is clear that Parliament has, in the twentieth cen-
tury, lost ground in its perennial struggle with the
Executive which can effectively coerce members by a
threat of dissolution,

When the House approves the ministry’s recommend-
ations for raising taxation or spending funds, Bills em-
bodying the proposals are introduced. The procedure
for dealing with them in Parliament is different from
that followed with other Bills. A Money Bill, that is
a taxation Bill, a Supply Bill ar an Appropriation Bill,
must be introduced in the Legislative Assembly. While
it must also be passed by the Legislative Council before
it can be submitted to the Governor for his assent, the

B



8 BUDGET CONTROL

Council cannot amend a money Bill in any way, though
it may reject it.

The amount of money which the Goveranent proposes
to spend, and the purposes for which it is required, are
shown in a number of statements called Estimates. The
greater volume of this expenditure has to be voted every
year. The measures authorizing such expenditure are
known as Supply Acts or the Appropriation Act. Some
of the expenses of the State, however, are provided for by
other Acts and are known as permanent charges. Of
this nature are the salaries and pensions of the Judges,
and the salaries of ministers, all of which are provided
by the Constitution Act. The salaries of some officials,
again, are often provided in the Acts which authorized
their appointment, as for example, the salaries of the
members of the Public Service Board. But the salaries,
expenses, and other charges of the great majority of the
public servants, and departments, are not “fixed,” or per-
manent charges,* but are voted from year to year.

Under the New South Wales Constitution Act 1902 and
other statutes, all the revenue of the State must be paid
into the Consolidated Kevenue Fund or to funds which
are offshoors of the Consolidated Revenue Fund, and
all payruents must be made from those funds. No money
can be spent for any purpose other than that which
Parliament directed, though the Audit Act allows for
some shght departures from this principle, subject to
certuin safeguards,

Since the 1st July 1893, the accounts of this State have
been kept on the principle of treating each financial year
as a xcpdmte and distinct unit. In the words of the Act

* I-u uu tmamlal year 1429 1930, mors than 20% of the expendi-

ture from the Consolidated Revenue Fund was In respect of “fized”
charges.
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of 1895, “the cash receipts within the financial vear shall
be considered as the actual income, and the cash payments
during the satne period, the actual outlay.” Consequently
the authority of an Appropriation Act expires at the 3oth
June every year, or as the Act describes it, “Appropri-
ations lapse at the close of the financial year.,” To see
that the provisions of Acts of this nature are observed,
and that its directions for the spending of money are
rigidly followed, Parliament has anthorized the appoint-
ment of an Auditor General. His tenure of office is
“during good behaviour” or till he reaches the age of
sixty-five years, and his remuneration a permanent charge
which secures him complete independence of the Govern-
ment of the day. His powers and duties are fully set out
in the Audit Act 1902. e holds a key position in our
financial system i that he has to sign a certificate before
the Governor will tssue a warrant for the payment of
any money irom the Consolidated Revenue Fund or
other funds. He also conducts an audit of the trans-
actions of the various officers who handle public funds,
and at the close of each year submits reports to Parlia-
ment,

Parliament having authorized the collection or spend-
ing of money, our next interest is with the officials who
carry on the work of administration. These are of two
kinds, political officials, or ministers of the Crown, who
owe their pesition to popular clection, and permanent
officials who are appointed under various Acts of Par-
liament, e.g., the Puhlic Service Act, 1goz.

The political officials constitute the Cabinet, and they
retain office as long as they enjoy the confidence of a
majerity of members of the Legislative Assembly. The
number of ministers is fixed by the Constitution Act
In Australia the number is small and there is an absence
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of “trappings” such as we find in older countries. The
ministers divide the oversight of the several departments
hetween them, the allocation being made by the Premier.
Next to the office of Premier, the ofhce of Treasurer is
most important. Sometimes the Premier also takes the
portiolic of Treasurer, because the effective management
of the finances of the State 1s of vital importance for
carrying out the policy of the Government., But the
cares of the premiership are so great that some Premiers
find that they cannot stand the strain of two such
important offices, and accordingly entrust the office of
Treasurer to another minister. In addition to the ordin-
ary departments there are several which are managed by
comrmissions. These have varying degrees of autonomy;
but it is usual for them to be associated with a minister
who is responsible to Parliament for all matters which
affect them. We have so far been unable to find a com-
pletely satisfactory working arrangement for Parliament-
ary oversight of these commissions; and it is a question
which will test the extent to which democratic govern-
ment can claim to be efficient and at the same time
popular.

While every department has a political or ministerial
head, it also has an official who is permanent head. Gen-
erally these permanent officials are called Under-
Secretaries, to distinguish them from the politicial head.
For example the correct title of the political head of the
Department of Lands is Secretary for Lands, Some of
the permanent heads have other titles as well as that of
Under-Secretary.  For example the Under-Secretary of
the Department of Public Instruction is also Director of
Education.

Some of the departments are primarily spending
departments, e.g., the Public Works Department, or the
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Education Department as it is now called. Others earn
revenue in connection with the services which thev ren-
der, c.g., the Lands Department, or the Registrar
General's Department. The Treasury is different frem
the other departments in that it is primarily concerned
with the book-keeping, collection, and banking of money
and with authorizing its expenditure. Associated with
the Treasury are a number of departiments and hranches,
either because they are engaged in the work of collect-
ing taxation, e.g., the Taxation Department and the
Stamp Duties Office, ar hecause they render services of
a gencral character, e.g, ihe Stores Departtnent, which
supplies stores for the use of all departments, and the
Government Printing Office, which does most of the
printing required by the State.

In the Treasury are kept all the contral accounts of
the several departments, and it arranges for the spending
officers to be supplied with the funds thev need for pay-
img for the day-to-day services rendered to the State.
The Treasury thus is able to supervise the spending of
all money. It does this chiefly through the revision of
estimates of expenditure which have to he submitted
annually to Parliament for its approval. These estimates
indicate what the departments want to spend and the
Auditor General sees that they do nnt spend moncy on
any other purpose. In conjunction with that official the
Treasury prescribes the form in which all the accounts
in every department are to be kept. At the close of each
financial year, it has to submit to the Anditor General
for his examination a statement of the public accounts
showing what has been collected, and what spent. When
the Auditor General has finished his examination he suh-
mits reports to Parliament drawing attention to any-
thing he thinks is unusual.
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I'n addition to these reports of the Auditor General,
who is a trained official, Parliament also receives reports
from a Public Aceounts Committee which is composed of
five members of Parliament. The personnel of this com-
nittee is elected by the members of the Legislative
Assembly from among their number in the first session
of every new DParliament. Ministers are not eligible for
clection. The powers and duties of the Committee are
prescrihed hy the Audit Act. They include inquiring
into and reporting upon all matters in connection with
the public accounts which may have been referred to the
committee either bv a minister of the Crown, the Auditor
General, or by a resolution of the Legislative Assembly;
and also upon all expenditure by a minister of the Crown
made without parliamentary sanction or appropriation.
When the report of this committee has been submitted
to the Legislative Assembly, the cvcle of the year’s fin-
anciul operations of the State is completed.

Refore we proceed with cur discussion of the questions
just outlined, a note of warning may not be out of place.
Throughout the following pages it will be seen that our
financial system is an admixture of statutory require-
ments and administrative practices. Many of the laws
and conventions safeguarding the svstem are the result
of long experience both here and in England. As we
unfold this story, it may occur to some that we have
preserved the form rather than cherished the substance
of many of these safeguards. TIn The Exchequer and
the Control of Expenditsre, Mr R. G. Hawtrey says:
“people assume that Parliamentary government is
securely founded on agreement and custom, and they
come to regard the procedure through which the respon-
sibility of the exccutive is vltimately enforceable as an
empty ritual. So regarded it tends to lose its virtue, and
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there is a danger that infractions, not merely of consti-
tutional usage, but of law, may come to be passed over
as tiresome technicalities of no practical significance,”

In its control of the purse, lies Parliament's chief
defence against the encroachments of the Executive.
There are not wanting signs that some of its outposts
are being surrendered. 1f the retreat continues we may
yet awake to find that the substance of popular govern-
ment has also been lost.



CHAPTER II
THE ESTIMATES

Tne Budget has been referred to as the central feature
of the activities of the Government during each year. In
formutating it, the preliminary task is to prepare estim-
ates of receipts and expenditure. This operation is the
most delicate part of the system of finance for it is at
this juncture that plans are hatehed for itmposing burdens
upon the laxpayers, or for conceding them relief.
Properly regarded, the Estimates should be an evaluation
by the Government af the relative worth of the services
which it considers most desirable to render to the com-
munity. For example, it may decide to extend the facil-
itics for education, and to curtail expenditure on gaols.
The Estimates will reflect that policy.

Apart from ordinary ministerial policv, the taxpaver
has to beware of the aspirations of the administrative
officials for they, too, have views upon what their depart-
ments might do.  Every alert official can usually see
wave, if he had unrestricted resources, of extending the
usciulness of his branch to the community, and he seeks
to mpress upon his minister the vahdity of his reasons
for wishing to make these extensions. Sympathetic con-
sideration of these plans will be reflected in the Estim-
ates of expenditure, if the Treasurer can also be won
over. [If there arc too many extensions of services, the
Treasurer will have to decide whether the total volume
of expenditure can be provided from the revenue which
ke will derive from the various sources, If he is un-
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willing to make the necessary effort to raise the sums
required, it may mean a reference to the Cabinet to
decide upon the disputed claims.

The Preliminary discussions upon the Estimates be-
tween the officials of the departments and of the Treasury
are vital from the point of view of the taxpayver, because
once an approval has been given by the Treasurer ar the
Cabinet to the inclusion of an expenditure, there is little
likelihood that it will be eliminated. The way in which
a determination is reached to inciude an item in the
Estimates 1s therefore a question of first importance. In
other words, is there adequate machinery for seeing that
new administrative proposals are properly scrutinized
and costs carefully measured against expected benefits?
If there is not, the only redress the taxpayer has is to vote
against the Government at the next election. But that
does not necessarily discontinue the services which have
been commenced because few governments are willing to
do this unless the pressure for economy is very great.
When power is won so frequently as it is by promises to
spend, policies of retrenchment are not likely to be
favoured.

The preparation of the Estimates commences in the
latter half of the financial year. The initial steps are
taken when the Treasury sends circulars to all the de-
partments asking them to submit draft estimates of their
receipts and expenditure for the following financial year
which commences in July. It is usual to exhort officials
to exercise the utmost vigilance in the preparation of
their estimates. If the Government is bent on economy
special warnings are given. The departments however
frequently take the current year’s figures and services,
and simply insert the sums which they think they will
need, taking care not to cut their figures too fine. Simil-



16 BUDGET CONTROL

arly they calculate the receipts which the financial con-
ditions of the community suggest, though here the prac-
tice is to estimate conservatively. These preliminary
returns are forwarded to the Treasury by the time indi-
cated, and they are then collated and scrutinized by the
Accounts Branch in regard to expenditure and the
Revenue Branch as to receipts.

When the fgures are completed, the Treasurer con-
siders them both in respect of departments and totals.
If the total is more than the Treasurer is prepared to
raise, then the Kstimates are returned to the departments
with a request that they be reduced to a figure which is
indicated. If the Estimates have been faithfully pre-
pared by all the departments, the excision of services to
meet the Treasurer’s demands is often a matter of great
difficulty. The departments will represent to their min-
isters that the efficiency of services will be seriously
impaired by such reductions. If the ministers are con-
vinced, thev take the matter up personally with the
Treasurer or bring the issue hefore Cabinet. Whatever
is decided hecomes the policy of the Government, and
the departments have to bhow to that decision.

It must not be forgotten, however, that discussions
which affect the Fstimates are praceeding throughout
the vear. Thus a policy of reduction in the hours of
the working week will probably have heen thrashed out
with the Treasury and its cost determined. The drait
Estimates will make provision for this extra expense.
The cost of providing for new pensions, child endow-
ment, or hospital subsidies will all have been settled
when those respective measures have been approved by
the Cabinet. The Treasury and the departments will
be aware of the extra cost for staff to administer these
measures, the added amount required for equipment,
stores, accommodation, and so on. All these determin-
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ations will be incorporated in the Estimates. But
neither the departments nor the Treasury can determine
with complete exactitude what the extra cost of a new
administrative unit will be, for no single agency has
final control over the matters involved.

In all these matters, however, the Treasury must in
the main, accept the Estimates of the several depart-
ments. Obviously they will regard themselves as being
in the best position to know just what their requirements
are. Long experience in the performance of services will
enable them to know what acceptance is accorded those
services, and whether they ought to be extended or
restricted. At the same time it must be admitted that
they tend to emphasize the departmental view to the
exclusion of the wider point of view of the community.
The wider view should be insisted on by the Treasury,
and the relative worth of services compared. To do so,
the Treasury must have etther within itself, or associated
with it, expert officials who are intimately acquainted
with the activities of all the departments. In Australia
the Treasurv has not been specially organized to this
end, and the work of check and supervision has not heen
effectively done. Recognizing this the Government set
up in 1928 a Budget Committee which was entrusted with
the duty, amongst others, of serutinizing the contents of
the Estimates as well as their form and the relevant
accounts, The committee’s work was highly satisfactory
and should result in a Detter understanding by Parlia-
ment and the community of the actual cost of govern-
ment. Unfortunately the possibilities of this experiment
were not fully explored, and thus many of the sugges-
tions which the committee made have been left in the air.
We shall return to the question of a suitable system of
control at the conclusion of this chapter,

It will be obvious, however, that the work of control-
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ling expenditure may be rendered very difficult if the
various purposes for which money is to be spent are
not properly classified. Accordingly, recent efforts at
budgetary reform, throughout the world, have been
directed to devising a form of estimate which will show
the expenses of the several agencies for similar services
under unifortm and standardized headings. In New
South Wales, we had been content with a Departmental
classification, all the expenses being shown under (1)
Salaries, (2} Contingencies, and (3) Miscellaneous,
This obscured, rather than revealed the essential facts.
For example, “salaries” did not cover temporary em-
plovees, or payments and allowances in the nature of
salaries. “Contingencies” was so elastic as to be useless
for purposes of comparison, and any effective check
necessitated a detailed dissection which was difficult for
the Treasury to make.

Of the various classifications which have been adopted
in different countries, the more important are by
organization units, by objects, and by function. The
New South Wales Committee adopted these. The
objects classification contains uniform and standard
headings for each service and department. In some
countries, the objects classification is very elaborate.
For example, the City of New York classification com-
prises (1) Personal services, (z) Supplies, (3} Equip-
ment, () Materials, (5) Contract and open order service,
(6} Contingencies, and (7) Fixed Debt contributions.
Each of these main headings is also elaborately section-
alized. The classification which New South Wales has
adopted is, of course, experimental, and experience alone
will show whether it should be extended.

What the Committee has done, however, will enable
the ordinary citizen, who refers to the Estimates of any
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department to find out exactly how much it costs to
operate it. Formerly he could not have found this
out because some of its expenses were not disclosed.
They were hidden in other departmental votes scattered
through the Estimates; e.g., for stores, rates, printing,
interest, cleaning, repairs, ete. Under the revised form,
these items are still voted for convenience sake under
their respective authorities, such as the Stores Supply
Department, Resumed Properties Department, and
Government Printing Office. But since in the main
these departments supply goods to or periorm services
on behalf of all the other departments, their estimates
tmnay be unduly inflated if the departments for which
they work are extravagant. That can be disclosed by
dissecting the costs. This is now done and these costs
are shown under each department for which the expense
is incurred. Thus it is possible to see at a glance not
only what the actual parliamentary vote for the depagt-
ment is, but also what will be its total cost,

If we refer to the accompanying table, which contains
the estimated expenditure for the Premier’s department
and its sub-departments for the year 1g29-30, we shall
notice that the total estimated expenditure is £248.704.
This is the sum which Parliament voted in the Appro-
priation Act, 1929 for the service of the Premier’s depart-
ment, and it authorized that amount to be provided from
cach of the three sources shown. But the Premier’s
department controls the cleaning arrangements for the
whole Public Service, and also the government adver-
tising. It is unfair to charge the Premier’s department
with the whole cost of these services, and accordingly
they are deducted from the estimated cost of the
Premier's department, the net cost of which is shown as
£202,313. But since the Premier’s department has to be
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cleaned in common with the other offices, its share of
the cost, viz., £3312 is taken into account in the list
shown in jtem 4 totalling £10.565. The other items in
this list appear in the estimates of other departments just
as the Cleaning Service does in the case of the Premier's
department. Despite the fact that Parliament voted
£248.704 for the Dremier's department, its actual cost
was only £212,878. On the other hand, if we refer to the
Vote for the Lands department we find that it amounted
to £374,171, while its actual cost was estimated to be
£542,038.

PREMIER'S DEPARTMENT—ALL SERVICES, 1929-30
Summasy showing Estimated Total Expenses by or on behalf of
the Department

. Actiual
PARTICULARS Ealimate. Expeuditure,
T £ 3
1. Fstimated Amount to be Appro-
priated irom Consolidated Revenue
Fund 224,013 249,274
2. Estimated Expenditure from Col-
lections in Aid 23,301 11,500
3. Estimated Expenditute from
Special Purposes {(Revenue) Fund 400 1,414
—_—
| £248,704 £262,197
Less Amounts to be voted on Pre-
{ mier's Estimates on behalf of all! i
Departments:— |
J Goverminental Cleaning Service 40,401 | 41,734
| Governmental Advertising 5,900 6,867
{ ro £a6391 1 £48,601
| i
i £202,313 . £213,506
I i
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4. Estimated Amounts to be Provided
fram Consolidated Revenue Fund
and Special Purposes (Revenue)
Fund for the Services of the De-
partment but Voted on the Esti-
mates of Other Departments (or
included in the Estimates of the
Premier’s Department as a Total
for all Departments) or Specially
Appropriated—As per detaifs here- 1
under:—
Service ' Where Provided
Interest on Pro-. Special  Appro- 1,446 1,613
portion of State priations and ' '
Capital Debt. Treasury.
Sinking F un d} Special Purposes 118 84
Contributiens to (Revenue) Fund
State  Capital
Deht.
State Superannu-| Special  Appro- 4,070
ation  Contri- priations ..
hutions
Stores  and Sta- Government 208 500
tionery, Furni- Stores .. .. ..
ture, T yvpe-
writers, and
Office  Appli-
ances,
Rates (Municipal | Resumed Proper- 2,500 1,551
and other) .. ties .. .. -
Printing and (’“overnment 1,054 906
Bookbinding . Printer .. .. ..
Repairs to Bu11d | i Public Works 177 966
ings .. ..., ..
Telephoue‘; .. " " 734 811
Gas and Electric " v 416 360
Power .. .. .
Cleaning Servtce Premier .. .. .. 3,312 3.241
Total .. .. .. £10,565 £14.210
Total Expenses|  ...... £212,878 £227 8060
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Another thing which our inquiring citizen would prob-
ably like to know is what similar services cost in dif-
ferent departments. He will now be able to ascertain
this, hecause the committee introduced a form of standard
headings for each service in all the Departments, the
main divisions of which are:—

(a) Salaries, and payments in the nature of
salaries;

(b) Maintenance and working expenses other than
salaries; and

(c) Other services.

Fach of these headings has been further sectionalized,
and Parliament 1s thus afforded information regarding
the amounts required under each section. For example
while there is little difficulty in determining what are
“Salaries,” expeunditure for “Allowances” ¢an be very
elastic. This heading i1s now used to cover payments,
in addition to their salaries, made to employees for
special work, or for relieving officers in higher positions,
or far the extra cost of living in certain parts of the
State. ‘“‘Maintenance and working expenses” mean the
expenses, apart from “salaries,” of maintaining or oper-
ating the various services which a department controls.
“Other services” cover the expenditure which a depart-
ment incurs, outside its ordinary operating expenses, in
discharging its services to the public,

Accordingly the standardized headings of expenditure
in respect of all departments are as follows

Salaries and payments in the nature of salaries:—

A1, Salaries.

A2, Temporary assistance,

A3z, Allowances.

Ag4. Officers on retirement leave.
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As. Monetary value of retirement leave payable to
dependent relatives of deceased officers.
A6, Overtime.

Maintenance and working expenses (other than
salaries®) .—
Br. Subsidiary staff charges, i.e. workers’ compen-
sation premiums, tea money.
Bz, LExpenses in connection with buildings, e.g. fire
insurance premiums.
B3. Transport expenditure, e.g. travelling expenses.
Bg. General expenditure. e.g. postal and telegraphic
services, purchase of books, periodicals, etc.,
minor repairs,
Other Services* :—
Ci. Commissions.
Cz2. Rates.

This classification of services and sectionalizing of
expenditure is a marked improvement, and is in accord-
ance with standard practices in the more advanced coun-
tries. Not only does it facilitate ready comparizon of
total expenditure from year to year, but it throws into
relief the relative expenditure of the several departments
for similar services. Formerly each department made its
own classification, and comparisons were impossible,
The item “Contingencies” appeared in the estimates of
all the departments, but this was a dragnet vote which
covered objects of expenditure entirely unrelated, from
pavments for temporary staff assistance to payments of
rates on properties,

Equally interesting, and very valuable as showing the
trend in the nature of the services rendered to the com-
munity, is the functional classification which has been

* NoTE.—There are other suh-sections (i.e. Bi, B6,; C3, C4) to meet
the requirements of the several departments.

c



29 BUDGET CONTROL

adopted. Here we get the social evaluation to which
we have referred, and an index of the trend in the cost
of performing the various services. The accompanying
table shows the classification and the estimated cost for
the year 192g6-30:—

SUMMARY OF ESTIMATED EXPENDITURE FOR THE

YEAR 1929-30 CLASSIFIED ACCORDING TO PRINCIPAL
FUNCTIONS

Hstimated Expenditure, 1%28-30
Chargeable to—
Co]le(:ﬂons-in- !
SECTION .
Speclal Deposits -
Total Am,soumi fmd Co}r{:s}}l[tli‘itéed‘
peela ‘
Purposes Fund
{Revenue)
Fund
. £ £ £
A. Legislature and
General  Adminis-
tration e e s 5,405,245 1,416,031 3,980,214
B. Maintenance of
Law, Order, and
Public Safety .. .. 2,034,200 501,744 2,342,450
C. Regulation of Trade
and Industry .. .. 120,217 51,028 68,289
D. Education .. .. .. 4,019,312 112,555 | 4,806,757
E. Encouragement of
Science, Art, and

Research .. .. .. 74,057 100 74,557
F. Promottonn of Pub-
lic Health and Re-

| creation .. .. .. .. 2,030,707 180.434 | 1,850,273

: G. Social Amelioration 1,581,122 38,723 1,542,399

H. War Obligations .. 62,016 e 62,616
I. Development  and
Maintenance of

State Resources .. | 3,173,904 1,601,330 1,572,664

J. Local Government | 365.752 42,040 322,812

Totals e i1 20,667,822 4,035,785 | 16,632,037
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The expenditure under each of these main heads is
sectionalized and compared with previous years. The
general effect of the classification and comparison is to
show modern trends of public expenditure. For
example, the services for education, public health, and
social amelioration, which a generation ago involved very
small expenditures, now assume startling proporticns,
and challenge the capacity of Treasurers to provide the
sums which the administrators of those services demand,
without at the same time imposing a burden upon tax-
payers disproportionate to the benefits anticipated from
them.

Another alteration in the form of the IEstimates has
been the further separation as a matter of account keep-
ing of the operations of the “business” undertakings of
the State from those of the ordinary governmental activ-
tties. These “business” undertakings are of three types
—Business, Industrial, and Trading Undertakings.
Among the business type are the Government Railways,
the Sydney Harbour Trust, and the Hunter District
Water Supply and Sewerage Board. Among the indus-
trial undertakings are the State Brick Works, the State
Metal Quarries, and the State Monier Pipe Works, The
trading concerns are illustrated by the Port Kembla
Electricity Supply, Broken Iill Water Supply, and the
Government Insurance Office. The distinction between
these several types is somewhat arhitrary. Until
recently it turned, amongst other things, on the way in
which they were financed. The business undertakings,
for example, were financed through the Consolidated
Revenue Fund. The industrial undertakings, on the
other hand, were financed through the Special Deposits
(Industrial Undertakings) Account. But that distinction
has now less significance.
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The modern practice of dealing with State activities of
this nature is to show them separately as supplements to
the Budget proper. This has been done in the revised
form of estimates. Each of the undertakings in the
several groups is shown under the respective headings—
Business, Industrial, and Trading. This system has the
advantage of avoiding misapprehensions of the volume
of State expenditure. It enables cross entries to be elim-
inated, and it clearly reveals the actual position of each
“business” undertaking.

While it had been the practice to provide Parliament
with estimates of receipts and expenditure of the busi-
ness undertakings, those of the industrial undertakings
were not so submitted. The reason for this was that these
undertakings operated under the provisions of the Special
Deposits (Industrial Undertakings) Act 1912, which
allows them to control their own funds, accumulate
reserves, and generally to adopt commercial practices.
It meant however, that Parliament had no supervision
of their activities. The trading undertakings were in a
similar posttion. One undertaking, the Government
Dockyvard at Newcastle, which had for vears been spend-
ing more than a millien pounds a year, had never had
its accounts scrutinized by Parliament and yet at the
same time it had not been regarded as strictly coming
within the provisions of the Act of 1912,

Although Parliament will not, in ordinary circum-
stances, be called upon to raise funds for the maintenance
of the industrial undertakings, because they have all
built up useful reserves, it now appropriates the salaries
and wages from their account. Further, the inclusion
of the estimates of their receipts and expenditure in the
budget papers draws attention to them and permits dis-
cussion upon matters of policy. Should, however, losses
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occur (as they do in some of the business and trading
undertakings) the treatment of the deficit will require
budget action.

An item which the Budget Committee inserted in the
Estimates is “Collections-in-aid,” On the revenue side,
under this heading, we find the departments credited with
certain earnings, and on the expenditure side, the re-
ceipts are appropriated in part satisfaction of and de-
ducted from the total expenses of the department, The
committee has applied to New South Wales conditions
the English practice there instituted by the Public
Accounts and Charges Act, 1891. But there are differ-
ences, not only in regard to the right of the departments
to use their collections, and the power of Parliament to
discuss the expenditure appropriations debited against
these receipts, but also in determining what earnings
shall be classified as “Collections-in-aid.”

In New Scuth Wales all the collections are paid into .
the Consolidated Revenue Account, and they cannot he
used by the departments for their expenses without prior 7
parliamentary sanction. In other words, expenditure
which is to be charged against the “Collections-in-aid”
is voted by Parliament just as it votes the expenditure
from consolidated revenue proper. The real purpose of
this item is to show the taxpaver that many of the depart-
ments do contribute something towards the cost of thar
upkeep, although it may also help to put the Treasury
upon inquiry whether or not the rates charged are always
commensurate with the services which the departments
render, The fact that departments are openly credited
with what they earn may stimulate them to see if they
cannot earn more. On the other hand the revelation of
what the departments do earn for fees may prompt the
public to demand a revision of the scales.
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According to existing practice at the Treasury, “Col-
lections-in-aid” are defined as receipts from services ren-
dered, for produce sold, eg. by gacls or government
farms, and for interest earned on certain advances made,
either to individuals or institutions or corporations by
the several departments: a public servant is advanced
money, for instance, to enable him to buy a motor car to
uge in eonnection with his official duties, or a local gov-
ernment hody is given an advance to buy a park. The
advance is repaid with interest. That interest 1s credited
to the department as part of its “Collections-in-atd.”

A final question which will eccur to our citizen investi-
gator is how claims are dealt with which arise subse-
quently to the passing of the Estimates, and which were
then unforeseen. The usual budgeting practice is for
these claims to he submitted to Parliament in the form
of supplementary Estimates and its approval obtained to
their pavment. In New South Wales, however, the prac-
tice of submitting Supplementary Estimates has been
discontinuer for some vears. This does not mean that the
departments and the Treasury have become so adept in
estimating expenditure that there are no claims which
have not been foreseen when the Estimates were pre-
pared. Tt is inevitable in every houschold that unusual
and emergent expenses will arise. The State departments
regularly find themselves in the same position. The
Treasury has adopted tweo methods of dealing with this
kind of expenciture. Everv year an advance of £150,000
is made to the Treasurer for the purpose of making pay-
meuts of an unusual or emergent character, or for sup-
plementing appropriations made by Parliament. When
the next vear’s estimates are prepared, these payments
are included in the appropriate votes, and when parlia-
mentary sanction has been obtained, the Advance Ac-
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count is recouped. With this practice there can be little
quarrel provided the payments are made for services
which are of a continuous nature, or are really emergent,
as for example providing relief in the event of a public
calamity, such as a flood, a drought, or a plague.

