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THE ROYAL COMMISSION. 

GEORGE R.I . 

. GEORGE THE FIFTH, by the Grace of God, of the United 
Kingdom of Great Britain and Ireland and of the British 
Dominions beyond the Seas King, Defender of the Faith 
Emperor of India, to . ..' 

Our Right Trusty and Well-beloved Counsellor EDWARD 
HILTON YOUNG, Companion of the Distinguished Service Order, 
upon whom We have confen-ed the Decoration of the 
Distinguished Service Cross, Lieutenant-Commander, lately uf 
Our Royal Naval Volunteer Reserve; and 

Our Trusty and Well-beloved:...,-
Sir RAJENDRANATH MOOKERJEB, Knight Commander of Our 

Most Eminent Order of the Indian Empire, Knight 
Commander of the Royal Victorian Order; 

Sir NOROOT HASTINGS YBELES WARREN, Knight Com
mander of Our Most Eminent Order of the Indian 
Empire; 

Sir REGINALD ARTHUR MANT, Knight Commander of Our 
Most Eminent Order of the Indian Empire, Companion 
of Our Most Exalted Order of the Star of India, Member 
of the Council of In'dia; 

Sir MANBCKJI BYRAMJI DADABHOY, Knight Commander of 
Our Most Eminent Orner of the Indian Empire, Member 
of the Council of State; 

Sir HENRY STRAKOSCH, Knight Commander of Ourr.J!I?st 
Excellent Order of the British Empire; > 

Sir ALEXANDER ROBERTSON MURRAY, Kuight, Com nion 
of Our Most Excellent Order of the Britiah Empire; 

Sir PunSHOTAMDAB THAKURDAS, Knight, Companion of Our 
Most Eminent Order of the Indian Empire, Member of 
the Legislative Assembly; 

JABANGm COOVBlIJRB COYAJBB, Esquire, Professor of 
Political Economy and Philosophy in the Presidency 
College at Calcutta; and 

WILLIAM EDWARD PRESTON, Esquire: 

GREETING! 
Whereas We have deemed it expedient that a Commission 

should forthwith issue to examine and report on the Indian 
Excha.nge and currency system and practice, to consider whether 
any modifications are desirable in the interests of India, and to 
make recommendations: 

Now know ye, that We, reposing great trust and confidence in 
your knowledge and abi,lity: have authorised and appointed, and 



ill 

do. by these Presents authorise and appoint you, the said Edward 
Hilton Young (Chairman); Sir Rajendranath Mookerjee; Sir 
Norcot Hastings Yeeles Warren; Sir Reginald Arthur Mant: 
Sir Maneckji Byramji Dadabhoy; Sir Henry Strakosch; Sir 
Alexander Robertson Murray; Sir Purshotamdas Thakurdas'; 
Jahangir .Cooverjee Coyajee and William Edwatd Preston to be 
Our Commissioners for the purposes of the said inquiry : 

And for the better effecting the purposes of this Our Commis
'sion, We do by these Presents give and grant. unto you, or any 
Jqr'l!l or more of you, full power, at any place in Our said United 
Kingdom of Great Britain and Ireland, or in India, to Gall before 
you such persons as you shall judge likely to·afford you any infor
mation upon the subject of this Our Commission; and also, 
whether in our said United Kingdom, or in India, to call for 
information in writing, to call for, have access to and eX,amine 
all such books, documents, registers and records as may afford 
you the fullest information on the subject, and to inquire of 
and concerning the premises by all other lawful ways and means 
whatsoever: 

And We do by these Presents authorise and empower you, 
or anyone or more of you, to visit and personally inspect such 
places as you may deem it expedient so to inspect for the more 
effectual carrying out of the purposes aforesaid: 

And We do by these Presents will and ordain that this Our 
Commission shall continue in full force and virtue, and that you, 
Our said Commissioners, or any three or more of you, may from 
t~me to time proceed in the execution thereof, and of every 
matter and thing therein contained, although the ~'8.me be not 
continued from time to time by adjournment: 

And We do further ordain that you, or Imy three or more of 
y.ou, have liberty to report your proceedings under this Our 
Commission from time to time, if you shall judge it expedient 
so to do: 

And Our further will and pleasure is that you do, with as 
little delay as possible, report to Us undE'r your hands and seals, 
or under the hands and ~eals of any three or more of you, your 
opinion upon the matters herein submitted for your consideration. 

Given at Our Court at Saint James's the Twenty-fifth day 
of August, One thousand nine hundred and twenty·five, 
in the sixteenth year of Our Reign. By His Majesty's 
Command. 

. W. JOYNSON-HIoKS. 

ROYAL COMMISSION ON INDIAN CURRBNOY 
AND FINANCB. 

The Cost of Printing and Publishing this Report is estimated 
by the Stationery Office at £194 50. Otl: and the total cost of the 
Commissia& is estimated at &bout Ra. 3,31,000. 
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ROYAL COMMISSION ON INDIAN CURRENCY 
AND FINANCE. 

REPORT TO THE KING'S MOST EXCELLENT 
MAJESTY. 

MAY IT PLEASE YOUR MAJESTY, 

We, the undersigned Commissioners appointed to examine amf 
report on the Indian exchange and currency system and prac
tice; to consider whether any modifications are desirable in the
interests of India; and to make recommendations; humbly sub
mit to Your Majesty the following Report :-

1. INDIAN CURRENCY SYSTEM. 
Historical Retrospect. 

1. The history of Indian currency is fully summarised in the 
Reports of the Herschell, Fowler, and Babington-Smith Com
mittees, and the Chamberlain Commisaion, and it is brought 
up to date in the memoranda on the subject prepared. by the 
Secretary to the Government of India in the Finance Depart
ment and the Financial Secretary of the India Office which are 
printed in an appendix- to this Report. The whole narrative
need not be repeated here. Our historical retrospect will be con
fined to a brief review of those facts and events of the past which 
chiefly influence the present and serve as a. guide to the future. 

\!. Before 1893 India had a mono-metallic system with silver 
as tbe sta.ndard of value. In order to avoid the embarra.ssing 
fluctua.tions in the ra.te of exchange with gold standard countries, 
which were caused by the fall in the price of silver, it was. 
decided in 1893, in a.ccordance with the recommendations of the 
Herschell Committee, to close the mints to the free coinage of 
silver. The stoppage of silver coinage wa.s followed by an appre
ciation of the rupee, and by 1898 it had reached the level of 
Is. 4d. The rupee remained unlimited legal tender, and was the 
standard of value for all interna.l transa.ctions. 

3. The policy adopted in 1893,. by the closing of the mints to 
the free coinage o£ silver, had for its declared object the estab
lishment of a. gold standard for India., and the Fowler Com
mittee (appointed in 1898) wu.s invited to consider how thia. 
object could best be secured. The relevant recommendation of 
tne Committee wu.s u.s follows :-'-

Paragraph 54. .. We are in fa.vour of ma.king the British 
sovereign a. lega.l tender and a. current coin in India.. We 
also consider tha.t. at the sa.me time, the Indian Mints 
should be thrown open to the unrestricted coinage of gold 
on terms and conditions such u.s govern the three Australia.n 
Branches of the Roya.l Mint. The result would be that, 
under identical conditions, the sovereign would be coinea 

• Appendi .... N .... Sand 69. 
59100 



2 ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE. 

and would circulate both at home and in India. Looking 
forward as we do to the effective establishment in "India of 
.a gold standard and currency based on the principles of the 
free inflow and outflow of gold, we recommend these mea
sures for adoption." 

4. This recommendation was accepted by the Secretary 
of State and the Government of India, and the effec
tive establishment of a gold standard based on a gold 
currency thus became the recognised object of the Govern
ment of India and its advisers. But the Government's first 
attempt to introduce gold into circulation was not a 
success, and the Indian Currency system developed in 
the years that followed along lines different from those 
foreseen in 1898. Gold never· became a substantial part 
of the circulation. Apart from small change, the internal 
currency consisted almost entirely of tokens, one printed on 
silver, the rupee, and the other on paper, the currency note. Their 
value was maintained at Is. 4d. gold (there was during this 
I'eriod no difference between sterling and gold) by the offer of 
the Searetary of State to sell bills on India without 
limit of amount at Is. 4Ad. and by the sale of drafts 
on the Secretary of State on occasions when owing to 
temporary variations in the currents of trade, exchange 
tended to fall below the Is. 4d. level. The latter process 
was not, however, the subject of a statutory obligation, nor was 
it in practice carried out as a matter of course; e.g., the Sec
retary of State had to be consulted before offers of reverse 
remittance wllre announced, and the Government of India never 
went so far as to undertake to offer sterling drafts in all circum
stances. The standard thus evolved was commonly known as 
a. gold exchange standard, although in truth in so far as it . 
amounted to a definite standard at all, it was a standard of 
-sterling exchange. It was in operation at the beginning of the 
war in 1914. 

5. The Chamberlain Commission, which was appointed in 
1913 to enquire, among other things, whether the then existing 
;practice in currency matters was eonducive to the interests of 
India, reported inter alia as follows:-

Para. 223.-(iv) .. The time has now arrived for a rec6n
sideration of the ultimate goal of the Indian currency 
system. The belief of the Committee of 1898 was that :) 
gold currency in active circulation is an essential condition 
of the maintenance of the gold standard in India, but the 
history of the last 15 years shows that the gold standard 
has been firmly secured without this condition. 

(v) It would not be to India's advantage to encourage 
an increased use of gold in the internal circulation. 
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(vi) The people of India neither desire nor need any 
considerable amount of gold for circulation as currency. 
and the currency most generally suitable for the internal 
needs of India consists of rupees and notes. 

(vii) A mint for the coinage of gold is not needed for 
purposes of currency or exchange, but if Indian sentiment 
genuinely demands it, and the Government of India are 
prepared to incur the expense, there is no objection in 
principle to its establishment either from the Indian or 
from the Imperial standpoint: provided that the coin mint...Ai 
is the sovereign (or the half-sovereign); and it ia pre
eminently a question in which Indian sentiment should 
pl·eva.il. 

(viii) If a mint for the coinage of gold is not established, 
refined gold should be received at the Bombay Mint in 
exchange for currency. 

(ix) The Government should continue to aim at giving 
the people the form of currency which they demand, 
whether rupees, notes, or gold, but the use of notes should 
be encouraged. 

(x) The essential point is that this internal currency 
should be supported for exchange purposes by a thoroughly 
adequate reserve of gold and sterling." 

'rhus, in effect, the Chamberlain Commission, in its recom
mendations, abandoned the ideal of a gold standard ba.sed on. a 
gold currency, and accepted in its place an exchange standard 
with an excrescent currency of sovereigns not essential to the 
working of the system. Owing to the outbreak of the War, no 
action was taken on these recommendations. 

