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FEDERAL FINANCE.

MEMORANDA prepared and Statistics collected for - the
basis of an Address delivered to Members of Hobart
Chamber of Commerce, May 27, 1897, with subsequent.
amendments, additions, and explanatory text:

BY

8IR PHILIP FYSH, K. CMG.:

Tue Report of the 1891 Financé Committee of the Natlondl Fedelal Convention
recommended to pool Customs and Execise and all E\pendlture, and dlstubute surplus-
“per capita. - -

The Results based on Cocthm s ﬁcrures, p- 39, Ne. V Would be as- follows —

.On mean of' Imports, 1893-4-5.
On mean of mean Population, 1893-4-5, Tasmania ...... 156,129

Tariff of Tasmania, 1894, on basis of Intercolomal Freetrade— :

Revenue for five Colonies, Customs and Exmse.....; £6,887,189
‘Expenditure, original Services of Com-
monwealth ... viiiiiiiiiivnineneess £300,000
Transferred Services covivivvveenes ceenns 1,250,000
o ———— 1,550,000
£5 337 189

Popullation,- 2,994,276, 5 Colonies—
New South Wales,
Victoria, :
South Australia,

Western Austlalm ,
Tasmania, -

= 35s." 8d. .per,-vlilé’zld. o

Sulplus retumdble to I‘asmama on; bas1s mean’ Populatlon ]56 129, —£278 ,372 .
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The Convention of 1891 refused to adopt that part of the Report of the Finance
Committee ; made the keeping of accounts between the State and the Commonwealth
permanent ; and giving back any sarplus on basis ol Revenue actually collected, and
charging all hxpcndltmc per: caj)zta :

The first year of Uniform T.nlﬂ on that b'ms (rlveg f'ollowmo results o
See p. 39, No. V COOh]dn—,-‘ ol , .

Returns to Tasmaniu in first yedr .'~.'.-".: -£265,518
But subject. to deduction of our share of expoudltm o
on per capzla del 5 SE8 PAZE S.liiviiniaieniiviiienna, .o 64,743 7

£200, 775

The 1891 Bill and 1897 Bill produce same results.for first vear, but for that year -
~only, the 1897 Bili making a shdmo scale provision for five follo\\mo years.

The example which- Tasmania gives on:her actual accounts (her own book-keeping)
for same mean of years, 1893-4—5, is s follows —

: ‘ : £
Customs and Excise ....... feeeererreeeeeererenatennaeae .- 308,699
But subject to loss by Intercolonial Free 'lmde estimated 40,072
£268,627
And, subject to the more economical actual expenditure of 1896
Customs and Excise ....... [ 6667
Defence ............... e RPN 9552 -
-Share of .new Commonwealth expenditure dis- '
tributed per capita ............. ceeeeresnesanneenas 15,887 _
32,106
236,521
But taking credit for our p:cqmr profit on Post
and Telegraph, of which there appears every
likelihood of continuance «oivvveveveriiveeiens.. 15,000

£251,521

porr———

In the above three examples there are discovered—

‘First, the result to Tasmania ot working upon the £
recommendations of the Iinancial Experts of
1891, a surplus of ........ teeveneans evreenneneaaa e 278,372

Second. the results to Tasmania of Uniform Tariff
after deducting per ca]ntu share of Common—
wealth expenses ..ovivsveviviins civvvereneeean.. vie ,

Third, the results to Tasmania if Conventionchad .+~
ddopted my very serious contention that there
is no method other than ke eping of Inter-State
accounts which will dividé 4 surplus without
great- sacrifice made by some StiateS.ueeurenisianne  ee 251,521



Tasmania’s example of Low the-five- oubscquent years. work out under provisions
of Clause: 92 of Commonwealth Bill; giving to Tasmania annually one-fifth of the
~ différence (namely, 12s. per herld——see table, page'8) between the actual Customs and
Excise collected per head of Population .in. Tasmania- and: that -collected per head of

Population over the whole Commonwealth, as shown:by.table, page 10, —-£18 735—
Ist Year— Customs and Excise-as discovered: by .. £ o
hook- kef.pm the mean of years

I893-4-5. . viiiveiinnnnn... eveereesiae 265,518

Less L‘(pendltme per mpu,‘a ........... - 64 /43
‘ EER "R £ : £700 775
Ist . . ,, plus 18,735 = 219,510. C
2nd -, » 18,736 = 238.,245.
3rd |, » 18,735 = 256,980.
4th. Cyy JIRTBE = 2757150
5th -, o 18,7356 = 504 ,450.

I this yearand thereafter Revenue and Expenditure are both distributed on the
per capita basie; and Tasmania shares in all the prosperities or adversities of the more
populous and more wealthy Colonies.

" RESULT TO TASMANIA OF .I~’ER CAPITA DISTRIBUTION OF
- EXPENSES:—

Five Colonies—New South Wales, Victoria, South ALstlaha, Western Australia,
and Tasmania—

New' Federal Expenditure....,...... rerseenaes ceeeeenes  £300,000 A
" For services transferred ...... peresate it a e srane s £1 250, 000 B
See printed particulars, su"pplied' to Repfesen'tati'vns at Conventlon. _
Divided on population of December 31, 1896— £
Tasmania’s share of A ciiiiiieeiiiiieiiioreiareiereeessreaarrncenancss 15,887
Tasmania’s share of B «ovveneeneen. et ereeteenesotonaetatbonrnentane | 66,195
\ £82,082*
Compared with Nett Expenses . transferred to Common-
! wealth, £17,339, made up of followmo“ — S
Cost of Defence st nierae et ereae e, ereenanes .9552
Cost of Collec*mg Customs and Exeise....cvvvseennns .. 6667
Interest on Works to be allowed by - £ -
Commonwealth— '
Cost of Works of Defence ...... - 150,000
Post, Telegraph, and Customs
OﬂiceF Ceeteetes trereetresnnnnanes . 110,000
Telegraph Construction—  * ' ‘

1789 milés, £80: pex mlle ...... o ]43 000

:5:.403 ,000 5 pe] ccnt = 1" 090

Mamfeuance o{' \/Vor\s thces dnd Conﬁmuded L .
Lines v it eronan e N erieones l'p,er cent. 4.030
o 32,339
’ Lesa our preaenr surplus on Post and Teleomph '

Services’ given over to Commonwealth ......... . 1 5;0:(,')0‘ —_—
, T 17,339

1055 t6 TASIIANIA vvvkineess s s rrrnserrensrsenaesernnseenand ..... ‘ £‘64,743

irrespective of £40,000 Intercolonial Freetrade.

