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FOREWORD

Dr Misra’s study of the development and problems of pro-
vincial finance in India is of great topical as well as of perma-
nent academic interest. War conditions necessarily increase the
importance and difficulty of raising and expending public
monies, and although India is far from the seat of war, there
are special reasons why the present moment is critical, in every

-sense of the word, for India’s financial future, The outbreak
of war found India on the eve of the erection of the coping-
stone to the constitutional edifice which has been so leng in
course of construction, i.e. of the All-India Federation. Some
may conclude that the halt to constitutional development necessi-
tated by war preoccupations will simply postpone consideration
of the financial problems involved, and result in a stagnant
period, during which the construction of a long-term financial
programme will be replaced by ephemeral schemes designed to
make temporary provision for urgent war-time needs. But this
attitude would be superficial and most unfortunate. It may be
true that this is not the moment to suggest far-reaching changes
in the general structure of the Indian financial system, but it
most certainly is the moment to examine meticulously the
existing structure, to make sure its foundations are well and
truly laid, and to reconsider the lines along which progress can
best be attained when it once again becomes possible to take up
the task of constitutional reform. If the opportunity is lost,
irreparable damage may be done.

Public administration, of which public finance is the very
core, necessarily takes a pyramidal form. The base consists of
local administration—entrusted to local authorities, such as the
parish (in England) or the panchayat (in India)—upon which
rests district administration, which in its turn supports (in
India) provincial administration, and finally federal administra-
tion, The strength of the whole structure depends largely
upon the soundness of its foundations. Hence the progressive
reajization of responsible self-government, and of Dominion
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Status, depends ultimately upon the development of local self-
government, and upon the proper administrative (including
financial) co-ordination of the functions and powers of the whole
series of authorities. But it is precisely in these spheres that
there has, m India, been great weakness in the past. Local
administration and finance are still in an embryonic stage, and
until progress is made in this respect it is difficult to see how
the provincial and federal financial systems can be reorganized
and expanded along really satisfactory lines. The present “halt’ in
constitutional development—however much it may be deplored
on other grounds—could undoubtedly be utilized to great
advantage for a thorough reconsideration of the principles which
should permeate Indian public finance as a whole, and for the
development and full utilization of the powers of local authori-
ties. The reform and development of the finances and functions
of the minor authorities form, indeed, a necessary prehminary
to the creation of a sound and progressive future financial pro-
gramme for India as a whole.

Dr Misra’s study of provincial finance, which includes
within its purview both local finance, the financial relations bet-
ween the Provinces and the central authority, and the need for
greater co-ordination, throws much light upon the weak spots
in the existing system and on the principles which should guide
financial reform. These principies are analyzed in relation to
welfare in the broadest sense of the term, and not merely in
relation to formal financial considerations. Above all it can be
said that Dr Misra has depicted the complicated story of the
development of the present financial system and has analyzed
the outstanding relevant problems not in order to promote the
programme of a particular party or group of interests, but from
a broad and detached—i.e. a truly independent and scientific—
point of view.

My pleasure in introducing this work to the public is
enhanced by the fact that it was my duty to act as Dr Misra’s
supervisor during his recent two years’ residence im London.
Throughout that period T was much impressed by his untiring
pursuit of knowledge, his deep desire to consider all aspects of
his chosen theme, and his independence of thought. His re-
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commendations will, no doubt, provoke criticism and controversy,
but it can at least be said that they represent the honest con-
clusions and judgements of a well-informed student of India’s
economic and financial problems.
VERA ANSTEY
LoxpoN ScHOOL oF EcoNoMIcs
November 24, 1939



PREFACE

Provincial finance has so far been studied mainly from the
point of view of the allocation of resources between the Central
Government of India and the Provincial Goverpments.  Little
or no attempt has been made so far either to analyse the pro-
vincial tax structure or to examine the effects of the provincial
expenditure on the life of the people. I have attempted in this
study to fill this gap.

With this object, a brief historical survey together with a
detailed account of the Montagu-Chelmsford Reforms and the
Meston Settlement is given at the outset. T'his has been followed
by an examination of the main heads of revenue and expenditure
and their effects on the life of the people. Next, the various
problems of local taxation are examined and the need for co-
ordinating the tax policy of the Provincial Governments and
Local Authorities is pointed out. Lastly, suggestions are made
regarding the future policy of the Provincial Governments.

The work originally undertaken was to examine the financial
arrangements of the Reforms period, 1919-37. I have, however,
added an additional chapter on Provincial Autonomy pointing
out the constitutional and financial relationship between the
Government of India and the Provincial Governments under
the Government of India Act, 1935. It is difficult to pass
judgement on the working of Provincial Autonomy as the period
of its working has been not only too brief but has also been
interrupted by the resignation of Congress Ministries in several
Provinces.

Finally, I have come to the conclusion that the task of a
Government in India, whether ‘alien’ or ‘Indian’, in face of the~
vastness of the area, the phenomenal increase in population, the
uneconomic outlook of the people, and too much reliance on
Government, is particularly difficult. Hence, together with
change in the financial policy the removal of some of the funda-
menta) obstacles in the way of the ‘arrested’ economic develop-
ment of India is advocated.
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It is thus, it is suggested, that provincial finance may be
utilized 2s 2 means for the improvement of the condition of the
masses in India.

, In the preparation of this work, I have received invaluable
help from Dr Vera Anstey of the London School of Economics.
Without her guidance the work would never have scen the
light of day. It is impossible for me to express adequately my
deep sense of gratitude to her. Dr Frederic Benham, Sir Ernest
Cassel Reader in Commerce in the University of London, cor-
rected several chapters of the work and offered useful critical
comunents at every stage of the investigation. I am grateful to
him for the help.

I am also obliged to the Librarians of the London School
of Economics, the High Commissioner for India, and the India
Office, for the abundant facilities which they always placed at
my disposal.

Dr Vera Anstey has kindly written the Foreword to the
work, For this kindness, my special thanks are due to her.

I am beholden to Sir 5. Radhakrishnan, Vice-Chancellor,
Benares Hindu University, for allowing me the privilege of
dedicating the work to him.

Finally, I must express my thankfulness to my publishers,
the Oxford University Press, for the care they have bestowed
on the preparation of the MSS, for the press.

B. R. Misra
Benares HiNpu UNIVERSITY
Fuly 37, 7941
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