6. The War of 1914-18 put the currency system of India, in 
common with those of all other countries. to a severe test. The 
price of silver rose to unprecedented heights. and the material 
of the silver token became worth more than its face value. The 
Government found it difficult to continue their unlimited offer of 
rupees at the long-established rate. There was a keen demand 
for Indian exports. and there were exceptional disbursements 
to be made on hehalf of the British Government. Internal cur
rency hnd to be in some way provided; and it could no longer 
be provided on the old terms. Confronted with these difficnlties, 
the authorities allowed the rupee, so long anchored at 18. 4<l., 
to break loose from its moorings and follow the course of silver 
pri('6S. The rote of exchange accordingly rose rapidly until it 
reoched 28. 411. (sterling) in December. 1919. 

7. The Babington-Smith Committee was appointed in May, 
1919. when the rate was 18. ad.. .. to examine' the effect 
of the 'War on the Indian El:change and Currency 

69100 &5 



4 ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE. 

system and practice, .. to consider whether, in 
the light of this experience and of possible future variations 
in the price of silver, modifications of system or practice may be 
required; to make recommendations as to .... the policy that 
should be pursued with a view to meeting the requiremeuts of 
trade, to maintaining a satisfactory monetary circulation, and to 
ensuring a stable gold exchange standard." These terms of 
reference precluded the Committee from considering alternative 
standards of currency. The Committee accordingly directed its 
attention to the re-establishment of stability uuder the then 
existing exchange standard, a stability which had suddenly 
been overthrown by the unprecedented rise in the price of silver 
and by the divorce of sterling from gold. Taking into account 
the high range of silver prices and the importance of safeguarding 
the token character of the rupee they recommended the stabilisa
tion of exchange at 28. (gold). They further recommended that 
during periods of exchange weakness, the Government of India 
should be authorised to announce, without previous reference to 
the Secretary of State, their readiness to sell weekly a stated 
amount of reverse councils. 

8. J'hese recommendations were accepted by the Secretary of 
State. The pUblication of the Report, in February, 1920, 
coincided with a keen demand for remittances to London, and 
steps were at once taken to maintain the new exchange rate of 
28. gold recommended by the Committee by the offer of reverse 
councils at a rate founded on that ratio, allowance being made 
for the depreciation of sterling in terms of gold, as shown by 
the dollar-sterling exchange. The rates for reverse councils 
offered by the Government thus varied from 28. 3Hd. (sterling) 
to 28. 10fid. (sterling). By the Indian Coinage Amendment Act 
(Act XXXVI of 1920) the sovereign was made legal 
tender at Rs. 10. The attempt to hold the rate at 28. 
gold was not successful; and the Government thereupon tried, 
with effect from the weekly sale on the 24th June, 1920, to 
maintain it at 28. sterling. This attempt also failed, and was 
abandoned on the 28th September. The Government of 
India at this period were unable to contract currency 
in India at the pace at which world prices were falling. 
All they could do was to avoid further inflation and to 
effect some measure ·of contraction. This was insuffici~nt 
to arrest the falling tide of exchange, which early in 1921 felt 
below the low level of lB. 3d. sterling and lB. gold. The~. 
ratio, passed in 1920, remained on the statute-book, and was 
ineffective for purposes of tender of gold to the currency office. 
1ly January, 1923, the tide had definitely turned; exchange 
recovered to 18. 4d. sterling, and showed a general ten
dency to move upward. It reached the level of lB. 6<1. sterling 
in October 1924, at which time it was equivalent to about lB. 4d. 
gold. From that time till March 1926, the upward tendency of 
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exchange continued, but it was prevented from rising above 
Is. 6d. by free purchases of sterling on the part of Government. 
Meanwhile sterling was restored. to parity with gold about the 
middle of 1925 and during the 12 months which liave since 
elapsed the rupee has been in the neighbourhood of Is. 6d. gold. 

9. Such are the salient features in the history of Indian 
currency to which attention is necessary in order clearly to 
apprehend the present, and reasonably to plan for the future. 
Our task is to examine whether any modifications are desirable 
in the conditions and practice which have come into being 
as a result of that process of gradual evolution which has 
been briefly described. For this purpose we must analyse the 
existing state of affairs both in its economic aspect, which is 
that of the standard of currency, and in its administrative aspect, 
which is that of the authority to control the currency. The 
object of the analysis is to determine the advantages of the 
existing system and its defects. When its characteristics have 
thus been distinguished we shall deal with the various remedies 
that might be applied for the removal of the defects, and we 
shall explain in full the proposals which we make for that 
purpose. In a further section of the report we shall deal with 
the question of the rate at which the rupee should be stabilised. 

The Exlsting System. 

10. At the present time Indian currency consists of two kinds 
of token, paper notes and silver rupees, whi~h are mutually con
vertible. The paper note'is in form a promise by the Government 
of India to pay to the bearer on demand a specified number of 
rupee!!. The rupee is a silver coin 180 grains in weight and 
eleven-twelfths fine.· In addition to these two kinds of token. 
the sovereign is by statute legal tender for Re. 10, &lid the 
Government is under an obligation to pay Rs.10, when sovereigns 
are presented for encashment. As, however, the price of gold is 
considerably above this parity, the sovereign has disappeared 
from circulation and is not issued by or tendered to Government. 

11. The value of both forms of token currency in relation to 
sterling is at present being maintained between the gold points 
edrresponding to II gold parity of 18. 61l. No obligation has 
been assumed, but the Government as currency authority have 
freely purchased sterling when the rate has stood at 18. ~., 
and recently, in April, 1926, authorised the Imperial Bank, 
to make an offer on their behalf to sell sterling at lB. 5ill. 
The stability of the gold value of the rupee is thus based 
upon nothing more substantial than a policy of the Government, 
and at present that policy can be found defined in no notification 
or undertaking by the Government. It has to be implied from the 

59100 a. , 
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acts of the Government in relation to the currency, and those 
acts are subject to no statutory regulation or control. 

Reserves. 

12. For the purpose of maintaining the value of the token 
currency, the Government of India hold two re~erves--the Paper 
Currency Reserve and the Gold Standard Reserve. The former 
is composed of the ptoceeds of the note issue and is held 
as a backing against the notes in circulation; the hItter 
has been accumulated from the profits of the coinagfl of 
silver rupees and is designed primarily to maintain the 
external value of those coins. The permanent constitution 
of the Paper Currency Reserve provides for a holding of gold 
and silver metallic reserves of not less than 50 per cent. of 
the total note circulation, and for the balance to be held in rupee 
and sterling securities. These permanent provisions have not yet 
become operative, and in the meanwhile the reserve is governed 
by transitory provisions under which the fiduciary portion is 
limited to a maximum of 100 crores of rupees, and the balance of 
the reserve is held in gold and silver coin and bullion. The 
actual constitution of this reserve on the 30th April, 1926, twas 
as follows:-

Silver coin 
Silver bullion 
Gold coin and bullion 
Rupee securities ... 
Sterling securities 

Rs. Orores. 
77-0 
7'7 

22'3-
57-1 
21'0-

185'l 

The Gold Standard Reserve at present amounts to £40,000,000. 
It is invested in British Treasury bills and other sterling 
securities. 

Up till April, 1923, the interest on the investments in the Gold 
Standard Reserve was allocated to the purpose of strengthemng 
the reserves. But since April. 1923, the interest has been 
credited to the revenues of the Government. Similarly, though 
the Paper Currency Act of 1920 provided that the interest 
derived from the securities in the Paper Currency Reserve should 
be applied to the strengthening of the reserves, this provision has 
never been put into operation. 

t Tbrougbout tbe Report, tbe referenoee to Ibe oon8tilution of tbe Beeerv. 
=~~h.\ ':la'::. the figure. of 30th April 1926. There h .. been 80me •• riation , 

• Converted a' the llatutory rate of 2 •. per rupee. 
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Functions of Reserves. 

13 There is no clear line of demarcation between the purposes 
for which the two reserves 1Iore respectively utilised, and a certain 
amount of overlapping is unavoidable owing to the interchange
ability of rupees and notes. Thus, though the original function of 
the Paper Currency. Reserve was to provide for the convertibility 
of notes into rupees, this function became of necessity supple
mented by that of maintaining the ext~rnal value of the notes. 
On the other hand, while the original function of 'the Gold 
Standard Reserve was to maintain the external value of the silver 
rupee, its use operates to some extent in maintenance of the 
external value of the notes. 

14. The maintenance of the convertibility of the note into 
silver rupees of the present fineness is only possible 80 long as the 
price of silver remains at such a figure that the bullion vaJue of 
the rupee is not higher than its exchange value: that is, at the 
existing exchange value, the system would be upset if the price 
of silver wercl to rise above 48d. per standard ounce. 

15. The efficiency of the reserves for the stabilisation of the 
external value of the rupee depends upon their maintenance at 
an adequate size, and upon their use in an eiJective 
manner. In principle they must be big ·enough to 
enable the currency authority to diacharge the obliga
tion to sell ~terling to any amount required in return 
for notes and rupees, they must be used for that purpose 
promptly and without condition, and the sales must be 
accompanied by an equivalent contraction of domestic currency. 
In the Indian system these principles nave not at all times been 
clearly recoguised, and they are not now, and never have been, 
IIdequately Rupported and enforced by statutory provisions. 
There is no provision lIS to IIny organic relation between the 
total volume of token currency and the amount of the 
reserves. 8<> far as the note issue is concerned, the statutes pro
vide for no minimum percentage of gold or sterling securities being 
held in the reserve as cover against the notes. Nor is there any 
such fixed relation in legard to the other form of token currency
the silver rupees. The amount of the Gold Standard Reserve and 
the time and manner of its use are wholly within the discretion 
<If the Government. The Gold Standard Reserve being buiU out 
of the profits of coinage, the amount actUlilly carried to the reserve 
depends on the price at which the silver is purchased and not upon 
the liabilities outstanding. Any estimate of the amount of the 
outstanding rupee circulation is largely conjectural; it may be 
estimated t at 850 to 400 crores, against which the reserve beld at 
present is only 58! crores-. It is true that a portion of the 

t A. '" this .. limate, ... further para.. 123 bolo .... 
• Con_ted ., h. 6d. per ru~ 
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reserve against the silver rupee is carried in the coin itself (in 
the shape of it$ bullion value) but, it is admittedly difficult to 
make any immediate use of the metallic contents of the silver 
rupees at the time wheD those rupees are seeking conversion 
into sterling. 