The Expenditure of Commonwealth, £1,550,000, is the limitation for three years-
oaly, but, thereafter, such greater or lesser sum as the .Federal Parliament may vote.

* At pages 8 and-10 the per capita expense is stated at £80, 821 on a mean of 3 years’ population ; £82 082 is on
population DLcember, 1896. '
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LOSS TO TASMANIA BY INTERCOLONIAL FREETRADE.

" The £40,072 estimated as the loss by free Tntercolonial Trade may be estimated
to be increased to £50,000 when Queensland, sugar is enabled to monopolise the supply,
which it would do on a.difference between our present duty of £6 per ton, and,
excise of £3 per ton, if imposed by the Commonwealth.

If an excise of £3 per ton be imposed then the £50,000 loss to Tasmania will be
probably reduced to near £30,000. A loss to the Commonwealth revenue of about
£700,000 per annum would ultlmqtely result from free sugar consumed in the five States
of New South Wales, Victoria,,South Australia, West Australia, and Tasmania, an amount
which is £450,000 in excess of the loss by uniform and mte(colomal heetlac.e allowed

for in these tables.

It may be assumed that-there is a need for the Federal Parliament to maintain as
nearly as practicable the Customs revenue which will cause the least embarrassment
to the States, and that Queensland will be contented with the differential advantage
between £5, the present mean of duty on sugar, 'and an excise of £3 per ton.

The Federal Executive is charged under the Commonwealth Bill, 1897, to main-
tain for five years such revenue as will produce a divisible surplus among the States of
not less than the aggregate amount divided for the first yecu of the Uniform Tariff.

The great difference between the cost of Tasmanian services and those of the Main-
land Colonies, which causes a per capita distribution of Commonwealth expenditure to
be such a serious Joss to Tasmania as £64,743, is seen in following figures:—

Cost of Defence: Mean of 1893, 1894, 1895—

N.S. Wales. Victoria. S. Australia. ~ W. Australia. Tasmania.
Per head. 3s. 8d. 3s. ld. = 25 2d. 3s. 1s. 6d.

Cost of Collection Customs and Excise—
N.S. Wales. Victoria. S. Australia. \V. Australia. Tasmania.
Per cent. £3 6s. 1d. £315s. 9d.” £4 7s. 10d. C£9 ds. 3d. £2 6s. 0d.

Mr. Henry cautions the public against all figures, yet commits himself to none.
He will take Federal Union regardless of cost.

“ Timotheus,” of the A)Jus Mr. R. L. Nash, financial editor. of Sydney Daily
Telegraph, and Mr. R. M. Johnston, all accept the statistics of Mr. Coghlan, of Sydney;
but Mr. John Henry suys Mr. Reid, the Premier of Hew bou(h Wal(,s has bluffed
us with such fignres ! '

I join those who accept Mr. Coghlan’s ﬁrrmes as enablmn an appm\lmate Iehable
calculation to be made.
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CAN TASMANIA JOIN THE I‘EDERATION

_on its commencement, gaug ed by the Financial aspect ?

£
For the year 1\97 Customs and Exc15° re-estimated at
May, 1897 ..ot e e reae e e e aeas 370,000
Surplus Post and Telegraph Office, ditto .....eeveinenniannn. 15,000
 £385,000
o £ o
Subject to actual cost of collection Customs and -
Excise ... 6634
Sabject to actual cost of Defence...... 9552 . Ced
— 16,186
Revenue Customs, Excise, Post and Telegraph— _—
A Tasmania separate: 1‘10m Federation ......... ... £368,814
Z. . Tasmania separate from Federation, but subjected to £
Intercolomal Freetrade ....occovviiiiiiiiiiiininninennnnes 368.814
Less loss by Intercolonial Freetrade Cerrteeseaeiieneasieee 40,072
£328,742
- TASMANIA FEDERATED.
Taking her actual Revenue for first year on book-keeping basis :—
- ' £
Z. Customs and Excise, without profit on Post and Telegraph 370,000
- Less Joss Customs through Intercolonial Freetrade ......... 40,072
329,928 ‘
Subject to extra charge of expenditure per capita as
compared with present expendllul e—(see page '3) ceeee. 64743
£265,185

lhe most 1ec\s0nable compduson to make is 7 w1’rh Z, showing a loss of £63, 507
but that is on a book-keeping basis, i.e., of -Inter-State accounts l\ept

If we ndd no deﬁuency which on Decembel 31, 1897, will pmbably be £330,000,
we could afford. to federate at once.

But before we federa’ge, that floating debt must be disposed of.

The difference between Annual Customs, Excise, &c. Revenue

of Tasmania £
separate from Fedemtlon e e ereneieeenanas veeee. 368,814
and Tasmania federated....... et etterrreeeeiiiisaie e anas ... 265,185

© a5 SHOWR Al0VE, 18 vutiiriveetnssteessannseiaeecsassesnsssonsasses 103,6: 29 ;

but that dlﬂerence dnnlmshe> annuallv at tle Tate of ;C18 735 m cd(‘h of ﬁ\e followi'ur .
years. o : . : :

Y
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The Annual Revenue to be made. nood in: Tasmania in each of those five years.
respectively, | is therefore—- Co

First year ....c.occecevennnn e 103,629
} Second year ....coieeeen... vereneeen 84,804
: Third year ...... Cereesennees eeee vee 66,159
Fourth FCUTurovervavanrnenrensnennnes  47;424
Fifth year ....ccoveiviiiineniitonnnns 28,689
£330,795