Under the Audit Act, Sec. 16 (b) all these payments
must be reported to and inquired into by the Public
Accounts Committee and Section 58 (1), (2), (i) requires
that special attention shall be drawn to them in the public
accounts at the end of the vear. But the payments from
the Treasurer’s Advance Account have not in practice
been limited to these matters, or to the amount of the
advance of £150,000. This virtually means committing
Parliament to the approval of items which have been paid
without its prior sanction and without adhering o the
constitutional safeguards of obtaining the certificate of
the Auditor General and the warrant of the Governor, as
in other cases.

The other method of dealing with emergent expend-
iture is to charge it against a Suspense Account. These
pavments are scheduled under the title “Payments un-
authorized in Suspense” and specially submitted to Par-
liament with the Estimates for the following vear with
an intimation that they have been paid in anticipation
of sanction of Parliament.

The Auditor General contends that such payments are
unconstitutional and reguire an Indemnity Act to in-
demnify the Treasurer and other officers who have been
associated with their payment, There appears to be no
doubt that this contention is well grounded, and it is
further evidence of the extent to which parliamentary
control of expenditure is being weakened. 1f pavments
can be made without prior appropriation by Parliament,
and without observance of the procedure that no payment
should be made without the Governor’s warrant, then it
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is conceivable that a Government which felt strong
enough to disregard criticism might use this method of
financing its operations without consulting Parbament
and obtaining its approval to expenditure.

Hitherto we have been dealing with the estimates of
revenue and expenditure. There is another class of
estimates to which a brief reference must here be made,
though the general qudstion will Le discuased mare
fully when we come to deal with borrowing.

In all the Australian States borrowing has hitherto
heen ireely practised to defray the cost of works of a
developrental nature, or of undertakings of a permanent
character wiich could not be financed from revenue.
Where such works involve an expenditure in excess of
£20,000 & special inquiry is conducted by the Parliament-
ary Public Works Committee to ascertain their desir-
ability. If Parliament is satisfied, a special Act of Parlia-
ment is passed authorizing the construction of the work
from loan funds. But in addition to these, there are
other works which are financed from funds raised under
the authority of general loan Acts. So large does this
expenditure bulk, that Parliament requires that loan
estimates shall be prepared and presented to it annually.

Until the Budget Committee made its investigations, it
had been the practice to submit estimates which indi-
cated the amount which was then required for certain
works, but they did not indicate precisely how much
the Government proposed to spend from loan moneys
during the year. It was therefare impossible for Parlia-
ment to exercise any eflective control over the amount
of loan expenditure, because it could not tell from the
figurcs submitted to it whether the various works were
costing more or less than had been originally antici-
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pated, how much had already been spent, and how much
would still be required to complete them. Tn the new
form of loan estimates this and other information is
given, which should have the effect of affording a more
intelligent appreciation of the trend of loan policy.
When DParliament approves the loan estimates, its
decisions are embodied in a loan Act, which in addition
to authorizing borrowing to meet the anticipated expend-
iture, specifies the actual works upen which the money is
to be spent.

Such, in very brief outline, is a description of the man-
ner in which the Estimates of receipts and expenditure
are prepared. But as any system is worth just what its
administration is worth, the question at once arises:
“How far does our system ensure that no items are
included which cannot be justified, or on the other hand
that no items are omitted which are essential to pro-
viding the most efficient service to the taxpayer?®”

It is clear that the net result of the reforms which have
been introduced by the Budget Committee in the pre-
paration of the Estimates and in the system of account
keeping is that the accounts are morce intelligible to Par-
liament and the public than hitherte, and there is pos-
sible a more informed criticism of them. The committee
would be the last to suggest that there is nothing tnore
to be done. And its members would also admit that
while the improvement in the “form” of the Estimates
is very important for purposes of comparison, it is in
itself no guarantee of economy. By making the position
more obvious, it may incite departmental accounting
officers tg greater care of their finances. Parliamentary
criticistn is too uninformed to be an abiding spur to
economies, and accounting officers who disburse public
funds may indeed grow weary of continually asking
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whether money 1s heing well-spent.  Experience
points to the necessity of some specific authority.
The new practice of requiring departments to supply
the Treasury every month with a statement of com-
mitments already incurred, as well as of obliga-
tions in contemplation, implies the establishment of an
authority which can effectively examine and investigate
these statements, [f this is not done, then additional
work has been thrown upon the departments to no
purpose.

It may help us in our approach to this problem if we
inquire how it has been faced eisewhere. In England the
Treasury is organized into three sections, Finance, Sup-
plv Services, and Establishment, cach under a controller.
The Controllers of Finance and of Supply have charge of
the estimates of all the spending departmeats, including
the War Office, Admiralty, Home Office, Colonial Office
and so on. The Controller of FEstablishment deals with
persounel and his consent must be obtained before any
changes are made either in numbers or remuneration.
Between them they subject all departmental proposals for
inclusion in the Lstimates to a rigid serutiny, and their
approval must be obtained to any increases in expend-
iture. Their actual power is verv real, for they have
a large and highly skilled staff to conduct any investiga-
tions which are necessary. Only larger issues of policy
are taken from them to the Chancellor of the Exchequer,
or to the Cabinet. 1t ts often complained that the control
exercised by these officials at the Treasury is too rigid,
but it can at least he said that the system ensures that
cach new item must justify itself hefore an expert
external authority before it is included in the Estimates.*

* Sesa R. G. Hawtrey“; Tha }?ci;;;&é(ﬂ'd}he (‘,‘Bﬁtrol of E;pGJ{dT-
ture, Oxford Trniversity Press, 1921, p, 27,
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In the United States the looseness of departmental
organization and the absence of ministerial responsibility,
as we know it, demanded different measuares. In 1921
there was established a Bureau of the Budget under the
control of a director. This officer is the personal assist-
ant of the President. Fe has a large and expert staff,
members of which are allocated to each department io
scrutinize not merely what is to be included m the
Estimates but also the manner in which the appropri-
ations voted by Congress are expended. The Bureau
ensures that the wishes of the President are carried out
and has been instrumental in securing notable economies
in public expenditure.*

In comparison with these methods, our Treasury is
very poorly equipped. It has its officers who collate the
Estimates, but it has no provision for conducting the
special investigations essential to a proper checking of
the departmental proposals. In respect of organization.
and staffing its powers are very restricted, In fact,
these tnatters are divided between the Public Service
Board, various quasi-autonomous Commissions, and the
Arbitration Court. But the jurisdiction of the Public
Service Board is limited to a section of the public service
only. In respect of this section it controls organization,
recruitment, and augmenting of staffs, and it shares with
the Arbitration Court the fixing of remuneration of
officers, The quasi-autonomous Commissions enjoy a
similar power. Ministerial approval must. however. he
obtained to the creation of new positions. But neither
the Board nor the Commissions is necessarily consulted
when a new organtzation is proposed.

* Sge W. F. Wilinughhy’s The Natéional Rudnet System, Johns
Hoplking Press, and the Ecenomic Record, Macmillan, November 1930,
p. 205.
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It is, indeed, unfortunate both for the taxpayer and the
public service that, for political purposes, every pretext is
seized to place new administrative units outside the
authority and control of the Public Service Board. Yet
1t is the peculiar justification of the Public Service Board
that it is the agency which can deal with organization,
stafing, and remuneration in an atmosphere free from
the influences of politics. And it is a matter for comment
that the Treasury does not utilize the services of the
Board’s inspectors for examining the Estimates before
they are submitted to the Treasurer and the Cabinet.

In any consideration of staffing and remuneration we
must not torget the existence of the Arbitration Court.
This agency deals with the remuneration of all officers in
receipt of salaries of £750 per annum and under. This is
not the place to discuss the suitability of the Court for
this function; but it cannot be denied that the incidence
of its decisions with regard to remuneration falls heavily
upon the taxpayer, and that new awards may upset all
the calculations oi the Treasury and the departments in
respect of staff costs.*

TFinally there is the Auditor General who with his staff
of inspectors is busily engaged throughout the year
examining the accounts and noting the methods of
organization employed hy the departments. It is true
that his work is mainly ex post facto; but in the course
of his examinations, the Auditor General must become
possessed of much material which would be invaluable to
the Treasury in its consideration of the Estimates. But
here again, as in the case of the inspectors of the Public
Service Board, the knowledge is left unused.

* On this question see my Shadows end Realities of Government,
1923, chapter wv.
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It is impossible to escape the conclusion that both in
the work of deciding what should be inciuded in the
Estimates and of seeing that money voted by Parliament
Is cffectively spent, our Treasury is seriously handi-
capped. In the result, the taxpayer inevitably suffers.
After a careful consideration of our existing agencies,
and of the methods adopted in England and the United
States, it is submitted that our Public Service Board
system might be extended and its organization used by
the Treasury for the duties mentioned above. Already it
discharges for a considerable section of the Public Ser-
vice, the work of a Bureau of General Administration.
These duties might be extended to cover the organization
and staffing of the various Commissions as the establish-
ment section of the Treasury and the Civil Service Com-
mission do for all government agencies in England. And
to make its authority paramount, there should he a
statutory provision requiring the government to furnish
the Legislature with a statement from the Public Service
Board containing its recommendations upon the kind of
administrative organization necessary for each new unit,
and a certificate that there is no existing agency capable
of taking over the proposed activities. A similar pro-
vision is also essential with regard to all staff appoint-
ments, Until we cease paying political debts with
administrative appointments we shall continue to be
over-burdened with unnecessary agencies and superfluous
officials.

An essential condition of the effectiveness of such a
Board is the earnest co-operation of the departments.
The Board will not supplant the departments in the work
of administration ; rather will it suggest, exhort, criticize,
and restrain. But in the course of its work of organ-
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ization, it will inevitably meet the problem of ministerial
responsibility. Too often departments now hamper the
Board in its efforts at reform by covering their own
prejudices with the cloak of the minister's authority.

We need a clearer understanding of the scope of the
convention of ministerial responsibility. If democratic
government is 10 become efficient we must relinquish the
fiction that a Minister becomes an administrator by the
mere process of election. It cannot be too strongly
emphasized that a Minister’s authority should be limited
to directing whether or not a particular policy ought to
be pursued. The type of crganization necessary to give
effect to that policy, or the kind of official to be entrusted
with its administration, are matters on which he has no
special cumpetence to express an opinion. If any con-
trofiing ageucy is to be successful, its |decisions on
organization and staffing must be accepted, just as are
those of the judiciary in matters of law.

There is still another direction in which this ageney
might be used. In dealing with the loan estimates we
noticed the existence of the Parliamentary Public Works
Committee. When this committee was first constituted,
it was expected that it would be a quasi-judicial body to
safeguard Parliament against embarking upon unwise
public works. In practice this is not achieved, for politics
enter too much inte its decisions. The kind of investi-
gation needed is different from that now undertaken. It
must be expert, and detached. And it should not be
limsted merely to works costing more than £20,000. 1f,
as seems likely, loan money will be restricted in amount
for many vears to come, we want to be assured that any
expenditure is justified both as regards the project to be
undertaken, and the return to be secured. The consider-
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ation of loan estimates has been amongst the most
perfunctory of parliameniary activities.

In piace of the Public Works Committee composed of
political representatives, there should be an expert
authority. The passibilities as well as the immediate
value of such an authority may be appreciated hy a
consideration of the results achieved by the recently
disbanded Development and Migration Commission.
Parliament would, of course, have the final decision upon
any proposed work, but in making that decision it should
have hefore it the same kind of information that any
board of directors would inusist upon having before they
sanctioned the expediture of shareholders’ money. Too
often Parliament indifferently votes loan money, and
after it has been lost, institutes inquiries to ascertain
why it was spent.



CHAPTER III

WHAT PARLIAMENT DOES AND HOW 1T DOES IT

WhEN the departments and the Treasury have agreed
upen the estimates of receipts and expenditure for the
next Anancial year, they are printed at the Government
Printing Office, and kept confidential until the Treasurer
is ready to submit them to Parliament., Every care is
taken to keep the Estimates and Budget proposals secret,
for many taxpayers would give much to know what was
in store for them. Like the Treasurer, they careiully
examine the condition of the community and the pro-
spects of the Government, and sometimes thev attempt
to forestall taxation proposals. This aaticipation is
more acute where tanff alterations are suspected,
than with other taxes. New South Wales has no
power to impose customs and excise duties, which are
exclusively a function of the Federal Government under
the Commonwealth Constitution. Nevertheless, men
engaged in business and commerce closely watch the
Budget proposals, for they know that the weight of tax-
ation may make it impossible for them to compete with
their rivals in other States. Indeed all citizens ought to
be keenly interested, hecause any increase in what the
government takes for its purposes leaves them with that
much less for their own affairs.

We have already scen that we must go to Parliament
with our Estimates, for under our Constitution no offi-
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cial may collect any money irom any taxpayer, or spend
any money upon any service, unless he has parhiamentary
sanction, It is the object of this chapter to follow the
methods by which that sanction is obtained.

When the Estimates leave the quiet contemplation of
the Treasury officials and reach the [.egislative As-
sembly they experience many strange vicissitudes before
they finally return to the Treasury clothed with the
authority of appropriation and taxation Acts, A rea-
listic picture of the way in which this metamorphosis is
effected would take too much space. The public gallery
in the House is the best place for the reader to form
impressions. He will notice that “His Majesty’s” OUppo-
sition is always seriously solicitous for the taxpayes,
alleging that gravely injurious results will surely follow
public consumption of such badly prepared material. The
Government on the other hand heroically determines to
stand or fall by what it has done, and contends that the
comtnunity will thrive ander its treatment. And so
warnings and puarantees are given with varying degrees
of assurance as these confident diagnosticians examine
the body politic.

Under the driving force of the modern political party
machine, a government supported by a majority wili find
that approval of its policy is almest entirely a iormal
matter, Where the majority iz small, or i1s split by
factional intrigue, the Government has to walk warily
with its proposals. This is when the principle of Parlia-
mentary control of the purse tends to become a reality.
And it is rightly regarded as the bulwark of the system of
popular government. For if a government could oltain
money without consulting Parliament, and if it could
spend that money upon any projects it fancied without
having to render an account of its actions, then the

D
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system of popular government would be displaced by
a despotism.

The finances of the Government are dealt with from
year to year. Every year is quite self-contained; though,
as governments find to their cost, the sins of the past
arise 1o circumscribe the efforts of the present in no un-
certain way. The period of time covered by the ac-
counts is not the calendar year, but a specific period
which is called “the financial year.” That year com-
mences on the Ist of July, and to carry on the services of
the State for this new year, the government has to obtain
fresh funds. It is this necessity which affords the
sanction for the provisions in the constitution requiring
a Session of Parliament to be held at least once a year.
Under the Andit Act, 1902, Sec. 32, any money in the
hands of the departments not spent at the 3oth June
reverts to the Treasury: to spend it upon the services of
the new year requires a new parliamentary sanction.

[t ts quite unusuai for Parliament to pass the Appro-
priation Act authorizing expenditure by the commence-
ment of the financial year, and yet, of course, the Trea-
sury must have money to carry on. Accordingly the
Treasurer is empowered by the Audit Act to continue
paying for existing services in anticipation of the Act
being passed. DBut that permission is limited to a period
of three months {Sec. 33), and payments must be at the
rate which was authorized for similar services in the
corresponding period of the previous year. If when the
Appropriation Act is passed the rates of expenditure are
reduced, then the payments under the authority of Sec. 33
miust not exceed the lower rate.

The first business therefore of the Government ought
to be to consider its financial plan. And it would be a
mark of wise management of the public finances if that
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plan were presented to Parliament early in the financial
year. But we have become very lax. It is not unusual
for a considerable portion of the year to have elapsed
before Parliament receives the financial statement. This
has grave repercussions upon the community and the
public service. Where government activities assume the
importance they do in this State, much irritation and
confusion are caused by the uncertainty of government
policy. Whether further maney will he provided for the
completion of works and ratlways which have been com-
menced is of vital interest to business people in the
locality *

The administrative officials 1n the public service are
also handicapped. TUntil the financial policy has been
determined they are unable to make the arrangements
for the various services projected; and if at a later date
provision i1s made, then the fact that appropriations lapse
at the end of the year often causes activities to he pushed
ahead with such feverishness as to involve grave waste
because of the inability to secure proper supervision of
methods, At the same time to estimate receipts and
expenditure far ahead 1s very difficult. A bad winter
may completely alter the prospects of the next harvest,
and thus the taxable capacity of the citizens, Again
members of Parliament like to have in their hands the
report of the Auditor-General upon the previous year’s
accounts so that they may be the better able to criticize
the financial proposals for the current year. This re-
port cannot be ready till towards the end of September,
and this furnishes the Government with another excuse
for delaying its financial plan.

If the Appropriation Act is not passed within three

* Cf. the effect of the closing down of the Naval College at Jervis
Bay upon the business community in Nowra and surrounding district,
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months of the commencement of the new financial year
the Government has no legal authority for expenditure.
Accordingly it has to go to Parthament for what is called
“Supply,” that 1s, for a vote on account of the services.
This supply is usually for month to month until the
Appropriation’ Act iz passed; although if there are
unusual cirenmstances, supply may be sought for such
a period as the government considers sufficient to
enahle it to mature its financial policy. I this respect
the procedure in New South Wales is very different from
that i England, where, by financial resolutions passed
lung age by the House of Commons, and by its Standing
Orders, a fixed schedule is laid down with regard to the
time by which the budget speech shall be delivered, and
the various linancial measures dealt with. There 1s much
need for similar action in this State, for the piecemeal
consideration by Parliament of the expenditure of the
Government makes it almost impossible to exert pressure
in the interests of economical administration,

There 1s yet another contingency to be considered.
Under the Constitution, members of the Legisiative As-
sembly are elected for three vears. That is the ordinary
durativn of Parliament, though, of course, it may be dis-
solved sooner by the Governor. It sometimes happens,
as in 1930, that one Parliament expires before provision
is made for Supply, or before the annual Appropriation
Act is passed.  In these circumstances also there is no
legal authority for making any payments on bLehalf of
the Government, except, of course, those which are in
the nature of permancot appropriations. Nevertheless it
has become the practice for the Government to continue
the ordinary services, and at a later date, to obtain from
Parliament an Act of Indemnity, indemnifying the Trea-
surer and public officials against personal liability for
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having spent money without authority. But this practice
is much to be deprecated. Not only is it a violation
oi the principle of priar sanction by Parliament to ex-
penditure, but it tends to weaken respect for constitu-
tional safeguards.

Let us now turn to the special procedure which Par-
liament has instituted to enable it to deal with the
financial proposals of the government, In ordinary ses-
sion the House is presided over by the Spesker in wig
and gown, and debate and procedure are studiously
formal. Such an atmosphere is unsuitable for the dis-
cussion and scrutinv of reasons for raising money and
ways of spending 1. If cach member were allowed to
speak once only, he could not readily elicit 2l the in-
tormation he desired, nor criticize the items before the
House. Accordingly the House abandons its formal
methods and assumes the role of a committce, The
Speaker is replaced by a Chairman of Committees who is
elected by the members from among their number at the
beginning of the first session of everv Parliament. He
presides over the committees, not in the Speaker's raised
chair, but at a table on the floor of the House, below
the Speaker’s chair.

The financial proposals are dealt with by two special
committees—that of Supply, and that of Ways and
Means. Each of these committees comprises all the
members of the Assembly; ie, it is a Committee of the
whole House, and not as the term implies, only a part
of the House. In the Committee of Supply, the details
of the Government’s proposals to spend monev are con-
sidered, and resolutions are adnpted covering the supply
of money needed for that expenditure.  Accordingly it
is in this committee that the Estimates are debated. In
the Committee of Ways and Means, the sources from
which the Government proposes to provide the money
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are decided, i.e., from Consoclidated Revenue Fund, Loan
Fund, or other funds. It is in this commitiee that the
budget speech is delivered, and in which Supply Bills,
Appropriation Bills, and taxation Bills are first discussed.

As these committees represent the traditional machin-
ery we have adopted from the House of Commons, it
may be interesting to notice how our system works; for
of course it has been found desirable to modify sowme of
the practices to meet our local circumstances.

Every new session of Parliament is opened with the
Governot's Speech, which outlines the mtentions and ex-
pectations of the Government, The speech is a short
statement prepared by ministers and read to both Houses
who meet together as one body for the occasion. In
cach House, the first business taken is the Address in
reply thanking the Governor for his speech. This oc-
casion is always setzed upon by the Opposition to voice
its disapproval of the Government’s policy, and is highly
valued by members, especially those members newly
elected, for 1t enables them to make their debut to the
public. The Address in reply having been adopted by
the Assembly and on its behalf loyally and dutifully
presented to the Governor by the Speaker, accompanied
by the mover and seconder and hon. members, the
Grovernment scttles down to its legislative programme.
But it has to prepare the way for its financial measuores
to e discussed by the House, and accordingly one of its
first acts is to move for the Committees of Supply and
Ways and Means to be set up. This 1s done by a motion
Ixv the Premier or Treasurer that the House will on its
next sitting day, resolve itself into the Committee of
Supply, or Committee of Wayvs and Means. This is
put on the business paper of the House, and when it
desires to proceed with the motion, the Order of the
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Day is read by the Clerk of the House, and the motion
“that the Speaker do now leave the chair and the House
resolve itself into Committee of Supply” is moved by the
Premier or the Treasurer. If approved, the Iouse there-
upon goes mmto committee,

The formal procedure which we have outlined, may,
however, be interrupted. It is done by a member moving
an intercepting motion, provided he obtains the leave of
the House. The purpose of such a motion is to obstruet
the government, and prevent it proceeding with its own
business. If leave is given, and it will only be given if
the member is able to obtain sufficient suppert from the
government benches, then the motion takes precedence
over the motion of the Premier that the House resolve
itself into committee. The practice of an intercepting
motion is now unusual, but it represents tn New South
Wales the survival of the ancient claim to air grievances
before the House proceeds to deal with supply.

Ordinarily, however, the motion to set up the com-
mittee is taken without interception and without debate.
On this, the first occasion for the setting up of the com-
mittee, the motion is that the Speaker do new leave the
Chair and the House resolve itself into the Committee of
Supply. Thereafter, for the rest of the Session the busi-
ness paper contains the items “Supply—Resumption of
Committee” and “Ways and Means—Resumption of
Committee,” and whenever it is necessary to go into
committee the Speaker leaves the Chair without any
motion or debate, and the Chairman of Committees takes
the Chair,

For purposes of simplicity, we will assume that the
Government is ready with its financial statement, and
that it wishes to have it considered immediately. We
have already seen that no financial measure may be
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introduced to the House for its consideration unless it
is heralded by a message from the Governor. This is in
accordance with Sec. 46 of the Constitution Act rgoz.
The message is of course prepared for the Governor by
the minister in charge of the measure and is purely for-
mal. At the same time it serves two purposes. It goes
to the essence of ministerial responsibility for policy, and
it serves to draw special attention to what is being pro-
posed. In the case which we are now considering the
message of the Governor is accompanied by the several
Estimates of Expenditure. It is delivered to the House
by the Treasurer, read by the Speaker, and ordered to be
printed together with the accompanying Estimates and
referred to the Committee of Supply. Following the
receipt of the message the Order of the Day is read by
the Clerk of the House, viz.:—"“Supply—Resumption of
Committee.”

Thereupon the Speaker leaves the Chair and the House
goes into Committee of Supply, when a resolution is pre-
sented to the committee covering some item from the
Estimates of a non-contentious character for which ex-
penditure has to bhe met. Such an item is found in the
permanent appropriations in the Constitution Act. A
resolution is therefore moved as follows :—

RezoLvep :—That there be pranted to His Majesty a sum not
exceeding £ as supplement to the schedules of the Constitu-
t'on Act for the vear .

This may be debhated but usnally is not, as members
arc anxious to clear the way for the Budget speech. On
the resolution heing agreed to the Speaker resumes the
Chair. The Chairman of Committee reports progress.
He also reports that the committee has come to a reso-
lution which is read, and on the motion of the Minister in
Charge of the House the resolution is agreed to.
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The House has now to find the money the spending
of which it has approved when it adopted the resolution
passed by the Committce of Supply. To do this the
Speaker is again moved out of the Chair and the House
resolves itself into a Committee of Ways and Means.
It is now that the Treasurer makes his financial state-
ment or budget speech and he prefaces it by moving
a resolution “that towards making good the supply
granted to His Majesty during the present session a sum
not exceeding #——— he" raised. Memhers have already
received copies of the Estimates. It is usual also for the
statement which contains the material of the budget
speech to be printed and distributed to members, Fre-
quently also there are provided a number of financial
tables which have reference to the general condition of
trade and industry, the position of the national debt, and
so forth. The rules of the House preclude any speech
being read, but, with the indulgence of the House, an
exception iz sometimes made in the case of the Budget
speech, because of the necessity of precision*®

The speech announces and explains what the Govern-
ment proposes to do, either in the way of increasing or
reducing taxation, of increasing or curtailing services, of
pursaing a developmental policy, of meeting maturing
debts or obligations, and so on. A forecast is also given
of the new financial measures, if any, which will be
necessary to carry out the programme of the Govern-
ment.

Upon the speech having been delivered the debate is
adjourned to enable members to familiarize themselves
with its principles. Accordingly the Chairman oi Com-
mittees is moved out of the chair, and reports progress

* The reading of speeches bas been apecially prohibited by the House
of Commons as it has been found Lo be destructive of debate,
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to the House, the Speaker having resumed the Chair.
Upon a subsequent day the debate upon the budget
speech is resumed and continues from time to time on
the Order of the Day for its consideration being read.
The debate is usually a long and often irrelevant discus-
sion of the general policy of the government. It pro-
ceeds until the eloquence of members flags or the patience
of the Government is exhausted, whichever happens first,
and it concludes with the adaption of the resolution
moved at the opening of the budget speech.

The way is then clear for the further consideration of
the Estimates by the House in Committee of Supply.
The Government usually allots a specified time for their
consideration. In this case the Premier intimates to the
Speaker, the Chairman of Committees, and the party
leaders that the Government has resolved that the debate
on a particular section of the Estimates shall be con-
cluded by a specified time. When that time arrives, or
at a later hour in the same sitting, the closure is moved
and in this case the motion that the question be now put
terminates the discussion of all the matters included in
the intimation of the Leader of the House. This pro-
cedure is sanctioned under Standing Order 1753 and
is known as the guillotine. If the Government does not
adopt this plan of curtailing discussion it may restrict
it under Standing Order 175 by applying the closure at
any time on any section under disecussion by simply
moving that the question be now put.

Each group of items in the Estimates is taken in the
form of a resolution usually moved by the minister of
the department concerned, as, for example, “Resolved,—
That there be granted to His Majesty the sum not ex-
ceeding f for Colonial Secretary for the year 7
The Colonial Secretary makes an explanation to the
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Committee of the features of his Estimates. He answers
questions and the members discuss the items. When
each vote has been discussed, and the resolutions agreed
to by the committee, the Speaker resumes the Chair and
the Chairman of Committees reports progress as well as
the fact that the committee have come to certain resolu-
tions which are duly reported. A motion is made by the
minister responsible that the resolutions he agreed to.
In theory there might now be a further opportunity for
debate, but since the only ground for discussion is that
the resolutions should be recommitted, in practice there

is no debate and the resolutions are agreed to by the
House.

The resolutions cover each of the various items shown
in the Estimates, and it is now the business of the
House to find ways and means for meeting the supply
already granted. Accordingly the House goes into Ways
and Means on the Order of the Day having been read
by the Clerk of the House. In Committee of Ways and
Means are moved the several Resolutions covering the
total sums to be granted from the various funds, from
which the expenditure is to be made. The Committee
of Ways and Means cannot debate what has already been
decided in Supply, and cannot amend the resolutions in
any way. The putting of the resolutions is purely a
formal matter. When passed by the committee, the
resolutions are reported to the House by the Chairman
of Committees and agreed to. A typical resolution taken
from the business paper for 1928-g is:—

{1) Resoivep:—That towards making good the Supply granted
to His Majesty,—

(@) For the Service of the financial year 1928-g, the sum of

{.716,368,826 be granted cut of the Consolidated Revenue
urd.
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() In adjustment of the Vote “Advance to Treasurer,”
1027-28, for services oi the financial year 1927-28, the sum
of £67,382 rzs. 7d. be granted out of the Consolidated
Reyenue Fund.

(¢Y For Services of the financial yvear 1927-28, “Unauthor-
ized in Suspense,” the sum of £170,018 25. 4d. be granted
out of the Consolidated Revenue Fund.