16. The automatic working of the exchange standard is thus 
not adequately provided for in India, and never has been. 
The fundamental basis of such a standard is provision 
for the expansion and contraction of the volume of cur
rency. As the reserve rises or falls with a favourable or an 
adverse balance of trade, the currency must be automatically 
expanded or contracted, and the adjustment between in
ternal and world prices maintained. Under the Indian 
.system, contraction is not, and never has been, auto
matic. On occasions the obligation to buy sterling exchange 
haR been discharged by the Government without any correspond
ing expansion of domestic currency: the purchaseb have in the 
first instance been made against Treasury balances and the 
currency expansion has been left to be effected subsequently 
at the discretion of the Government. More serious has been 
the absence of contraction on occasions when the currency 
authority has had to sell sterling exchange. The following table 
(prepared by the Controller of the Currency) shows how far 
the sales of reverse bills in the past have been accompanied by 
contraction of currency :-

Years. 

1907-8-9 
1909-10 
1914-15 
1915-16 
1918-19 
1919-20-21 

Amount 
of reverses sold. 

£ 
8,058,000 

156,000 
8,707,000 
4,893,000 
5,315,000 

55,532,000 

. Rupees 
received for 

reverses solri. 
Rs. Lalths. 

12,16 
24 

13,16 
7,38 
7,08 

47,14 

Amount of 
clmtracudn 

e.ffccted. 
Ra. Lakhs. 

12,16 
Nil. 
1,05 

34 
Nil. 

34,68 

17. The action of Government in avoiding the full compensa
tory contraction on these occasions was no doubt due to some 
extent to fear that the monetary stringency which would have 
resulted from a full contraction would have dislocated business. 
There were. moreover, factors at work in 1920,-such as revenue 
deficits and a large amount of maturing debt-which made it then 
difficult to e1'Joroo greater contraction. However that may be, 
it is clear that on such occasions the exchange standard was not 
being applied, and possibly could not have been applied, in 8 

normal manner. There was nothing in the Indian system to 
enforce such an application. In 1920 the consequences were 
disastrous. There must ever be danger of such disaster 
under a system which does not automatically enforce contraction 
of internal currency concurrently with the depletion of Reserves. 
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Elasticity. 

18. In a well-regulated system of currency, the volume of 
currency should vary freely in response to the varying require
ments of trade. In India there is a seasonal variation due to the 
requirements for financing the movement of crops. In order to 
provide for them, the currency authority is allowed by statute to 
issue currency notes up to a maximum limit (at present amount
ing to Rs. 12 crores) against hundis or internal bills of exchange. 
This provision has had beneficial effects in practice, but it is 
not in our opinion incapable of development and improvement in 
connection with a reorganisation of the bases of Indian currency. 
Any such provision depends for its proper operation on a plentiful 
supply of genuine trade bills. But in India, for a variety of 
reasons, most of the internal trade is financed by a system of 
cash credits or by the advance of money against demand pro
missory notes. It has, therefore been found difficult to secure 
an adequate volume of bills as cover against the seasona.! increase. 
As a result, tbe currency authority has on occasions been forced 
to provide for the needed elasticity by regulating its holding of 
sterling securities in the Reserve. 

19. A well-regulated system should also provide for a measure 
of elasticity in the expansion of currency in case of great financial 
crisis, when tue Deed for additional cash for the support of credit 
is urgent. In such case it is necessary to provide for an emer
gency issue of .curren.cy on special terms. The Indian system 
makes no express provision of the sort. 

Control of Currency and Credit. 
20. A description of the present state of affairs and an account 

of its defects would be incomplete without a reference to tbe 
subject of co-ordination of control of currency and credit. 
India is perhaps the only country, among the great trading 
countries of the world, in which the Government exercises direct 
control over currency in general and over the note issue in 
particular. The banking and currency reserves of the country 
are thus separated, which diminishes their capacity to effect 
their specifio purpose of stabilisation in the most economical 
and efficient manner. In other countries this is effected by con
centrating these reserves at a Central Bank. Moreover, Govern
ment control of currency results in a dual control of monetarv 
policy. The Government controls the currency. The credit 
Ntuation is controlled, as far as it is controlled at all, by the 
Imperial Bank. With divided control, there is likelihood of 
divided counsels and failure to co-ordinate. In fad, difficulties 
have arisen owing to the existence of two distinct authorities con
trolling currency and credit. The only certain way to secure c0-

ordination is to concentrate the controls in one hand. In other 
countries the single controlling hand is that of a Central Bank. 
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A Summary. 
21. To summarise the present state of affairs and its defects :
(1) The system is far from simple, and the basis of the 

stability of the rupee is not readily intelligible to the uninstructed . 
pUblic. The currency consists of two tokens in circulation, with 
the unnecessary excrescence of a third full-value coin which 
does not circulate at all. One form of token currency (into 
which there is an unlimited obligation to convert the other) is 
highly expensive, and is liable to vanish if the price of silver 
rises above a certain level. 

(2) There is a cumbrous duplication of reserves, with an anti
quated, and dangerous, division of responsibility for the control 
of credit and currency policy. 

(3) 'rhe system does not secure the automatic expansion and 
contraction of currency. Such movements are too wholly de
p'endent on the will of the currency authority. 

(4) The system is inelastic. The utility of the provision for 
elasticity made on the recommendation of the Babington-Smith 
Committee is affected by the methods of financing Indian trade. 

Essential Requirements. 
22. In consequence of these defects the system has not the 

confidence of the public. Some of the lack of confidence is the 
result of an exaggerated idea as to the. extent to which any 
system of currency can be made to work automatically and 
independently of expert control. But when allowance has 
been made for all misunderstandings and misapprehensions, the 
fact remains that a large measure of distrust in the present system 
is justified by its imperfections. We recognise the skill with 
which successive generations of officers of Government have 
developed a system of currency in India, and the fidelity with 
which they have administered it. From 1898 to 1914 the ex
change standard worked on the whole well in practice, except 
for certain failures of co-ordination due to the division of func
tion between the Government of India and the India Office. But 
the evolution of the Indian economic system has now reached a 
stage when her currency can and should be placed upon a more 
simple, certain, and stable basis. A substantial measure of 
stability has been attained in the past. But certainty and sim
plicity have been lacking; and for a system of currency under 
Indian conditions and for the Indian people these two last 
qualities are as vitally necessary as the first. Without certainty 
and simplicity ill'the system, there will never in India be con
fidence in the stability of the currency, and without confidence 
in the stability of the currency, the uninstructed public will 
never be weaned from those uneconomic habits of hoarding and 
that disinclination to investment which are now the worst 
obstacles to the progress of the nation. 
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Alternative Proposals for Reform. 

23. After exhaustive inquiry we have found that the possible
methods by which the defects in the present system might be· 
remedied may be reduced to three. These Bre :-

. (i) the perfection of the sterling exchange standard, 
(ii) the adoption of a gold exchange standard, and 
(iii) the adoption of a gold standard proper, with or witn

out a gold currency. 

Sterling Exchange Standard. 

24. We shall first consider the possibility of a perfected ster
ling exchange standard. The main defects m the existing system 
might be remedied by the following provisions :-

(a) the Gold Standard Reserve and the Paper Currency 
Reserve might be amalgamated and reconstituted by statute 
as a single currency reserve under the control of one cur
rency authority; 

(b) the currency authority might be required by statute 
to sell rupees for sterling without limit &t the upper gold 
point of a fixed parity and similarly to sell sterling for rupees 
at the lower gold point of the same fixed parity. 

25. By an appropriate structure built on this foundation, the 
Indian system might be developed into & perfected sterling ex
change standard, both automatic and elastic in its contraction and 
expansion, and efficient to secure stability. Such a system would 
involve the least possible holding of metallic reserves, and 
would also be the most economical from the standpoint of the 
Indian taxpayer. But the system would have grave 
defects. The silver currency would still be subject to 
the threat implied in a rise in the price of silver. Were 
sterling once more to be divorced from gold, the rupee. 
being linked to sterling, would sulfer a mnilar divorce. 
Should ~terling become heavily depreciated, Indian prices would 
have to follow sterling prices to whatever heighta the latter 
might soar or, in th'3 alternative, India would have to absorb 
some portion of such rise by raising her exchange. India has 
had experience of both these alternatives and the evils result
ing from them are fresh in her memory. We do not indeed 
rrg-ard the possibility of sterling again becoming divorced from 
gold as of much practical likelihood: it is uulikely to happen 
eX"ept in a world-wide catastrophe that would upset almObt aU 
currency systems. Nevertheless there is here a danger to be 
guarded against, which is real, however remote. There is 
Ululoulot.ed disadvantage for India in dependence on the currency 
of a single country, however stable and firmly linked to gold. 
For the·se reasons, were the standard of India to be an exchange 
standard, it should undoubtedly be & gold exchange standard. 
and not a sterling exchange standard. 
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The Gold Exchange Standard. 

26. A gold exchange standard could be secured by providing 
that the currency authority, instead of undertaking to buy and 
.sell sterling, should undertake an obligation to buy and'sell, at 
the upper and lower gold points respectively and to unlimited 
~ounts, the currencies of any of the principal foreign countries 
\WIth a gold standard. 

27. In this case the rupee is not, in theory, directly 
stabilised in relation to gold. When the obligation is 

. underta.ken to buy and sell the currencies of the leading gold 

.standard cOlllltries, the value of the rupee may even then vary in 
relation to gold if the currencies of all those countries cease to 
maintain that relation. In practice, the improbability of such an 
·event is extreme, and on this basis the stability of the rupee in 
:relation to gold woulc! be practically secured. 

28. The imposition of a statutory obligation linking the rupee 
'to the currency of more than one gold standard country, 
together with the other improvements suggested in the 
preceding paragraphs relating to the sterling exchange 
standard, would give to India a currency system which would 
have decided advantages in comparison with the present system. 
The internal currency would be convertible into international cur
rency at the will of the holders and the rupee would thereby be 
stabilized; the reserves would be simplified; the parity with gold 
would be establisbed by statute; and the system would be as 
:automatic as, and no more subject to manipulation than, the 
,!),stems of the United States of America or Great Britain. 

Objections to a Gold Exchange Standard. 

29. There would still however be serious defects in the sy&tem. 
"The danger would still impend that the silver rupee would vanish 
as soon as the price of silver rose above the melting point of the 
coin. "r ere that to happen, it would be necessary to stop the 
coinage of the ·silver rupee of the present fineness and weight 
and to replace it by small notes and coins of nickel or of less 
silver content. Under any exchange standard the note is 

internally convertible into silver rupees only and not into gold, 
and BS long as that is the case, both of the courses referred to 

,are open to such strong objections as to be practically impossible. 
The status of the rupee must not be adversely affected unless 

rihere is something better to take its place. 