If such financial embarrassment - cannot he met by fresh’ td\auon “there are
alternatives. . They are—

1. Enter the Federation on a book- ]\eepmfr basis for 5 years, until populatlon d)ld
Revenue further grow, when we can, without further takation, maintain our present
annual surplus of £60,000, until, in & years and a half, that deﬁmency of £330, S)o-
can be liquidated. -

2. Stand out of Feder ation, with the continental tauff's aoam t us;

3. Fund our ﬂoatmo debt, December 31, 1897 of £330,000 and so put that out
of the way :

4. Or, what will be more righteous, make terms with the Federation to\relieve us of
that 1espons1b1hty and join oun terms of 1897 Bill ;

Precedent for this : —Canada—

dolls. .
New Brunswick ....cccoeevuinninne. 50,000 annually.
Nova Scotial ceveereerienennns ceenees 60,000 v
Quebec ..ivvenrnviininins cereseens ... 70,000
Ontario...ccveeevrennennens iveeesnens 80,000 . .,

g further: annual payments “in settlement of all present and
future’ demands,” by way of recompense to Mineral Wealth and Revenue
transferred, and equalisation respecting Debts taken over.

also discriminating

5 There is another alternative which may work equitably if West Austmha be relied
upon to produce from Customs and Excise the amount per annum for five years stated
on page 17, viz.,—£996,313.

In the year nnmedntely preceding the adoption of a Uniform Federal Tariff
ascertain the exact amount of Revenue coliected from Customs and Excise in each
Colony, and, after deducting the net cost of services to be transferred to Federal
Government, ascertain the plopomon which the balance of such Revenue of each
Colony bears 'to-the corr esponding aggregate for the Five Colonies.  Let the proportions
so- ascertained determine the proportion of Federal surplus to be.returned: tu' each
Colony through the five years in lieu of the sliding scale

The following is-an example —

ILLusTraTION oF DISTRIBUTION 0oF FEDERAL SURPLUS BY THE ABOVE METHOD.
Let it be -assumed that in the year preceding the adoption of uniform Tariff. the
Customs and Excise Revenue— less net cost of services transferred—for each State, hore
the fo]lowmo pexcentaoe proportions of the corresponding aggregate for the five
Colonies, viz.

' New South Wales e berrreeererana veeedses 29476 per cent.

‘ Victoria.o.ooeevevinencninnn P eeenees . 3482 per cent.’.
South Australia.....ice..... verdesrssaensies 1082 per cent.

West Australia vueeeevvniinneeneennnns veveeees 17424 per cent..

Tasmania ......cccoveiniinnnin, ceseseensens . 736 per cent.

1If inwthe- ﬁrst year after .xdoptxon of Uniform Tariff it is found that: the Federal
smplus available for distr ibution- amounted  to, say, £4,780,745, then - the. amount: to- be-
wéceived-by.each State, based upon the above propoértion, would be in exact’ propor tion
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to its local needs, and to the exact proportion of loss of Revenue sustained by each State
by the transter of its Revenues and functions ; thus,— ‘

Per cent. ' _ L - £
New South Wiles receives 29767 ' — 1 422,701
Victoria ’ 34-82 = 1;664,574
South Australia ;1082 = /017,132
West Australia ’ 1724 L .. &, = -824,144
Tasmania » . 136 rof £4,780,745 = :3562,194
Five Colonies ., 100:00 ' N 4 780, 74a

By thlS method an unnecessary sur plu> ot disistrous loss . to any Staté is-avoided-
A modificationi of this alternative method might also be considered; by basingthe said
jproportions upon the velative amounts collected of due. to each ~State dmmo ‘the first

year under a Uniform Federal Tariff. N

6. The sliding scale provided by Clause 92 - of Commonwedlth Bill is.a defective
method, inverting the slide, which should be a down omde into an up grade. A
.correct. and naturdl merhod 1‘01 affording aid by a shdmg scale should be on a down
grade— (wide illustrations, page 20). The money value of both is the same, biit insteiid
~of Tasmania having to plov1de £103,629 the first year, and £28,689 the fifth yeat,
these amounts will e i inverted, the smallei falling into the first, and ‘the larger 1nto the
last- _ye.n :

Tederation on altelnanves Nos. 1, 5, « fmd 6 can be 1ecommended




This table is compiled to supply the information necessar ily precedent to making a dlstnbutlon of the annual surplus to the States of the
Commonwealth and of which distribution examples will be found on the followi ing page :-—

TOTAL OF CUSTOMS AND EXCISE DUTIES if Australian Goods, other than' Intoxicants and Narcotics, had been admitted free, based

upon the Tasmanian Tariff, 1894, for each Colony.

(Cocnrax, Pagr 89, No. 5.)

(Estimated on the average Imports-of 1893-4-5.) . -

L Popuration. | Customs aND ExciseE REVENUE. + %BOVE’ Or}AVERAGE. _ | DistrIBUTION OF

— Berow S ONE FIFTH COMMONWEALTH

Covrony. ' . SURPLUS OR ExPENDITURE;

%{z?:’ i’ggg]l;eg Amount, Per head, Amount. " Per liead. D.EL‘ICIENCY' 0\;}2;1[1)11‘111:?35\ oF:

: No. £ ‘ £ s d £ - s d £ . £ o
New South Wales ...vevennnn. 1,238,011 3,306,728 213 5 + 459,094 + 7 5 + ...91,819 b 64(_),86'2
Vietoria vevvvieeirieinnnnen] 1,175,676 2,096,230 115 8 ~ 607432 | =100 4| — 121,486 608,594
South Australia vvev..en. 348,785 804,997 2 6 2 + 2906 + 0 2 + -)81 180,550
West Australia  vovvieevvenenns 75,675 413,716 | 5 9 4 + 239,63_8' + 63 4. _+' 47,927 39,173
Tasmania veveesrrseeioseresernnes 156,129 265,518 114 0 — 93,676 —~12 0 — 18,735 -‘ 80,821,'
Torar Five Corownies... 2,994,276 £6,887,189 2 6 0 — — — . 1,650,000%

1 z 3 6 7

Column 3 discovers the mean er head of Commonwealth of the Customs and Excise Revenue.