(2) Resorvep:—That towards making good the Supply granted
ta His Majesty far the Services of the financial vear 1928-29,
the sum of £18,880,276 be granted out oi the Railways and
Tramways Fund.

(3) Resorvep:—That towards making good the Supply granted
to His Majesty for the Services of the financial vear 1928-29,
the sum of £370.627 be granted out of the Sydncy Harbour
Trust Fund.

These resclutions which have heen passed by the
Committee of Ways and Means and adopted by the
House have not the force of law, and it is necessary
therefore to embody them in an Appropriation Bill. In
this case it is not necessary to have a message from the
Governor, as the message recommending the Estimates
covers the Bill. The Treasurer simply moves, “that a
3ill he brought in, founded on Resolutions of Ways and
Means (Nos. 1 and 3) to appropriate and apply out of”
the various funds certain sums “to make good the sup-
plies granted for the Services of the vear 1928-20.” Leave
being given to introduce the Bill, it is then presented
and the title read by the Clerk of the House. The title
recites the general purposes of the Billl The reading
of the title constitutes the first reading of the Bill, and
the secand and third reading are usually carried through
at that sitting by a suspension of Standing Orders®

It would be possible for the House ta debate the
Appropriation Bill, although its principles have already

* Nnte that supply Bills go through a similar procedurn te appro-
priation Bills, ie. debate in Committee of Supply. consideration in
Committes of Ways and Means, approval to introduce the Bill, and
consideration in the House,
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been discussed during the debate upon the budget speech,
white in Committee of Supply, the various items of ex-
penditure and the policy implied by those sums have
also been considered. But in practice there is no further
debate, for it would have to be limited to the guestion
why it should not be passed. The reason for this 1s that
there is a long series of decisions by Speakers and Chair-
men of Committees in the New South Wales Legislative
Assembly which clearly establish the fact that the Appro-
priation Bill cannot be altered in any way either by the
House or in Committee of Ways and Means, In this
respect it is treated differently from every other Bill ex-
cept Supply Bills. The reason 1s that the Appropriation
Bill simply embodies decisions already arrived at by the
House in Committee of Supply. Having already re-
solved that certain sums shall be granted, the House in
another form cannot then resolve that those sums shall
not be granted. The passing of the Appropriation Act,
is simply a formal matter. All that the House can do
with an Appropriation Bill is to pass it exactly as it
stands, or entirely reject it. The latter contingency is
guite unlikely unless the Government’'s majority deserts
it suddenly. Although many authorities think that this
procedure of embodying the resolutions in an Appropria-
tion Bill might be dispensed with, the House has to go
through the iormality of taking the first reading, second
reading, ccmmittee stage, and third reading, i order that
the Appropriation Bill may subsequently become an Act
authorizing the several departments to spend money
during the financial year. As soon as the third reading
is carried, the Bill is sent to the Legislative Council with
a message stating that “the Legislative Assembly having
this day passed a Bill intituled ‘an Act to appropriate
and apply out oi the Consolidated Revenue Fund,”.....
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presents the same to the Legislative Council for its
concurrence.”

Although the Legislative Council takes the Appropria-
tion Bill through all the stages of three readings and com-
mittee consideration, it is by well-established practice
denied any right of amendment, and can only pass or
reject the measure. In England the relations between
the two Houses of Parliament were defined by the Par-
liament Act 1911, but in this State, although the Con-
stitution provides that money bills shall originate in the
Legislative Assembly, the relations are governed by the
traditions which developed in England prior to the pass-
ing of the Parliament Act. Until the House of Lords
challenged those traditions it was considered that the
Lords could not amend money bills so as to alter
“whether by increase or reduction, the amount of a rate
or a charge—its duration—mode of assessment, levy, col-
lection, appropriation, or maunagement—or the persons
who pay, receive, manage, or control it-—or the limits
within which it is leviable,”

In New South Wales the relations between the As-
sembly and Council are governed by these principles.
Accordingly the Council usually concurs in the Appro-
priatien Bill, and returns it to the Assembly with a mes-
sage from the President of the Council as follows:—

“Mgr SrEaRsr: The Legislative Council having this day agreed to

the Bill intituled "An Act to appropriate and apply out of the
Consolidated Revenue Fund of New South Wales' certain sums
. . . . returns the same to the Legislative Assembly without
amendment.”
The Bill is then presented to the Governor for the Royal
assent. When the Governor gives it, he sends a message
to the Speaker which is reported to the House stating
that “in the name of His Majesty” he has “assented to
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the said Bill, and has this day transmitted it to the
Legislative Council, to be numbered and forwarded to
the proper ofhcer for enrolment, i the manner required
by law.” Whereupon the public servants heave a sigh
of reliei, prepare their vouchers for any "back” pay
which i1s due to them, and settle down to spend the rest
of the money on the services which have been specified
in the Appropriation Act,

For sunplicity in exposition, it will be remembered
that we assumed that the Government was rcady at the
beginning of the Session to present to the House its
inancial statement and its Estimates. That of course
is most unusual, Ordinarily the Government proceeds
with its general legislative programme, and brings down
its Budget later, But if its programme entails finding
more money than had been raised in the previous year,
the Government may decide to bring in some of its
taxation measures before it makes its budget state-
ment 1n order that it may have authority to collect extra
funds as scon as possible. For taxation measures are
very seldom made retrospective in operation beyond, of
course, the beginning of the financial year. Here is
where the advantage of having set up the Committee
of Ways and Means at the beginning of the Session comes
in, for the particolar taxation measure which the Govern-
ment wishes to push through early must follow a pro-
cedure similar to that already described.

Thus the minister brings or sends to the Clerk of the
House a message from the Governor describing the
particular taxation measure to be considered. This is
read to the House by the Speaker, whereupon the mini-
ster in charge of the measure moves that the message
be referred to the Committee of Ways and Means, 1,
Committee of Ways and Means the minister moves the
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resolution contained in the message, and gives an ex-
planation of the measure. This is debated, and when
agreed to, 1s reported to the House. The minister
moves that the report be agreed to, and then obtains per-
mission to bring in a Bill founded on the resolution
already agreed to by the House. Thereafter the Bill
proceeds through the various stages of first reading,
second reading, committee stage, and third reading in
each Itouse. 'This is the procedure that is followed with
all measures which involve the imposition of any charge
upon the public. They must be first discussed m Ways
and Means before they can be considered by the House.

The elzborate procedure which we have detailed at
some length has been described for the purpose of
showing exactly how Parliament deals with the financial
policy of the Government. Buf the question which per-
sistently recurs as we watch the procedure in the House,
15 whether any actual advantage accrues to the com-
munity from all the formal and informal courses which
the Estimates and budget proposals have to run. It is the
tashion to-day to scold Parliament for not doing things.
Oiten those who do not accurately comprehend its cap-
acity scold Parliament for not doing things which it is
incompetent to do.  Is it, or is it not competent to deal
with financial policy?

Whatever the opinions the average citizen holds in re-
gard to Parliament, he believes in its claim to control the
purse, If we are satished with formal authorization,
then this contention is justified. But when we watch
what happens, and appraise the results in the light of
the working of the Cabinet system and party politics we
shall be less satisfied. Is there room for complacency
when we are told by a House of Commaons Committee,
appointed as recently as 1918 to inquire into the manner
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in which expenditure was dealt with in England, that
“there has not been a single instance in the last twenty-
five years when the House of Commons, by its own direct
action, has reduced on financial grounds, any estimate
submitted to it . .. .. .. So far as the direct effective
control of proposals Tor expenditure are concerned, it
would be true to say that if the Estimates were ncver
presented, and the Committee of Supply never set up,
there would be no noticeable difference ?” This is equally
true in New South Wales.

We are far from contending that the formal procedure
in Parliament should be abandoned. But we should re-
member that many of these forms were devised in days
when popular control of expenditure was still an aspira-
tion. Then, too, the business of government was com-
paratively simple. To-day with the emergence of a rigid
party system, with the development of Cabinet dictator-
ship, and with the immense growth of public services,
the mere observance of traditional forms is insufficient.
They are blinding us to the danger of losing the very
substance of popular control of government, by which we
rightly set such store. Any reform must obvionsly take
account of these new factors; and we must admit that
it will be extremely difficult to devise any system which
will safely withstand the debilitating influences of intran-
sigeant party-ism.

Perhaps it will help us to see the situation in proper
perspective if we remind ourselves what Parliament is
supposed to do in regard to public expenditure, and what
the present system secures. In the first place, it has to
review the whole financial situation of the community,
and to decide whether the policy which the government
proposes is suitable. Secondly, it has to decide how
much it can aford to spend upon the several services of
E
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the State and to pass the taxation measures which will
raise the funds necessary to sustain them. And thirdly,
it has to examine the Estimates of receipts and expendi-
ture submitted to it, to see whether they accord with the
policy enunciated, and whether they do not entail an
expenditure greater than the community can afford.

Let us see what is involved in these things. In the
first place the effectiveness of any consideration of the
financial situation and of the policy of the Government
m the light of those conditions depends upon several
things.

{a) Fhere must he a definite policy upon which the
Government is prepared to stake its existence. Cabinet
government is impossible if every minister has in-
dependent views upon what should be done, and directs
the affairs of his particular department without regard
to the incidence of that policy upon the financial situa-
tion as a whole.

(k) That policy must be presented to Parliament
for its cansideration at the earliest opportunity. It is
impossible for Parliament to have any cffective con-
tral over finance #f the proposals of the government
are not presented to it till a considerable portion of
the financial year to which they apply has expired.
There should be statutory provision that the budget
sprech must be delivered befere the expiry of the third
month of the new financial year. In the United States
the budget propozals are finalized by Parbament long
befare the financial vear commences. While that
might he dithcult in our case, there is no justification
for our present laxity.

{c) To make this policy effective there should be a
prahihition against the spending of money on new ser-
vices without prior parliamentary sanction, In other
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words we should revert to the system of Supple-

mentary Estimates to cover expenditure which was

unioreseen when the original estimates were submitted.

To continue our present system of spending first and

obtaining approval afterwards simply destroys, or at

least discredits, Parliament’s claim to control the purse.
(d) Finally the accounts which are presented to

Parliament should be complete and intelligible. The

present form of the New South Wales Accounts is

much better than formerly, though there still remains
much which persistent investigation might improve,
as we shall attempt to show later.

With regard to the Estimates of Expenditure the pre-
sent system is satisfactory so far as the formal voting
of the money is concerned. In the first place, before any
expenditure can be considered it must be recommended
by the Governor. This ensures that special attention is
drawn to it, and prevents a private member or powerful
faction from springing a surprise upon the House.
Secondly, no member can move to increase the amount
of expenditure indicated in the Estimates. Even a mini-
ster cannot do this. If he wighes to alter the Estimates
by increasing them, then he must withdraw them anid
submit new estimates with a fresh message from the
Governor. At the same time it is open to a private
member to urge the minister to increase expenditure.
He can do this by the fiction of moving a motion to
reduce a particular item although the tenor of his remarks
is for an increase. In this way a private member can
test the feeling of the House, and if it is syvmpathetic
it may be taken as a dircetion ta the Minister that the
House wishes a larger expenditure than is budgeted for.
i the Government agreed, the Minister would there-
upon withdraw the estimate and submit a fresh one.
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It is open, of course, to any member to move for real
reductions, or for omissions of amounts. In practice
however, such a motion is seldom carried. In 1904 cer-
tain circumstances moved the Government to allow the
House to take charge of the Estimates of the Executive
Council and the Legislature, and to make such altera-
tions as it desired. But that is most unusual, and, in
general, the Estimates arc passed as submitted. In other
words, the onus of sponsoring expenditure proposals is
thrown upon the Cabinet, and this safeguards the con-
ventions of ministerial responsibility and popular govern-
ment, which in effect are two aspecis of the same ques-
tion: for, ii the House is dissatisfied with the ministry’s
preposals, it can reject them, This will probably involve
a change of Calinet, and it may mean a popular election
in which the people have an opportunity of expressing
their views upon the dispute.

When it adopts the various resolutions agreed to in
Supply, and afterwards passes the Appropriation Act,
Parliament decides the specific amounts which shall he
allocated to each service, and statutory provisions pro-
hibit anv variation in the spending of these amounts
without its attention bheing drawn to the matter. In
other days, Parliament was disinclined to concern itself
with the way in which the money it voted was spent.
It was keenly interested in preventing money being
raised without its consent, but the way in which it was
spent was held to be the function of the Executive. In
theory that position has been changed. Since 1848 in
England, and since the coming of responstble government
in this State, Parliament, by its scrutiny of detailed
estimates of expenditure, has decided how the money
shall be spent.

But what is equally important is whether or not all
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this action goes to the extent of securing that the public
services are efficiently administered at a reasonable cost.
To do this Parliament must have some machinery for
knowing precisely what cach department is doing. Can
it set up this machinery, and if it is set up. ought it to
be parliamentary in iorm, or ought we to look elsewhere?

We have seen that the preparation of the Istimates
is largely the work of the permanent officials who in-
carporate in their plans for spending and raising money,
the policy which has been determined hy the various
ministerial chiefs and approved by Cabinet. The Govern-
ment will usually take its party into its confidence and
get its approval before it incorporates its proposals in its
financial plan. This, in effect, removes to a secret meet-
ing the determinations which should be made hy
Parliament. But even if this were not done, it is highly
improbable that any of the rank and file of Parliament,
whether of government or opposition parties, will have
the same intimate knowledge of the requirements of the
departments as the permanent officials and ministers
have. We cannot expect Parliament therefore to be in
a position to offer much useful criticism of the details
of expenditure, or to know whether the departments are
economically administered. It ought to be aware of
tendencies and principles and these ought to he dehated.
Unfortunately these major questinns tend to he ohscured
hy the actual working of the party system. TFor if it
is sure of its majority the Government pays little heed
to any criticism. Members speak with the knowledge
that the Government will use its numbers to force its
proposals through the House. How can debate in =uch
circumstances be realistic? Its effectiveness is further
discounted by the frequent resort to the guillntine, under
which rule of procedure, all estimates or proposals which
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have not been debated when a predetermined time has
arrived, are put to the committec without debate. In
fact, it very seldom happens that all the Estimates are
debated, or that any are cffectively discussed.

In the light of these considerations, the canclusion is
inevitable that Parliamentaty procedure is much more
concerned with the form than with the substance of
finance. At the same time, any reforms must take ac-
comnt of the new complexity of government. of the
position of the Cabinet, and the rigidity and intransi-
geance of party politics. It would be interesting to tra-
verse the many suggestions which have been made by
publicists and political theorists 1 recent yeurs. But
they would require a volume in themselves. We must
conitent nurselves with some dogmatic statements which
the reacder can examine aiter further study of the grow-
ing literature upoun the subject.*

fn the first place, current political practices cloud the
distinction letween politics and administration.  The
necds of modern government demand for each a special
technique, but those practising in the school of poelitics
adinit no limitations upon their ability. Whether or not
taxation ought ta be levied, and the purposes uvpon which
it is to he spent 1s a matter for politics to determine.
The wav it is to be collected, and the manner in which
the spending 1= to be nrganizes is a matter of administra-
tion. It is true that Parlfament will be concerned with
the general principles of admiunistration, but its com-
petence should be restricted to approving the system

* The following works are suggested for further reading:—Higes:
The Fivancial System of (ke Upited Hingdom., Higes: Ficancial
Frform. Davenport: Parliament and 1he Taxpayer. Young: The
Spstem of Nolicmur! ¢inanee. Hawirey : The Erchequer and the Con-
reolt of Repreaditere, Vs Thre Finagnee of Gorernment,  Muir: How
Exalind ds tiocerned Willoushby o The Fiianciol Administration of
Greet Britain. Buck: Pubiic Budpcting.  Willoughby : The National
Brulget System.
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under which the administration shall function. For
example, it must not attempt to determine who shall fill
a particular office; but only that there shall be machin-
ery for selecting the most efficient incumbent. It should
not decide at what rates individuals shall he paid; but
only that there shall be an effective system for deciding
rates of remuneration. As long as the filling of offices
remains the sport of party politics, and the rates of pay of
public servants a means of buying votes, there can be no
proper demarcation between politics and administration.

Furthermore, the satisfactary working of the parha-
mentary system depends upon the relationship which
exists between the member of Parliament and his con-
stituents. A new relationship has been created in Aus-
tralia by the interposition of an agency which is
presuming to dictate how the member shall act. As a
result membership of Parliament is in danger oi being
confined to a type which is willing to surrender its
independence to a junta indifferent alike to the wishes
of member and constituents, Admittedly the working
of the party system demands the general allegiance of
members to broad principles, but when this ailegiance
1s strained to compel acceptance of the exact details in
which those principles shall be expressed, the member
becomes a mouthpiece of a clique and not a representa-
tive of his constituents.

These things condition the effectiveness of parliamen-
tary procedure, and are specially relevant to the problem
of finance. Some are matters of form and prezent no
great difficulty. Others go to the substance of parlia-
mentary government, and their full meaning has not vet
been realized. At the same time we must not forget
that the complexity of government operations itself de-
mands new machinery if parliamentary discussions are
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to command respect. We must therefore seek to relieve
Parliament of its present complete dependence upon the
Cabinet. Two devices suggest themselves. The first is
that Parliament should extend its present practice of
standing committees. It could most usefully apply to its
own methods the system which it has prescribed for the
handling of municipal affairs. In other words, each
major activity of government should have its appropriate
parliamentary standing committee, and, further, at the
deliberations of these committees and in the House, the
responsible officials should be present for consultation as
thev are in municipal council meetings. These methods
ensure the success of municipal administration, and there
is no reason to expect that they would fail in national
affairs,

The second is that Parliament should create a Bureau
of Administration to which it could look for independent
advice upon all problems of organization and finance.
Neither of these suggestions would, it is thought, affect
the cardinal principle of ministerial responsibilitv. But
with such machinery Parhament would be able to redress
the balance which has long been weighted against it in
its relations with the Executive, and in consequence it
might expect to make its control of the purse a reality.
Not only would its raising and voting of money be done
intelligently, but it would have at its command agencies
which might ensure that value was abtained for what
was spent,



APPENDIX TO CHAPTER III

Extract from the Votes and Proceedings of the Legislative Assembly

for z7th November, 1930, showing the course of a Supply Bill. The

procedure is similar m the case of an Appropriation Bill, omitting
‘ (4) Urgency.

3. sverry Bicn:—The following Message iram His Excellency the
Governor was delivered by Mr Lang and read by Mr
Speaker :(—

PHILIP GAME, Messaye No. 20.

Governor.

In accordance with the provisions contained in the
46th section of the Constitution Act, 1902, the Governor
recommends for the consideration of the Legislative Assembly
the expediency of making provision to meet the requisite
expenses in connection with a Bill to supply certain sums out
of the Consolidated Revenue Fund, the Government Raihways
and Tramways Fund, and the Sydney Harbour Trust Fund,
towards the Services of the year 1930-193%, and out of the
General Loan Account for Services to be hercaiter provided
for by Loan.

State Government House,
Syduey, 27th November, 1930,
Ordered to he teferred to the Commitice of Supply.
4. URGENCY—SUSPENSION oF STANDING DRDERS r—

(t} Mr Lang moved, That it is a matter of urgent necessity
that so much of the Standing Qrders be suspended as would
preclude the appointment forthwith of the Committees of
Supply and of Ways and Means, and the introduction and
passing through all its stages in one day of a Bill intituled,
“A Bill to apply certain sums out of the Consnlidated Revenue
Fund, the Government Railways and Tramwavs Fund. and
the Sydney Harbour Trust Fund, towards the Services of the
vear 1920-1031, and out of the General Loan Account for
Services to be hereafter provided for by loan.”

Question put and passed.



64 BUDGET CONTROL

(2) Mr Lang moved, That so much of the Standing Orders
be suspended as would preclude the appointment forthwith of
the Cammittecs of Supply and of Ways and Means, and the
introduction and passing through all its stages in one day
of a Bill, intituled “A Bill to apply certain sums out of the
Consolidated Revenue Fund, the (zovernment Railways and
Tramways Fund, and the Sydney Harbour Trust Fund,
towards the Services of the year 1930-1931, and out of the
General Loan Account for Services to be hereafter provided
for by loan.”

Question put and passed.

5. CommiTTEE oF SUpPPLY :—Mr Lang moved, That this House will,
at a later hour of the Day, resolve itself into the Committee
of Supply.

Question put and passed.

6. CoMMITIEE oF Wavs axo Means:—Mr Lang moved, That this
House will, at a later hour of the Dav. resolve itsell into
the Commitiee of Ways and Means.

Question put and passed.

7. Sueery (Supply Bill) :—The Order of the Dayv having heen read,
on motion of Mr Lang, Mr Speaker left the Chair, and the
House resolved itself into the Committee of Supply.

Mr Speaker resumed the Chair, and the Chairman reported
progress.

The Chairman also reported that the Committec had come
to a resolution, which was read, as follows:—

(1)} Resolved :—That there be granted to His Majesty :—

(a) A sum not excreeding £3,912,000, payable out of the
Consclidated Revenue Fund, being the sum of
£3.472.000 to defray the expenses of the various
Departments and Services of the State during the
months of December, January, February, and March
ar following month of the financial year ending 3oth
June, 1031, to be expended at the rates which have
been sanctioned for the fAnancial year ended 3oth
June, 1930, subject ta the rate of anv reduction that
may hereafter be made in the expenditure of the
year 1930-1931, and the sum of £460,000 (for services
as set forth in Schedule AY.

(B) A sum not exceeding £3.a00,000, payvable out of the
Government Railways and Tramways Fund to defray
the salaries, maintenance, and working expenses and
other expenses of the Government Railways during
the months of December, January, Fehruary., and
March or following month of the financial vear
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ending 3oth June, 1931, to be expended at the rates
which have been sanctioned for the financial year
ended oth Jume, 1030, subject to the rate oi any
reduction that may hereafter be made in the expendi-
ture of the year 1530-193I.

(¢) A sum not exceeding £134.800, payable out of the
Syduey Harbour Trust Fund to defray the salaries,
maintenance, and working expenses and other
expenses of the Sydney Harbour Trust during the
months of December, January, February, and March
or following month of the financial year ending 3joth
June, 1931, to be expended at the rates which have
been sanctioned for the financial year ended 3oth
June, 1930, subject to the rate of any reduction that
may hereafter be made in the expenditure of the
vear I1930-I03I.

(d) A sum not exceeding £2,192,440, payable out of the
General Loan Account in anticipation of Loan Votes
(for services as set forth in Schedule B).

On motion of Mr Lang, the resolution was agreed to.

8. Wavs axnp Meaxs:—The Order of the Day having been read, on
motion of Mr Lang, Mr Speaker left the Chair, and the
House resolved itself into the Committee of Ways and
Means.

Mr Speaker resumed the Chair, and the Chairman reported
progress.

The Chairman also reported that the Committee had come
to a resolution, which was rcad, as iollows \—

(1} Resolved :~That towards making good the Supply granted
to His Majesty {or the Services of the financial year 1o30-
1631, the sum of £13,248,240 be granted, viz :—£3,912,600 out
of the Consolidated Revenue Fund, £32.000,000 out of the
Government Railways and Tramways Fund, £134.800 out of
the Sydney Harhour Trust Fund, and £2,192,440 out of the
General Loan Account.

On motion of Mr Lang, the resolution was agreed to.

9. SCPPLY BriL:—

(1) Ordered, on motion of Mr Lang, that a Bill he brought
in, founded on Resolution of Wavs and Means (No. 1), to
apply certain sums out of the Consolidated Revenue Fund,
the Government Railways and Tramways Fund, and the
Sydney Harbour Trust Fued, towards the Services of the
year 1930-193%, and out of the General Loan Account for
Services to be hereafter provided for by Loan.
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(2) Mr Lang then presented a Bill, intituled “A4 Bill to apply
certain sums out of the Consoliduted Revenue Fund, the
Government Railways and Tramways Fund, and the Sydney
Horbowr Trust Fund, towards the Services of the vear 1930-
1931, and out of the General Loan Account for Services to
te hercofter provided for by Loan,”—which was read a first
time.

Ordered to be printed, and now read z second time,

(3) Bill read a second time,

Mr Speaker Jeit the Chair, and the House resclved itself into
a Committee of the Whole for the consideration of the Bill.
Mr Speaker resumed the Chair, and the Chairman reported
the Bill without amendment.

On motion of Mr Lang, the report was adopted.

(Ordered, That the Bill be now read a third time.

(4) Bill read a third time,

Bill sent to the Legislative Council, with the following
Message :—
MR PRESIDENT 1 —

The Legislative Assembly having this day passed a Bill,
mtituled “AAn et to apply certain sums ot of the Consolid-
ated Revenue Fund, the Government Reilways and Trammavs
Fund, and the Sxdwey Harbour Trust Fund. towards the
Services of the year 1939-1931. and ont of the Generel Loan
Account for Services to be hereafter provided for by loan)'—
presents the same to the Legislative Council for its concur-
rence.

Legislative Assembly Chamber,
Sydney, 27th November, 1930.



CHAPTER IV

HOW THE GOVERNMENT COLLECTS, KEEPS, AND
SPENDS ITS MONEY

WE have explained how the Government obtains the
approval of Parliament to its plan for spending meney,
as well as to its proposals for imposing taxes, rates, fees,
aud charges from the proceeds of which, and from cer-
tain other sources it will be able to meet that expenditure.
Parliament now passes out of our picture, until the
Government wants more money. Indeed it is usual for
the Government, as soon as it has got all it wants from
Parliament in the shape of appropriation Acts, loan Acts,
and taxation Acts, to give members a short holiday while
ministers and public servants busy themselves doing
what thev have heen given authority to do. For while
Parliament is sitting ministers find it a very great strain
to attend to their office work as well as their political
duties. The same thing applies to some of the more
important public servants who must be in attendance at
Parliament House to help Ministers while the House is
sitting.  This difficulty has been scriously aggravated
since Parliament has taken to “sitting” in the morning
and afternoon, instead of in the afterncon and evening.
Indeed it is a very moot question whether the community
as a whole will not lose much more than it gains by
sueh a development. Not only does it preclude members
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of Parliament from doing anything else, and so encour-
ages “professional” politicians whose livelihood is bound
up with their party, but it dislocates the administrative
duties of the permanent officials which means that the
public have to suffer.

Many pcople and not a few public servants, especially
those who have to prepare answers to the questions
which inquisitive members are repeatedly asking min-
isters, think it is a pity that Parliament does not have
longer holidays. Other people who are not so intimately
affected, think it would be a good thing if Parliament
was always in session so that i1t might keep a watchful
eye an the “New Despotism” which they suspect that
ministers and public servants are busy contriving,

Let us therefore concentrate in this chapter upon what
the political and permanent officials are doing with the
financial puwers which Patliatnent has given them. We
want to know whence the State's income is obtained,
how it is collected, and what is done with it. And
having watched the Treasury cash books filling up as
the various collections are noted in them, we want to
know how the money is chtained from the Treasurv to
pay interest, salaries and other ciaims which the State
has to meet; and what is done to ensure that it is not used
for any other purposes than were intended by Parliament.

If we turn to the papers which the Treasurer submits
to Parliament when he makes his budget speech, we shall
find that the State of New South Wales derives its
income from several sources, First of all it receives a
contihution  from the Commonwealth Government
towards payment of interest on the public debt under the
Financial Agreement (Ratification) Act, 1928 The
payment takes the place of the contributions which
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were formerly made under the State Grants Act
1927 which superseded the earlier Federal enact-
ments which uap to that time had governed the
amount which the Commonwealth Constitution and such
acts had provided should be paid to the States by the
Commonwealth. Ever since the ambitions of the Com-
monwecalth began to outstrip the income which the people
originally placed at its disposal, there has been growing
disquietude in State Treasury circles at what the Com-
monwealth was willing to contribute to the States as
compensation ior its monopoly of Customs and Excise
taxes. We shall look at the present position more fully
later,

Sccondly there are receipts from taxation., Here again
the incursion of the Commonwealth Government into the
field of direct taxation has seriously depleted the amount
available to the States. To-day the needs of the States
to carry on their social programmes tax the ingenuity of
State treasurers to find fresh sources of income for those
rapidly growing services. Indeed there are many who
think that the respective Federal and State Governments
have hetween them exhausted the field, and that breaking
poil has heen reached. For this there is some justifica-
tion. In the ten yvears Iollowing the war, Commonwealth
direct taxation increased by 72 per cent, that of New
South Wales by 198 per cent, and for all the States com-
bined there was an increase of 160 per cent.