-SO. This defect, serious as it is from a technical aspect. 
,is not the only or indeed the chief defect which leads us to the 
. conclusion that a gold exchange standard is not the best 
'lor .lndia under present conditions. The chief defect is 
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that although it secures stability, it has not the simplicity 
which is essential to secure the confidence of public
opinion for any currency system under present conditions in. 
India. The mechanism of an exchange standard is refined. 
Some 'now ledge of economics is necessary to understand it. 
The right of convertibility upon which its stability is based is. 
one of no direct concern to the general public, and it is unin
telligible to the majority. The uninstructed see nothing, 
tangiple behind the token currency to assure its value. These 
characteristics, inherent in an exchange standard, make it 
unsuitable to the needs of a vast community or collection of 
communities, the various members of which are of all degrees. 
of education, and indeed of all stages of civilisation. It is im
possible also to ignore that for hisOOx'iC"iiIreaSoils; into which. 
it is unnecessary to enter, there is a large body of public opinion 
in India that is suspicious of the mechanism of an exchange· 
standard. It is convinced that this mechanism can be manipulated 
and it fears that it may be manipulated in a manner inconsistent 
with Indian interests. We believe ourselves that this fear is. 
groundless, and further, as we have stated already, that a. pure
exchange standard is no more and no less liable to manipulation. 
than a gold standard; but that is not the opinion of the Indian, 
public, and it i. essential that whatever system of currency 
is adopted should be one that is capable of securing the con
fidence of Indian public opinion, after experience of its work
ing. 

31. The basic right of convertibility that supports an exchange
standard is too abstract for the present conditions in India: the· 
backing which it supplie~ for the token currency is too intangible
and invisible. Without some backing more certain, simple, and 
solid, confidence in the stability of the currency will grow more' 
slowly than it should, if it grows at all, and progress in the 
habits of banking and investment will be delayed. A backing 
more certain, simple, and solid must b~ provided, nor 
can there be any doubt as to the best means of providing it. 
In the present state of its development Indian public opinion 
will have confidence in one thing only as solid enough for a 
backing for its currency. and that is gold. It reqnires some 
liIlk that is real, and not only real but conspicuously visible. 
between the currency of the country and gold. 

3:1. We are thus led to the conclusion that since a. gold 
exchange standard cannot provide an efficient remedy for the 
defects of the existing system of Indian currency, to remedy 
those defects and to fortify popular confidence in the currency 
it is necessary to estahlish on a sure basis not only the external. 
but also the internal, convertibility of the token currency of the 
country into metallic gold. 
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A Proposed Scheme for a Gold Currency. 

33. We will now consider the principal scheme for a gold 
standard and gold currency for India that was placed before us 
in evidence. We refer to the scheme set out in the memorandiL 
and ·evidence of the officials of the Finance Department of the 
-Government of India.· Under this scheme the silver rupee 
would cease to be legal tender, except for small amounts, after 
a. period during which it would have been convertible into gold 
~urrency. The scheme would involve the attraction to India of 
.a large additional amount of gold, required for currency and 
the conversion of hoards. It would also involve the sale of an 

.amount of redundant silver equal to about thrice the world's 
production for a. year. A summary of the scheme is contained 
in an annexet to this Report . 

.34. The chief objects of the scheme are: 

(a) To eliminate the threat to the currency inherent in 
:the possibility of a rise in the price of silver by dethroning 
;the rupee 'from its position as a standard coin of unlimited 
legal tender, and thus also to enable the constitution of the 
reserves to be simplified by eliminating the silver therefrom: 
and 

(b) To cure the uneconomic habit of the people of 
holding the precious metals as a store of value, by assuring 
them, through the instrumentality of a gold currency, that 
;the same measure which they mete out, in gold value, by 
way of investment or deposit with a bank, will be meted 

, 10 them again, in gold value. 

Criticism of the Scheme • 

. 35. 'The points for consideration in connection with this 
. scheme are: 

(i) the effect of the absorption' by India of about £.103 
millio. of gold (in addition to normal absorption for the 
arts, hoards, etc.) on the supplies of credit, the rates ... f 
jnterest, and gold prices, throughout the world: 

. (ii) the reliability of the estimates as to the amount of 
.• gold to be required and the time at which it would be 
. required and the effect of any miscalculation under the3e 

heads on the Indian monetary situation: 
(iii) the effect of the scheme on the silver market of tbe 

world and the amount which would be realised for 
.the surplus silver: 

(iv) the effect of the proposals as to silver on tbe 
'favourite store of value of the masses of the Indian 
iPopulation: 

• Appendices, No •• 5 10 7. t s.. PO!!" 90 • 
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(v) the effect on India. of the proba.ble reaction of these 
proposals on other silver-using countdes, and especially 
on China. ; and 

(vi) the possibility of British and America.n co-operation 
in the ma.tter of raising credits for the ca.rrying through of 
the plan. 

(i) Effect of India's additional demand for gold. 
36. As regards the future of the gold market divergent opinions 

have been expressed, a.nd we have not found it possible to a.rrive 
.a.t any definite conclusion as to the future relation between 
supply and demand.. But the evidence which we have received, 
and in particular tha.t from Professor Gustav Ca.ssel and Mr . 
. Joseph Kitchin, ha.s convinced us that it would be most 
imprudent not to take into account the possibility, indeed the 
probability, tha.t unless grea.t economy is exercised in the use of 
gold, both in regard to its use a.s a. commodity a.nd its use as 
money, we have to look forward to a. prolonged period of stea.dily 
falling commodity prices throughout the world. 

37. In this connection it is necessary to ta.ke account of the 
requirements of various Europea.n and other countries whose 
ftnancia.l equilibrium ha.s been disturbed to a. grea.ter or le38 
extent in consequence of the War. These countries are 
now trying to climb ba.ck gradua.lly to the gold sta.ndard 
or the gold exchange standard. This a.im requires for its ful
filment that there should be a. certa.in amount of free gold 
availa.ble ea.ch year. Though signs a.re not wa.nting of a. 
spirit of co-opera.tion among the Central Banks towards 
effecting considera.ble economies in the interna.tional use 
of gold, there can be no doubt that a. large extra. dema.nd 
from India. would cause increa.sed competition for gold among 
the countries of the world a.nd lea.d to a. substa.ntial fa.ll in gold 
prices and a. substential curtailment of credit. In their rea.ction 
on India a.s one unit in the world's tra.de system, a. fall in gold 
prices a.nd a curtaihnent of credit would on balance be unfavour
able. 

38. It has been suggested that the United States of America 
.a.t present holds a far larger stock of gold than is required for 
monetary purposes, and that it would be an advantage to 
America and to the world genera.lly if some of this redundant 
gold were to be a.bsorbed by India. The authoritative evidence 
which we have received from the United Stetes does not con
firm this su"agestion. We have been told that during la.st year 
the United Sta.tes of America parted with about $134 million of 
gold, and that the residuum of free gold available is not in 
excess of the probable requirements of other countries for pur
poses of reconstruction. Bearing in mind these requirements, 
and also the internal absorption of gold for the growing needs 
of the United States itself, we consider that the stock of 
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.. free" gold in America cannot be regarded as superfluous and 
will probably be absorbed in a comparatively short time. 

(ii) Uncertainty of the estimates of the amount and 
time of gold demand. 

39. There is an element of uncertainty involved in the estimate 
of the amount of gold required for giving effect to the scheme, 
and it is impossible to be sure that the additional demand for gold 
could be spread over the period of 10 years. 

40. Sufficient weight has not been given to the possibility of 
the replacement, as the result of the scheme, of a part of the 
note circulation by gold. If a high valued gold coin is intro
duced, the alternative of carrying a few gold coins would pre
sent some attractions and might make people prefer gold coin. 
Iu view of India's attitude towards gold, many who have been in 
the habit of using notes because paper is more convenient than 
silver rupees might turn to gold, which would be as convenient 
a~ rupees and more attractive than notes. 

41. Gold coin is fully valued and the metal has a prestige of its 
own. We anticipate that the decline in the value of silver which 
would result from the proposals of the scheme relating to that 
metal would lead to a loss of confidence by the Indian people in 
the value of silver as a store of savings, and would, to that degree, 
induce an enlarged absorption of gold for non-monetary purposes, 
thus augmenting the gold requirements of the scheme. 

42. It has been urged that if a gold currency is introduced 
into circulation, and if exchange is stabilized, the result would 
be so to increase confidence that gold would come out into cir
culation or come back into banking reserves from its present 
location in hoards. This effect might no doubt be produce.l 
by a development of banking and investment habits; but 
there is no very obvious reason why it abould be produced by 
putting gold into circulation. The mere act of putting gold into 
circulation would not in our opinion develop the banking and 
investment habit. 

43. The scheme involves the reduction of the proportion of gold 
and. sterling secnrities in the Reserve to gross note circulation, 
dunng the transitional period, to 30 per cent. That proportion 
is in ?l!r opinion too low for safety, especially during a period of 
transltlOn, and the external convertibility of the local currency 
would be seriously jeopardised if the transition to the new system 
sho~ld coincide with an unusually bad year for Indian exports. 
An mcrease in the proportion to a safe level during this period 
would mean an addition to the estimated gold requirements. 

4~ .. It . would be imprudent to place much reliance on the 
antlclpatlOn that the initial demand for gold can be limited to 
Rs.50 crores. As soon as it became known, and it must become 
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knowa at once, that the status of the rupee was threatened, 
holders would probably hasten to get rid of every rupee they 
.could spare, and it is quite possible that the conversion of the 
whole amount of surplus rupees might thus have to be effected 
within a short time after the initiation of the scheme. 

45. If the gold requirements should prove to be greater 
.than is contemplated in the scheme, or if the absorption 
.could not be spI'ead over a period of 10 years but. pro
,gressed more rapidly, the effect would be to intensify the diffi
.culties and to increase the expense of the project. Had the 
.control of tbe currency meanwhile been transferred to a bank, 
Bucb an intensification migbt involve a restriction of credit 
-conditions in a manner and to a degree bigbly detrimental to tbe 
.country's economic progress. 

(iii) Elect on the silver market, and possibility of realisiflg 
the assumed price. 

46. The proposals as to silver involve even more risk than 
those ad to gold and even greater disadvantages. To the extent 
of about two-tbirds of tbe output, silver is not won for its own 
sake alone but either as a by-product of base meta.Is or in con
junction with gold. If a substantial fall in the price of silver 
were to take plBoCe, any consequent curtailment of output would 
bardly affect tbe base metal product at all, would bave more 
(but still little) influence on the production from gold ores, 
and would bave its chief effect on silver ores only, i.e., on 
about one-third of the silver production. Even here tbe effect 
would be slower and smaller than migbt a.t first sigbt be 
expected, because the fall in price would not affect the richer 
mines, and the poorer mines would struggle to continue their 
production as long as possible. On the otber band, the 
increasing use of notes, not only in Europe but in the Far 
East, and the increasing resort to nickel and otber base metals 
for subsidiary coinage, are factors which point to a distinct 
diminution in the demand for silver in future. Tbe future of tbe 
silver market must at all times be a matter shrouded in obscurity: 
but. nssuming no change in the status of the silver rupee, the best 
working bypothesis a t present is that the production of silver 
in the next 10 years will he sufficient to meet the demand. 
But if, as contemplated in the scheme, silver were to be de
tl\roned from its present position in India, and if for several years 
India were to meet ber own normal demand for silver by melt
ing rupees, we should not be surprised to see silver fall much 
below the level of 24d. assumed in the scheme, especially if, as 
is not improbable, the action of India had the effect of making 
other silver using countries follow suit. 