»» 4 the amount collected in each State above or below the mean per head of population of the Commom\ ealth.
» G gives the fifth of surplus or deficiency which each Stute is to gnin or lose annually for five years until all shall share equ: l.“) in th s distribation of sueh revanue,

w 7 °'1v es the amount of Commonywealth Expenditure chargeable unmnlly to each State on a per capita basis.
* Equivalent to £°5176 per head

G "GN)
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EX &MPL ES

Complled flom 'lables on p1ecedmo pd«re,\showmrr how awglecf\te sulplua W]ll be
ascertained for first yem of uniform Tariff, and also showing its dxstubutlon n followmn

five years :—

Commonw ealth Revenue from Customs. and Exuse mde £
Coghlan, page 39, No. V., based on the lasmaman A
Tariff of 1894 ...iiiiiiiiiii it i, 6 8§87, 189 .

Charged with all Federal b\pendltme befme surplus is - ‘
asu,uamed ....................................................... l 550, 000

The divisible sar Phlb 18" theref'm'e ............................ £a,337,189

'1‘01 the first year of the Uniform Tariff, and not liable-
for that' year to the 6peratxon of the sliding scale,
distributed thus—

New South Wales ..eveiiiiivveneenn.s £‘~,665,866
' Vietoria «.ovevenenens weveredeenneesennees 1,487,636
South Australia ........ Teereeniaaransas - 624,447
. Western Australia «...cconiiinneenn, 374,543 -
Tasmania .....oti e eaveasesenenns 184,697
£5,337,189

New Sou‘(h VVales South Austraha and West Austmha fnrmsh examples of States.
wherein Customs and Excxso is collected above the average.of the Commonwealth ’

TN New South Wales. . - . . South Australia.

. £ h o £
Customs and Ex01se Revenue 3,306,728 | Customs and Excise Revenue - 804,997
.. Less proportion: of S S Less proportion of,, =~

Federa) Expenditure.. 640,862 Federal E\penchtme 180,550
: 2,665,866 , - 624,447
Deduct one-fifth of theamount L Deduct‘onc fifth of theamount .
vielded in N. S. Wales in yielded in South Australiain '
excess of the Customs and excess of the Customs and .
Excise of the whole Com- Excise of the whole Com-
monwealth .............o.0 - 91L819 L monwealth........... 581
The surplus to credit of N. 8. The surplusto credit of South
Wales for the frst year Australia for the first year
affer. uniform  Tariff I after -uniform Tauff is
therefore ..........ccoouiniine i2,574,047 therefore .....ooiviiiiiinenens £623,866
West Australia.
Customs and Excise Revenue... 413,716 .~ -
Less proportion of ‘
Federal Expenditure .... 39,173
o o 374543
‘ Deduct one-fifth-of the amount
+ yielded in West Australia
in-excess of the Customs and - ¢
Excise of the whole Com-: :
'monv*ealth seqerenariseienenesees  4T9R7 ST
The sulplus to credlt of VVest
“Australia for the first year . -
after uniform Tariff is there-” = o
fore wiviiiiiiiiiiiii £326,616 ’

= 3]
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Victoria and Tasmania are examples of -States wherein Customs and EKCISC is
collected below the average of the Commonwealth

Victoria. T asmania. -
_ . ‘£ o .
Customs and Excise Revenue 2,096,230 Customs and Excise Revenue
Less proportion of o Less proportion of -
Federal prnndltuxe 608,594 * Federal E\pendmue
. 1,487,636 ot . ,
Add one-fifth of the amount ‘ |  Add one-fifth of the amount
yielded in Victoria in - ylelded in Tasmania in ex-
excess of the Customs and “cess of the Customs and
Excise of the whole Com- : Excise of the whole Com-
monwealth .................. 121,486 monwcalth ..... PRI
The surplus to credit. of Vie- lhe surplus to credit of Tas-
toria for the first year mania for the first year
after uniform Tariff is after uniform Tariff is
therefore .............eeneee. £l ()09 122 therefore ....ooceviiiiininnnn..

£
265,518

80,821

184,697

18,735

£203 432

TABLE showing I‘we Years” Distribution of the Agmenare Surplus on sliding scale to
bring out the proportion of Revenue each will receive year by yem sub_]ect to
prov1s10ns of Clause 92 of “ Commonwealth Bill.” : -

ist Wear. an' Tear. 3rd Year, Zth Year. | 5th Wear.
B £ £ £ g £
NEW SOUTH WALES | 2,574,047 | 2,482,228 | 2,390,409 | 2,298,590 | 2,206,771
Deduct £91,819 in S
each year.
VICTORIA wevevernnnn. 1,609.122 | 1,730,608 | 1,852,004 | 1,973,580 | 2,095,066
Add £121,486 in each ' : ' S
" year. _
SOUTH AUSTRALIA| 623,866 | - 623,285 | 622,704 | .622,123 | 621,542
Deduct £581-in edch :
year.
WEST AUSTRALIA...| 326,616 278,689 230,762 182,835. 134,908
Deduct £47,927 ineach ' o
year.
TASMANIA ..o 203,432 | 9292167 | 940,902 | 259,637 |. 278,372
Add £18,735 in each - ' '
year.
5,337,088 | 5,336, tm‘ | 5,336,87) 6,765 | 5,336,659
DIFFERENCE .vccvvnennnnn.. 106* 212 ' 318% 424% 530%
5,337,189 5,337,189 5,357,189 | 5,337,189 | 5,337,189

*Owing to details of populatlon not bemo exactly given in Mr. (JOOhLm s Tables,

the populatlon was estimated on the capita tax as shown by ‘him.