Not only has the weight of taxation increased but the
range has been widened. Tncome tax is still the main
source of direct taxation for all the States, but the
Governments cannot get enough from that field.
Recently we have been familiarized with the wages tax
which has had the effect of bringing home to many
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electors what direct taxation means, and how heavy it
can be. Then there are stamp duties levied on com-
tercial instruments, and death duties on the estates of
persons whao leave property beyond the value of £1ooc.
The man who makes a bet with a bookmaker is taxed,
as well as the man who prefers the totalisator, and each
has to pay a tax to get on to the racecourse at all. If
I want to keep a pistol I must pay a license fee. And I
must also pay a fee to hawk articles for sale, or to sell
them in an auction room. So too I pay an entertainments
tax when I go to a picture show or to the theatre, and the
person who owns the hall or the theatre must also pay a
tax for the privilege of letting the public go into it.

These illustraticns indicate how widely the govern-
ment flings its taxation net, and how fine are the meshes,
So effective is it from the Government’s point of view,
that more than half the regular income which it enjoys
comes from the operations of the various collecting
officials. All the year round they are enthusiastically
pulling money out of the taxpayer’s pockets, though the
income tax which is the tmost important catch is not
obtained till late in the financial year. The reason for
this is that there is so much work to be done in obtaining
taxation returns, checking them, and making assessments
that it is not possible to send out notices to the tax-
pavyers telling them what they have to pay till the latter
half of the financial vear.

Thirdly there are the receipts from the sale or use of
Crown lands. This is a diminishing asset for all the
most valtable lands have already been sold. Of course
a considerable portion of the Crown lands have been sold
on time pavment under the conditional purchase system,
and there is a regular income from interest on unpaid
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principal, and from part payments of the capital sum. So
too there are large areas which have been leased, and
the lessees of pastoral, agricultural, or mining areas
pay rent from time to time for the right to continue in
occupation.*

A fourth Important source of income is in respect of
services rendered by the several departments. Income
from this source is not to be confused with income from
the railways, ot Hatbour Trust, which also render ser-
vices. Their receipts are shown separately in their
respective accounts. But the receipts with which we
are now dealing come from such services as pilotage,
harbour dues in the various ports outside Sydney, regis-
tration of deeds by the Registrar General, support of
patients in mental hospitals, handiing of wheat at the
varipus grain elevators, and so on.

Then there are a large number of miscellaneous
teceipts, such as rents of properties other than lands,
timber royalties, interest on advances to country towns
to construct water supply and sewerage works, and from
sources which are difficult to classify.

There are also receipts from the various business,
industrial, or other undertakings such as the railways,
tramways, Harbour Trust, brick works, irrigation areas,
tourist resorts, and so on. These are not paid into the
Consolidated Revenue Fund, but are carried by parlia-
mentary authority to their several funds and shown in
their appropriate accounts. We shall refer to this form
of income when we come to deal with the warious
accounts.

* These revenues fluctuate seriously as they are affected by seasonal
conditions, marketing arrangements and price levels

F
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Finally, there is the gquestion of loans which has
assunled great importance in Australian finance, but
this too we shall discuss later under the heading of
borrowing.

Because it is responsible for the financial operations
ol the State, notations of some kind have to be made in
the books of the Treasury showing all the receipts and
payments made on behali of the Crown, Some money is
directly collected by the Treasury, and in some cases it
makes direet payment to persons entitled lo reccive
woeney,  But in general, the bulk of the revenue of the
State 15 collected by officials scattered up and down the
country, while others check claims and make payments.
The Treasury is in constant touch with all these trans-
actions, and exercises some oversight in respect of each
one,

The general scheme of the financial system of the
State is laid down by Parliament. There are of course
two main divisions. There are the several Acts which
authorize ofticers to collect money. Illustrations of these
are the Income Tax and the Income Tax Management
Acts which prescribe the persons liable to taxation, when
they must furmish returns, what must be included, what
the rates of taxation are, how assessments can be made,
and the powers of the Commissioner for Taxation, and
his officers. Or there is the Stamp Duties Act which
prescribes what instruments are subject to stamp duty,
the manner in which estates liable to death duties shall
he assessed, and the rates which shall be paid. But it is
equally important to secure that when money is collected
it is properly accounted for, and that due check is made
on all pavments. Ior this purpose there are other Acts
and regulations. Fundamental constitutional checks are
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prescribed by the Constitution Act. These principles are
eiaborated in the Audit Act and other measures, and
under the authority of these Acts many reguiations have
been issued. 1t is to these Acts and regulations that we
tuust turn to ascertain how the maclinery of finance
works.

Any person who by any law, regulation, or appoint-
ment is charged with the duty of collecting or receving,
or who actually collects or receives, or who is charged
with the duty of disbursing, or who actually disburses
any public moneys, is derlared to be an accounting
officer. So ruuns the language of Sec, 22 of the Audit
Act. We have adopted the term Accounting Officer from
Enghsh practice, but the duties of our accounting officers
are very different from those of the public servants who
carry that rank in FEngland. There they are responsible
to the Treasury for seeing that the underlying principles
of finance are adhered to. Here they have the simple
duties of transmitting their collections lo the Treasury,
and of rendering an account to the Treasury and the
Auditor General of the moneys which they collect or
spend, Ii an accounting ofiicer has his office in the
City of Sydney or the suburbs, he must send in his col-
lections to the Treasury at least once a week. Ii he is
in the country, he remits once a month. In either case,
if he collects targe sums, he is required to remit those
sums at once.

The Treasury has an agreement with the Bank of
New South Wales and the Commercial Banking Com-
pany of Sydney Limited to transact its banking oper-
ations, This agreement 1s in pursuance oi the provisions
of Sec. 17 and following sections of the Audit Act. The
banks have agreed to zallow the Government interest
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on all credit balances over a certain sum, and for this
purpose or that of overdraft the Act provides that the
several accounts at the banks shall be treated as one
account. This agreement does not mean that none of
the other banks participate in government business. As
a matter of fact, the various accounting officers open
accounts in any bank which happens to be operating
in the town in which they are stationed. But it does
mean that the official Treasury accounts are kept with
the Bank of New South Wales, and the Commercial
Banking Company of Sydney Limited.

Let us take the case of a Crown Land Agent who is
stationed in a country town, and watch how he dis-
charges his duties as accounting officer. He is the local
officer of the Lands Department and, in this capacity,
deals with everything relating to the sale, leasing, or
occupatian of land in his district, In the course of these
duties he collects rents for the occupation of land, or
instalments on land being purchased on time payment.
Ii, as 15 frequently the case, he is also Clerk of Petty
Sessions, his range of receipts will be much wider. But
for simplicity we will think of him as only a Crown Land
Agent. As each lessee or purchaser comes in with his
payment, the agent issues a receipt. Every day he makes
up a statemment of the money which he has received and
banks it with the local bank in an account called the
“Crown Land Agent’s Public Revenue Account” As
nearly as possible he must bank the money in the form
in which he received it. This and the daily banking are
designed to prevent officers using for their own purposes
money which they receive, and then paying in other
money to cover their receipts. Our agent has to keep a
cash-book in which he enters daily the particulars of his
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receipts, dissecting them according to the purposes for
which the money was paid. At the end of the month, he
reconciles his cash-book with his bank-book, and he
then draws a cheque on his Account, and either sends
the cheque or a hank draft to the Treasury with a
voucher giving the totals of his collections together with
a detailed list under the several headings of persons
who have paid him. The voucher and remittance are
checked in the Revenue Branch of the Treasury, and the
remittance is banked in one or other of the banks in
Sydney to the credit of the Colonial Treasurer’s Consoli-
dated Revenue Account, or other appropriate account.
Once a quarter the Crown Land Agent sends an attested
statement of his receiptls and the dates of his Treasury
remittances to the Auditor General. This precaution is
taken to keep a check on the way in which the local
agent is doing his work. Later on when an Audit In-
spector visits the town to make his inspections of the
accounts, he checks the receipts which the agent gets
fram the Treasury with his cash books and receipts
issued by him to the public.

If the agent is in a town where there is no bank, then
he is required to take precautions far the safekceping of
his collections. He sends cheques at once to the
Treasury by registered post, and if he has collected any
cash then he buys money orders or postal notes and
sends them to the Treasury also.

The procedure which we have outlined above applies
also to Accounting officers in the Suburbs of Sydney.
If, on the other hand, we take the Taxation Department
which is in Sydney, we find that it banks its collections
direct to the credit of the Colonial Treasurer’s Consolid-
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ated Revenue Account, and not to its own account in
the first instance as does the Crown Land Ageut. Then
the following day, the Taxation Department sends to
the Treasury a voucher giving the particulars of the
amount deposited. This is the course followed by a
number of other large revenue collecting departments.

Let us go back again to our agent. So far we have
been dealing with revenue. He may however at times
collect money which is not revenue, and to which the
Crown has no claim.  For example, a number of per-
sans wha wish to ballot far the purchase or occupation
of land have to deposit a sum with the agent as evidence
of good faith, WWhen the ballot is determined, the
mouney has ta he returned to the unsuccessful persons.
But in the meantime it is desirable that it shall be kept
safely, so the agent apens another account, called the
Crown Lands Agent Public Menevs Account. Tt is in
this account that he deposits all sums which come into
his hands which are not reveniue, or otherwise due to the
Crown, and it is upon this account that he draws cheques
to repav those sums. But these are the only accounts
that a Tocal Crown TLand Agent pays. All other claims
such ax his own salary. any local stores, or goods he
huvs far his office, or any charge whatever will be paid
by the Lauds Department head office in Sydnev. Even
his petty cash will be supplied to him from the head
affice.  The reason for this separation of receipts from
pavments is not to aveid confusion in the accounts: that
would he simnle. Tt iz hecause the Constitution lays
dewn a special procedure which must be ohserved hefore
anv monev can be paid.

What we have =aid of the Crown Lands Agent is true
alsn nf the Clerk of Petty Seszsions, Mining Wardens,
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District Foresters, and all the army of officials who in
the course of their several duties receive money from the
public. From them flows a regular stream of remittances
to the Treasury, by it to he banked to the credit of the
Consolidated Revenue Account, or other apprapriate
accounts in the banks which transact the official banking
business of the government. FEach remittance is duly
entered hy the Treasury in its bocks to the credit of the
appropriate account and everv day the state of the
accoutnts is checked with a “bank sheet” which the banks
supplv to the Treasurer showing the credit nr debit
halances of such accounts. The hanks supply a similar
statement to the Auditor General, who also receives from
the Treasurer a daily “cash sheet” which shows the
poxition of the accounts that dav in the books of the
Treasury,

Althoueh we have not vet dealt with expenditnre. it
will he ohvious that the cash sheet disclazes what has
heen epent, as well as what has heen collected. With this
cach sheet is sent the suppnrting vouchers and docu-
ments  relating tn the several accounts which the
Auvditar General examines and checks.  Tn this way the
Anditar General is ahle to maintain a continuous check
upan the state of the public acconnts, and it simplifies to
seme extent his work of periodic audit of the books of
the different accounting officers. Both these checks are
part of the sanctions by which Parliament iz able to
epforce obgervance of its enactments. During the vear,
the interest of Parliament in the public accounts may
appear to public servants to he cold and distant, but
accounting officers are under no illusions ahout that of
the Auditor General and his inspectors. Any departure
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from the letter of the law and the regulations is followed
by a request for an explanation, and if the Auditor
General is not satisfied he reports to the Treasury and
may draw the attention of Parliament to the matter
when he makes his annual report. Every minister and
accounting officer wishes to avoid a contest with Parlia-
ment especially if the Auditor General appears as inform-
ant. and therefore there is every inducement to prevent
any irregularities either in collections or payments,

S0 far we have recorded the system of receiving,
recording and banking the revenue of the State, We now
pass to consider the procedure by which the State spends
its monex. When we were dealing with the Estimates,
we saw that Parliament does not grant the government a
tump sum of money to spend as jt likes, It votes money
for the specific purposes which were detailed in the
Estimates submitted to it, and its final permission to the
government to spend is embodied in the Appropriation
Act. We have secen that the Treasury has been recefving
maney from the various accounting officers throughont
the State, and that this money has been banked by the
Treasury to the credit of the various accounts. It is
from these accounts that Parliament has authorized the
varicus payments on behalf of the Crown to be made.
What we now wish to know {s how the money is abtained
from the banks, and whether there is anything to prevent
the Treasury drawing cheques and spending the money
for other pﬁrposes than Parliament has approved. In
this case again there is an absence of several of the
checks which exist in England, by reason of the fact
that our svstem is somewhat differently designed. Let
us see what safeguards and checks we have provided.
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In the first case, Sec. 44 of the Counstitution Act pro-
vices that “no part of His Majesty's Revenue in New
Soath Wales, arising from any of the sources aforesaid,
shall be issued, or shall be made issuable, except in pur-
saance of warrants under the hand of the Governor
directed to the Colonial Treasurer.” The Audit Act
amoplifies this restriction, and prescribes the forms of the
warranis in the various cases, the procedure which is to
be followed by the Treasury, and the Auditor General
and the several accounting officers and ministers of the
Crown. Tt also provides for an independent audit of
the accounts by the Auditor General, and for his report
to Parliament upon the faithfulness with which its
wizhes have been observed.

It will probably help us te understand the system if
we take the Lands Department as a specific example.
The Appropriation Act has authorized the payment out
of the Consolidated Revenue Fund of the sums necessary
for the salaries, maintenance, working expenses, and
other expenses of the Lands Department. Salaries are
paid once a fortnight, and other expenses are paid as
they are incurred. Even though the Appropriation Act
authorizes the expenditure under the several headings, no
payment may be made unless it has first been approved
by the minister (the Secretary for Lands) or by snome
officer appointed by the minister to do so. and the min-
ister must also satisfy himself that the payment has been
authorized by law and is covered by a parliamentary
appropriation.

For facilitating payments which the Lands Depart-
ment has to make, the Treasury authorizes the opening
of a Drawing Account for it with the Bank of New South
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Wales. 'When it has to pay its salaries, or other ex-
penses, the l.ands Department draws its cheque ujon
this account in favour of the various claimants. Bu: in
order to ensure that money shall be in hand to meet its
payvments it notifies the Treasury by sending it an
abstract showing the sums which it will need, and the
votes and items against which the expenditure is to be
charged.  The Treasury compiles a statement of these
claims, and these of other departments. From its experi-
ence of their commitments and the Parliamentary appro-
priation available, it calculates how much will be
required by all the departmerts far a period not exceed-
ing three months. It then prepares a warrant which it
addresses to the Auditor General in the following
terms —
The amount of mones likely to hecome due and pavahle out of
the Comsolidated Revenue Account during the .... (Month or
Quarter) now next is £.... .. and the services and purposes far
which the same s required are provided for uader Parliamentary

Appropriation for Consolidated Revenue Services under the fol-
lowing Acts, that is to say :—

Approfriation Act, Amount required.

.................... Treasurer,

The Auditor General examines the statement to see
that the payment has heen authorized, and that pay-
ment has not already been made. If he finds that there
15 no authority, or that payment has already heen made,
or in certain cases, if there are no funds available, he
returns the warrant with a written statemment of his
reasons for withholding his certificate. But if he is



GETTING AND SPENDING 81

satisfied that the warrant is in order, he signs the fol-
lowing certificate underneath the warrant :—

[ certify that pavment of the sum above mentioned has been
authnrized by Parllamentary Appropriation out of the Consalid-
ated Revenue Account, and that payment thereof has not alrcady
been made.

Dated this ............ dayof ............ 1031.

This certificate is forwarded to the Governor who then
complies with the provision of the Constitution Act by
sigring the following authority :(—

To the Treasurer of New South Wales, You are herebv author-
ized to issue out of the Consolidated Revenue Account the amount

ahave set forth, and for so doing this shall be vour sufficient war-
rant.

Given under my hand, the ........ dayof ........ 1931.
.................. Governor,

Armed with this warrant, the Treasury draws a cheque
upon the Consolidated Revenue Account at the Bank of
New South Wales or the Commercial Bauking Company
of Sydney, and deposits the cheque to the credit of the
drawing account of the Department of Tands, and such
other departments as are covered by the warrant.

It should be noted carefully that the Treasury does
not make funds available until they are needed. Under
the agreement with 1he banks mentioned, each depart-
ment operates upon a spending account with the right to
overdraw.  But this is not intended to give the depart-
ments such control over their own expenditure that
they can proceed to draw. and then present to the
Treasury an abstract of their payments with a request
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for recoupment. The Department of Lands knows what
regular pavments it has to make and it must see that the
Treasury is ready to deposit funds to its credit in time
to meet any chegues which the department has drawn.
But sometimes there are emergent payments which must
be made, and there is no time for the Treasury to make
the funds available. In this case it is permitted to over-
draw its account, and have it recouped as soon as pos-
sible. The advantage of the drawing acconnt is its
economy 1n the use of public funds. If every department
had to obtain an advance from the Treasury against
which it could draw, there would bhe possibly hundreds
of thousands of pounds lying idle in different accounts
and the Treasury would be losing both the use of those
funds and any interest which is payable upon its credit
halances.

The system also throws the responsibility for the
pavment of claims upon the individual department. This
not merely relieves the Treasury of much detail work,
hut it enables that office to exercice a measure of super-
vision of all transactions. In the case of the Department
of Lands, that office pavs all claims of whatever nature
arising out of its operations, except pavment for the
acquisition of estates for settlement. In these cases
the payments are made by the Treasury after notifica-
tion by the Crown Solicitor that the transfer has been
satisfactorily completed.

Fach department keeps its own accounts of expend-
iture, and periodically forwards the vouchers supported
by acquittances to the Auditor General for his inspection.
These are examined and later compared with the books
of the departrnent in the ordinary course of audit.
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This brief statement of the manner in which the Lands
Department deals with its expenditure will apply in
principle to all the other departments, From our review
of the system, it will have been noticed that the foilow-
ing safe-guards have been applied to prevent the mis-
application of public funds:—

1.

No money may be spent until Parliament
authorizes jt.

No cheque may be drawn by the Treasury upon
the government accounts in the Banks in favour
of the spending departments except under the
authority of a warrant signed by the Governor,
Nor may the Governor sign the warrant until he
receives a certificate from the Auditor General
who must satisfy himsel{ that money has been
voled for the several services named in the war-
rant and that payment has not already been
made,

Even though Parliament has voted the total
expenditure of each of the departments, the
Treasury does not immediately make available
a credit for the full amount. It insists upon its
approval being obtained for their day-to-day
needs, and only lodges deposits to the credit of
their drawing accounts to meet those needs.
Applications for funds must contain an under-
taking to present, within a prescribed time,
acquitted vouchers to the Auditor General in
support of the advance applied for.

Before it will even make those advances the
Treasury has ta he assured that the specific ex-
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penditure has been approved by a minister of
the Crown, and that it is covered by a parlia-
mentary appropriation,

7. Finally all payments are scrutinized by the
Anditor General to see that they are in order, and
he reports the results of his investigations to
Parliament.

Ii this system were zlways adhered to, we might pass
on to the next chapter, but there are the inevitable
exceptious to the rule. We have already noticed three
of them, pavments made from the Treasurer’s advance
account, pavments unauthorized in suspense, and pay-
ments made because ane Parliament has lapsed before an
Appropriation or Supply Act has been passed. To the
extent to which Parliament has approved of the type of
pavments which the Treasurer is justified in making
from his advance account, expenditure under that head-
g s not rightly regarded as an exception to the rules
which we have stated above. But we have noticed that
other types of expenditure are met irom this account,
and these are violations of the system equally with the
other two for which the Treasurer and his officials hope
to he exonerated by making excuses or explanations to
Parliament when the next year's estimates are being
considered.

Finally there is a type of expenditure which is
sanctioned by Sec. 34 of the Audit Act, provided it 13
immediately reported to Parliament through the
Speaker. 1t sometimes happens that parhamentary ap-
propriations for certain services are more than sufficient
for their needs, while other appropriations are inade-
quate, In these cases, if reasonable justification can be
shown, the Governor is authorized to approve of the
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surpluses being used to supplement deficient votes, but
this permission is limited to votes for fixed establish-
ments, and 1t dees not apply to balances remaining over
from ihe appropriations ior specific public works, In
every case a special minute has to be signed by the
Governor, which 1s submitied to the Auditer General,
ard by him iorwarded to Parliament within seven days
of Wy receipt of the minute.

{Once again, as we review the system for collecting and
spending public moteys we must be impressed with the
emphasis on the jorms to be observed. Although they
do not prevent money being used for other purposes
than those previeusly authorized by Parliament, vel the
exceptions themselves are surrounded by sanctions which
tuake irregularities easily detected. We could indeed be
happy i we could feel that there were similar pre-
cautious to prevent the unnccessary expenditure of
funds, even though they may have been voted by Par-
liament, and if we had as ample an assurance that full
value was always being obtained for what was spent.
Unfortunately an even cursory perusal of the Auditor
General's report dispels our hopes. Just as we have
erophasized in dealing with the Estimates the imperative
need of seriously weighing the public interest against the
enthusiasm  of the individual spending departments
!‘)eiore any item is included in the Estimates, so here we
nsist that even after Parliament has voted money to
spend, there should be the most vigilant scrutiny of
every item in order that its expenditure shall be justified.
It is not suggested that these considerations are entirely
neglected,  Many accounting officers exercise the same
Prudence in the management and spending of public funds
as they do in their private affairs, But these swallows do
not make a summer, and there are unnumbered discour-
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agements and temptations which beset the accounting
ofticer who attempts to guide his official life by the prin-
ciple of economy.

We have seen that the Treasury is not concerned
primarily with methods of organization, or with the pro-
vision of personnel. We have aiso seen that the Public
Service Board which does deal with these matters, is not
directly utilized by the Treasury to assist it with financial
administration. But its usefulness is also circumseribed
by the fact that it has no jurisdiction of any kind over a
number of tmportant sections of the public service. So
far as the Auditor General is concerned, his functions are
admittedly different from those of the modern commer-
cial auditor. In other words he is concerned primarily
with sceing that no expenditure is passed except as pro-
vided in the appropriation sanctioned by Parliament, and
that there is no unauthorized divergence from prescribed
conduct. Economy and efficiency are only by-products
of his investigations, and in any case, his strictures or
recommendations, as the case may be, usually arise as a
result of his discoveries of what has been done, and not
because his expert advice has been sought beforehand.

While it ought not to be necessary to be continually
devising checks, since the public is entitled to expect
economical administration as the natural aim of every
responsible official, this is a case where, because of the
ramifications of governmental activities, some co-ordin-
ating and over-riding agency seems to be required. It
must be permanent and it ought to be independent of
political intrigue. The first condition rules out such an
agency as the Budget Committee to which we have
referred. Furthermore that committee, exceflent as it
was, comprised departmental chiefs who are already
carrying a heavy load of administrative responsibility.
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And from the nature of the case, its members were being
asked, collectively, to pass judgment upon their own
individual recommendations. These consideralions seem
to point to a Bureau of General Administration to which
attention has already been directed. The Public Service
Board already performs for a large part of the public ser-
vice some of the functions which shounld be entrusted to
this Bureau, and very little adjustment would he required
to extend its operations. If this were done we would have
the safeguard (1) that no expenditure was recommended
to Parliament without adequate scrutiny and (2) that
when Parliament voted money it was not merely spent as
Parliament directed, but that it was speut to the best
advantage,

But this machinery, like the existing Public Accounts
Committee presupposes that Parliament is really inter-
ested in the results of the year’s operations. Jt may seem
strange to suggest that it is not, but its methods certainly
lend colour to this view. It is seldom that there is any
discussion upon the report of its officer, the Auditor
General, despite the fact that he repeatedly informs Par-
liament of the several ways in which its financial
directions have been disregarded. Again, in accordance
with Sec. 16 of the Audit Act 1902, Parliament solemnly
appaints a Public Accounts Committee, and gives it spe-
cific instructions to inquire into and report upon certain
matters connected with the public accounts. These
two documents are as important as the Estimates in the
scheme of finance, and yet they hardly receive any more
notice than that given to other reports which are required
by statute to be submitted annually to Parliament. They
may be referred to incidentally in the debates upon the
Estimates or upon the Budget, but this is not enough.
Can anyone imagine the board of directors of a com-
G
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mercial concern confining its attention to authorizing the
spending of money, and then ignoring the report of the
manager upon the results of that expenditure? Yet this
is what Parliament regularly does. The Standing Orders
of the Legislative Assembly ought to require that at least
one day shall be devoted to a discussion of these reports,
and thus enable the House to examine ministers upon
the manner in which they have handled the finances
during the year.



CHAPTER V

FUNDS AND FINANCE

THE essentials of an ideal budget system may be stated
in a single sentence, There should be one fund into
which should be paid all the receipts of the Government,
from whatever source, and no payments should be made
from it until duly authorized. A statement of accounts
Lased on such a system would disclose at a glance what
the actual cash position of the Government was.

Measured by such a standard, the New South Wales
Accounts are disappointing. Indeed, to find his way
through the Accounts, the inquiring citizen will require
much persistence, an intimate knowledge of the general
operations of government, and technical proficiency in
book-keeping. 1f, in addition, he possesses a good pencil
and a large sheet of paper, he may succeed in finding out
precisely how our public accounts stand.

If we refer to the Constitution Act it will be clear that
the framers of our financial system intended that there
should be a single fund. Sec. 39 provides that “all taxes
rates, and duties, and all territorial, casual, and other
revenue of the Crown (including royalties), irom what-
ever source arising within New South Wales, and over
which the Legislature has power of Appropriation, shall
form ane Consolidated Revenue Fuud to be appropriated
for the public service of New South Wales in the manner
and subject to the charges hereinafter mentioned.” Of
course we must admit that the ramifications of govern-
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ment extend much further in 1930 than they did in 1855,
and it may be argued that therefore a unitary system of
finance is no longer appropriate. Whether the argument
is sound or not, the legislature has from time to time
passed a number of enactments which have destroyed the
unitary principle established in 1855, and to-day there
arc no less than seven distinct funds, in addition to the
Loan Fund, besides several other accounts which are
off-shoots of the Consolidated Revenue Fund. The result
is that some revenues of the State are carried to each of
these separate funds, each of which in seeking to achieve
salvency competes with the others. In this confusion
of competing sectional interests, the general interest of
the community may perhaps suffer. In other words,
taxes, rates, or charges of difierent kinds may be inor-
dinately high in connection with some funds, and
unreasonably iow in others.

We have already noticed the separation of the opera-
tions of the business, industrial, and trading undertak-
ings of the State from the Consolidated Revenue Fund,
which contains the transactions of the ordinary govern-
mental activities. They have not been given the status
of independent corporations which i1s enjoyed by, for
example, the Government Savings Bank, or the Metro-
politan Water Sewerage and Drainage Board. These
corporations are entirely independent of Parliament,
though of course they are the creations of the legislature
and their constitutions may be revised by it.

To give some of our business undertakings complete
independence would be difficult though not impossible.
The first difficulty is to provide them with a o‘overning
Lody which will be sufficiently representative of the in-
terests affected. Since this body would have powers to
fix rates and charges for its services and would have to
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decide what services should be provided, its management
would have to be so satisfactory that it would be able
to withstand all the opportunist politicians who to-day
make capital out of their promises to extend benefits from
these undertakings either to the public or the employees.
A second is that complete separation would involve per-
mission to float loans upon their own security, and this
would infringe the financial agreement hetween the
Commonwealth and the States, under which the Loan
Council is constituted as the only body to float govern-
ment loans in the Commonwcalth. This is not the place
to canvass the various arguments for and against re-
moving government enterprises from political control,
though we may remark in passing that while they remain
the sport of party politics, they constitute a serious
menace to the hopes of popular government.

Although no government has been willing to face this
problem, the Hon. B. S. Stevens, Treasurer of the State
in 1928, wished to find a way of revealing the true
financial position of the several government enterprises.
Whether or not the method adopted was the most suit-
able one, is open to argument. We may notice however
that instead of conceding autonomy of management an
effort was made to give independent accounting. To
this end separate funds were constituted for some of the
undertakings, In each case, its capital value was com-
puted. This sum is debited against the underiaking in
the Treasury books, and it is required to pay interest
upon it. Of course in the final resort the Consolidated
_Revenue Fund will be liable for meeting the annual
Interest, whether it actually receives the interest from
the undertaking or not.

After making provision for interest, the fund of the
undertaking may be used by the management for the
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development of the business, with such limited discretion
as is allowed it by the Parliamentary enactment. So,
for example, provision is made for reserves, remewals,
and adequate depreciation. Surplus profits are to be
carried to a reserve fund, and used partly for meeting
losses, if any, previously sustained, and partly for re-
ducing charges for the services which the Undertaking
renders. These provisions are satisfactery if the Under-
taking is so uniformly successful that its profits exceed
its losses. But such a happy condition is far irom being
the average experience of governmental businesses. Some
of the losses have sometimes been serious, even extend-
ing to the whole of the capital originally embarked in the
enterprise.  In these circumstances, the existence of
separate funds may well cause embarrassment to the
Treasury.