47. The Gi>vernment's policy in regard to gold would also 
react on the silver position. If the policy of introducing a gold 
currency were adopted, it would, by largely augmenting the 



18 ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE. 

already extensive demand for a metal that threatens to be in 
increasingly &hoTt supply, result in further depression of the gold 
price of silver. 

(iv) Effect on silver hoards. 
48. '1'he people of India have from time immemorial placed 

their trust in silver as the medium of exchange and as their store 
of value. Tiley are deeply interested in the value of silver bullion, 
and it is contrary to their interests to depreciate it. 
The present proposal~ would inflict heavy losses on the 
poorer classes, who have put their savings into silver ornaments 
and who would find their stores of value depreciated by perhaQs 
50 per cent. by the action of Government. It might well happen 
that, when it was seen that the price of silver was doomed to 
fall, there would be a tendency to change over from 
silver to gold in all parts of the world where silver is still held in 
large quantities as a store of value. It is proposed, in the 
scheme, to protect the value of the Indian holdings 
of silver against this inevitable depreciation by an 
import duty. Quite possibly, if it were a very heavy duty, 
it might protect them to some extent. If it did, it would put 
the Government of India under a moral obligation to maintain the 
price of silver for practically all time; for at the completion of the 
plan they would have sold nearly 700 million ounces of silver to the 
people at a price that was possibly double the world price. In our 
opinion, however, the effort to maintain the domestic price of 
silver irrespective of world price would probably fail. There has 
always been a considerable trade in silver over the land frontiers 
of India; and, apart from the difficulties of attempting to exclude 
a valuable metal from a wide frontier, if people who are accus
tomed to do that trade were to find that the value of silver in the 
outside world was very much below the value in India. it would 
probably affect confidence in the value of silver in India itsell. 
In the case of an article which, like silver, is largely kept as a 
store of value, the influence of opinion on its value is extremely 
important. 

(v) Effects on China. 
49. We have thought it desirable to treat separately the effects 

of these proposals on China. For a very long time the Chinese 
have been profoundly concerned at the uncertainty of 
silver as a basis of credit lind liS II measure of value 
in China. China is now the only great silver standard country. 
The countries with which the bulk of her trade is carried on are 
all either on the gold standard or on the gold exchange standard. 
The Chinese have for a long time been trying to find some means 
of SUbstituting gold or some form of gold standard as the basis of 
their currency. This would probably have been done already but 
for the expenRe. The catastrophic fall in the price 
of silver in terms of gold, whidi would take place on the bare 
announcement that surplus silver equal to the world production 
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for three ye"rs was for sale, would undoubtedly tend greatly 
to accelerate the movement in China, and might induce her imme
diately to set about securing the gold needed as a basis for institu
ting some form of gold exchange standard. That would in turn 
magnify the effect which had already been produced on silver 
by the Indian announcement, both by the reduction in demand 
and to some extent by the increased supply of silver that might 
come into thfl market. Moreover, the adoption of a gold standard 
by China would produce a further new demand on the world's 
gold supplies, and this demand would tend to appreciate gold and 
thus still further to depress the price of silver. 

50. The reaction on Chinese trade would be by no means 
negligible. China is I,he greatest, and perhaps the only great, 
undeveloped market left for the expansion of international trade. 
The effect of the announcement that the Indian Government pro
posed selling a large quantity of silver would be immediately to 
throw out of gear the exchange with China and for II time to 
paralyse the growing trade of the world with that country. India, 
apart from her direct trade with China, which is a growing 
market for cotton and cotton goods, could not escape injury from 
a wide-spread dislocation of the kind. 

(vi) Raising of the required credits. 
51. As regards the question of credits, we have had the benefit 

of the opinion and advice of the authorities best qualifted to 
speak on the subject, namely the GovernO!' of the Bank of 
England and the Governor of the Federal Reserve Bank of New 
York. This is a matter in which Great Britain would not be 
able to act alone without the co-operation of America. Both 
authorities view the proposal with a.Iarm on the grounds that it 
would retard the progress of monetary reconstruction in Europ", 
would upset world prices, and would be fundamentally liarmful 
both to India and to the rest of the world. The United States 
is directly interested in the proposal through its mining industry, 
both in silver and in base metals, The currency authorities and 
bankers of the United States, with its great and traditiona.l 
interest in silver, cannot be expected to support or encourage 
a proposal which would dea.l such a blow to the silver market 
as the addition to supplies of thrice the whole of the world'" 
production for a year. In these circumstances it appears that 
insuperable difficulties would be encountered in optaining the 
nllcessary credits, 

It must be pointed out that, before adopting this proposal. 
or any other proposal for the introduction of a gold 
currency into India, the authorities responsible for' the 
scheme must be certain beyond the possibility of doubt that 
they can carry the scheme successfully through. For that pur
po.."6, they must be abrolutely assured that they can obtain the 
amount of guld required. The ('vid('nre whi .. h we have rt'{'eived 
prt'\'t'nts any such assurance. In view of that ('vidence, we 
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are confident that those responsible for the scheme under con
sideration would be the first to recognise that the external 
conditions which are essential for the success of the scheme at 
the present time are not fulfilled. 

Cost of the scheme. 
52. Before concluding this section we must refer to the 

estimates of the cost of the scheme. Mr. Denning puts the cost 
at 1'65 crores per annum during the first five years and 1'12 
crores thereafter. Sir Basil Blackett, by providing for a smaller 
holding af gold, would reduce the estimate to about two-thirds of 
a crore after the transitional period. These estimates are based 
on a proportion of 30 per cent. gold and gold securities in the 
Reserve during the transition periad, a figure which we have 
already criticized as unsafe. Moreover, these e~1;imates take credit 
for the income to be derived from the conversion of redundant 
rupees into interest bearing securities. This income would 
become available ultimately whether the scheme were adopted or 
not. Mr. Kisch, after eliminating this credit, considers that, 
even on the basis of a 30 per cent. proportion, the permanent loss 
to India. as the result of the adoption of the scheme, to which he 
is strongly opposed, can scarcely faU ohort of 3 crores a year, 
besides a.n indefinite a.nd incalculable a.mount depending on the 
extent to which the promotion of a gold circula.tion checks the 
future natural growth of the note issue. We ha.ve not attempted 
to recast any of these estima.tes on an arithmetical basis because 
we feel tha.t from the nature of the case they must be largely 
conjectural and would be lia.ble to be greatly exceeded owin~ 
to various causes which have been referred to above. All that 
is certain is that there is expense involved, and that it must be 
substantia.l. 

Unacceptabillty .of the Scheme. 
53. For all these reasons, the scheme fails to commend itself 

·to us. In our opinion both the objects which the scheme has 
in view can be attained without any of the risks and dis
advantages attendant on the scheme itself. Indeed, all 
that is claimed for it, in comparison with other pr.oposals, 
is that it w.ould attain the object of educating the Indian 
people in the habits of banking and investment, and out 
of the habit of hoarding, more speedily than 'any other scheme. 
As already indicated in paragraph 42, we do not think it would 
do so. The habit of hoarding the precious metals became in
grained in India through centuries of war and rapine, and has 
persisted under British rule in spite of security of property and· 
the introduction of improVed currency and banking facilitie •. 
There are welcome signs that the deep-seated habit is beginning 
to yield to these influenceR, but we see no reason to believe that 
the introduction of a gold currency would accelerate the process. 
Even if it would do so, it seems to us that the acceleration would 
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be gained at the cost of risks far too great to be justified. We 
may conjecture that the authors of the scheme would come to the 
same conclusion, after studying the evidence that we have received 
from the United States. Sir Basil Blackett comes to meet such a 
decision when, in the last paragraph of his memorandum, he says: 
.. If the effect of a decision to attempt the change to gold in 
India is going to be to upset the gold standard in. the 
United States or in Europe, India has clearly nothing to gain 
by the attempt." In our opinion, the attempt would be 
very likely to have the consequence to which he refers. 
It can only be accomplished at the cost of insecurity to those 
countries which have restored their monetary standards, and at 
the risk of delay to those countries which are now aeeking with 
reasonable promise to do so, and this uncertainty and delay are 
likely to produce higher interest rates, business disturbance, 
and economic depression, with inevitable repercussions on the 
economic well-being and commercial prosperity of India. 

We are unable therefore to recommend this scheme for adop
tion; and the reasons, stated above, which have led us to this 
conclusion, would lead us to reject any proposaJs which involved, 
by the limitation of the right of legal tender attached to the 
rupee, or 6y the sale of any large quantity of silver, any severe 
shock to the silver market, or which required the abrupt attrae
tion to India by artificial expedients of any large additional 
amount of gold for circulation as currency. 

II.-A GOLD STANDARD FOR INDIA. 
54. We have already arrived at the conclusion that, in order 

to secure public confidence in India, the currency of the country 
must be linked with gold in a manner that is real and con
spicuously visible, or, in other words, that it is necessary to 
establish a true gold standard. It should be understood that 
this does not neceSSllrily imply a gold currency. It is 
possible to have a true gold standard under which the currency 
is based on gold both in reality and in a manner that is con
spicuousy visible, without putting gold into circulation. Having 
stated our reasons for rejecting the principal proposal for a gold 
standard with a gold currency that has been suggested to us, we 
proc.eed to deal with the method for the establishment of the gold 
standard which we recommend for adoption. The essence of the 
p,roposnl which we proceed to develop is that the ordinary 
medium of circulation in India should remain as at present the 
currency note and the silver rupee, and that the stability of the " 
currency in terms of gold should be secured by making the 
currency directly convertible into gold for all purposes, but that 
gold should not circulate as money. It must not circulate at 
first, and it need nos circulate ever. 

Gold in ClrculatiOll. 
55:· The eronomio reasons a"oainst putting gold into circulation 

are simple and cleal'. If the gold in the reserve is transferred to 
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the circulation, the structure of credit that can be built on that 
reserve is pro tanto reduced. The greater the proportion of gold 
in circulation, the less the elasticity of the currency system. In 
a system that consists solely of gold coins, there can be fiO 

elasticity as the currency can only be increased by taking pay
ment in gold for the balance of exports over imports and it 
can be decreased by the contrary process only. In short, the 
less the gold in circulation, the more will be the gold in the 
reserves and the greater the elasticity of the structure of creJit 
that can be built thereon. Gold in circulation is of uncertain value 
for the support of exchange. In the words of the Chamberlain 
Commission's report, .. so long as the public have the option of 
making payments in tokens or in gold, it is the surplus tokens 
and not the gold in circulation which will seek an outlet at a 
time of weak exchange." 