As the fractional

purts of pence per head were eliminated, the exact population could not he determined,
and hence there is involved a slight dlﬂ’uence in the Grand lutal as compared with the

details of each Colony.
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1t will be seen by a comparison, of the divisible surplus; of; »

v

IV(,W South \Vales fm the ﬁrst year of umf'ox i Tdnﬂ‘ T
' paoe s P SN :f_' ,665,866
And that of Vlctm I W Neerenan e £1 457 636

wv1th the dxvmble sulpluq on page 10° aftel 5 yems operatlon of the sliding
scale, thati;Victoria overtakes New South Wales to the amount of £1,066,525, a
result :in favour of Victoria which may be Iamely discounted——and the same is
equally applicable to all” the other States—by the operation of the uniform; tariff
regulating trude between the Colonies, where there will no longer be ports of preference
nor the medt disparity which exists’ Dbetween the value of manufactured goods which are
pleferred in the free ports and of raw matenal of whlch the imports to protected ports
are mo=tly com péeed :

The exce~swe plOtGCthDlSt Tanﬁ of Vlctorm plohlblted unports w1th the result
that the— ‘. ‘ :

Averaoe Imports for Home Consumption for the three '
years, 1893-4-5, was, for Victoria.....oevveveiiiinnnanns £7,027,408
While the moderate Dibbs Tariff of that per riod 1equlted
in the larger Impoxts of New South Wales for the
same peuod ) P . £11 186187

The dlﬁ'elence between the consummg power of Stdtes Whose populatlons are
engaged in similar agricultural, pastoral, mining, and manufacturing pursuits is not so
important as the difference of surpluses for New South Wales and Victoria- discloses.
unless indeed . the condition of the working classes in New South Wales can be proved
to be so much superior to the same in Vlctorla and if that be so, then trade, regulated
by uniformity. of tariff, will in all probability speedily 1ernedy the great dlspantv
which is disclosed by these fig ures. If that be a reasonalile conclusion the fiscal aspect
of Federation is most plomlsmg to Victoria, and her surplus per capita will be levelled
up to that of New South Wales by the ordmarv course of trade, without any such
serious sacrifice of revenue to the latfer State as the foregoing ﬁcrures represent. That
conclusion animated the Representatives at the Conventlon and the determination
that artificial barriers to trade must necessarily be removed as. a condition precedent to
Federation ; and the belief in such conclusion lent weight to the purpose of the Repre-
sentatives to cut the Gordian knot equitably if possible, but arbitrarily if necessary.
The latter has been done. - :

To the table on paoe 10, showing distribution of aggregate surplus, the followmcr
explanation appears necessary:— :

Clause 92, Sub- section 5, does not fully express the intention of the slldmg scale
adjustment which was ()I‘I("lndted by the Hon. Premier and ‘I'reasurer of New South

Wales.

The surplus ascertained by the first year.of - Uniform Tariff is to he annua]ly
divided on the principle set forth in this clause, which is; that gfter ascertaining the
mean of Revenue collected in the Commonwealth, all States contributing more “than
the meéan shall in each of the five succeeding years be reduced by one- Jifth of that
excess, and in like manner all States contnbutmg less ‘shall be raised by one-fifth of
then' deﬁuency

Example: on page 8 shows New South Wales to contribute to the first - year’s
Unlfmm Tariff seven shillings and five pence per head more than the forty-six shillings
which is the Commonwealth mean, and Tasmama is shown to contribute twelve shillings
less than the mean, :

~To make clear the mteutlon that the excecs contnbuted by some States, and the
deﬁcxency dlccovered in other States shall dumncr the ﬁve years be adjusted so thdt at
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the end of the fifth year all shall alike, by the five annual distributions, reach the same
per capita Revenue, the Sub-section 5, in my opinion, must be read, thus—

1th-for the first year, Aths the second, 3ths the third, .')-ths_ the “fourth, #ths the
fifth year. Coe

The word “ four” in that Sub-section 5 is a mistake, as it Would only distribate
four-fifths, and “four” is:inconsistent with the context. I urged this on the: attention

of the Treasurers at the Convcntlon but any necessary amendment was left -for ﬁnal ‘
C()nvenmon

The surplus ascertained in the first year's operation of Unn"m m Tariff is as given,
page 10, £5, 537 189. ST '

No other method of distributing that surplus by addition or subtraction of 1th
-annually of tlie difference between the mean and the separate State Revenues will
conform to the provision of Clause 93, that after five years ** Each c§tate shall be deemed
to contribute to the Revenue an equal sum per head of its population.”

\




TABLE SHOWING THE EFFECT OF PER GAPITA DISTRIBUTION OF EXPENDITURE

of the Commonwealth, with the Gains or Losses of each State on the basis of its actual Expenditure on the mean of the three vears 1893-4- 5.

ESTIMATED COST AND INTEREST ON WORKS PROPOSED. TO BE TRANSFERRED.