If we could only introduce some of the reforms which
we suggested in Chapters [I and III, then, instead of
separate funds, we could be content with a single fund,
and subsidiary Accounts under that fund. For we should
be able to rely upon Parliament treating the wvarious
claimants for Appropriations in an equitable and busi-
ness-like manner,

Past experience however renders one cynical. While
the various undertakings were financed from the Con-
solidated Revenue Fund, they were required to pay all
their earnings to the Treasury and rely upon parlia-
mentary Appropriations for capital and working ex-
penses. Under this arrangement ail profits, which were
sometiines considerable, were used for current govern-
mental expenses. The community as a whole benefited
hecause it was relieved of taxation that would have been
justifiable, but the undertaking was frequently starved.
Actually it has meant that some of the undertakings have
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been crippled, for they are now burdened with such a
load of capital debt that earnings are insufficient to meet
interest charges in addition to working expenses. If
politicians could have realized how culpable they were
in buying momentary popular favour at the expense of
future taxpayers, they might, while there was yet time
and opportunity, have made some provision for reserves,
renewals, and depreciation, and our present discontents
would have been lessened.

{2) Consolidated Revenue Fund.

It is time, however, to pass to an explanation of the
various funds. The origin of the Consalidated Revenue
Fund we have already mentioned. It is credited with
all receipts which are not directed by statute to be
carried to any other fund. From it may be paid such
charges as Parliament anrually directs, aithough some
are fixed by the Constitution Act and other Acts, and
are as we have seen, in the nature of permanent appro-
priations. The fund is now divided into three sections
—the fund proper, Collections-in-aid, and the Special
Purposes (Revenue) Fund. The fund proper we have
already described.

Collections-in-aid are the receipts which a department
earns from various services, and which are used as a set
off against the expenditure incurred in earning them.*

The Special Purposes (Revenue) Fund was created in
1928, The purpose of this fund is to provide for the
special treatment of receipts derived from the sale or dis-
POsa‘I of the State's assets. The fund is credited with
recetpts from the sale of government property including
Crown lands, from royalties on minerals, and from one-
half the royalties on timber. Against these receipts are

* See chapter on Estimates, p. 27.
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charged the expenses of administration, and this reduces
the amount which has to be found by taxation for the
total administrative expenses of the departments con-
cerned. But when these special expenses have been
allowed for, there will still be a surplus, and this is used
for the expenses incurred in acquiring land and other
assets, in the improvement and subdivision of Crown
lands for sale, and in connection with the general de-
velopment of the State.

The creation of the fund is too recent to permit a
discussion of the effectiveness of this arrangement. It
has superseded the former Public Works Account, which
was a subsidiary account within the Conzolidated
Revenue Fund, as this Special Purposes (Revenue) Fund
is. The old Public Works Account was a fund into
which was paid various sums appropriated by Parliament
from time to time and also two-thirds of the net
proceeds of the sale of Crown lands, exclusive of interest,
less zo per cent which was estimated to cover expenses
of administration and other charges, It embodied 2
similar principle to that underlying the new fund, in
that it was used for renewing assets, or acquiring fresh
ones. It was a kind of reserve against which these ex-
penses were dehited, instead of nsing loan money for
the purpose. If the remewals or purchases had been
made from Inans, then interest would have had to be
paid, and this would have been a permanent inflation of
the total cost of the asset, because there has been no
separate sinking fund for each portion of loan expendi-
ture, and because, also, the Treasury charges against
each asset created from loan expenditure its proportion
of the average interest paid on the total existing national
debt,

There was no clear line of demarcation between what
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was revenue and what was capital expenditure, but the
Public Works Fund was used for both purposes. The
Special Purposes (Revenue) Fund is designed to remedy
this defect, and to secure that when capital assets arc
sold, they shall be replaced by others. Otherwise it
would only be a question of time before the State would
have parted with its most valuable assets, its land,
timher and minerals, and would have sold its capital to
help meet current expenses. One criticism which may be
levelled at this praposal is that as the fund is used to
provide a grant of £800,000 to the Railways to meet
losses an developmental lines, the balance available for
creating new capital assets is comparatively small,

(&) The Closer Settiement Fund.

The Closer Settlement Fund was created in 1906,
though the existing provisions for its administration were
only enacted in 1928 It is concerned with all the
financial operations arising out of the various efforts
at closer settlement, and the settlement of returned
soldiers. The fund is credited—

(i.) with assurance fees paid to the Registrar
Genera! under the Real Property Act, 1600;

(ii.) with receipts from sales or leases or other
sources under the Closer Settlement Acts or
Returned Soldier Settiement Acts, including
repayments of advances made to soldiers under
that act;

(iii.) with all moneys from loan or revenue appropri-
ated by Parliament for the purposes of closer
or soldier settlement; and

(iv.) with receipts from a number of special sources,
such as interest on investments from moneys
belonging to the fund,
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Against the fund is debited, subject to Parliamentary
appropriation—

(i.} the cost of acquiring land for closer settle-
ment;

(ii.) the cost of sub-division, maintenance, improve-
ment and disposal of land for soldier settle-
ment;

(iii.) the advances made to soldier settlers; and

{iv.) the cost of administration.

The Act of 1028 also permanently charges the Fund
without any further apptropriation by Parliament with the
payment of interest accruing on debentures, loans or
other advances which have been made under various Acts
in connection with ¢loser or soldier settiement, and with
certain other payments.* Appropriations unexpended
within two vears are to lapse.

A statement of income and expenditure and an annual
balance-shect of the Fund are to be prepared and sub-
mitted to Parliament covering the transactions on the
fund. This balance sheet has not vet been prepared
owing to the difficulties of disentangling all the opera-
tions which have heen transacted since 19o6. The
impottance of the fund may be illustrated by the fact
that its loan liability at the zoth June rgio amounted
to more than thirteen million pounds, and the disburse-
ments for that vear to more than £1,600,000.

_* Tt shnuld be neticed that the Fund is debited with the intersst on
its capital, irregpective of whether the settlers have made their pay-
ments. or not,  In view of the many concessinis which have been
granted to settlers. and the number of rases in which instalments and
re-payments of advances have been deferred, it is a matter for con-
sideratinn hnw Iopg the Fund will be able tn gn on meating itg interest

bill, and at the same time fulfil its primary function of ecloser
settlement.
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(¢) The Sydney Harbour Trust Fund.

This fund was created in 1928 in pursuance of the policy
of the Government to separate the finances of various
business undertakings from the Consolidated Revenue
Fund. The principle followed is to credit the fund with
specific receipts, and then to make it responsible for
meeting every claim against the government which is
referable to the Trust. “The Consolidated Revenue
Fund shall not be liable for any such claim or demand”
says the Act, and there are no limiting words which will
be found in other measures such as “provided that so far
as the . . . . . Fund is insufficient to meet any such
claims, they shall be paid out of the Consolidated
Revenue Fund.” Apparently the framers of the Act of
1928 were so convinced of the stability of the Fund, or
of the ability of the Harbour Trust to adjust rates to ex-
penses, that the possibility of a deficit was not allowed
ta disturb their optimism.

The fund is credited with receipts from all wharfage
and tonnage rates, fees, rents, charges, etc., levied and
collected by the Trust; all loan moneys raised and ap-
propriated hy any Act for the purpose of the Trust; all
interest on investments belonging to the Trust; and with
certain other miscellaneous receipts, including “sums
ad\'a:lCEd by the Colonial Treasurer in pursuance of this
Act, The Capital value of the Trust’s property is to be
ascertained, and interest and sinking fund payments are
to b{e made by the fund. Interest paid or accruing upon
capital works during construction, and before they are
revenue carning, may be treated as part of the capital
cost and add.ed to the capital debt, But notwithstanding
::‘;c?ezzfagoﬂ, the fund is to enjoy any benefits and

y burdens proportionate to those enjoyed and
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suffered by the State under the Commonwealth Financial
Agreement.

In other words, the Trust has simply been charged
with the liability formerly borne by the Consolidated
Revenue Fund so far as interest and Sinking Fund pay-
ments are concerned, It is still dependent upon the
Government for any additional capital which it may
require, and i1s prohibited from borrowing in any other
way. Nor has the Trust discretion in the tnatter of in-
vestments. “Any money in excess of their immediate
requirements . ... .. shall be invested with the Colonial
Treasurer at such rate of interest as may be agreed
upon.” This means that the Treasury has secured the
bencfits of separation without the disabilities (in its case)
of divorce, for the Treasury will under this arrangement
still have the use of surplus funds of the Trust as in the
past as a help to its general banking account.

In addition to the general fund thus described, there
is to be a separate renewals fund, to which shall be
credited such sums as the Trust, with the approval of
the Governor, shall transfer thereto, and from the fund
shall be appropriated by Parliament such sums as it
deetns desirable for renewals of plant and equipment.

The Trust is also to establish a reserve account in
connection with its fund, to which is to be paid net
profits, as certified by the Auditor General. The reserve
account is to be applied to meeting losses incurred, and
for reducing rates or other charges for the use of the
port by shippers and the public.

Full accounts are to be kept, including complete and
separate financial and cost accounts of all commercial
and industrial activities controlled by the Harbour Trust,
and are to be submitted annually to Parliament.
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(d) The Gowvernment Railways and Tramways Fund.

This fund was also created in 1928, and the description
which we have given of the Harbour Trust Fund applies
wirdatis mutandis to this fund, which is administered by
the Railway Commissioners. There is however one im-
portant addition., The railways have always been
regarded from two aspects, They have been the most
important transport agency in the community, and, until
the advent of the motor vehicle, enjoyed a wvirtual
monopoly in the carriage of goods and passengers. But
they have also been used as an instrument for develop-
ment, With every extension of settiement has comc a
demand for the construction of railway lines. Essential
as these lines are to the distant settlers for the carriage
of their supplies and the marketing of their produce, it is
inevitable, with the present sparsity of settlement that
carnings on developmental lines will not cover expenses.

In other countries, military exigencies have dictated
the building of strategic lines which are unprofitable
commercially. That situation has been met, as in India,
by special contributions which are charged against
defence to the upkeep of the railways. This is the prin-
ciple which has heen applied by the Government Railways
{\mendment Act of 1928, What are developmental lines
is to be determined by a Committee of Review compris-
ing the Auditor General, the Chief Commissioner, and the
Under-Secretary to the Treasury. The Railway Com-
wissioners are required to make an estimate each year
of the losses which are likely to be entailed by the
operation of such lines, and, towards meeting these losses,
the Treasurer is to make a contribution from the Con-
solidated Revenue Fund, if Parliament approves, of a sum
not exceeding two-thirds of such losses, “but not in any
case exceeding eight hundred thousand pounds.”
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(¢} Road Transport and Treffic Fund. (f) Metropolian
Transport Trust-—General Fund. (g) Newcastle and
District Transport Trust—General Fund.

These funds were created by the Transport Act of 1930,
which sought a comprehensive treatment of tramway and
motor transport in New South Wales. The Act con-
stituted a Commissioner of Road Transport, and made
provision for a Metropolitan Transport Trust, and for
country transport trusts. So far, the Newcastle and
District Trust is the only country trust yet constituted.
The Sydney tramway system has been removed from
the control of the Railway Commissioners, and its man-
agement vested in the Metropolitan Transport Trust.
The Newcastle system is vested in the trust for that
District.

Separate {unds have been created for each of these
trusts, and there is also a fund for road transport and
traffic generally. This latter fund is credited with re-
ceipts—

(1.) from fees for public vehicles charged under the
Metropolitan Traffic Act 1900,

(1.) from fees for the registration of motor vehicles
and drivers under the Motor Traffic Act 1909,
and

(iti.) from all fees chargeable under the Transport
Act 1930, except the annual license fees for
omnibus services, which are to be paid into the
Special Deposits Account at the Treasury to
a fund known as the Public Vehicles Fund,

The proceeds of penalties imposed under these Acts
are to be paid into Consolidated Revenue Fund. Subject
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to parliamentary appropriation, the fund is charged
with—

(i.) the cost of police supervision of road transport
and trafhe;

(ii.) all administrative charges entailed by the Act,
except those connected with the specific tran-
sport trusts; and

(iii.) the cost of acquiring or resuming lands, or
other works carried out with the authority of
the minister.

The commissioner is authorized to draw upon the
fund without waiting for parliamentary approval to de-
fray expenditure upon services which cannot be post-
poned without injury to the public interest. The balance
standing at the credit of the Road Transport and Traffic
Fund at the close of a financial year is to he transferred
to the credit of the Country Main Roads IFund.

The Public Vehicles Fund is to be credited with all
taxes levied upon public motor vehicles, with the annual
service license fees paid by omnibus proprietors, and
certain miscellaneous receipts. These receipts are speci-
ally assigned to various purposes, and may be paid
thereto without further Parliamentary appropriation, So
taxes paid on motor omnibuses are to be paid by the
Commissioner of Transport partly to the Main Roads
Board and partly to the councils of shires and municipal-
ities within the trust district. The local councils are
required by the Act to spend their proportion on the re-
tonstruction, renewal, repair and maintenance of public
roads used by the ommnibuses. Receipts from service
license fees are to be divided equally, one hali to the
abave beneficiaries, and the other is to be used by the
commissioner towards reducing the capital indebtedness
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of the trust. So far as the taxes for public motor vehicles
other than omnibuses are concerned, these are to be used
by the commissioner for land resumption, or for facili-
tating the movement of traffic, relieving congestion, or
tor protecting pedestrians in public streets.

The capital indebtedness of the Metropolitan Tran-
sport Trust is declared to be £7,487,154, but that figure
is to be reviewed by a committee whose decision will
fix the actual sum. On that sum, the Treasury will
charge the trust the average rate of interest which it
pays on the current State debt; also a sum of five shillings
on every hundred pounds of its capital debt, and such
further sums as the Governor directs shall be borne by
the trust for sinking fund obligations. The fund is
credited with all revenues obtained irom the manage-
ment of the metropolitan transport system, and is debited
with all the charges for the sustenance of the system, as
well as the capital charges already mentioned.

As part of its accounting system, the trust must estab-
lish a renewals reserve which will be used for equalizing
annual expenditure in respect of renewals, reconstruc-
tions, conversions, and special works. It must also estab-
lish a general reserve, to which must be transferrcd
any profits. This reserve fund will be used to meet
losses which may be sustained.

The Trust is unfettered in its discretion of the sums
to be applied to renewals and reserve. For example,
any balances in the renewals reserve not required 'for
other purposes may be used temporarily to defray capital
.expenditure, and balances invested for the general reserve
may be similarly used. The trust is authorized to bor-
row with the approval of the Governor on the securrty
of its assets for any purposes connected with the Act, and
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the interest, which is guaranteed by the Government, is
made a charge against the revenues of the trust.

For every loan there must be a sinking fund to dis-
charge it, though the trust may re-borrow to pay off the
loan. Money set aside for sinking funds must be in-
vested with the Government of New South Wales, or in
such securities as the Governor approves, and interest
on such investments is to be added to the sinking fund.
All operations in respect of loans are subject te approval
of the Governor. The provisions ¢of the Commonwealth
Financial Agreement do not apply to these loans.

What has been said of the Metropolitan Transport
Trust applies also to the Newcastie and District Trans-
port Trust, In its case, the capital indebtedness has
been tentatively fixed at £g44,051. This sum, as well
as that of the capital indebtedness of the metropolitan
trust i1s deducted from the capital debt of the government
ratlways,

While the foregoing completes the description of the
varions funds over which Parliament has powers of ap-
ptopriation, and over which the Treasury has some
control, it does not exhaust the total funds which have
been created by the Legislature. These other funds are
of two kinds. There are those of corporate bodies such
as the Metropolitan Water Sewerage and Drainage
Board, or the Metropolitan Meat Industry and Abattairs
Board, which have complete autonomy both in manage-
ment and finance. Neither Parliament nor the Treasury
15 consulted by these bodies in regard to their financial
transactions. Then there are the funds of other cor-
porate bodies such as the Main Roads Board, which
alsu has autonomy of management and finance, but in
respect of which the Treasury acts as banker by reason
H
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of the fact that the funds of the Board are deposited
with the Treasury in the Special Deposits Account.

It is therefore possible to distinguish the three types
of funds, Those of corporate bodies over which Parlia-
ment has powers of appropriation, and the Treasury
some control; those over which Parliament has no
powers, but in respect of which the Treasury acts
through the Special Deposits Account as banker for the
corporation concerned; and those for which the Trea-
sury does not so act.

From this explanation of the various funds, and of the
types of revenues which are assigned to them it should
he apparent that the term “Consolidated Revenue Fund”
as originally contemplated by the Constitution Act is
quite inappropriate to-day. That fund is merely a
“Governmental Services Account” and covers only a re-
stricted portion of gavernmental activities. In its present
form it 15 misleading, and if the unwary citizen relies
upon it, he may obtain an entirely wrong view of the
financial posttion of the State. The onusston of the
accounts of some of the more important governmental
agencies offends against the principle of comprehensive-
nes: in budgeting, while the inclusion of others which
are not properly tied into the general accounts disturbs
the unity of the budget.

According to all competent critics of public finance,
comprehensiveness and unity are above all things to
be desired in a Budget. And a little reflection will show
why this 15 so. If the Budget only deals with a section
of the financial activities of the State, there can be no
proper control and criticism of the whele svstem, For
if certain assigned revenues are removed altogether from
regular appropriation by Parliament, its powar of dis-
tributing the burden of expenditure most equitably
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amongst all sections of the community is restricted. It
may well happen that the proceeds from revenues as-
signed to a fund are more than sufficient to meet 1ts
obligations. But others may prove inadequate and so
prevent proper service being given. The system also
does not allow that economy of balances which 1s so
important in public finance, for unless special precau-
tions are taken, some balances may be lying unused,
while other funds are paying interest upon overdrafts.
Or, to take an experience with which we are familiar in
this State, the governmental Budget may show a surplus,
while those of the subsidiary budgets may show heavy
deficits *

What might be done in these circumstances will de-
pend upon the undertakings affected, In the case of the
railways or Harbour Trust, rates and charges may be
raised, But this means that present users are paying
for the benefits enjoyed by past consumers, Or the de-
ficiency may be met by a contribution from the general
budget, in which case the whole community will pay, to
cnable users to get services for less than cost. This may
be justified on the ground that the whole community
benefits by the work of the railways and the Harbour
Trust. But if this is a tenable position, then there may be
warrant for asking the community to meet part of the
regular expenses of the undertaking, though this of
course would bring us back to where we were belore
separation of finance was initiated, and there would he no
means of finding out how econontically the undertaking
was heing managed.

19;9][] this connection see the report of the Auditor General for
6 -30, P. 6 in which he points out that the Railwavs dominate the
a'dn(‘lal situation, Sinee the principle has beens accépted of making
thgoﬁ;ii%]utlon from the Consolidated Revenue Fund towards operating
sdliways, the provision of that assistance will have important
reactions upon State budgeting. P
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li the deficiency occurred in an undertaking which
wis competing with private enterprise, as in the case of
the abandoned trawling industry, prices could not be
raised above compelitive rates without losing trade,
while to subsidize it from general revenues would be to
give a government business an unfair advantage over
private concerns. It might also mean disguising and
condoning the incompetence of the management of the
governmental trading undertaking.

Though this assignment of specific revenues to meet
defined expenses is regarded as a mark of immaturity in
financial affairs, such a method is always popular with
somme sections of the community. Every country is famil-
iar with the demands of motorists, who have been
singled out for special atlention by governments, to have
the taxes on motor vehicles and petrol ear-marked for the
construction and conditioning of roads.  And expediency
has often dictated that these demands should be granted.
But it can readily be seen that such a principle might
he extended so far as to destroy the utility of a budget.
If the estimates of expenditure which are presented to
Parlinment are an evaluation of the relative merits of
cach service which is to be supplied to the community,
then all the expenditure of the State cught to be con-
sidered concurrently. The needs of yesterday when
reventte was specifically assigned by Parliament to dis-
tinct projects will probably be different from the needs
of to-day, and there is greater certainty that to-morrow
will have entirely separate problems. And these problems
will arise not onty when there is a change in the pro-
ceeds from the assigned revenues, but when there is a
change in the volume of unassigned revenues, It is
true that legislation can remedy defects of this nature,
but action is usually deferred till the situation can no
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longer be ignotred, and then it may seriously disappoint
the reasonable expectations of those who have been
working under the former organization* These circum-
stances have provided the rationale of the consolidated
(i.c, aggregate and inclusive} fund, under which each
situation can be met as it arises,

We have already suggested some of the reasans which
dictated the recent changes in ocur financial system in
this State. Those changes have been helpful insofar as
they have (1) retained and even extended the oppor-
tunity of Parliament to consider the finances of the
several undertakings, (2) separated the gross operations
of the business undertakings from the ordinary govern-
mental accounts, thereby avoiding exaggerated impres-
sions of the cost of government, and (3) enabled the
public to have a better appreciation of the actual financial
results of the several undertakings.

The defects of separate funds and assigned revenues
have already been mentioned, though many people, look-
ing at the intransigeance of political party-ism, will find
it in their hearts to excuse them. In any cvent, it is
suggested that the net results of the working of the
various separate Undertakings should be tied into the
general Budget, and a definite policy laid down for deal-
ing with their deficits. At present thesc appear in the
balance sheet showing the ledger balances of the various
accounts as “Advances for departmental working ac-
counts and other purposes, and advances to be recov-

..* It must be remembered that it has anly been possible to give
iltusirations of the practice of assigring revenues to specific_objects.
Twao :".the;- instances are worthy of mencion,  The Family Endewment
Tax is a direct tax in no way different from an Incowne tax, The
broceeds from the tax however are nnt paid into the Consolidated
Revenue Fund, but into the Special Deposits Account where they are
ear-ruarked €or endowment, The Unaemploymenz Relief Tax ig simi-
larty treated. TIn each of these caszes payments are made withoat
Parliamentary appropriation, See p. 109 for a description of the
Special Deposits Account.
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ered.” In the case of the railways, the deficit is likely
to reach such proportions as to make its recovery from
railway earnings uncertain. There seems no escape {rom
the necessity of providing for these deficits in abnormai
times from general revenue. But the provision cannot
be made during the year in which the deficit oceurs.
It will have to be taken into the Consolidated Revenuc
Accounts in the succeeding vear, a method which wili,
of course, he distasteful to Treasurers.

Our criticism of the existing system must not be taken
as supporting any desire to destroy the manifest advant-
ages of accurate accounting which have accrued. Rather
do we wish to see the reforms carried a step further.
It is reasonable to expect that somewhere in the public
accaunts of the Treasurer a place should be found for an
aggregate statement of the whole of the financial trans-
actions of the State, from which could be ascertained
the improvement or tetrogression in the position as a
whole. It would be purely a matter of collation of the
total results from each of the accounts.

The information s available, but only an intimate
knowledge of the whole financial machinery of govern-
ment enables one to bring it together in aggregate
form.
Hitherto we have been dealing with funds, each of
which has its appropriate accounts. There may be a
number of accounts in connection with each fund. But
in addition to these there are other Accounts kept at
the Treasury distinct from the funds which we have
been discussing.  Some of them have considerable sums
to their credit, as will be seen from a perusal of the
Treasury cash balances.

In the Audit Act provision is made for the most im-
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portant of these accounts, the Special Deposits Account,
and the Trust Account. “Special Deposits Account”
means an account relating to sums held by or deposited
with the Treasurer for store accounts, advance accounts,
and moneys (not included in the Consolidated Revenue,
General Loan, or Trust Account) which the Treasurer
directs to be carried to the Special Deposits Account,
“Trust Account” means an account of funds of which
the Treasurer is by statutory abligation a trustee and
custodian, and of monevs that have been placed {o the
credit of the trust fund under the Audit Act 1898, or
the Audit Act 1870, and of moneys directed to be paid
inty that account by the Audit Act 1go2. In practice
the trust funds are not kept separately, but are included
in the Special Deposits Account,

There is no provision for Parliament to make annual
appropriations from this account, its control heing
limited 1o establishing the nature of the receipts and
payments to any account, the direction to open such ac-
counts, or the authority to the Treasurer to make such
directions,

In his report upon the 1929-30 public accounts, the
“"\uditor General has classified the Treasury's liability
m connection with Special Deposits as follows:—

Internal Liabitity ................ £3,014,4073
External Liability ................ 10,146,089
Advances by Commonwealth Go-
vernment ..........ee.,....., 9,595.528
Moneys of which the Treasurer is
aTrustee ... . v nes, 782,017
Total liability ............. £24,13%.039

By internal liability is meant an obligation for which the
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Treasury itself is responsible. For example, in this
classification are found all the working accounts of the
various departments, the funds of (he Government In-
surance Office, of the Main Roads Beard, suspense ac-
counts, departmenial accounts other than working
accounts and sa on. The funds in these accounts have
either been advanced by the Treasury, or are being used
for ordinary governmental purposes, and they are in-
cluded in Special Deposits Account for greater conveni-
ence. By external Hability §s meant a Jiability which
the Treasury is under to other institutions or persons
whose funds are tempararily deposited with the Treasury,
For example, in this category is included money at fixed
deposit or short call with the Treasury, eg., from the
Government Savings Bank, amounting in 1929-30 to
#6.000.000, from the State Superannuation Board, the
[iquor Compensation Fund, and so on. In these cases
the Treasury is simply the custodian of the {unds. The
Commonwealth Government advances are mainly in con-
nection with the setttement of soldiers and others on the
land, and are in this Account pending their final adjust-
ment.  The fourth classification iz self explanatory.

Tn addition to the Special Deposits Account there are
the special accounts aggregating at the same period,
£102,880. These are known in the Treasury as Supreme
Court Accounts and cover accounts of the Master in
Equity, Master in Lunacy, Public Trustee, Prothonotary,
and Registrar of Probates. They are on rather a dil-
ferent footing from the other accounts which we have
deseribed in that they are not an integral part of the
Treasury svstem. They form part of the Treasurer's
Genceral Banking Account, but are operated upon by the,
several departmental officers concerned without reference
to the Treasury.
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GENERAL BANKING ACCOUNT

All the moneys at the credit of the various funds which
we have described, and at the credit of the Special
Deposits Account and Special Account, and ot certain
other accounts, make up the Treasurer's General Bank-
ing Account. ¥ach fund or account has its own Banking
Account, but under the provisions of the Audit Act and
of the agreements made with the banks, the debits and
credits of these several accounts are balanced against
each other. When this is uaderstood, it will be casv
to appreciate why it is that the Treasurer can wait till
his major revenues are received, or may have even a
recurrence of deficits in Consclidated Revenue Account,
in the Railways Account, and an overdrawn General
Lean Accaunt of many millions, and vet be able to carry
on without accommeodation from the banks. He can do
so because he uscs the funds which are at the credit
of the Special Deposits Account and special accounts as
if they were a form of Treasury chest. In other words,
while these accounts are in credit, he can tun inlo over-
drafts on the others, This is not a new practice. [t has
been resorted to ever since funds of this nature were
available. DBut whereas in the ‘eighties the sums so
deposited were comparatively small, to-day they have
grown to such magnitude that they are a temptation to
Treasurers who preier to permit deficits on current re-
venue account to be carried over from year to year,
and to defer the flotation of loan moneys, rather than risk
unpopularity by insisting upon curtailing expenditure,
The use of these funds is especially objectionable in
regard to loan expenditure, to which we shall refer later.
But it s open to general criticism upon the ground that
it is opposed to the provisions of the Audit Act. Under
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Sec. 37 (i) no moneys may be drawn from the Special
Deposits Account except for the purposes of the account.
Ever since thai scction has been in existence, it has
been violated in spirit if not in actual fact. Successive
Treasurers whilst not actually withdrawing funds from
the Special Deposit Account, have used them to ofl-set
overdrafts on other accounts.

At 3oth June, 1930, the debit balance on the whole of
the Treasurer’s accounts was £2,055,199—thereby show-
ing conclusively that the whole of the funds in the
Special Accounts and the Special Deposits Accounts had
been off-set against overdrafts in the other accounts of
the Treasurer. Seeing that the account 13 operated upon
without parliamentary appropriation the pesition thus
evidenced cannot be lightly disregarded.