56. The chief reason that has been advanced for the intro
duction of a gold currency is that it will give the people con
fidence in the stability of their currency. We incline to the 
opinion that the scheme which we outline below will do so much 
to establish confidence in the stability of the currency that what
ever more would be gained m tbat direction by proceeding to 
put gold into circulation would not be worth the expense, the loss 
of elasticity, and the other serious disturbances which are likely 
to follow. It is agreed by many who advocate the introduction 
of a gold currency that a token currency of notes inconvertible 
for internal purposes is the ideal end..towards which India should 
work. The scheme outlined below carries India very far along the 
road towards that end, and to add to it at some future time a gold 
currency would seem to us a useless return along a part of 
the road already traversed by the introduction of this system. It 
should, moreover, be observed that this scheme has the advantage 
of setting up almost immediately .. fllll gold standard whereas all 
.other schemes put forward contemplate a postponement of this 
desirable condition for a decade or more. 

57. Nevertheless, it should be recognised that the scheme 
which we recommend is equally appropriate, whether or not it 
be held that the gold standard should ultimately be supplemented 
by a gold currency, at some future time. Supposing that it be 
held that a gold currency should ultimately be introduced, 
there is, nevertheless, general agreement that it cannot be int{.o
duced at once. (The scheme referred to in paragraph 33 above 
is that which provides for its most rapid introduction. We have 
given reasons for believing that the rapidity of that scheme 
involves risks which ought not to be incurred.) The alternative 
is to make provision for the gradual strengthening of gold 
reserves in such a manner as to avoid disturbance to the world's 
gold and silver markets (with its inevitable injury to the finauces 
of India and her prosperity in trade), whilst incurring the mini
mum of expense. The scheme outlined below does contemplate 



RIIPORT. 23 

incidentally a gradual but substantial strengthening of gold 
reserves, at the maximum rate, and to the maximum extent, 
possible under present conditions without upsetting prices, in
curring excessive expenses, or injuring Indian trade by unduly 
restricting credit. 

It appears to us, in short, that if one desired that a gold 
currency should be introduced, it is thus that one would have to 
proceed. Our own view is that it would be unwise to contem
plate the introduction of a gold currency under any conditions 
which we can foresee. But while holding that view, we have 
tried to see the matter from the point of view of those who do 
want a gold currency as soon as it can be had. It then appears 
to us that the following proposals open the door for the intro
duction of a. gold currency at some future time, as wide as it is 
now possible to open it. They initiate a system which will leave 
the people of India perfectly free to decide, through their legis
lature, when that future time has oome and a gold currency can 
be introduced without risk, whether or not they are prepared to 
confront its expenRe, and to disregard its other disadvllntages. 
It is quite possible that when that time oomes the people of India 
will no longer wish for II gold currency. The widespread desire 
for it which was expressed to us by so mllny witnesses in India 
appeared to be induced to some extent by the idea that gold 
was the most IIdvanced form of currency and that other nations 
had long denied to India a privilege which they enjoyed and 
highly valued themselves. The war hilS taught Europe to do 
without gold coins and experience has llroused doubts of their 
utility. In returning to a gold standard the nations do not aim 
at a return to II gold currency. Great Britain has hitherto 
avoided the reintroduction of gold into circulation. In the United 
States, gold, which circulates in theory, does not circulate in 
practice. Some high authorities have expressed the view that the 
circulation oJ gold is beginning to be regarded as a sign of a 
backward civilisat·ion. It may well be that, when India is in a 
position to introduce gold into circulation, she will reject it as 
an obsolete ideal, and will finally close the door which we now 
propose to leave ajar. But that is a matter which we have neither 
the desire nor the capacity to forejudge. 

58., We fully reoognise that the system which we reoolDmend 
will impose upon the Indian currency authority an obligation far 
more serious than has ever been imposed upon it in the past. 
The obligation is to convert the currency, not merely into 
foreign exchange, but into metallic gold, and it is a.n obligation 
that is not. as formerly, conditional and circumscribed, but 
absolute and unlimited. Nevertheless this obligation does not 
differ in essentials from that which must be undertaken for the 
maiutenance even of a sound exchange standard. It has been 
undert.aken by every other ('ountry that h~ adopted an effective 
gold standard: and we have satisfied ourselves that ilie present 
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resources in the form of reserves at the disposal of the Govern. 
ment of India are adequate to enable the currency authority 
safely to undertake the obligation, with the measures of forti· 
fication, and at the time, which we specify in our detailed 
recommendations. 

The Gold Bullion Standard. 
59. The currency system which we recommend for the present 

needs of India may be described as a gold bullion standard. 
We propose that an obligation should be imposed by statute 
on the currency authority to buy and sell gold without limit 
at rates determined with reference to a fixed gold parity of the 
rupee but in quantities of not less than 400 fine ounces, no 
limitation being imposed as to the purpose for which the gold 
is required. The fulfilment by the currency authority of this 
obligation will secure the stability of the gold value of the rupee, 
and the stability of exchange within the gold points corresponding 
to the selected parity.. Gold is thus made the standard of value. 
The rupee is linked to gold and not to sterling or to any other 
currency or group of currencies. 

60 Since gold bars are'to be given in exchange for notes or 
silver rupees, not for export only, but for any purpose, this is not 
an exchange standard; it is an absolute gold standard. Never· 
theless the compensatory mechanism of the exchanges i~ 
preserved, because gold bars are not currency. When gold bars 
are given by the currency authority for notes or rupees, the 
currency is contracted, while, on the other hand, when gold bars 
are given to the currency authority for notes or rupees, the 
currency is expanded. 

61. For the purposes of India this standard fulfils the essential 
condition, that it should be not stable only, but simple and 
certain. It provides the token currency with a right of con
vertibility that is intelligible to the uninstructed" and with a 
backing that is tangible and visible. In short, it has tbe 
characteristics necessary to inspire confidence in the Indian 
people, to promote the habits of banking and investment, and 
to discourage the habit of hoarding precious metals. The 
statutory obligation to buy and sell gold for rupees without 
limit at a prescribed parity for the first time in the history of 
the rupee will base it on gold firmly and in a, manner that is 
conspicuously visible. It establishes the principle that gold is 
the standard of Indian currency at a fixed ratio, and that the 
currency authority admits it, and must maintain it. 

62. There is no reason to suppose that the obligation to sell gold 
bars will result in any sudden or substantial drain on the reserves 
for the conversion of rupee hoards. Holders of such hoards can 
convert them into gold at present by buying that metal in 
the open market; and there is good reason to believe that 
large quantities of hoarded rupees have already been converted in 
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this way. Since it is not proposed that the rupee should cease to 
be a legal tender, there will be no greater incentive to convert 
under the new system than there is now; and as will be ob
served from the detailed proposals below, it is not intended that 
gold should be given by the currency authority at a rate cheaper 
than the market rate. 

63. Apart from the economic loss to India, the existence of 
II large volume of currency in hoards is a formidable obstacle 
to the efficient working of any currency system. As long as the 
circulating media. of the country, whether silver coin or 
gold coin or notes, are employed for hoarding, the control 
of the currency authority over expansion and contraction 
of currency must be uncertain and there must be a possibility 
of fluctuation of prices wider than would be the case if all cur
rency served merely the purpose of a medium of exchange. The 
ebb and flow of currency in hoards with its resultant effects on 
the volume of active monetary circulation and consequently on 
prices introduces an element of uncertainty which makes the 
,",orking of the discount policy by the currency authority 
very difficult and may stultify its efforts to control the 
money market. The mere substitution in the hoards of one 
kind of coin for another, both of which are legal tender, is 
no remedy at all for this evil. Under the system which we 
propose, that portion of the h<>¥."ds which is held in the form 'Of 
gold coin will be rendered largely innocuous by the step, which 
we recommend below, of withdrawing the legal tender quality 
of the sovereign and half-sovereign; while that which is in the 
form of silver will.presumably in course of time, be robbed of its 
latent power to disturb internal prices and money rates by being 
replaced-if the process of conversion should continue-by gold 
bars; or preferably by other more economic forms of saving, such 
as the gold savings certificates referred to below. Hoards in the 
form of bars cannot be utilised for monetary purposes until they 
have been converted into legal tender money, and such addition 
to the currency can only be made by the currency authority which 
will. in exceptional circumstances, if the stability of the cur
rency be thereby threatened, be prepared to deal with it through 
credit control. 

Buying and Selllng Rates for Gold • 
• 64. A sound gold standard postulates a statutory obligstion 

upon the currency authority to buy and sell gold at a .price 
equivalent to the par value of the monetary unit. This obliga
tion constitutes the cardinal condition and compelling force for 
tJJe maintenance of monetary stability in relation. to gold, and, 
through gold, in relation to all moneta.ry systems similarly linked 
to gold or gold exchanges. In the case of India there 
is a difficulty in the way of imposing on the currency authority an 
obligation in this simple form. India's demand for gold is no' 
confined to monetary purposes. She has always absorbed ~ld 
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and will probably continue to do so in important amounts for 
purely social uses. This factor has to be taken into 
account when determining the obligation of the currency 
authority to buy and sell gold. At present India's requirements 
ior these purposes are satisfied by an admirably organised bullion 
market, which buys gold abroad, mainly through the banks, 
wherever it happens to be cheapest. The gold so bought is sold 
in India at prices which cover the cost of im portmg it, and no 
doubt leave a profit to the dealers. If the currency authority 
were compelled to sell gold at a price exactly corresponding to . 
the par value of the rupee, it would at once become the cheapest 
market for gold in India in all ordinary circnmstances, for a 
selling price so determined would take no account of the costs of 
importation nor of any deviation in the value of the currency 
from its gold parity. Apart from practically destroying the 
wholesale bullion market, the currency authority would inevitably 
become involved in the performance of a task which does not 
properly belong to it. Its primary duty of maintaining 
the value of the monetary unit at parity with gold would be 
made far more difficult, and the means, e.g., the rigorous and 
continuous contraction of credit, which it would have to employ 
to attract a steady flow of gold into its reserves, so as to enable it 
to meet the demand for both monetary and non-monetary gold, 
would be highly detrimental to the economic progress of the 
country. It is essential, therefore, that the conditions which 
are to govern the sale of gold by the currency authority should be 
&0 framed as to free it in normal circumstances from the task of 
supplying gold for non-monetary purposes. In order to achieve 
this object we propose to fix the selling prices of gold at rates 
which will enable the Bank to replenish its stock of gold without 
loss by importation from London. Thus, when exchange is a~ 
the upper gold point the selling price for delivery at Bombay 
will be the par value, i.e., Re. 21 as. 3 ps. 10 per tola. When 
exchange is below this point, the Bank will be reqnired to sell 
gold for delivery in London or Bombay, at the option of the 
purchaser, at certain notified prices. These prices will be deter
mined by the cost at which gold could be respectively purchased 
in London or laid down in Bombay from London when exchange 
is at the lower gold point. The option t.() the purchaser on the 
other hand to buy gold for delivery in London at the prices deter
mined leaves the margin between the upper and lower gold 
points of the exchange as narrow as it could be, having regard to 
the cost of moving gold to and from its most convenient gold 
centre. The form in which these obligationB would be imposed 
on the Bank is set out in paragraph 150 below, and the method 
of computation employed is explained in Schedule l. 