New Soutn VieTonia Souta West TA“MNul B Frve.
WaLzs. ' Avustraria. | Ausrrava. | ST |0 CoroNiEs.
E.dumdted Cos £ of kas and Buildings transferred—= |-~ £ £ £ - N A i f: R P £
Defences ........ rr e s gaereas vereeees 31,7':43,579 1,800,000 241,166 220,060 4 150/000 - | 3,954,645
-Customs and Post and Ieleomph Offices .vueuens w3 Oar y PO 110,000 7 L. a '
Felemap‘l Counstr uctxon ............................... 5 1’714’462 I’QSO’QOO 1,232,501 500,000 { -143;000 } 5’255’9‘63
TOtL COSturvvvrnrraeernserenessserennnesenninen| | 3,458,041 | 3,085,000 | 1,473,667 | 820,900 403,000 | 9,240,608
Interest-to be received on dbO\L W01ks at 3 per cent. 103,741 92,550 44,210 ‘24'?,'627 '.]2,0‘9'0 277,218
Maintenance on ditto ditto at 1 per cent. .o.oovverirunai 34,580 30,850 14,73 7 8209 4030 92,406
"Total Interest and Maintenance ....... enrerans J 138,321 123,400 58,947 32,836 16,120 369,624
B&LANCE, GAIN OR LOSS ‘B'Y DISTRIBUTION OF FEDERAL EXPENDITURE AND T'RANSF.ER‘OF STATE 'EXPEP?]:)ITURE/S.
LOSS By DisTRIBUTION ‘OF T EDERAL EXPE’\IDITURD ON ' ,
Basis or Poruratiow, -viz. :— ) \ : ’ ’ 3 : o
Tor Services transferred ereiaten aeantnees arenenanaannes 517,099 468,183 143,545 54,978 66,195 - 1,250,000 .
Existing Profit on Post and Tdeglaph transferred | — — 15,556 - 15,600 . 30,556
Total Loss.....;-.-....v ..... PV, rieeeieennnd - B1IT,099 468,183 | - 159,101 54,978 81,195 . | 1,280,556
GAIN By Sta1e EXPENDITURE TRANSFERRED, iz, i — I _ o L R o f
Defence.....cviviiniiniiiiivinnnnnn, Crciveesarresrseresaes 226,909. 182,643 38,182. 11,671 - 79552 468:957
Customs and EXCIS€. e veuerereeinieieiveresnsonnerananes 75,796 "73:673 24,155 -13,356" - 6667 193;647
Interést and ‘Maintenance of Woxks tlansfened as C _ . _ _ o _
B 110k P S SN 138,321 | 123,400 68,947 32,836 165120 - 369,624
Existing Loss on working' Post and lelemaphs. 208,243 -52,630 = 9078 o 269,901
Total Gainl +vvvvrersersenssinsvonseesssneres v 649,269 | 432,346 | 121,984 | 66,941 32339 | 1,302,179
e NET LOSS wernreensconreonne Ceereresensses eeees. — 35,837 37 é17 — - 48,856% C—
BALANCE{ y 7 GALN +vrveeersesisseer s s —— 132,170 _ Al 11,063 | - — 21,623
# TOASIIAIIA c4retrerereramsinrsisesiniisinissisnssranmesensssans o £48,856

Plus share of £300,000 original Expenditure ...,

15, ,887

e £64,748, 85 0n page 3,

e

(g6 "R
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NEW SOUTH WALES COMPENSATED

On 'page 3 is shown the effect on ‘Tasmania’s Finance. ot the pu capila
-distribution of Federal Expenditure. . ' B -
N ’ ' :

The table, page 8, showing the per capite distribution of Expenditure of the

Commonwealth, enables examples to be set out of the operation as it atfects each State.

,_ ‘It shows how New Scuth Wales is largely ‘compensated bv the transfer of much of
- her Service Expenditure to other States for the loss she makes by the sliding scale over
five years applied to Revenue from’ Cust01ns and Excise, which is, as btated on page 10—

, £
For the First year....c..ovvviiiiiiiennicenannnne » 91,819
" Second year.......icoee..... e evene 183,638
Third year .......icoveviannnen. reeenes - 275,457
Fourth year...,...cocivieviiinninninn. - 367,276
- Fifth year -........... e erreeaeas 459,095
Being a loss in the five years R SPUUTR aeenes £1,377,285
‘As a set-off there is the saving to- New South Wales
by a transfer of "éxisting Expendlture upon services
transferred to Commonwealth which on the mean
" of years 1893-4-5, as set forth on page 12 £649,269
as against the per capita distribution of
‘the £1,250,000 of.......... eeerieneees weeee, 017,099
"an annual saving for five years of......... © 132,170 = 660,850
thus reducing the loss to - ..occvviiiiiiniiiiiniiiiinn, £716,525
or £143,305 per annum. - e
‘1n the case of Victoria, the corresponding figures are— £
Her gain by the sliding scale for the 1st year......... . 121,486
N -2nd year ....... e 242,972
3rd year -......... 304,458
4th year ......... 485,944
5th year ......... - 607,480
A gain in the five years of ....;eiveviiiiiiiiininn . £1,822.290
Unlike New South Wales, which loses Revenue but gains
by per capita distribution of Expenses, it will be seen
that Victoria gains Revenue by the sliding scale, but
loses by the per capita distribution of E\penses per
annum— ‘ _
For five years........cocuvenenenns eeeeens .o £35,837 = 179,185
Being a total gain in the five years of ............... £] ,643, 100
1R the case of South Australin— = | 2
- Tive years’ loss of Revenue by tue sliding sca]e I8 ... . 8715
Her loss by the per capita distribution of Expenditure i
' per annum for five years, £37,817 ................ = 189,085

“Being a loss on“the five years of....c.... ..., erereens £197,800

——y— ]
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In the case of West Australia—\ L N £

Five vears’ loss of Revenue by the sliding scaleis ..., - 718,905 ., "
Her gain by the per capita d1smbut10n of Expendl— S
ture per annum for five years, £11,963............ =" 59,815
Bemg a loss in t.he five vedrs Ofceuiecueenssenenees £659,090
In the case of F asmania— 3 - £ -
Five years’ gain of Revenue’ by the sliding scale is ... 281,025
Her loss by the pér capila distribution of Expendlture I
per anrium for five years, £48,856........c.cc.0v0en .= 244,280
Being a gain in the five years-of...... S hevienas L £36,745

The ﬁo ures: produced for each Colony as the loss or gain in the five years do not
Tepresent the amounts by which individual States will need to supplement the present
revenues. . Each is affected by the loss of revenue by Intercolonial Free-trade, and one
example, that of Tasmania, will suffice to show the full effect of all changes :—

" Loss for five years by Intercolonial Freetrade £40,072 200,360

Five yearly contributions and share of new , '
expenditure £300,000 .....cooiiiiiiiiinnn.n, =£15,889 = 79,435 .