What then is the justification for it? It must be re-
membered that upon the bulk of these funds the Trea-
sury is paving interest. And this is a case where the
Treasurer can dictate what rate he will pay. The
Government Savings Bank is allowed from 2 per cent
to § per cent for its deposits, the Public Trustee 3 per
cent, the Ligquor Compensation Fund 5 per cent. In
sotie cases the rates are higher, in others they are much
lower, while apon certain funds no interest at all is
aflowed. Tf the Treasurer pays interest upon these
funds, and at the same time, is required to borrow to
finance his ather accounts which might need assistance,
then the State would he payving interest unnecessarily.,

Naturally the Treasurer wishes to avoid this. Ac-
cordinglv he justifies the use of the funds on at least two
good grounds, It obviates recourse to the loan market,
and this is very important if the interest rate is un-
favourahle. And he can point to the substantial saving
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to taxpayers because he gets accommodation at a cost
which is less than would be paid on long-dated loans.

Except in times of financial stringency, these argu-
ments may be conclusive. For in the event of any heavy
demands upon the account, the Treasurer could at once
float a loan and so re-imburse the Special Deposits Ac-
count. In existing circumstances, however, the wisdom
as well as the expediency of the system is being tested,
and it may he desirable to give consideration to regulat-
ing the manner and extent of the Treasurer's use of
funds for which he is a trustee, or in respect of which
he occupies a position analogous to that of a banker.* In
the latter case he has the privilege of using the funds
for the purposes of his general finance: in the former, he
is under an obligation to protect them by the provision
of adequate reserves to meet contingencies.

In successive reports of the Auditor General attention
has been drawn to the problem, and warnings have been
given. Handled discreetly, the present system may con-
ceivably be justified for the reasons we have mentioned.
On the other hand, a point may be reached at which
the further use of these funds may be unsound. Banking
experience should be a guide in determining that point.
If it is generally appreciated that at the 3oth June 1930
the amount at the credit of the Special Deposits Account
Wwas more than the total collections credited to the Con-
solidated Revenue Fund for the same financial vear, then
the significance of the account in the total financial opera-
tions of the government will be better realized. Indeed
't would be possible for a Treasurer disposed to do so, to
use these funds in snch a way as to make a serious breach
n Parliament's control of the purse.

vi " The Giovernment Savings Bank crisis throws this contention into
vid relief.
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The Special Depasits (Industrial Undertakings) Act
1912 has already been referred to. From the account
constituted thereunder, the trading operations of certain
industrial and trading undertakings are financed. These
undertakings have a measure of financial autonomy, the
Treasury acting as banker for them. By amending
legislation in 1930, they have been required to pay
charges which are ordinarily borne by private concerns,
including audit fees, and income taxation.

As we are here dealing with Accounts it may be ap-
propriate at this stage to discuss the accounts in respect
of tenures under the Crown Lands Acts. These differ
from the tyvpes of accounts which we have been discuss-
ing in that they are personal accounts. Any receipts
in connection with them are credited to consolidated
revenue. They must also be distinguished from the
personal accounts of settlers under the Closer Settlement
Fund. It will be remembered that when we were ex-
plaining the sources of revenue of the State, we referred
to the sale of land on time payment, or conditional pur-
chase, as it is called, and to the annual rents due from
lessees under various tenures, such as perpetual leases,
hotmestead selectinns, homestead farms, western land
leases, and mining leases. There are nearly 200,000
persons who are either buying land by instalments or
who are paying rent for its use. The sums outstanding
on land being purchased amount to many millions of
pounds,

It would naturally occur to the casual inquirer that
these accounts would be kept in the Lands Department
which specializes in Lands matters, and is intimately
concerned with the protection of the Crown’s landed
capital. But he will be surprised to know that the ac-
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counts are kept in the Treasury, although most of the
action uecessary in regard to the purchasers and lessees
is taken in the Lands Department. All that the Treasury
does 1n connection with the collection of the accounts is
to prepare a list of all debtors in each Crown Land
Agent’s district, Thereupon the detailed work of col-
lectivn 1s undertaken by the Lands Department. If
purchasers want e¢xtensions, 1f the Crown decides to
cancel leases or sales (forfeiture, as it is called), or to
waive conditions which were originally imposed, then
the Minister of Lands takes whatever action he deems
suitable. The Treasury is not consulted in any way,
though it is advised by the Lands Department of any
action that is taken. In other words, the Treasury re-
cords the entries, but is not concerned with the details
of collection, or with the merits of any action which the
Lands Department takes.

It is obvious that this system has many disadvantages.
It all purchasers paid when their instalments were due,
or if rent was iorwarded promptly by lessces, ithe problem
oi collection would be simplified. But Crown debtors,
especially of the type we are considering, are not always
cager 1o pay. And since the State is anxious to keep
settlers on the land so that it may benefit by their pro-
ductive processes, it cannot always be severe with
defaulters, Consequently the work of following up
settlers in arrears is not simple. This work falls to the
Lands Department to do. But before it can act it has
o go to the Treasury to find out which settlers have
Paid. If the Lands Department kept its own set of
atcounts, there would be complaint of duplication of
work. It is not sufficiently appreciated that there is, at
present, considerable waste of time, as well as duplication
ol effory, in that the Lands Department has to keep
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notations of the state of each settler's account in its
office, in order that it can determine what “follow-up”
1S necessary.

It seems quite clear that these accounts should be
transferred to the Lands Department. If the Treasury
demanded that its approval should be obtained to any
waiver or reduction of a settler's debt, then it could
urge that it was safe-guarding the State’s revenue. But
it does not. On the other hand, the Lands Department
is in a much better position to take effective action in
every case, and settlers would not be embarrassed by
having to deal with two departments. Now that the
Lands Department has been made responsible for closer
and soldier Settlement, the ordinary conditional pur-
chase and lease accounts should also be transferred.
Rut here again, another case of divided responsibility
appears. The Lands Department does not deal with
all closer or soldier settlement. Where irrigation areas
have Deen developed, the settlement of all persons, in-
cluding saldiers, in those areas is under the jurisdiction
of the Water Conservation and Irrigation Commission,
which also keeps the personal accounts of the settlers.
Itrigation areas are under the oversight of the Alnister
of Agriculture, and not the Minister of Lands. In other
words, there are three different ministers and depart-
ments dealing with the collection of accounts irom
settlers on the land.

. . . .

In recent vears, frequent suggestions have been made
that the simple receipts and disbursements system of
recording the financial transactions of the State, which
we adopted in 18935, should be abandoned in favour of
approved commercial methods of income and expenditure
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accounts. The accounts of the several business, indus-
trial and trading undertakings have now been reorganized
on this basis. There are, however, difficulties in the
way of adapting the accrual system, as it is called, to
the ordinary governmental accounts. The purpose of
any system of accounts is to provide the person examin-
ing a business with a picture of its condition. Only the
accrual system will give him a complete view of all his
carnings and expenses. The present system of keeping
the Government accounts provides the Treasurer with
mformation of his revenue, and of his unexpendcd appro-
pratious, but it does wot tell him what his outstanding
claims are,

English opinion is on the whole unfavourable to any
change jrom the simple receipts and disbursements
s¥stem, Uniy money actually received at the close of
the financial year is credited to that year, and only
claims actually paid are debited against it. What is not
coliected or paid in one year will be accounted for in the
Hext,  Gencerally speaking it is felt that these amounts
are trifling, and that the “superior simplicity of the cash
account 1s not counterbalanced by any serious want of
dccuracy,”  For ordinary government accounts are
mainly “running revenue accounts that can be {airly
Tepresented by payments and receipts.” Nevertheless, in
view of the charges of misstatements of the true position
“t the government accounts which have sometimes been
made in this State, an effort has been made to ascertain
the real result of any year's operations. This has been
done by providing a supplementary statement in the
budget speech which includes all the receipts and pay-
Wients for the two months iollowing the close of the
inancial vear, which are properly assignable to that
Year. This may not meet the wishes of those who place
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accuracy above simplicity, but it avoids the danger which
the alternative system ruas of delaying criticism of the
accounts until all interest in them has waned.* It is an
effective answer to the criticism, for example, that a
Government may influence its surplus or defeit by de-
laying 1ts collections or hastening tts paytnents.

When a change of ministry takes place, the retiring
Treasurer has to safeguard himself against subsequent
political charges that the accounts were not in the condi-
tion claimed by him when he left office. Accordingly
there is a practice of longstanding in this State in which
the incoming and the outgoing Treasurers each nominate
an accouniant who is not employed in the Public Service
to check and certify to the state of the accounts. These
accountants confine themselves to a comparison of the
figures established by the Auditor General's officers with
the entries contained 1 the books of the Treasury,
fur it would be too much to expect that they should them-
selves go through all the State’s transactions. They do
however make a physical and complete examination of
the securities held by the Treasury, which may be m
debentures, fixed deposits, war bonds, etc,

Allied to the question of keeping the State's accounts
on an income and expenditure basis, is the prablem of
preparing a national balance sheet. Although there 13
not the same advantage to the citizens in disclosing the
nature and condition of its capital assets as there is to the
sharcholders of a commercial enterprise, it i3 argued
that it is desirable to furnish a statement of government
assets with the annual accounts. To prepare such a
slatement would be very difficult. A moment's reflection

* [n France. where the aceorual gysiem is used, the accounta aré
kept open uatil all the transactions bhave been finalized. 1In practice
1heretore the Legislature does mot have an opportunity of discussiDf
the complele accounlts for a financial year until at least two years latern
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will convince us of the varied and valuable nature of the
capital assets which the State possesses, and of the possi-
bilities of loss and misuse of them. At present their care
15 distributed amongst the various departments and cor-
porate hodies. Is this system adequate? Under the
new system of accounting, many of the State’s agencies
will disclose in their annual balance sheets the nature and
value of the capital and plant used by them. But these
balance sheets only cover a fraction of the land, buildings,
plant, machinery, stores, and equipment possessed by
the State. The Auditor General and the Treasurer have
been concerned with the proper accounting for these
assets. They are convinced that the existing system
is inadequate. A simple but ineffective method of an
inventory is generally adopted. Amongst the sugges-
tions which have been made is that an Assets Office
should be created which should be responsible for the
proper care of all State property, but the question still
remains to engage the attention of some official con-
sumed with a passionate zeal for accuracy and order.



CHAPTER VI

HOW WE BORROW AND MANAGE OUR DEBT

N#arLy three generations of electors in the Common-
wealth of Australia have become familiar with the polit-
ical slogan—"a vigorous public works policy.” Spend-
ing is highly popular, and ever since the 'seventies of
last century when this special form of spending first cap-
tivated the electors, the politician whe promised to bor-
row for public works has been assured of the plaudits
oi the people. The vigour of the policy has been con-
ditioned by the willingness of other people to lend.
When it was first initiated, investors were as cager to
lend as paliticians te borrow. The “roads and bridges”
member of Parliament of the days before the creation of
country  Loeal Government authorities, depended for
election upon the number of public works in his district
which he could persuade ministers to undertake, Build-
ings sprang up, railwavs spread out, roads were coo-
structed, and water schemes were developed—the
produch of borrawed money lavishly spent,

The beom of the 'eighties was faollowed by the crisiz
of the 'nineties, and the closing years of the nime
teenth century saw the public works policy becoming
somewhat sluggish.  After the foundation of the Com-
monwealth it acquired new energv, and the political
fortunes of Labour became bound up with it. The waf
necessarily arrested the policy, but the post war years
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have been memorable for its frenzied revival. The war
did much more than destroy life and property. It un-
leashed desires and demolished traditional restraints in
governments as well as individuals. For the financial
year 1927-28, the scveral Auwstralian governments bor-
towed 76,056,544, of which £40,500,000 was new money,
while during 1930 maturing oans amounted to over
£112,000000. By an unhappy combination of circum-
stauces, confidence in the financial stability of the gov-
ernments was severely shaken in that year, and, as in
the ’nineties, overseas borrewing became virtually im-
possible.  Once again, the public works policy has lan-
guished, and in consequence unemployvment has zwollen
to abnormal praportions. It is outside the purpose of
this book to discuss the economics of borrowing, and
we reluctantly {urn to the less romantic but all-important
aubject of the way in which New South Wales has

floated its loans, and the nature of its existing public
debt.*

A Loax Act

An effective approach to our subject may be made
through a study of a Lean Act. This apparcntl) nno-
cent statute usually coutains not more than a dozen
sections, hut upon examination, it will be found to use
terms and to refer to other statutes which involve a
knowledge of the develupment of almost the whole of
our machinery for borrowing. It is an extremely inter-
esting evolution, but again we must content ourselves
with a study of those things ‘.\,]]]Ch are rele\ ant to an

* T“o reLent V\.orks h} Auqtralwans cover the ecniomlcs 'md pnl:tlcs
of borrowing, Dr (. 1. Wood's Borrewing and Buginess in Aus-
]‘]7'01‘0 1831, Oxford Universily Press. shows the reatious hetween
“”"J“lng and industrial depression. Professor E. Shann's Econopmic
slory of  Austraiia. 1931, Cambridge University Press. is more

ff;.;:al but it examines the influence ¢f boTrowing Upon OUr Gvergeas
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understanding of our present methods. Being a Loan
Act, its purpose 1s to authorize the government to bor-
row, and there is set out in detail the projects on which
the money is to be spent. Against each item is placed
the amount which may be spent upon 1it, e.g. Hospitals—
new buildings, improvements, and additions, £i00,000.
Railways—rolling stock, to meet additional traffic re-
quirements, including equipment of new lines; additions
to railway lines, stations, and buildings, and for other
purposes; aid towards equipment of refreshment rooms,
£2.,607,400.

The Act fixes the maximum sum which may be bor-
rowed, but the actual amount to be borrowed, the most
suitable time to launch the loan, the rate of interest to
be offered, and the period for which the money is re-
quired are all now matters for determination by the
Australian Loan Council constituted pnder the financial
agreement between the Commonwealth and the States
How the money is to he accounted for during the process
both of borrowing and spending is laid down in the Loan
Fund Amalgamation Act of 1879, and the Audit Act
1502, The form of security in which the loan may be
issued is restricted to debentures or stock, which may
now be sold not merely in London or New South Wales,
as until recently was the practice, but “in such country
or cities as the Governor may direct.”™ DBut since the
money market may not be favourable for the immediate
floating of the loan, power is given to the Governor 0
issue Treasury Bills to the total amount of the loan,
secured upon the Consolidated Revenue Fund. As this
action is a form of 'mticipation of the actual loan, the
currency of the Bills is limited to five years, before the
expiration of which it js C\pected they will be redeemed

S

* Of. the pronslcns of At.t ;\o 25 of 1926, N.5.W.
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by the loan. Treasury Bills of this type are part of the
floating debt, and therefore they are subject to special
conditions quite distinct from the funded or permanent
debt which is regulated by other Acts.

One of the most important sources from which the
Government expects to obtain suhscriptions to its loans
is from trustee investments. These are funds which
are held in trust for other persons or institutions, and by
virtue of the Trustce Act 1925 or other Acts or rules of
court, may only be invested in safe or “gilt-edged” secur-
ities.* The Loan Act accordingly declares the deben-
tures, stock, or Treasury Bills to be government secur-
ities in which trustees may invest, and in every pros-
pectus of a loan floated in England there is a clause
which certifies that the Goverament will comply with
English law so as to enable trustees there to invest
funds.

Until 1914 every Act permitting the raising of loans
prohibited paying more than four per cent intercst,
!Jut since it was difficult even then to induce overseas’
investors to lend at this rate, the Goavernment had
either to consent to pay more or go without a loan.
Cfmsequcntly, in current Loan Acts we find permission
given to pay interest at a rate in excess of four per cent.
Finally the Act provides for paying off the loan. This
may he done by establishing a sinking fund as required
by the financial agreement or, if that is insufficient be-
cause a long enough term may not be obtained from
mvestors, then a fresh loan may be raised and the pro-
ceeds used to pay it off. In this case the Acts dealing
with renewal or conversion of loans apply.

BT pp— G = e e e .
lo l‘]ﬂ N.SW. the most consistent subscribers o State loans raised
rally are the Government Savings Bank, trustee companies, insur-

asm-e and assurance companies, corporate bodies of the State, and the
uberannuation Beards,
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In the following pages we shall explain each of the
matters to which we have referred, though for conveni-
ence we shall vary the order in which we have mentioned
them.

1.—The Form of Security Issued for the Loan.
A, Funded Debt.

{a) Debentures,  From 1842 when the Government
of New South Wales first commenced borrowing until
1883, with one exception, loans were raised by the
issue of debentures. Thereafter there was no further
iwsue until the financial year 1gos-5 when they again came
into favour, and were regularly issued both in Londen
and in New South Wales untif the Commonwealth Loaa
Council assumed the duty of floating loans in 1920
Debentures are a form of bound with interest coupons
attached. They may be distinguished from stock by the
fuct that they may be transferred by mere delivery. I
other wards, they are negotiable instruments, just as
bauk notes are.  This makes them a convenient security
thowgh there is the disadvantage of the liability to loss
or theit. The numbers and amounts of debentures issued
are recorded, hut na npotation is made ai any dealings ia
them.  On maturity the kolder is entitled to be paid the
amount of the debenture on presenting it to the Bank
transacting the Government’s business in cither Sydney
or London. He is also entitled ta interest every six
months. 1le collects this from the bank by cutting off
from the debenture the coupon for the particular interest
payvment.

(b)Y Funded Stock. Under the provisions of the
Funded Stock Act 1873 the Government of New South
Wales was authorized toa horrow for certain public works
a sum of £509.780, and to create and issue funded stock
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as security therefor. Tt had to sell £530,18g worth of
stock in order to raise the first named sum and this stock
is the oaly funded stock shown in the public debt state-
ment under that name. I is similar in nature to Finglish
“Cansols” in that there is no obligation to repay the
principal.  All that the hokler of the stock may claim is
his interest at the rate of four per cent pavable quarterly.
It is the one form of interminable stock which this state
has issued. Transfer of ownership is effected by making
dehit and credit entries in the stock-holders accounts in
the share registers kept at the Treasury. The form of
transfer or deed under which the transfer is effected must
be executed by the transferor and accepted by the trans-
ferec, or by their lawful attorneys, who, in the case of
corporate bodies or limited companies must be appointed
under seal, and the power of attorney attested by two
witnesses. '

(c) Other Funded Stock. Under other Acts passed
1 1892, 1804, 1895, 1896 and 1897 the Government was
authorized to create and issue funded stock in respect of
loans raised locally. These Acts were a reflection of
the shyness of London investors whao were disturhed by
the financial erisis through which the State was passing.
The stock so issued was different from the funded stock
just described in that part had a “fixed” currency, and
Part a4 currency of 20 years, which part was then redeem-
able on giving twelve months' notice. This stock had
acthing to distinguish it except in name from what is
aow known as “inscribed” stock, that is, ownership was
evidenced by registration of the stock in the books of
the Treasury, and transfer might be made only by a
wrmoof transfer or deed executed by the stackholder or
transferor personally in the books of the Funded Stock
Office at the Treasury, or by his lawful attorney.
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Holders of stock were given certificates, but these were
only a form of acknowledgment signed by the Treasurer,
and could not be used as a negotiable instrument. Of
that portien of the stock issued under the Acts men-
tioned which had a fixed currency, i.e. redeemable at a
fixed date, part has been redeemed, and part has been
renewed in terms of the Inscribed Stock (Issue and
Renewals) Act 1912, The portion however which is re-
deemable at government option, i.e. on giving notice, i3
still current (with the exception of stock issued under
the 18g2 act) and is known as the 3 per ceat and 33 per
cent Government Option Stock. There is little likeli-
hood of the Government exercising its option of redemp-
tion, unless the current market interest rate falls to the
level of the interest carried by those stocks,

(d} Inscribed Stock. This sccurity takes its name
from the fact that the amount of the stock and the name
of the holder are inscribed or written in stock registers
kept for the purpose in London and Sydney. The con-
ditions under which the Colonial governments might
create and issue Inscribed Stock in London were defined
by the (hnperial) Colonial Stock Act 1877 since repealed
by the Colenial Stock Act 1900. Provision was made for
the keeping of stock registers in the United Kingdom,
far the inscription and transfer of Colonial stock form-
ing part of the public debt of that colony by some bank,
Cotonial officer, or person (called a Registrar). Stack so0
created is liable ta English stamp duty. Every docu-
ment counected with stock transactions must have
printed upon it a distinet intimation that no liability,
direct or indirect, is incurred by the British Government
in respect of such stock, unless the loan is under Im-
perial guarantee,
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In pursuance of the Act of 1877, the Inscribed Stock
Act 1883 was passed by the N.S.W. legislature. This
Act has been consolidated by the Inscribed Stock Act
1902, which, subject to certain amendments, gaverns the
procedure for the raising of loans in London. Power is
given to enter into an agreement with any bank in Lon-
don to act as Registrar of the stock; to conduct all the
business of inscribing, converting, transferring, or other-
wise dealing with the stock; and to pay the interest as it
falls due. Such agreements have been made with the
Bank of England, and with the Westminster Bank I.td.
The Bank of England charges a quarter per cent per
£100 of stock on all loan issues, and £330 per million per
annum for the inscription and management of the stock.
It is only concerned with old issues. The Westminster
Bank Limited charges one quarter per cent and £150 per
million for similar services, and has in recent vears heen
conducting all the London husiness for the State. These
expenses form a fixed charge upon the Consolidated
Revenue Tund. Two or more persons of whom the
Agent General is one. act as agents in London for the
purpose of the Act and other persons may he appointed
lo acl as commissioners to accept transfers of and deal
with stock inscribed on the London register, for the
purpose of enabling people in New South Wales to hold
stock in London.  Stock raised under this Act is known
as “New South Wales Stock.”

Title to the Stock is established by the inscription of
the owner’s name on the hooks of the Bank. Holders are
given a certificate, as in the case of the other stock we
have described, and transfer is effected in a similar man-
ner, i.e. by debiting the account of the transferor in the
stock register, and crediting that of the transferee. In
the case of new ownership a fresh account is opened in
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the name of the transferee. In every case the trans-
actions are made in person or hy duly appointed attor-
neys. Interest is paid by warrant half yearly. Until
1014 interest was limited to four per cent.

The issue of inscribed stock in New South Wales is
governed hy the provisions of the Funded Stock Act
1892, and the regulations issued under the Inscribed
Stock (Issue and Renewals) Act 1g12. In Sydney the
work of inscription and management including the pre-
paration of interest warrants is discharged hy the Regis-
trar of Funded Stock at the Treasury. All the documents
ta be used, and the procedure to be followerd in respect
of transactions in the stock are prescribed by regulation,
but. in geuncral, the principles which we have stated in
regard to the stock inscribed in the London registers
apply to New South Wales.

(e) Gold Bonds. In 1926 various circumstances com-
bined to make it difficult for New Sauth Wales 1o raise
further loans in London, As money was urgently nceded,
it was decided to explore the possibilities of New York.
Canceding the terms demanded, the State was able to
raize two leans in 1927, Next vear the Commonwealth
Loan Council floated ancther loan on behalf of the State
on rather hetter terms.  Though the security issued is
known as “Gold Bonds™ to meet the practice of the New
York stock market these honds are in no wise different
from our dehentures, or irom the much more familiar
Commonwezlth honds.  They have interest coupons
attached, and are transferable by deliverv. The technical
description of the first loan raised iz “State of New
South Wales External thirtv-vear 3 per cent Sinking
Fund Gold Bonds.” The loan raised for this State by the
Commonwealth is known as “Commenwealth of Austra-
lia 4% per cent Gold Bonds External Loan of 1928 The
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1927 loans were raised under conditions which required
that principal and interest would be paid in New York
in United States gold coin of the standard of weight and
fineness when the loan was issued, without any deduction
for any present or future taxes levied or collected by or
within the State of New South Wales or the Common-
wealth of Australia or any political subdivision or taxing
authority thereof, at the office of the Equitable Trust
Companv of New York, which acted as the agent of the
State in the matter.

A sinking fund was required sufficient to retire at

least one half of the bonds at maturity. These would be
retired by purchase on the market at par, plus accrued
interest. If it was not possible to obtain the Bonds by
purchase, then by annual drawings after 30 days notice.
Principal and interest of the 1928 issue are also payable
in gold coin in New York., But at the option of the
Ccmmonwealth the whole or part of the loan may be
redeemed upon 60 days’ notice on any interest payment
date, at par and accrued interest, or it may await matur-
ity in 1956.
() Treasury Bills. This form of security must be dis-
tm.guished from the English Treasury Bills which are
akin to the ordinary commercial bill of exchange. Nor
must they be confused with the Treasury Bills now
tssued hy the Commonwealth Loan Council. The New
South Wales Treasury Bills are blood relations to the
English Exchequer Bills. In form and wording they are
sitnilar to our debentures, though no interest coupons are
Rttashed. They are transferable by delivery.

W hen they were first used in this State in 183g and
1890 it was for the purpose of making good a deficiency
n the Consolidated Revenue Fund. These Bills were
not issued to the public, but were used as security for
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trust funds in the hands of the Government upon which
it had drawn to fAinance its operations. In other words
instead of the trust funds having cash to their credit,
they had Treasury Bills as security for their cash, In
such cases the issue of the Treasury Bills did not increase
the State’s indebtedness nor entail any additional interest
charge, for the State was already paying interest upon
the trust funds which it had used.

The possibilities of Treasury Bills however, were being
realized, and by reason of the unfavourable condition of
the London money market, they were next used fot
short-term financing of loan services. Under an Act of
1891, several issues of Bills were made during 1892-]
and werc placed on the market in London and Sydney.
Their currency varied between two and four years. In
1902 a general Act was passed to enable Treasury Bills
to be issued for the carrying out of public works. Their
currency was not to exceed seven years, and they car-
ried interest not exceeding four per cent payable half
vearly. TUnti! 1920 they had to be signed personally by
the Treasurer, the Auditor General and such other per-
son or persons as the Gavernor might direct. By an
amending Act of 1920, however, the labour and expens¢
of this method were eliminated and the signatures which
appear on the Bills are affixed by engraving, lithography,
or any other mechanical process. Apart from the general
permission to issue Treasury Bills, the various loan Acts
allow leans to be anticipated by the issue of Treasury
Bills.

Treasury Bills represent an attempt on the part of the
Government to avoid the natural checks which the
money market exerts on public borrowing. It is not
alwavs possible for the Government to postpone borrow-
ing, and vet, if the money market is disturbed, the flota-
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tion of a loan might derange it still further, or the terms
on which it may secure the loan might be too onerous
to accept. In these circumstances the issue of Treasury
Bills may be excused.* But our practice has degener-
ated into a vice, for we have made it a regular policy to
commence public works without having made any satis-
factory arrangements for the flotation of loans to finance
them. While the money market was easy, there was
litle difficulty in retiring the Bills by the proceeds of
suhsequent long-dated loans, but as soon as any strain
was felt, we were faced with the fact that we had over-
drawn the loan fund by many millions, and were unable
to raise loans to retire the Bills. In this case the Con-
solidated Revenue Fund bears the obligation, or the Bills
have 1o be renewed.

. -

With these forms of stock we complete the description
of the funded debt of the State, but we have not ex-
lausted the ways in which borrowing may be effected.
It may be mentioned however that under the financial
agrecement between the Commonwealth and the States,
the Commonwecalth Loan Council now conducts all the
operations for raising loans for New South Wales and
the other States. Such loans take the form of Com-
Mmoawealth inscribed stock or bonds in Australia, and
registered stock or bonds in London. But until such
time as the loans raised by New South Wales before the
agreement are repaid or converted, the various securities
which we have described will remain, and transactions
m them will have to be managed by the agencies
referred to.

* It may be mentioned that it is often an easy matter to get short

Ia‘i_ra’:'i’-lam'-‘ney. although there may be no supply of long dated money
€.
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B. Floating Debt.

(a) Ministerial Certificates. This form of debt 1is
similar to a Treasury Bill, in that the certificates have 2
fixed currency, and it was the intention to retire them
by the proceeds of sales of land. They have been issued
by the Minister of Lands, usually in connection with the
purchase of land for closer settlement, and their cur-
rency was calcuiated so that by the time the land had
been subdivided and sold, there would be sufficient funds
in hand to redeetn them. It was thus expected that an
addition to the public debt might be avoided. In prac-
tice these realizations have not always been fulfilled, and
in consequence, upon maturity they have been con-
verted into other forms of stock. They are bearer bonds
transferable by delivery.