Removal of the Legal Tender Quality of the Sovereign. 
65. The obligation to sell gold bars for all purposes makes it 

impossible to have. any gold coin as legal tender .. or to mint gold 



BBPOBT. 27 

for the public, unless and until the holding of gold in the reserves 
is big enough to make it possible to accept the obligations implied 
in the introduction of a gold currency, and it is decided that the 
introduction of such a currency is desirable. Otherwise the gold 
from the reserves might ill certain circumstanees pass into cir
culation without effecting IIny contraction in the currency and 
thus without fulfilling the essential purpose of securing the 
compensatory effect of the exchanges. 

66. We therefore recommend that the legal tender quality of 
the sovereign and the half-sovereign should be removed. We do 
not apprehend any practical inconvenience from this proposal. 
Although these coins are legal tender under the Coinage Act, they 
have, owing to the existence of the 28. rate in the statute book, 
long cea·sed to function as currency. In this connection it 
cannot be too clearly emphasised that as the sovereign and half
sovereign are fully valued coins, the cessation of their legal tender 
character does not involve any diminution in the real value of the 
coin in the country held as a store of value. In any notification 
which may be issued, of the buying price for gold, it should be 
explained that the price announced means so many rupees per 
full-weight sovereign. 

If the currency be firmly stabilised in relation to gold, a.nd be 
made directly convertible into gold, in accordance with our 
recommenda.tions, we expect, a.s said, no undesirable conse
quences from the demonetisation of the sovereign, nor do we 
think that there should be any hesitation to sacrifice the shadow 
of an unnecessary, and in practice little used, gold coin of legal 
tender, in order to obtain the substance of a. real gold standard. 
F!lr the present, for the reasons stated in earlier passages of 
this report, a real gold standard with a gold currency is. unattain
able. The choice is between a real gold standard without a gold 
currency, and an exchange standard with an excrescent and un
necessary gold currency, which jlould only serve to disguise from 
the people of India. the true basis of the stability of their cur
rency. As between these two, every advantage in our opinion 
lies upon the side of the real gold standard that we recommend. 

Introduction of Savings Certificates Payable In Gold. 
67. The obligation specified in the preceding paragraphs to 

bllY gold bara and to sell them in quantities of not less than 400 
ounces, can in the beginning have only an indirect effect upon 
the people at large in establishing confidence in the currency. 
It is the bankers and bullion brokers who will make direct use 
of the provision. It is desirable, therefore. to find some further 
and more direct and visible means for bringing it home to 
tlie mAsses that gold is the standard of value of the rupee and 
that the oue is convertible into the other. Such a means might, 
and we recommend that it should, be found in the offer by the 
Oovernment .. 0!l tap" of savings certificates, redeemable in 
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three or five years, in legal tender money or gold at the 
option of the holder. They might be issued in denomina
tions of one tola and integral number of tolas, and sold for legal 
tender money, rupees and notes, at a price which would give the 
holder an attractive yield in interest. It would add to the 
attractivenes.' of the certificates if the holder were given facilities 
t{) obtain payment therefor at any time during their currency at 
a discount reckoned at varying rates according to the date of 
encashment, but until the date of maturity it would be paid 
in legal tender currency and not in gold. 'rhus gold for 
delivery in three or five years would be sold at a substantial 
discount in relation to the cash price. As regards the relation 
between these certificates and the amount of the Reserve, the 
gold standard, of which this proposal is a useful auxiliary, and 
which it confirms, does no doubt necessitate a strengthening of 
the gold holding in the currency reserve, as propo=-ed in 
paragraph 78 below. 

68. The fear has been expressed that these certificates would 
have the undesirable effect of stinIulating in India a fresh de
mand for gold. For the following reasons we are not of 
opinion that they would have any such effect. The offer of such 
certificates should constitute a powerful incentive to investment 
and a powerful antidote to hoarding. When his certificate 
matures, the holder of the maturing certificate will receive a 
striking demonstration of the advantages of investmetlt and of 
the solidity of the gold basis of the rupee. It is legitimate to 
hope that the certificates will greatly assist in an ultimate 
solution of the problem of India's hoards. As soon as it has 
been established by experience as a certainty that gold is always 
forthcoming for the certificates on maturity, it is to be 
expected that there will be a gradual replacement of hoards by 
certificates. We should thus be achieving the chief benefit that 
is clainIed for a gold currency without any of the risk, expense 
and inconvenience involved in putting gold into circulation. The 
benefits to be derived from the carrying out of this proposal need 
no emphasis. It will attract stores ot wealth, great in the . 
aggregate, and at present lying wastefully inert, to their right 
function of meeting the needs of India for productive capital 
expenditure. 

Convertibility of Notes into Silver Rupees. 
69. The termination of the anomalous provision by which one 

form of note, the paper note, is convertible by law into another 
form, the silver note, is an essential step in Indian currency 
reform which must be taken sooner or later. The existence 
of this obligation has in the past placed, and may conceivably 
again place, the currency system of the country completely at 
the mercy of the price of silver. Prudence clearly demands that 
such a risk, however remote, should be provided against if pos
sible. Moreover, it. entails keeping in the currency reserve, for 
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purposes of internal convertibility, a large stock of silver which 
for external purposes is of little value. When most needed it is 
liable to prove incapable of realisation. No opportunity for the 
termination of this obligatory convertibility is likely to be so 
favourable as the present, when, by making the notes convertible 
into gold bars for all purposes, a more solid right of converti
bility is attached to them than they have ever had since silver 
ceased to be a reliable standard of value. The obligation must 
continue in relation to the present currency notes so long as 
those notes remain in circulation, because the Government's 
promise to redeem them in rupees must be religiously 
kept. But we recommend that no legal obligation for 
conversion into silver rupees should attach to the new 
notes, the issue of which we propose below. At the same time 
we think it essential to provide facilities for the free exchange of 
notes for rupees so long as the people desire to obtain metallic 
rupees in exchange for them. The people of India have for cen
turies been habituated to a metallic currency, and to the use Qf the 
rupee as a 'standard coin, and although the one-rupee no~~ 
Las been readily accepted in many parts of the country, 
notably in the jute districts of Bengal, it would be unwise 
to attempt to force paper money upon the people against 
their will. Experience has shown that the best way to foster the 
use of currency notes is to establish confidence in their practical 
convertibility., and this confidence has been secured not so much 
by a legal obligation to encash them at currency offices 
as by making rupees readily ava.ilable to the public at centres 
where there is a demand for them. The public are more con
cerned with practical facilities of this kind than with legal rights, 
and if these facilities were withdrawn or seriously curtailed, 
the growth of the note circulation would probably be checked, 
and the popularity of the new notes would be endangered. 
For these reasons we propose to make it incumbent on the cur
rency authority (subject to the reservation indicated in paragraph 
135 below) to make rupees and other coin freely available to the 
public in such quantities as may be required for circulation. Our 
recommendation implies that the coinage of silver rupees should 
be stopped for a long time to come, until the amount of silver 
rupees in circulation is reduced to the amount required for 
small change. . 

70. Since there are at present approximately RB. 85- crores of 
silver coin and bullion in the reserves and further quantities of 
ru~s may be expected to come out of hoard in due course, a long 
period must elapse before there is any possibility of the slightest 
practical difficulty in converting any note that is presented into 
silver rupees. Practically, therefore, the change in the legal 
status of the notes should be quite unfelt, and before the present 

• See Brsl foolnole on page 6. 



30 ROYAL COMMISSlON ON INDIAN CURRENCY A~D FINANCE •• 

st,ock of rupees runs low the stabilisation of the rupee in terms of 
gold will have had time to establish confidence in the note issue 
on a basis too firm to be shaken. 

71. The removal of the legal obligation to convert notes 
into silver coin will, we believe, secure the object' which 
the scheme for the dethronement of the rupee was largely 
designed to secure. In the first place, it enables silver to be 
elinJinated as a predominant element from the reserves, which 
are thereby simplified and placed on a sounder basis than they 
have ever had before. Secondly it prepares the way for getting
rid of the threat to the currency inherent in the possi
bility of a rise in the price of silver. To counter 
that threat, one must be in a position to replace silver 
rupees by some cheaper form of currency, and one can
not do so as long as the rupee is one of the bases of 
convertibility of the note. When no rupees have to be held to 
secure convertibility of notes, when the public have been made 
familiar with the use of the one-rupee note as recommended 
below, and when all forms of internal currency have been 
firmly based on gold, no insuperable difficulty will arise in meet
ing the situation should the silver rupee, owing to a rise in the 
price of silver above the" rupee melting point," disappear from 
circulation. 

Issue of One Rupee Notes. 
72. We recommend that the currency authority should. 

concurrently with the first issue of notes of the new status, 
re-introduce one-rupee notes, which should be full legal tender 
and which, like other notes of the new status, should not be 
convertible by law into silver rupees. In spite of the fact that 
the issue of one-rupee notes may retard the absorption of the 
surplus silver rupees now in the Reserve, we consider it worth 
while incurring such retardation in order to popularise the use of 
notes, and to prepare the way for dealing with such an emergency 
as a I~se In the price of silver above the melting point oC 
the rupee. The alleged comparative expense of small notes seems 
a consideration that is negligible in comparison with these 
advantages. 'Ve do not recommend the re-introduction of 2! 

'rupee notes. 

Convertibility of Other Notes into Legal Tender Money. 

73. When the present legal right to obtain silver rupees in 
exchange for notes is withdrawn, it will be necessary to give the 
I-ublic a. right to obtain change for the notes in some other form ; 
and we propose to inJpose a statutory obligation on the currency 
autllirity to convert all notes, other than the one-rupee note, 
on demand into legal tender money, i.e., into notes of .maller 

• Su para. 34 (a). 
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denominations or silver rupees at the option of the currency 
authority. This statutory provision would in form leave it 
optional with the currency authority to determine the form of 
legal tender money to be supplied, but as explained elsewhere 
we propose to ensure that all reasonable demands of the public 
for metllllic currency shall be met in practice. 

74. We are wholly opposed to any alteration in the legal tender 
character of the silver rupee. The reasons which have been 
urged for the withdrawal of its legal tender charac1",-\lr are over· 
come, in so far as they are valid, bj the above provisions. 