: £279,795
Less gain in the ﬁve years between sliding e
, scale additions of revenue and per capua

distribution of expenditure .................. ‘ 36,745

£243,050

This can be reconciled with the examples given of Tasmania’s loss by Federation
in five years on page 6, £330,795, by the fact that these calculations are in actual
Customs and Excise of 1897, £370,000, while the latter are based on mean of Customs
1893-4-5=£265,518. ' ' : o

The larger amoﬁnt, £330,795, and not the smaller, £243,050, is what confronts us. .
TOW. ‘ . : ~ i

All such figures are subject to the influences of freedom of Intercolonial - I‘m'le
and whether we may look for a declining or increasing power of our people to consume

-dutiable goods, and to our Post, and Te‘emar)h Depdltment to maintain .the sulplus
Revenue. )

.
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SIR GEORGE ‘"TURNER'S -.PROPOSAL

in Finaneé Committee, whxch Mr. Henry voted for, T against, to smpnso of thLel— :

Federation to tal\e 1e~p01151blhty for all 1nte1est Five £
B 6c) o U SR SO SO reeeee 5,419,123
And Customs and Excise Revenue from ' :
each i in satisfaction, mean of 1893-4-5,

, 5 BEEIAL vee it e et et e e e £5 704, 000
To be reduced by Intercolomal Free- _ '
tlade..............- ............ P 857,000 o
R L—— . 4,847,000
Annual deﬁc1ency in Commonwealth Excliequer £572,123
. Plus original expenses ....... seeseeas £300,000 o
Services taken over............... veeees 1,250,000 '
' —_— 1, 550 000
2,122,]"3

Necéssitatig: the issue of plecept or clmm on the Tlve Coloniés of £2 122,1 ’3 pex
annum. - : S : C o _

In course of time this would be 1educed by unification and consohdatlon OF debt at .
possibly Three per cent. 2

How would each Colony make up 1ts shale 7
Tasmann would need new taxing measures for £110 653

The inequity of proposal— . . C
' "INTEREST. ©  CUSTOMS.- LOSSES. " GAINS.

New South Walés... £2,158,170 ° 2,295,000 136,830 "

Victoria cooeveveevennns 1,840,789 1,945,000 104 211 . o
‘South Australia...... 931,573 550,000 381,573
"West Australia ... 179,431 - 603,000 423,569

- Tasmania ....e....:. 300,160 311,000 1840
. Test Tasmania by ]897 . ' .
... Customs compaled with- - :
" the mean of 1893-4-5, ’ , N
viz., £311,000 ........ ' . 350,000 40,840

Testing- New South ‘Wales by its Freetrade uauﬂ" now producing 134 millions,
Mr. Reid exclaimed—* How can I ask my people to agree to a proposal which forces
the Federal Executive to adopt a maximum Tariff, .md reverse in New South Wales
out Freétrade policy” ? - :

. Testing West Australia ‘by her ‘Custorns, wlﬁele a populatlon of 150, 000- now yields
beyond one “million sterling, she could not agree. :

The Committee wished to fix upon 1895 Customs Revenue of the Common-
wealth as the basis to establish sulplukeh Mr. Henry favoured this, hut Tasmania
could not consent to it. :

Comparing 1895 with 1897, as a proof that no one year can safely be taken as a
basis—
_ 1895. 1897.
Customs for Tasmania ...... £304,000 £350,000

Forced back upon book-keeping Detween the States, the Committee adopted my
proposals,—viz., each State receive of Revenue in proportion to its contribution, and pay
the local expenditure. No State could complain; none would make any sacrifice.

The Convention altimately adopted Mr. Reid’s proposal of the sliding scale to
equalise the Revenue in five years, shown on page 10.
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Tue Government -Statistician has compiled the following Table from the latest State
Accounts published.. The result in gains and losses fully confirm the ﬁoures

plevmusly submlttcd by nme.

P. 0. FYSH..
o 1.6.97.
PROBABLE RESULT OF TRANSFER

of the following Functions and Obligations to Federal Government. (Based upon

latest figures available.) _ N
Sratr Loss AND GAIN BY— Nwﬁgﬁuth Victoria. Aﬁgg:ﬂiia. Au‘lg:ia. Tasmania. COIl"(i);?c&
Year ended..ccoaueenenan. 30. 6. 96.| 30. 6. 96. (30. 6. 96.[31.12.96. 31.12.97.
£ £ £ ] £ | £
LOSS BY TRANSFER— : . : ‘ .
Customs and Excise Revcnuc epenaes 1,928,379 | 2,030,702 | 591,312 996,313 | 370,000 | 5,916,705

GAIN BY TRAI\SFI‘R— ) o T ] :
Customs and Excise Expendltme 70,139 68,059 | 25,116 | 29,077 6634 -199.025

“Post and Telegraph Expenditure :..... 788,860 |© 507,460 | 198,541 269,012 | 61,480 | 1,825,353
Defence Expendltule ..................... 140,009 | 168,575 | 25,930 | 12,790 9552 356,855
dnterest and Maintenance of Works | o . :

transferred prendmne....- ........... 138,321 123,400 | 62,337 | 32,836 | 16,120 873,014
Quarantine Expenditure ............... 3500 2200 720 500 500 7420
Lights and Beacons Expenditure ....:. 13,700 13,600 8149 | 14,095 St .. 48,944

: . 1,154,529 | 882,694 | 320,793 JaS 310. '94,286 2,810,612
Less Revenue from Post and Tele- ’

graphs ....... e ————— 648,851 | 516,566 | 246,613 | 186,141 | 76,480 | 1,674,651
Gr058 GIaiN <veevereeererrveenneennn |, 505,678 366,128 | 74,180 | 172,169 | 17,806 | 1,135,961

STATE Loss ......... +.1,422,701 | 1,664,574 517,132 |824,144 | 852,194 | 4,780,745

BALANCE { -
| STATE GAIN .........

PROBABLE FEDERAL REVENUE AND SURPLUS.

New Expenditm'-:e ........................... v e - 300,000~

Net Cost of Services transferred as. ) . . C
above® o B Ve 1,135,951
Necessary Surplus to make goud State s

LObSGSﬂbﬂbOVCTt ................... s | I R '4,780,745:\

Total Federal Revenue necessary

to he raised by a uniform Tauiff ... P— e . . 6,216,706~

‘

1L.0SS OR GAIN TO THE SEVERAL STATES, ASSUMING THAT SURPLUS IS
RETURNED ON THE BASIS OF POPULATIOV .