(BY Owerdrafts and Advances. Other forms of float-
ing debt include overdrafts at the bank. This 1s per-
mitted by the Aundit Act and has occasionally to be
resorted to. But, as we have seen in the preceding chap-
ter, the Treasurer is entitled under the agreement with
the hanks to treat all the accounts as a single fund. By
reason of the large sums which are at the credit of the
Special Deposits Account or special accounts upon the
cash balances of which the Treasurer may operate at
any time, bank overdraits are replaced by advances from
these accounts. The advances are recouped when neces-
sary by the issue of Treasury Bills, or by the proceeds
of long dated loans. But while they exist, they form
part of the floating debt of the State. For the financial
yvear ended joth June 1930 the General Loan Fund had
an overdraft of £13,600,000 all of which had been advanced
from the general banking account of the Treasurer. This
overdraft is euphemistically referred to as “Arrears of
Borrowing”—a vivid reflection of our methods of finance.



HOW WE BORROW AND MANAGE OUR DEBT 133

Advances by the Commonwealth Government are on
a different footing. The most important of these are in
connection with the settlement of returned soldiers, and
the question of repayment has yet to be decided.

(c) Commonwealih Treasury Bills, These are another
form of the floating debt of the State. The provisions of
the financial agrecment require that if the State borrows
within its own territory from the publie, any securities
which are issued in respect of such loans must he Com-
monweaith securities approved by the Loan Council.
Accordingly when the State secures temporary advances
irem the banks, it cannot issue its own Treasury Bills,
but must obtain Commonwealth Bills, In these cases,
the Treasury makes application to the Lean Council,
and if its request is granted, the Secretary of the Loan
Ceamedl signs Commonmwealth Treasury Bills. These are
issued to the Registrar of Funded Stock at the State
Treasury, who {or this purpose is a Commonwealth
Cificer. He deposits the Bills with the bank as cover
ior the advance in an account called the “Commonwealth
Public Moneys Account, State Loans.” and from the
advance which the hank makes against them, draws a
cheque for such amount as is required by the State and
pays it into the Colonial Treasurer's Consolidated Rev-
erue Account, or ather account which needs funds.
~amctimes the hank wilt discount these Bills with other
Lanks. or with the Commonwealth Bank. The Bills
usually have a currency of one month, though they may
ta for a longer pericd. Upon maturity, they are re-
deemable at the Commonwealth Bank.

(d) Contingent Liabilities. TUnder the Transport Act
we noticed that loans of the Transport Trust were se-
cared on the income of the trust, but interest and prin-
cipal were guaranteed by the State. Similarly in con-
nection with some local works undertaken by municipal
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or other authorities, the guarantee of the State is some-
times given in order that the loans required for the
works may be raised at reasonable rates of interest, eg.
the loan raised by Sutherland Shire to construct the
George's River Bridge. The liability in these cases is
small, but it must be remembered when considering the
finarcial position of the State.

2. How Loans Are Raised.

The frequency with which the Commonwealth Gov-
ernment has placed loans on the local market since the
war has familiarized us with the general features of bor-
rowing procedure. A prospectus is issued by the Com-
monwealth Treasurer stating the abjects for which the
money is required, the rates of interest to be offered, the
purchase price of the stock or bonds, the terms and con-
ditions under which subscriptions will be received. The
Government is bound by the terms of its prospectus in
just the same way as a commercial concern is when it
invites investors to take up shares or debentures in 3
company. HBut the procedure which the Government fol-
lows is not fortuitons. It is all meticulously prescribed
by regulations issued under the authority of various Acts
of Parliament. All foans raised since the signing and
ratification of the financial agreement are arranged
under Commonwealth regulations. But since we have
described the nature of the existing securities held by
persons who have lent meney to the State of New South
Wales, it may be of interest to explain how we set about
persuading them to do so.

The London money market was the principal source
from which New South Wales drew its loans until 1900
Since then, an increasing amount of loan money has bee?
raised locally. In 1930 very nearly 4o per cent of the
total public debt had been raised in Australia. Only 2
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small fraction of the deht is registered in New York.
The place in which the loan is raised is determined by
many considerations, including the favourable state of
the money market, the nature of the loan to he floated,
and the objects to which the proceeds are to be applied.
For instance, a crisis in London might make New York
more suitable, while a loan for assistance to rural indus-
fries in the State might meet with more sympathy locally
than elscwhere. On the other hand, the urgency of pro-
viding fupds in London to meet commitments, might
dictate the desirability of raising a loan there rather than
in Awstralia. Generally however lower rates of interest
are obtainable in London than locally.

{a) London Loans. The authority to raise loans in
London is provided, as we have seen. mainly by the
Tnseribed Stack Act 1902, which consclidated the earlier
Acts dealing with the question. We will assume that
the Government has “sounded” the London market and
finds it favourahle to the raising of a lnan. Its first step,
then, is to obtain an Order in Council. Accordingly. a
Minute is prepared by the Colomial Treasurer recom-
mending the sum to he raised under the authority of
some loan Act, and the terms and conditions to be
offered. He nominates the Westminster Bank, Limited,
London, tn float and inscribe the loan. under directions
from the Agent General. When this is approved by the
G“\'ermr and the Fxecutive Council, it becomes an Qrder
m Council. The terms of the order are then communi-
‘fated 1o the Agent General in London, wha, in associa-
ton with the other agents appointed under the 1902
Act. makes a declaration required by the (Tmperial)
Colanial Stock Act. 1900. This is lodged with the Inland
Revenne Commissioners of the United Kingdom, who

calculate the amount of stamp duty to be charged on the
K
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stock to be sold. Our government compounds this pay-
ment in order to allow all suhscriptions and transfers of
stock to be made duty free to holders. The declaration
authorizes the loan to he inscribed in accordance with the
provisions of the Act of 1goo, and declares that the
revenues of New South Wales, and not those of the
United Kingdom, are alone liable for the pavment of the
stock and dividends (interest) thereon. But in addition
to this, a further declaration formerly known as a Deed
Poll, is also subscribed by the Agent General and his co-
agents, which re-capitulates and amplifies the inform-
ation contained in the first declaration. The purpose of
this second declaration is to assure investors of the fact
that the agents are acting under the authority of the
State Government, and therefore of the authenticity of
the loan prospectus. Immediately after the Order in
Council is signed in Sydney. a prospectus of the loan is
issued in London. This is essential to prevent speculi-
tors in colonial securities operating upon them in the
light of rumours of proposed loans. The declarations to
which we have referred are signed some Iittle time later.

The prospectus which is issued by the Westminster
Bank Limited gives particulars of the loan and the terms
and conditions under which subscriptions will be re-
ceived.* Fach applicant must lodge a deposit of five

* Huvery prospectus containg a guarantee that “the Government of
New Snuth Wales will cnmply with the reguirements of the Cnlonial
Stock Act. 1900, in order that trusteps mayv invest In this Stock
subicct to the provislnns set forth in the Trustee Act 1%25."

These canditirng are (1) the colony shall provide by legialation fﬂ’f
the pavment »ut nf the revenues nf ihe colony of any sums which ma¥
herome navahle to stockholders, under any judgment. decree. rule: 01:
order aof a Tourt in the UTnited Kingdom. (23}, the rolony shall Fé}*-l-“f-‘
the Treasury that adequate funds (as amd when required) will be
made available In the T'nited Kinednm to meet any such judgment.
decroe. rude. or order. {2}, The Cnolonial Government shall place B
reenrd a formal exvression of their apininn that any eolonial legisiA-
tinn which anpears ta the imperial (lovernment to alter any of the
nrovizions affecting the stock fo the injury of the stockholders, or @
invalve a departure from the origingl centract in regard to the atock
would properly be dizallowed. '
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pounds per cent on the amount applied for, and it is
usual to allow the balance to be paid for in three other
instalments. If a subscriber immediately pays in full a
discount is allowed. [f a loan is oversubscribed, propor-
tionate allotments are made. Stock is inscribed by the
Westminster Bank Limited in its capacity as registrar,
and the cost of fotation, including stamp duty, broker-
age, bank Commission, and other expenses charged
against the proceeds of the loan. In the case of the
issue of debenmtures a similar procedure is followed.
Debentures are usually issued in denominations of £100,
£500 and £1000.

When Treasury Bills are issued in London, there is
no need to issue a prospectus. Sometimes the Bills are
underwritten by the bank, and sometimes they are of-
fered for tender. 1n the latter case, the highest tenderers
are usually given preference, and those unsuccessiul have
their deposits returned to them,

(b) New York Loans. The procedure in the case of
New York Loans is similar to that which we have de-
scribed, though in this case, of course, the Imperial Act
of 1600 has no application. But an agreement is made
between this State and some American institution such as
at investment trust, or a bank, or a firm of stock brokers
1o act as fiscal agents for our Government in New York.
These fiscal agents take the place of the Westminster
Bank in London, although this important difference
might be noted. Whereas the greater part of British
loans are taken up by financial houses or underwriters
and later sold to the public, in New York our loans are
13sued direct to the public. Afler the sale of the bonds,
the fiscal agents manage the business relating to the
loan, including the payment of the half-yearly interest,
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and the investment of the sinking fund, for which they
reccive certain iees and commission. There is no inscrip-
tiun or registration of stock, since the bonds which are
issued are merely bearer bonds, In the case of New
York toans, the prospectus is supported by very detm[ed
information showing the nature of the government of
New south Wales, its wealih, resources, and condition
ol its finances.*

{¢) Local Loans. In the case of loans floated in New
South Wales the authority of an Urder in Council has
also to be obtained. The Treasurer then advertises the
loan in the Government Gazette, and public press, giving
all the particulars which are ordinarily contained in the
prospectus we have discussed. Inscribed stock, deben-
tures and Treasury bills are usually sold at the
Ireasury.

3. The Effect of the Financial Agreement upon Bor-
rowing.

In 1927 an agreement was conciuded between the
Commonwealth and the States which determined their
financial relations. The agreement covered

(1) an alternative arrangement to the system of per
capita payments provided by the Surplus Rev-
enue Act 1910,

(2) the creation of an Australian Loan Council i¢
co-ordinate and control borrowing,

(3) the prowszon of a sinking iund in respect of the

————

ve to the various declarations, agreomcms prospectuses,
alements My most easily be made in the annual repords 9
the Lnder Secretary of the Treasury of New South Wales to Par-
tinment showing the particulars of Inscribed Stock and Debentur®s
issued by (he government.  The 1328 report containg the American
documents, and that of 1928 those relating to issues by the Coinmai-
wealth Ioan Council on kehalf of the State.
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public debts of the Commmonwealth and the
States, and

(4) the Hability of the Commonwealth to the States
in regard 1o transferred properiies.

The terms of the agreement were ratilied in this State
by the Financial Agreement Katification Act 1928, and
on 17th November 1928 an amendment of the Federal
Lonstitution was approved by popular referendum to
enable the Federal Parliament to validate the agreement.
The amendment to the Constitution is incorporated as
seciion 105a.

As a result of the agreement and the several legisla-
tive measures which have been passed, all berrowings
by the Commonwealth and the States are supervised by
the Loan Council comprising one minister representing
each of the seven governments of the Commonwealth,
though the Commonweaith Government has two votes
and a casting vote. The Council determines the amounts
which may be borrowed, the rates of interest, and the
conditions of flotation. Each government submits its
programme and this is reviewed by the Loan Council, If
ggreement is reached, the Council arranges to launch
the loans at suitable times. If there is disagreement,
then the Commonwealth is entitled to one-fifth of the
total amount raised by loan, and the States to a propor-
tion of the remainder in the ratio of their respective net
loan expenditures to the total loan expenditures of the
States in the preceding five years.

After the Loan Council makes the decisions, the
rrangements for borrowing are made by the Common-
weaith Government, and not by the separate States. In
tonsequence all new loans, or conversions, renewals, re-
demptions, and consolidations of existing loans of all the
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States and the Federal Government are now raised
through the Federal Treasurer.

With the unanimous approval of the l.oan Council, a
State may be permitted to borrow in its own name out-
side Australia, but such a loan will be guaranteed by
the Commonwealth, Similarly, a State or the Common-
wealth may borrow within its own territory from any
Government institution, or may use any available public
moneys for any purpose (e.g. funds in Special Deposits
Account 1o which we have referred in the previous chap-
ter), but in these cases the securities which are issued to
the institution or the account must be Commonwealth
Securities. These securities are signed by the Federal
Treasurer not in his capacity as Treasurer of the Com-
monwealth Government, but as Chairman of the Loan
Council, and are redeemable at the Commonwealth Bank.

Ii therefore we want to trace the steps which New
South Wales now has to take to borrow we shall find
that they include

(1) a statement of its requirements to the Loan
Council,

{2) the approval of that body,

(3) authority from the New South Wales Legisla-
ture in the form of a loan Act to borrow,

(4) the raising of the loan by the Commonwealth,

(5) a New South \ales Executive Council order
empowering the Treasurer of New South Wales
to issue stock in the name of the Commonwealth
Government for the share of the loan to which
this State is entitled, and

{6) the inscription of the stock in the books of the
Commonwealth Bank.
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Instead therefore of the States acting through their
respective hanking agents, fiscal agents, Agents-General,
and registrars of funded stock, the Commonwealth Bank
in Australia and London and the High Commissioner will
act. Otherwise the procedure which we have outlined
before will remain unchanged.

Underwriting and Interest

We have referred to the underwriting of loans. This
is a procedure which is sometitnes adopted in order to
ensure that the loan will be successful. Instead of hav-
ng 1o depend upon the hazard of public subscriptions
which will reflect the confidence of investors, or the
popularity of the horrower, a bank or a firm of stock
brokers will take up the whole of the loan at an agreed
price.  Or they mav agree to take up only so much as
is not subscribed by the public. The underwriters merely
iold the loan until thev can “unload” it on the money
market, and if it sells immediately at par or at a pre-
mium, then they make their profits on the transactions in
the stock, TIf as sometimes happens it sells at a discount,
then the underwriters may sustain a loss, or may be
compelied to hold the stock for some tinre until con-
ditions hecome more favourable.

Let us assume that the Government decides to issue
Treasury bills and to invite tenders for them. If the
rate of interest fixed for the hills is 6 per cent and the
current market rate is 5} per cent the tenderer will
probably be willing to offer more than f1oo for £100
tace value of stock. If the current rate of interest is
ahove the rate which the government is offering, then
the tenderer will offer less than £100 for that amount of
Sm?k: In this case the stock is at a discount. In
deciding what he will offer for stock, the tenderer con-
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siders the current rate of interest, the rate offered for
the stock, the duration of the loan, and the return which
he will receive fram his investment. In the case of the
first New York loans to which we have referred, the
loan was offered at a price of 964 dollars for 100 dollars
worth of stock, with interest at the rate of 5 per cent.
The actual interest return to investors at this rate was
5.25 per cent. When all the costs of flotation were taken
int acenunt, the interest cost to the State was much
more than this. But the loan was issued at a discount
and at a nominal rate of 5§ per cent interest in order to
ensure its successful flotation, and at the same time to
preserve the appearance of paying a reasonable rate of
interest,

A little consideration of this practice, however, will
show how costly it is. and how it increases the dead-
weight of debt. Atlthough the Government has to repay
at par, the amount of the discaunt is not charged against
revenue. but is debited against the General loan Fund.
as are also all the expenses of floating the loan, including
hrokerage. underwriting. and printing. The cost of man-
agement o the loan after Alotation, however, Is charged
against revenue, ic. it is borne by the Consohdated
Revenue Fund.*

If loans are renewed instead of heing repaid, the dead
weight of debt is further increased. For example, sup-
pose we float a loan of £1,000,000 at g8, and renew it three
times at the same discount, which is not unusual. The
actual proceeds of the first loan would be £9Bo.c00 from
which would be deducted the costs of flotation mentioned
which mav amount to about £18000. Yet at the third

renew 11 we should have to add £60.000 for discount, and

e por @ slatement of the cost of ﬂnahng loans FI_PP. The Oﬂio(al Y"’“r
Book of New South Wales, sub noming “Public Finance.”



HOW WE BORROW AND MANAGE OUR DEBT 143

maore than f50,000 for expenses, which would make the
original loan of £1,000,000 now amount to £1,110,000.

4. State Sinking Funds Prior to 1929.

The adversity which followed upon the borrowing

hoom of the ’seventies and ’eighties produced the inevit-
able chafing against the distrust of the money market.
Until then no inclination had been shown by the govern-
ments of any Australian State to establish sinking funds
for redeeming loans. In New South Wales, the epoch-
marking Railways Act of 1888 had brought a measure of
independent management to the conduct of that under-
taking, and one result of the new influence was the pass-
ing of the Railway Loans Redemption Act 1889 which
required £75,000 to be set aside annually to reduce the
public debt on the railways. When the issue of Treasury
bills was resorted to in 188¢g-go and subsequent years, to
meet a deficit in consolidated revenue, provision was
made to retire these bills by annual contributions to a
sinking fund. Similarly in the loan Acts of 1894-1899,
there was a requitement for an annual payment to re-
flecm portion of the loan. But these actions were rather
 the nature of a reluctant gesture designed to rehabil-
itate the Government in the eyes of investors than a
convinced declaration of a settled financial creed.
The early years of the twentieth century were also a
time of stress and as usual brought their crop of finan-
cial measures. In 1904 was passed the State Debt and
Sinking Fund Act which came into operation from 1st
July, 1905, This Act established a General Sinking Fund
and created a Board of State Debt Commissioners. Its
prestige, at feast, was assured by its personnel which
comprised the State Treasurer, the Chief Justice, the
Speaker, and the Under-Secretary to the Treasury. The

L
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balances at the credit of the sinking funds provided by
the various measures we have mentioned, and certain
other balances were transferred to the commissioners of
a new Fund, and an annual contribution from the Con-
sotidated Revenue Fund of £350,000 was also authorized.
Under the Treasury Bills Deficiency Act 1905 a further
annual contribution of £50,000 was approved, provided
the surplus on the financial operations of the year was
sufficiently large to enable this paviment to be made
The funds were to be used in purchasing, redeeming and
paying off government stock, debentures, or Treasury
hills from time to time, or they might be invested until
s0 required,

The inclusion of Treasury bills simply meant that the
sinking fund was partly being used to defray revenue
fund deficiencies of previous vears. For of the £400,000
avatlable for debt reduction, £300,000 was already ear-
marked for retiring maturing deficiency bills, an oper-
ation which was completed in 1913. Only £100,000 and
incidental income was therefore available for real debt
reduction, and of this £30000 was highly uncertain.
Worse was yet to follow. By the State Debt and Sink-
ing Fund (Amendment) Act 1914, it was provided “that
where at the close of any financial year there is a defici-
ency on the Consolidated Revenue Account, the Commis-
sioners shall repay to the Consolidated Revenue Fund
any amount, not being greater than such deficiency.
which has been issued from the said Fund to the Com-
missioners during the said vear.” For the whole of the
rest of the life of the General Sinking Fund, the burlesque
has been acted of drawing a cheque on the Consolidated
Revenue Fund and paying it to the commissioners, who
gravely signed another cheque for the same amount and
paid it back. This was not so much robbing Peter 10
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pay Paul, as of robbing Paul to debauch Peter. As
in so many other matters of financial policy, we con-
formed to the letter of the law, and violated its spirit.

In 1929 the General Sinking Fund was closed, having
been superseded by the National Debt Commission in
conformity with the Financial Agreement.* DBut in the
twenty-four years of its existence, the total funds at the
disposal of the State Debt Commissioners were only
suthcient to redeem £2,600,000 stock and debentures and
£2.000,000 Treasury deficiency bills, though the debt
increased from £82,000,000 to £267,000,000 in that period.

It is not suggested that the several governments who
practised this method of raiding the sinking fund were
singular in their conduct. DBut it is another illustration
of that subordination of austere financial virtue to the
gratification of the insatiable appetite of party politics.
For in the absence of this fund, if the Treasurer were
unable to halance his budget he would have to declare
a deficit, Rather than risk his prestige as custodian of
the public funds by thus declaring his regular inability
to make ends meet he would be forced to practise econ-
omics or to impose extra taxation. Each of these meth-
ods threatens political disaster, and must be avoided at
all costs. What more easy escape therefore than to use
thr_& sinking fund. Thus is the appearance of financial
skill preserved, and party popularity assured. Votes may
be captured by such practices, but investors have no
illusions.

Special sinking funds were provided in respect of Lon-
don loans outstanding at 3oth June 1926 and in connec-
tion with a conversion loan raised there in 1927, but

re'l.t should be noted that the State Debt Commission will still
maln to administer as trustee the funds of certain special accounts

eﬂet%bﬁshed by the Treasury Bills Deflciency Act 1889, and the State
t and Sinking Fund Act 1904,
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these sums are to be supplemented by the payments
required under the financial agreement. We have
ajready mentioned that the New York loans of 1927 had
their own special sinking fund arrangements.

5. Sinking Funds under the Financial Agreement.

By the 1928 amendment to the Federal Constitution
the Commonwealth took over the public debts of the
States existing an 3oth June 1927 and all other debts
accrued by 1st July 1929 other than for temporary pur-
poses. The interest on those debts has been disposed of
by the Commonwealth assuming the liability, though the
States indemnify the Commonwealth against loss. TFor
a period of 58 years, from 1st July 1927, the Common-
wealth will contribute towards this interest charge an
amount equal to 23s. per head of population which was
paid by it to the States in 1926-27, and the States will
make up any deficiency. Thereafter the States will pay
the Commonwealth the whole of the interest due upon
their loans,

But the Agreement envisaged wiping out the debts
altogether. To do this a Nationa! Debt Sinking Fund
has heen established, managed by a National Debt Com-
mission, and a sinking fund contribution has been ﬁxe(_i,
calculated to extinguish the debts in 58 years. Of this
contribution which is from revenue, §s. per cent is pay-
able by the States, and 2s, 6d. per cent by the Com-
monwealth, A similar contribution is to be paid on
conversion loans. The New South Wales contribution
under the agreement commenced from 1st July 193?'
For new loans, the contribution to the sinking fund 15
to be 10s. per cent, payable in equal shares by the COT!"I'
monwealth and States. This sum it is calculated \.Vll]
extinguish any new debts within 53 years. For wasting
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assets, the States may increase their contributions. When
the loan for these purposes is extinguished the States’
payments cease, but the Commonwealth paytnent will
continue and be treated as part of the States contribu-
tion in respect of other loans,

Loans raised after ist July 1927 to meet revenue
deficits are to be repaid by the States themselves, and
in this case, the annual sinking fund payment must be
10t luss than 4 per cent of the loan so raised. Separate
accounts for each State are to he kept by the Common-
wealth in respect of debt, interest, and sinking funds.
And each State pays the whole of the expenses connected
with its loans, including conversion, renewal, and man-
agement.

When the National Debt Commission purchases secur-
ities they arc cancelled. This is done in the case of
mscribed stock by the particular item being struck off
the register, and in the case of debentures or bonds, by
their destruction. The State, however is required to
pay 4} per cent per annum on all the securities so can-
celled as from the date of the cancellation for the full
sinking fund period then remaining.

6. Repayment of Loans.

Apart from the utilization of sinking funds to redeem
debt, loans are usually repaid by contributions from rev-
enue, by renewal, conversion or consolidation. Little
has been done by this State to redeem its debts cither by
sinking funds or by repayments from surpluses of income
over expenditure. And yet it will be perfectly clear that
I the debt is continually being added to, the time must
mevitably arrive when the burden of interest will be a
sericus tax, unless the various projects upon which the
money has been expended are seli-supporting. In this
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State it was estimated in 1928 that more than 75 per
cent of our debt i1s represented by assets which, on
the average, return full interest to the Treasury, or
equivalent service to the State. A further 14.48 per cent
is represented by assets which retutn portion of the
interest charge, and the greater part of the remainder
either represents capital wholly lost or assets which
return some community service or conventence. Even
in respect of the assets which it is asserted return full
interest, the words “on the average” and “or equivalent
service” introduce important qualifications, and in prac-
tice mean that taxpayers have to make up deficiencies.*

Generally thercfore we may say that our policy has
been to repay loaus by renewing them, and latterly this
has been expensive, becanse interest rates have been
rising. This is partly a reflection of our public credit,
for it is irrefutable that our failure to repay any sub-
stantial proportion of our debt and our manipulation of
our sinking funds have lowered our credit. Had our
credit been maintained, then our stock might have been
kept at par on the market, and in this case it would be
possible to repay the loans either by conversion or con
solidation. Conversion in this sense is different from the
offer to convert Treasury bills or debentures intd
inscribed stock, or vice versa. [t means that the credit
of the State is so good that it can say to its existing
creditors “You must accept stock in a new loan at lower
rates of interest, or we will pay you off.” That implies
an abundance of money seeking safe investment, and un-
impeachable credit on the part of the borrowing Govers-
ment, Without these conditions, conversions are I~
possible.  Consolidation is sitnilar. It means the aggre

AR

* It rmust_be mentioned that the former Public Works Fund WB;:
often used for capital works, and part of its resources came ITo
current revenue.




HOW WE BORROW AND MANAGE OUR DEBT 149

gating of a number of loans with differing rates of inter-
est and times of maturing, and an offer of a new stock
of a specific duration with a lower rate of interest.

An unorthodox and extremely doubtful method of
repaving debt has become familiar since the war in the
shape of depreciating the currency. The country which
practises this method may gain temporary relief, but it
is unlikely that its actions will encourage external in-
vestors to lend, except at rates which are available to
persons of unsound credit.

7. How Loan Moneys are dealt with.

From the time of the establishment of responsible gov-
ernment until 1870, moneys raised from loans were paid
into consolidated revenue. This was confusing, but since
the operations were not of very great magnitude, it was
possible to carry on. In 1870 loan expenditure was sep-
arated from revenue, and the principle instituted of
separate loan accounts for each loan raised. The dis-
advantage of this plan lay in the fact that the expend-
iture authorized by a loan Act did not always equal the
amount raised. In consequence the accounts were left
with credit balances which could not be used, because
of the existence of a section in the Acts which declared
that “no part of the money so borrowed shall on any
pretence be paid, used, or applied directly or indirectly
either temporarily or otherwise to or for any public
purpose other than the purposes respectively to which
the same is hereby directed to be applied.”

) It was decidedly uneconomical to have money bearing
mterest lying idle, and yet at the same time to be bor-
rowmg fresh sums. Accordingly by the Loan Fund
Amalgamation Act 1879, power was given to amalgamate
all the separate accounts, and to carry the credit bal-
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ances to a single “General Loan Account.” This pro-
vision is now repeated in Sec. 35 of the Audit Act 1902,
which requires all moneys borrowed under any loan Act
to be banked in a generzal loan account. Morneys in that
account may be applied “for or towards the purpose of
any loan service specified in any loan Act, in such man-
ner and in such proportions as the Governor, by war-
rant under his hand, addressed to the Treasurer, from
time to time, orders and directs.”

The principles which we have discussed in regard to
the Consolidated Revenue Account apply therefore to
Loan moneys. Parliament appropriates them after an
estimate has been submitted. Payments from funds so
appropriated require a warrant of the Governor. The
amount of the warrant is based upon calculations made
of the quarterly spending requirements of the several
departments.  Although these caleulations are some-
times difficult to make, the provisions of Section 38 (1}
of the Audit Act 1902 clearly limit the amount of a war-
rant to a sum sufficient to cover expenditure for a period
“not exceeding three months,” and therefore a fresh
warrant must be obtained every three months even
though the full amount avthorized by a previous one has
not been expended.

We have already referred to the use which the Treas-
urer makes of the balances which are at the credit of his
general banking account to finance his operations. This
practice has been extended in regard to loan expenditure
in a manner which calls for comment. A loan Act is still
passed to authorize the borrowing of money for the works
specified in the Act. But instead of the Treasurer at
once raising a loan, he obtains accommodation thr()ugh
his general banking account, and only resorts to a public
loan when he can no longer defer replenishing his ac-
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counts at the Bank, Thus mnstead of the borrowing pro-
gramme being conditioned by his ability to raise public
loans, it is restricted only by the amount of credit which
the Treasurer has at the bank. Such a policy is
highly dangerous, because it destroys the checks of the
money market, and deludes the public into believing that
no loans are being floated. DBy the end of the financial
vear closing on joth June 1930, the overdraft on the
General Loarn Account had reached the figure of
£13,603,220, a formidable figure to be dismissed as
“arrears of borrowing.” The overdraft is being financed
ot the security of the credits in the special deposits and
special accounts,

As in the case of expenditure from consolidated rev-
enue, so in regard to loan expenditure, the law provides
that no payments shall be made without parliamentary
appropriation, and a warrant from the Governor. In
the case of expenditure from consclidated Revenue we
saw that this safeguard was sometimes violated. A simi-
lar violation occurs in regard to loan moneys. During
the financial yvear ended 3oth June 1929, a sum of
£1.041,828, was expended in anticipation of parliamentary
approval and without warrant, During 1930 further
payments were made, though subsequent appropriations
reduced the sum unauthorized to £453,240.