State Loss by Transfer as aboveJr.../. ..... 1,422,701 | 1,604,574 {517,132 894,144 852,194 4:,780,.745 :

Federal Surplus distributed on. basis of

Population ceeeeiiereriiiiien e 1,977,695 | 1,790,612 | 549,000 210,270 253,168 | 4,780,745
ULTIMATE | Loss PER axxoao oo Lo |613,874 | 99,0267| 712,000 L
ATATE Gty pon awvuw.| 554994 126,038 | 31868 | .. | 712,900

' ROBT. M. JOHNSTON, Government Staz‘unuun, Tasmania.
A = 1.6.97. : '

It is notewmthv that two persons working upon different lines, and producing dis--
similar tables, arrive so nearly at similar conclusions. Mr, J ohnston arrives at £99,026 .
per.annum: as an amount necessarily to be found by Tasmania in consequence of:
Federation. I have, in the difference between First and Thnd Examples, on page 5,
estimated the amount at £103,629.

- P. 0. FYSH.

\
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DISTRIBUTION OF FEDERAL SURPLUS.

“Probable immediate Effect of the adoption of a Uniform Federal Tariff according
to provisions-of the Adelaide Convention Draft Bill. '

(Based upon the latest figures available relating to the Five Colonies.)

New South L South’ | ~ ‘West - . Five

“Wales. tho“@‘ Australia.| Australia. 'l‘asn.lama. Colonies.
£ P P i I P P

1. Net Yearly State Loss of Revenue
involved in giving up control of . Y
Customs, Excise, and transferring
certain Services with their Revenues

AN COSErerrerrrerrreeerereeereeneenns| 1,422,701 | 1,664,574 | 517,132 | 824,144 |852,194 | 4,780,745

9. Net Burden transferred to Federal
Government by Transfer of Ser- - :
VICES.cvererreeeeivtrreanenreereeteenneans 505,678 366,128 | 74,180 172,169 | 17,806 | 1,135,961
3. Equitable Burden ditto ................ 469,923 425,471 130,449 | 49,962 | 60,156 | 1,135,961
Ditto ; Above Equity ........ ee 35,755 — — 122,207 |  —
Below Equity .....oo.e. — 59,343 | 56,269 — 42,350
-4. Federal Surplus distributed on basis o . T
of Population....ceueeeeiiins oienin, 1,977,695 | 1,790,612 | 549,000 | 210,270 {253,168 | 4,780,745
~ Ultimate State Loss } Gain ...... - 854,994 126,038 | 31,868 — — 1 712,900
or Gain - § Loss ...... — — — 613,874 | 99,026 712,900
5. Ultimate distribution of Federal
Surplus if corrected for unequal
transfer of Services .oiooocveieiiiiiil 941, 40 | 1,849,955 | 605,269 | 88,063 | 295,518 | 4,780,745
s ain..| 519,280 5,381 ,187 92,757
Corrected State Loss or G‘““{ 1(%3:2 P1920 1 185581 ) 881 736,081 | 56,676 | zg.,,/ﬂ
PERCENTAGE.
1. Net yearly State Loss ......ccceeunnenee 2076 34-82 10-82 1724 736 100
‘2. Net Burden of Services transferred... 44-51 32:23 6-53 1516 157 100
-3. Equitable Burden ditto ........c........ 4136 3745 1148 | 440 531 160
4. Federal Surplus distributed on basis |- .
of Population.........co.eeiiniannne. 41-36 3745 | 1148 4-40 531 . 160
-5. Ditto if corrected for unequal trans- . ‘ -
fer of Service Burdens ..:. .......... 40-62 3869 12-66 1-84 -6:19 100

The analysis shown in the preceding tdbleb show the insuperable difficulties
involved in any scheme which, as in the proposed Draft Bill, attempts to distribute the
necessary Federal bulplus on the basis of populdtmn

Tasmania would require to double nearly her existing heavy Land and Income Tax
(an impossibility) to make good loss of income, viz. £9¢ g ,026, while the loss of West
Australia of £613,874 (or, corrected for unequal burden of Ser vice, £736,801) .would only
leave her £88,063 to carry on local functions, which in the year 1896 required from her.
an outlay of £b°4 144. It is a luxury of choice with the other Colonies whether they.
;accumulate their smpluseb or abate their direct taxes. Tasmania, on the other hand, can-
not increase her already overburdened direct taxes, and, therefore, to heralso the Finance
‘proposals are impossible. The only feasible way out of the d1fﬁculty is for a limited
number of years, say five or six, to return the Federal Surplus on the percentage pro-
portion which each State’s loss of income by transfer bears to,the aggregate loss— see
Item 1. This would be the only way to pldctlcally overcome the ditliculty involved.
‘The sliding scale provided by the Convention is altogether 1nadequdte to adjust
differences and losses of this kind ; and, moreover, it assumes that in five years the
difference would be so far removed as to render this aid of no further use. The
arrangement, too, of diminishing or-increasing State surpluses and deficiencies during
the flve years after the introduction of a unlfoml tariff is also open to the serious

\
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-objection that it inverts the natural order of necessary aid to the Colonies who: are in
the greatest strait. It surely must be conceded that if we reckon upon the conditions
-of Western Australia and Tasmania on the basis of population assuming normal propor-
tion at the end of five years, the need of relief to each Colony ought to diminish as we
approach the end of the quinquenniad ; and consequently the mavimum of relief” from
the sliding scale should begin with the first year and gradually diminish to zero when
‘the term for such a provision ceases—that is, five-fifths for the first year, four-fifths for -
the second year, three-fifths for the third year, two-fifths for the fourth year, and one-
fifth for the ﬁfth year, coming to zero in the sixth and future years.

’

Obwouslv this is the true natural course, and not that proposed.

The 1mmec11ate years are those which it may be expected to be most hardly borne,
and which should be afforded corresponding relief if the sliding scale is to be of any
ase.

’

R. M. J OH\TSTON Glovernment Statistician, Tasmania.
3. 6.97.
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