[t is conceivable that there will be occasions when
there is no time to consult Parliament before commenc-
ing work, as for example, in the case of provision for the
relief of unemployed. In the case of the bulk of the
other expenditure which was without parliamentary
appropriation, the explanation is that the sums already
voted had been exhausted. It would be most uneconomical
to close down public works until further funds are made
available. Parliament had already authorized the works,
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and would naturally be expected to provide further
funds for their completion. The explanation is convine
ing, but nevertheless, the practice of spending loan
moneys in anticipation of parliamentary appropriation
is to be deprecated. It may be used to cloak criticism
of a loan policy by presenting a fast accompli. It may
mislead by deliberately under-estimating the amount
which will be required in a given financial year, In any
event, it destroys parliamentary oversight of finance, and
it may encourage Treasurers to disregard the conven-
tional restrictions upon public expenditure.
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Scott. gbout 700 pages, udth many illustrations, 18/-,
Reody end of 1931
Vol 122 THE War 1% Protocrarus. 753 official photegrophs by
Captain G, H. Wilkins, Capiain Frank Hurley, the late Lievt
Baldwin, and others. Annotated by C. E. W. Bean, Litt.D., and
H. S. Gullett, M. H.R. 21/~ Now Reody.
O'REILLY (Deowsll).
Works [N ProsE aNp VERse. Preface by the Hon. Mr Justice D.
G. Ferguson. twith portrait, 7/6,
Dowere 'Remccy, from his Letters. Edited by his wife. with
porirait, 10/6.
PAGE (Walter H.), U.B.A, Ambassador to Great Britaln, 1913-18.
Tre Lire AND LETTERS oF. Second Series, containing the Letters
tc}GPresident Woodrow Wilson. 454 pages. with 13 porirails,
7/6.
PARLETTE (Raiph},
Tue UniversiTy oF Harp Kwocks: the Schoot that Completes our
Education. Fifth Australian Edition, 2/6.
PEABODY (F. W.}), F. E. COE, and Professor T. G. TUCKER.
Honour or DorLars? A Critical Examination of the moral obliga-
tions of America to her former Allies. Fifth Australian Edition,
completing 12000 copies, 1/6.
PIDDINATON (Mr Justice A, B.), author of '"Spanish Sketches,™ sts.
WorsHIPFUL MasTERs: Entertainment with Australian and other
Notables, with 12 portraits, 7/6.
POWELL (Lyman P.), N
Mary Baker Epoy: a Life-size Portrait. With sumerous illusiro-
tions, cloth 20/-, waterproof fobricoid, 30/-.
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ROBERTSON (William} “Brin.ga.”

Coo-eE Tarxs: a Collection of Lecturettes upon Early Experi-
ences among the Aborigines. Forewoerd by Dr Herbert Basedow,
author of The Awustralion Aboriginal. Cheaper Edition. with
map ond 23 illusirations, 5/-.

ROSELER (David)—(E. V. TIMMS).

LAawreNcE, PRINCE oF Mecca. Platypus Series, 2/6,

SADLER {A. L), M.A,, Professor of Oriental Studies, University of
Sydney.

TrE Trw Foor Square Hur anp TaLes oF Tae HEIRE: being
translations of two Thirteenth Century Japanese Classics, with
20 illusiratsons, 6/-.

SCOTT (Erneat), Professor of History, University of Melbourne.
Tae Lire or CarrarNn Marraew Fuinpers, R.N. with 38 maps

ond other illustrabions, 21/-.
Ses 2lso OMiclal History of Australla In the War, Vol. xl

SHANN (Edwin), M. A., Profesaor of History and Economics, University
of Western Australia; author of “An Economic History of Aus-
tralia.”

Bowp o& Fage? OQccasional Economic Essays. Including a reprint
of The Boom of 1890—and Now, 2/6.
SINCLAIR (Halan).
TaLks OQuT oF ScHooL (in which the inner life of a N.S5.W. State
Schoal {or Girls is portrayed), 5/-.
SMITH (Hon. Sir Joynton), K.B.E, M.L.C,
My Lire Svorv. Fourth thousond, with porirait and 42 illustre-
tions, 6/-.
SMITH (Sydney Ure). Sece HILDER.

SPIELVOGEL ('Nathan F.), author of “A Gumstcker on the Tramp,”
ete.

Owo Exo’s Notescok. With an Introduction by M. P. Hansen,
Director of Education, Victoria, 3/6.
STANLEY (Milllcent Preston).
Mv Damy Messace, Second Edition, 2 vols, each 2/6.
STEVENS (Bertram). Bee HILDER.

THOMSON (A. A.). .
Ler's Sk THE LowrLanps, with 16 plates, o/ -
Ste also NOVELS AND ROMANCES
WAR BIADS.—&ze¢ GRIDER.
WELLS (Carveth), F.R 3.8, AMICE,
51X YEARs 1N THE MALAY JUNGLE. with 10 illustrations, 6/ .
WHAT | KNOW! Reflectlons of & Phlivsophlc Punter, with an

extraordinary dream of The Cosmic Mystiery Cup run at Rand-
wick. Second Bditdon, 1/8.



viii ANGUS AND ROBERTSON LTD.

NOVELS AND ROMANCES.

ARMOUR (John),

Tur SpELL of THE INtAND: a Romance of Central Australie.

Third Edition, with 16 tllusirations, 5/-.
BASSET (Mary E. Stons).

Tae Littie GreeN Door.  Fourth Australian Edition, completing
11th thousand, 2/6,

BEEBY (Hon, Geo. §.), Judge of the Federal Arbitration Court.
A Toavep Lecacy, 6/-.
BOLAND (June).

KirsTY AT THE MANSE. Second Austraglian Edition, 6/-.
BOLDREWOOD (Rolf), author of “Robbery under Arms."”"

A SYDNEY-SIDE SAXON. Platypus Serics, 4th thousand, 2/6.
CAINE (Willlam).

MEeNpoza AND A LitTee Lapy. Fifth Australian Editios, complet-
ing 11,000 copics, 2/6.

CLARKE {Marcus).

For tHE TERM of His NaTuraL Lire (the only unabridged edition).
Introduction by Hilary Lofting. with 45 full-page plates com-
prising all the original illustrations and 23 plates, mostly from
contemporary paintings depicting the convict life and Msioric
places mentioned in the text, 30/-.

COMSTOCK (Harriat T.).

PenewcrE’'s WEB  Cheaper Edition, 3/6.
DE BRUNE (Aidan).

THE SEADOW CROCK: a Detective Story. 6/-.
DYSON (Edward), author of "Fact'ry 'Ands,” etc.

TrE GoLpEN SHANTY. Platypus Edition, with iilustrations by Phil

May, 2/6,

FANE (Margaret) and Hilary LOFTING.

Tre Harpy Vacanonn. Cheaper Edition, 3/6,
HAMLINE (Daniel).

Gixcer rorR PLuck, Cheaper Edition, 3/6.
IRBY (Florence M.),

SarLy Wanner, [llustrations by Holloway, 3rd thousand, 3/6.
LAWSON (Henry).

Write THE Brioy Borws.  zeith illustrations by Frank Muahony.
Platypus Series, 2 vols, 2/6 each.

Jor WiLson., Platypus Series. 2/6.

Jor WiLsox's MaTEs. Platypus Series. 2/6.

Over THE SUIPRAILS, Platvpus Series. 2/6.

RoMANCE oF THR Swac, Platvpus Series. 2/6.

Sexp Rounp TRE Hat. Platypus Series. 2/6.

See alsoe GENERAL LITERATURE—BROQOMFIELD (Fred. J.).
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LOWER (L. W.).
Here's Luck., Cheaper Edition, completing 3500 coptes, 3/6.
MACDONALD (Sheila).
SaLLy 1N RbopEsia. 18th Australion Edition, completing 36,000
copies, 2/6.
MONTGOMERY (L. M.).
AxNE oF Green GABLES, 3/6.
—— Platypus Series, 46th thousand, 2/6.
ANNE OF AvOoNLEA. A sequel to Anne of Green Gables, 3/6.
Platypus Series, 32nd thowsand, 2/6.
CHRONICLES oF AvoxerEa. A sequel to Anne of Avonlea, 3/6.
Platypus Series, 22nd thousand, 2/6.
ANNE oF THE IsLaxp. A sequel to Chronicles of Avonlea, 3/6.
Platypus Series, 26th thousand, 2/6.
AnNe's Housk oF DrReEaMS. A sequel to Anne of the Island, 3/6.
Platypus Series, 26th thousand, 2/6.
RamnBow VaLLEY. A sequel to Anne’s House of Dreams, 3/6.
Platvpus Sertes, 20th thousand, 2/6.
RirLa oF IncLEsipE. A sequel to Rainbow Valley. 5th thousand,
3/6.
EmiLy or New Moow, 3/6.
Platypus Series, 16th thousand, 2/6.
Emriy Curmes. A sequel to Emily of New Moon, 3/6.
Platypus Series, I8th thousand, 2/6.
Eviy’s Quzest. A sequel to Emily Climbs, 3/6.
Platypus Series, 11th thousand, 2/6.
KiLMeNy oF THE ORCHARD, 3/6.
Platypus Series, 13th thousand, 2/6.
Tur Story Grre, 3/6.
Platypus Series, 15th thousand, 2/6.
Tre Gorpex Roap, 3/6.
Platvpus Series, 12th thousand, 2/6.
THE BLue CastLe: a Novel, 3/6.
Platypus Series, 1h thousond, 2/6.
Macic For MarIcoLD., Fourth thousand, 4/6.
MORLEY (Christopher).
Parxassus ox WHEELS. Second Australian Edition, 2/6.
MURDOCH (Nina), author of "S8eventh Heaven.”
Miss Emnny v Brack Lace! A Christmas story, 2/6.
See also GENERAL LITERATURE
OEMLER (Marie C.), author of 'The Butterfiy Man.”
TeE Littie Brown House. Sirth thousand, 2/6.
PALMER (Nettis).
AN Austranian STorv-Book. Stories by 23 leading Australian
authors, selected by Mrs Palmer. Platypus Series, 2/6.
PATERSON (A. B.), author of “The Man from Snowy River.”
Tazer ELepEANT Power: Humorous Stories. 8tk thousand, 2/6.
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POWELL (Elizabeth).
TrE BEewIVE. Fourth thousand, twith 9 illustrations, 4/6.
SUNsET HiLL. A sequel to The Beehive, 4/6.
PRICHARD (Katharine B.), guthor of “Working Bullocks.”
THE WILd Oars of Han. Cheaper Edition. with illusirations, 3/6.
PRIMROSE (Jane).
TreE Taree Frames, 4/6.
RATH (E. J.), author of ‘"The Nervous Wreck.”
TEE Darx Craprer: a Comedy of Class Distinctions. 2nd thow-
sand, 2/6.
SABATINI (Rafael),
THE Coronicres oF CaPTaIN Broop, 6/-.
EMITH (Helen Zenna).
Nor So Quier. Third Australian Edition, completing 7000 copies,
61"‘-.
TAYLOR (K. Glasson), winner of the £250 prize in the “Bulletin”
competition,
Pick axp THE DUFFERS, /-,
THOMSON (A. AL,
Tre Happy WinpMirL., Rural comedy bubbling with laughter, 6/-.
Sep alsio GENERAL LITERATURE
TIMME (E. V.).
Tee Crirere IN Bracg, 6/-.
JaMEes! Dox'T BE o FooL, Plotvpus Series, 3rd thowsand, 2/6.
Bee alsc GENERAL LITERATURE.—ROSELER (David),
WALSH (Maurice).
Kry ABovE THE Door. Nineteenih thousand, 3/6.
Platypus Series, 2/6.
WrILE Rivers Run. Ninth thousand, 3/6.
Platypus Series, 2/6. i
THE SmarL Dark MaN. Fifth Australion Edition, compleiing
9000 copics, 3/6.
WODEHQUSE (P. G.).
Bic Monry, 6/-,

POETRY AND THE DRAMA,
BOAXE (Barcroft).

Waere THE DEap Mex Lik, and other Poems, With Memoir by
A. G. Stephens and 32 illusirations by Maghony, Lombert ond
Fischer. Third Edition, 2/6.

BRENNAN (Christopher J.), M.A.
A CHANT oF Doou, and other Verses. with porirait by Lionel
Lindsay, 3/6.
CHARD (J. P}, B.A.
FIrsT STEPs 1N THE STUDY oF PoETRY. Second Edition, 2/6.
CRIAT (Allce G.). .

WaeN Rooy CaMe To [RONBARK, and other Verses. with porirash,

3/6.
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CROSA (Zora).
SonGs oF Love aND Live, Fourth Edition, with portrait, 5/-.
TeE LiLt oF LiFE, and other Poems. 3/-.
FLEGY ON AN AUSTRALIAN ScHoousay (140 copies prinied), 10/6.
DALEY (Victer James).

At Dawn axp Dusx. Fourih Edition, 5/-.

WinE anp Roses, With Memoir by Bertram Stevens, 5/-.
DENNIS (C. J.}.

THE SoxGs ofF A SENTIMENTAL BrokE  zwith illustrations by Hal
Gre. 271h Edition, completing 129,000 copies, 276.

TrE Moons oF Gincer Mick. with illustrations by Hal Gye. 70th
thousand, 5/-.

Rose oF Srancers. A Sequel to Ginger Mick. Second Editiom, 2/6,

TrE GLuas oF GosB.  35th Thousand, with 8 coloured and 6 other
sllustrations by Hal Gye, 5/-.

BackbrLock Barvrans, and Later Verses. &th  thousand, 5/-.

EVANS (George Esaex).

CoLrEcTEp VERsE.  With an Introduction by Firmin McKinnon.
Memorial Edition, with portrait and a photograph of the Evans
Momument, Toorwoomba, 9/-.

FARRELL (John).
How me Dhep, and other Poems. Third Edition, with portrait, 5/-.
FITZGERALD (Robert D.).
Te MEer THE Sun. 5/-
FORREST (Mabel).
Poems. 5/-.
GELLERT (Leon}.

SoNGs oF A CaMmpaloN. Third Edition, with 16 pictures by Norman
Lindsay, s5/-.

QILMORE (Mary), anthor of “Marri'd’* and “The Wild Swan.”

THE PassionaTe HEART, with portroit, 5/-.

HARDIE (Sonia).—See JUVENILE LITERATURE.
HARRISON (Prof. Launcelot)—See JUVENILE LITERATURE.
KENDALL (Henry).

PorTicaL Works. With Biographical Note by Bertram Stevens.
Third Collected Edition with portrait, o/-.

Sriectep Poems, Chosen by his Son. With a Memoir. portroit.
17th thousand, 2/6.

LAWSON (Henry).

Poericar Worxs, With a Preface, biographical and critical, by
David McKee Wright. Definitive Edition, with 3 portraits in
colour by Frank Mahony, Sir Jokn Longstaff, and Florence
Rodway. 3 vols, 18/-.

SeLecrep PoEms. With Preface by Wright. Second Edition, with
numerous illustrations by Percy Leason, 7/6.

Wixyowzp Veases. Platypus Series. 9th thousand, 2/6.
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HARDIE {(Sonia).
Story TIME. with 70 illusirations by Nancy Dobson, 2/6.
HARPER (Theodare Acland).
Tue JawiTor's Cat, with 28 illustrations, 5/-.
HARRISON (Launcelot), late Professor of Zoology, University of
Sydney.
Tares AxD TARRADIDDLES : Australian Natural History Rhymes.
with 8¢ illustrations by the authar, 4/6.
LEE {(Lsalie).
Tur Roap To WIDcEwWoNG, 3/6.

LIFE AND ADVENTURES OF ROBIN HOOD, Third thousand, illus-
truted, 2/56.

MACK (Amy Eleanor). See GENERAL LITERATURE.
MACK (Louise).
TrEKs: a story of Australian schoolgicls. 4th Platypus Edition, 2/6.
Girs ToGETHER. A sequel to Teens. 4tk Platvpus Edition, 2/6,
MACKNESS (Constance).
Miss Brry. [Husivaled, Second thousand, 4/6.
Di-DousLe-Dr.  [lustrated, Second thousand, 4/6.
Gexm oF THE FLAT. 7 illustrations, 3/0.
Platypus Series, 7th thousand, with illustrations, 2/6.
Tre Grap ScuooL. 3 illustrations, 3/0.
Platypus Series, 5th thousand, 2/6,
MONTGOMERY (L. M.}. See NOVELS AND ROMANCES,

PEDLEY (Ethel C.).
Dor AND THE Kaxcaroo. 82nd thousand, with 7 illustrations, 3/6.
Cheaper Edition, Platypus Series, 2/6.
PUCKRIDGE {(Doreen K.).
Kixg's CastLE, 4/6.
TIMMS (E. V.).
Rep Mask: a Story of the early Australian Goldfields, 3/6.
Platypus Series, 3rd thousand, 2/6.
THaE VALLEY oF ADVENTURE. 4tk thousand, with map and illusirs-
tiom, 3/6.
Platvpus Series, 2/6.
WALPOLE (Andrew H.),
TuE BLACK STAR: a School Story for Boys. 4th thousand, 3/6.

SCIENTIFIC AND PRACTICAL.

AUBTRALIAN LETTERING BOOK for use in Schocls and in the
offices of Lawyers, Architects, Engineers, etec. T0th thousand, 1/-

AUSTRALIAN SKI YEAR BOOK, 1/6. (Published annually, in June).
BEABLE (W. H.).
Beamso THE Counter: a Practical Guide for Shop Assistants, 2/6.
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BIGNOLD (H. B.).

Avuction Bripe SiMPLIFIED, 2/6,

“AvcTion SIMPLIFIED” Scowrr Boox, 6d.

BLAND {F. A.), M.A, LLB., Lecturer in Public Administration,

University of Sydney,

Buncer Cowreon, 3/6.

BURRELL (Harry), C.M.Z.S.

TrE Pratyrus: its Discovery, Zoological Position, Form and Char-
acteristics, Habits, Life History, etc. Cheaper Edition, with 50
illustrations, 10/6.

CAMPBELL (Joseph), M.A., F.G.S.

SimpLe TeEsts For Mixerais; or Every Man his own Analyst.
H4th theusond, pocket size, 3/6.

CARTE(? (H. J.), B.A.,, F.E .8, Joint editor of the *“Australian Encyeclo-

paedia.’”

A CHEcE LIsT oF THE AUSTRALIAN BUPRESTIDAE, 5/-.

CASSON (Harbert N.) ,Editer "“Efficiency Magazine’ (London).
ARt oF CUSTOMER-FINDING. Fourth Ausiralian Edition, 6/-.
AxioMs of BusiNEss. Second Austrabian Edition, z/6.

Berrer Business LETTERS. Fourth Australian Edition, 6/-.

Berrer Satesmansmaie anp TweLve Tips on Fixaxce Third Aus-
tralion Edition, 6/-.

Dzbts, axp mow 10 Coriket TaEM. 6/-.

Gerrine Over Dirrcurties. Third Ausiralion Edition, 6/-.

How to Maxe More Ner ProFiT. Sicth Australian Edition, 6/-.

Mew ar vrE Tor. Second Australian Edition, 2/6.

Triateen Tirs o Luck. Third Australion Edition, 6/-.

TweLve Tirs oN Success aND HAPPINEsS, 2/6.

TweLVE Tirs To TRAVELLING SALESMEN. Third Australian Edition,

6/-,
TweLve Worst MistaRes 1w Busiwess. Third  Austrolion
Edition, 6/-.

Ur-10-DATE MaNUFactURING, Third Australian Edition, 6/-,
Ur-70-DATE SALESMANSHIP, Fourth Australian Edition, 6/-,
(Over 40,000 volumes of the Australian edition of Cassont’s books
have been sold).
COMMONSENSE COOKERY BOOK {The). Complled by the New

South Wales Public Bchool Cookery Teachers' Association.
1T4th thousand, 1/6,

COPLAND (D. B.), M.A.,, I).8¢., Professor of Commerce, University of
Melbourne.
SiveLe EconoMIic STubies, 2/6.
COWLEY (Edward).
Crasstng THE Crir: a Handbook on Waol Classing.  Second
Edition, revised and enlorged, with 11 coloured plates, 15/-.
CRUICKBHANK (W. D.).
PrivcirLEs aNp PracTICE oF BoiLer CoNsTRUCTION : 2 Manual for
Practical Men. Second Edition, revised and enlarged, with illus-
trations, 15/-.
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DAVIDEQN {A, C,}, Gengral Manager, Bank of New South Wales.
CentrarL REserve BANKING, Second Edition, 2/6.
EHLERMANN (Carl),
CorRNERSTONES OF AUcTioN Brince. With the latest Portland Club
Rules. Third Ausiralian Edition, 7/6.
FINCK (Dr Alfred E.),
RuLes ror CoMPETITIONS, International Fencing Federation, 2/6.
FRANCIS (W. D.) of the Queensland Department of Agriculture,
AustRaLian RaIin Forest Trees. Excluding the Species confined
to the Tropics. with 224 illusirations. Published for the Council
for Scientific and Indusirial Research, Commonweslth of Aus-
trahia, 10/-.
QOODGE (G, H. W.), late Editor "The Motor in Australia.”
500 MoTor WRINKLES. With a Preface by J. Fielder, Technical
Adviser, NRM.A. 2/6.
QGOUGH (E. L.}, B.Ec., Lectursr-in-Charge, Women's Handioraft Ds-
partment, Technical College, Sydney.
ProcEsses In DRESsSMAKING.  with 61 illusiretions, 3/6.
See also Roberts and Gough.
GRIMWADE (W, Russell), B, 8o, . .
AN ANTHOGRAPHY OF THE EucALYPTs. Second Edition, with 104
coloured plates, 42/-,
HOPE (R, M,).
Nous: an Antidote for Business Inertia, 12/6.
IDR{IESS (lon L.). . i
ProspecTInG FOR Gowp: From the Dish to the Hydraulic Plant
With Introduction by F. 5, Mance, Under-Secretary for Mines,
N.SW. Second edition, revised and enlarged, with 16 $llustra-
tions, /-
KIDSON (Edward), O.B.E.,, D.Sc. . )
MerEoroLoY (Reports on the Scientific Investigations, British
Antarctic Expedition, 1907-190g, under the command of Sir E. H.
Shackleton, C.V.OQ.). Published for the Council for Scientific and
Industrial Research, Commonweslth of Australia, 7/6.
KINGHORN (J. R.), Zoologist, Auatralian Mussum, Sydney.
THEE SNAKES OF AUSTRALIA. wAth 137 coloured drowings ond
numerous other illustrations, 10/-.
LOCKLEY {J). @), "Redgum” of the '"SBydney Morning Herald,"”
Rose-GrowING MADE Easv. Fourth Bdition, completing 12,000
copies, with 61 illusirations, 6/-.
LYELL (G.).—¥é¢ WATERHOUSE and LYELL.
MACDONALD (Donald).—f8ee GENERAL LITERATURE.
MARES {(D. J.), F.R.M.8, Government Mstsorologist, N.8W. .
Kxow Your Owx Wrarazr. Popular Studies in Awvstralias
Meteorology. with numerous diustrations, 5/-
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MAYNARD (R, S.).

AUSTRALIAN DAIRYMAN's Hawbpeook. 738 pages, with 50 plotes
(5 i colour) and 200 other iflustrations, 45/-.

MILLS (Pref. R. C.), D.Sc, and F. C. BENHAM, B.Sc.

Tre PrixcirLEs of Money, Baxging, axp Foreicy EXcHANGE
and their application in Australia. Second Edition, enlarged, 5/-.

NANGLE (James), 0.B.E,, F.R.A.S.,, Government Astronomer, N.S.W.

STARS OF THE S50UTHERN HEavens: a Popular Handhook. Second
Edition, revised, with {llustrations, 5/-.

O'CALLAGHAN (M. AL

MiLx anp Burrer TabLes, with Notes on Milk and Cream Test-
Testing, 1/-.

PITT (E. R.).

CataLoGUE oFf SciEnTiFic a¥p TECENICAL PERIODICALS IN THE
LisrawiEs oF AUSTRALIA. 1208 pages. Published for the Council
for Scieniific and Industrial Rescarch, Conmonzvealth of Awus-
tralia, 10/-.

POTTS (H. W.), late Principa) Hawkesbury Agricultural College.

Pies aAND T1HEIR MANAGEMENT. Fourth Edition, revised and
enlarged, with 98 illustrations, 12/6.

PRESBYTERIAN COOKERY BOOK OF GOOD AND TRIED
RECEIFYS., Twentieth vdition, revised and enlurged, 2/-.

ROBERTS (M. E.), late Lecturer at Sydney Technical College,

Dress-curring MEasure Boox (for use with the Cutter's Guide
and Garment Cutiing, od.

ROBERTS (M. E.) and E. L. G. GOUGH, B.Ec.

Tue Curten's Guipe: a Manual of Dress-cutting and Ladies’
Tailoring. Sewventh Edition, with 170 diagrams, 10/-.

GARMENT Cutting ror Giris: a Texthook for Students attending
Needlework Classes. New Edition, with 57 diagrams, 4/6.

RUPP (Rev. H. M. R.), B.A.

GuioE 10 ThHE ORrcRIDs oF NEW SourE Warss. [¥ith a Foreword
by Edwin Cheel, President, Linuean Society of N.S.W. and
cver 90 illustrations, 7/6.

SHANN (E. 0. G.), M.A., Professor of History and Economics, Untver-
sity of Western Australia, and D. 8. COPLAND, M.A.. D.Sc,
Professor of Commerce, University of Melbourne: Editors.

TrE Crists 1v Austrariaxy Finawce, 1929 To t193r: Documents
o Budgetary and Economic Policy. 3/-.

SULMAN (Florence).

A Portrar Guipe o THe Win Frowess of Nrew SovTo Warss.
with 123 full-page plates, 2 vels, 12/-.

SUSSCMIILCH (C. A.}, F.G.5., Principal of East Sydney Technical

ollege,

Aw InTRODUCTON TO THE GEpLOGY OF NEW SOUTE WaLES. T.hr'rd
Edition, revised and enlarged, with 100 wmaps and illustrations,
7/0.
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TILLYARD (R. J.), P.R.S.,, Entomologigt to the Commonwealth
Government, author of “The Biclogy of Dragonflies.”

TEE INSECTs 0F AUSTRALIA AND NEW ZEALAND, with § plates in
colour and hundreds of other illustrations, 42/-.

VEQUIN (Caplni). ) .

Haxps Upr! PALMISTRY FoR PASTIME.  with numerous diagrams,
/6.

WATERHOUSE (G. A.), D.8c., F.E.S,, apd G. LYRLL, F.H.S8.

TaE BUTTERFLIES OF AUSTRALIA: a Monograph of the Australian
Rhopalocera. twith hundreds of coloured and other illustrations.
42/-,

WILLS (H. G.), Instructor, Technicai College, Sydney. )

AUSTRALIAK House Drainace Practice. With full Instructions
and Working Drawings for the installation of smail Septic
Tenks, by S. V. Wennholm, M R.S.LE. Second Edition, revised
and enlarged, with 131 illustrations, 12/6.

WUNDERLICH (Dr Otto).
AccouNTANCY IN MopEax Busivess, 10/6.

MEDICAL AND NURSING.

COPPLESON (Victor M.), M.B, Ch.M., FR.C.8, F.C.HA.
Tre TREATMENT OF VARICOSE VEINS BY INJECTION. Second
Edition, 5/-.
COPPLESON (Victor M.), Hditor
Cuinicar HanNpsook ror Restoents, Nugrses, AN Stupents. By
Members of the Staff of St Vincent's Hospital, Sydney, 5/-.
PARK (E. Payton), M.B., Ch.M. }
DiataERMY IN GENErRaL Paactice. With chapter on Diathermy in
Gynaecology, with special reference to major surgery, by F. A
Maguire, M.D, Ch.M., F.R.CS,, etc., and a Foreword by R. Scot
Skirving, M.B, ChM,, 25/-.
FISHBEIN (Morris), M.D.—See GENERAL LITERATURE,
MAGUIRE (F. A.}, D.8.0., M.D,, Ch.M., F.R.C.B.,, F.C.B.A,
ANATOMY OF THE FEMALR Prrvis: Descriptive and Applied. Second
Edition, 7/6.
HARPER (Margaret H.), M.B,, Ch.M.
TuE ParEnts’ Book. New Edition, revised and enlorged, com-
pleting the 18th thousand, 1/6.
MURPHY (Rev. Father R. J.}, 8.J. )
Tae CatoLic Nurse: her Spirit and her Duties. Second Edition.
4/6.
PHARMACOPOE!IA of the Royal Prince Alfred Hospital, Sydney, 4/~

A4/31