Unification of the Paper Currency and the Gold Standard 
Reserves. 

75. Experience has shown that it is impossible to discriminate 
scientifically between the purposes for which the Paper Currenc:!:" 
ans} Gold Standard Reserves are maintained. As indicated 
above, the Paper Currency Reserve has to be used in some 
measure to support exchanjle and the Gold Standard Reserve 
has to be used in some measure to secure the external 
convertibility of the note. But at present the further factor 
of the legal convertibility of the note into internal currency 
gives a st>ecial character to the Paper Currency Reserve. With 
the removal of the latter difficulty by our proposals in the pre.
ceding paragraphs, the way will 'be cle8.\" for the amalgamation 
of the two Reserves, a step which will assimilate the Indian 
system to other currency systems. The combined Reserve will 
then be simpler and 1It0re'intelligible to the public, and can be 
made more efficient in its working. 

Composition of the Combined Re(i8rve. 

76. We shall discuss our ptopD:l!a.ls as to the constitution and 
working of the combined Reserfe more fully in a later section 
of the Report. We shall refer .,to them here in a generalised 
form in so far as it is essential to bring out the principles of 
the proposed system. 

77. We propose, in the first place, that the proportions and 
composition of the combined Reserve should bE! fixed by statute. 
This is a provision essential to any currency system in order to 
secure the automatio expansion and contraction of the ourrency 
and the compensatory effect of the exchanges, in accordance with 
the needs of the country. The lack of any suoh provision in the 
case of the Gold Standard Reserve was the chief weakness in the 
pre-war system and was responsible for its more conspicuous 
failures. 

'i8. We next propose that it should be laid down that gold and 
gold securities should form not less than 40 per cent. of the 
Reserve. In view of the nature and extent of the obligations 
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with regard to the provision of gold which we propose should be 
placed on the currency authority, that authority should strive 
to work to a reserve ratio of from 50 to 60 per cent. In the 
event of the proposed gold savings certificates proving II 
popular form of investment, the possible demands for gold by 
Government for payment of these certificates on maturity would 
no doubt necessitate II further strengthening of the gold holding 
in the Reserve, but to what extent experience alone can show. 
The holding of gold, which now stands at about 12'8 per cent., 
should be raised to 20 per cent. as soon as possible, and in any 
case in not more than 5 years, and to 25 per cent. in 10 years, 
with a minimum of Rs. 30 crores from the outset. This would 
give a minimum of about Rs. 60 crores after 10 years on the 
basis of the present circulation. During this period no favourable 
opportunity of fortifying the gold holding in the Reserve should 
be allowed to escape. 

79. This fortification of the Reserve is needed to secure coJ,)fi
dence in the note in view of the new obligations proposed in para
graph 59 above lind the new' status of the note proposed in 
paragraph 141. It should be made in any case, whether or not 
it be held that the scheme now proposed should ultimately be 
supplemented by a gold currency. Even if it be held that there 
should ultimately be II gold currency, these provisions ensure 
that a beginning be made with the accumulation of lin IIdditional 
gold holding with the minimum of risk and expense and in 
such II manner as to cause the least possible disturbance to the 
world's gold and silver markets, with their inevitable repercus
sions on India and on the finances of India. 

80. Silver reserves are ordinarily out of place in 1\ gold standard 
system. But in India, silver coin forms 1\ large proportion of the 
total circulation. There ia a. seasonal ebb-lind-flow of considerable 
dimensions in this form of currency, a.nd it is necessary to hold II 
considerable quantity of rupees in the Reserve to meet genuine 
demands for purposes of circulation. With the growing use of 
one-rupee notes these demands will, we hope, be reduced. In 
any case the present stock of rupees is unduly large. We there
fore make a· recommenda.tion (paragraph 145 below), which will 
ha.ve the effect of ensuring the gradua.l reduction of the silver 
holding in the Reserve, during a. transitional period of 10 years, 
from the present figure of Rs. 85- crores to Rs. 25 crores, on the 
basis of the present circulation. 

81. We recommend that the balance of the Reserve be held in 
Government of India rupee securities and self-liquidating trade 
bills. For rea.sons which will be explained later, it is desirable to 
limit the holding of Government of India rupee securities to 25 
per cent. of the Reserve, or Re. 50 crores, whichever is less. 

82. The new Reserve will have to maintain the external con
vertibility of a. circula.tion which includes both paper Bnd silver 

• See first footnote on page 6. 
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~ckens. As regards the former, the liability will, of course; be 
equal to the total outstanding note circulation. But in the case 
of the silver rupee such a cent. per cent. backing is neither 
possible iior desirable. There is obviously an irreducible minir, 
mum below which the rupee circulation cannot fall, if the 
business of the country is to be carried on. Moreover, even of 
that portion of the silver circulation which is potentially con-: 
~ractible only the difference between the face value and. the 
realisable bullion value need be covered.' Any estimate on such 
a subject must be largely conjectural and subject to variations 
iu the price and marketability of silver. We have fixed a more 
or less arbitrary figure of Rs. 50 crores as the assumed liability 
of the Reserve in respect of the contractibility 1lf. the rupee 
circulation. 

lII.-A CENTRAL BANK FOR INDIA. 

8S. So' far we have dealt with the standard of currency. We 
now proceed to deal with the question. of the authority 
who should control the working of that standard. 

The evidence has clearly . brought out the inherent weak
ness of a. system in which the control of currency and of 
credit is in the hands of two distinct authorities whose policies 
may be widely divergent, and iIi which the currency and 
banking reserves are controlled and managed separately one 
from the other. It has brought out the necessity of a unity 
of policy in the control of currency and credit in a modern 
financial organisation, if monetary stability is to be achieved. 
What has less clearly emerged from the evidence but none 
the less needs empha&s is how essentisl it is for the 
development of banking generslly that the foundations of 
the credit organisation should be truly laid. This will only 
be the case if the commercial banks (a phmse in which are 
included both exchange and indigenous banks) are able, when the 
necessity arises, to turn into cash a maximum of their 
&&ets with a minimum .of disturbance to genersl conditions. 
It is only through the establishment of a. centrsl bank
ing system, with the facilities of· re-discounting it slfords. 
that this end can be . a.chieved. Not until then does 
the commercisl banks' most legitimate asset, viz., a $hOl't-term 
advance a.,o-ainst goods in the form of a comme:reisl bill, become 
II quick asset capable of prompt rea.lisation in times of stress. 
The system, in fact. enables the commercisl banks to regard 
their holdings of oommercisl bills a.s their secondary reserves. 

84. The economic history of the grea.t trading nations of the 
world during the last half-century demonstrates, far more 
clearly than any technical exposition of the workings of 
the system could demonstrate, the high efficiency of the system 
and its iltonign influence upon economic progress, wherever 
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it has been introduced. The United States of America. 
has been one of the last to a.dopt it. It has done so under 
the stress of its disastrous experience of regula.rly and frequently 
recurring financial upheavals of gigantic proportions, directly 
traceable to the weakness of the system of decentralised banking 
and currency reserves. There are not a few students of financial 
affairs who hold that, if it had not been for the timely intro
duction of the Federal Reserve System in 1913, it is doubtful 
whether America, in spite of its enormous economic advantages, 
could have weathered the stress of the great war without grievous 
harm to its financial structure. . 

85. The Central Banks in other countries work under 
charters which, though differing in detail, a.re very similar a~ 
regards their fundamental lines. In general they are entrusted 
with the sole right of note issue and the responsibility of main
taining the stability of the currency. They are the custodians 
of the currency and banking reserves and of the cash balances of 
their Governments. Their business, in the main, is confined to 
that of a. bank of the banks and of the Government. These 
functions of necessity require that the character of their business 
should be of the soundest. Such limitations upon their business 
prevent these Central Banks from transacting the every-day com
mercial banking business of the country or from entering into 
competition with the commercial banks in any general sense. 
But, in times of stress, they intervene vigorously in the country's 
business by extending credit facilities liberally. They are 
primarily concerned with upholding the credit of the country and 
guiding its financial policy. 

We are of opinion that India, profiting by the experience of 
other nations, should perfect her currency and credit organisation 
by setting up a. Central Bank with a. charter framed on lines 
which experience has proved to be sound. 

86. Before dealing with the technical questions of the Indian 
charter, it is necessary to consider who is to be entrusted with 
it. Should it be the Imperial Bank (which is now performing 
at any ra.te"One or two of the functions of a. Central Bank) or 
should it be a. wholly new institution? The idea of utilising the 
existing organisation of the Imperial Ba.nk is tempting a.t first 
sight, but on close consideration it will be found that, whatever 
advantages there ma.y be in this course, the disadvantages 
outweigh them. 

87. If the Imperial Bank were required to discharge the duties 
of a true Central Bank its charter would have to be amended 
radically in the direction indicated. It would thus be precluded 
from undertaking a. great many taska which it now successfully 
performs as a. commercial bank. The country would then lose 
the benefit of the elaborate and widespread organisation which 
has been set up, through the length and breadth of India., 
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to make available to the community the increased com
mercial banking facilities, which are so urgent1y needed, 
and to assis~ in fostering, among the people as a whole, 
the habit of banking and investment. This consideration alone 
negatives the idea of disturbing the present functions of the 
Imperial Bank. It suggests, on the contrary, that that bank should 
be freed altogether from the restrictions which its present charter 
imposes upon it, and which clearly have their origin in the 
hybrid character of the functions which were originally assigned 
to it. When those of a purely central banking character are 
taken over--as they should b&-by the new Central Ba.nk, 
there is no longer any reason why the Imperial Bank should not 
be as free and unencumbered in its sphere of activity as any other 
of the commercial banks. Its important ta-sk of giving India 
the widespread banking facilities which it needs will thereby be 
facilitated. It may perhaps be apprehended that with the 
creation of the Central Bank the Imperial Bank will lose some 
of the prestige which at present attaches to it as the sole banker 
of the Government. But there are numerous ways in which its 
interests and its ability to continue its present policy of the 
extension of branch banking may be safeguarded. We ~ 
can see no reason to doubt that the Imperial' Bank oould 
come to a satisfactory agreement with the new Central Bank 
whereby the latter would employ the former as its agents in the 
mofussil and, in oonsideration of this service, place at the dis-' 
posal of the Imperial Bank such funds and for such periods as 
would be required to enable the ImperiaJ Bank's branches to 
beoome self-supporting. 

88. A middle course which has been suggested, and which has 
for its object a gradual process of what may be termed "de
commercialisation" of the Imperial Bank, is equally unattrac
tive. The proposal is to confine the Bank's functions to those 
of a true Central Bank in the centres where adequate commercial 
banking facilities exist, and to permit it to do the ordinary com
mercial banking business in all those localities where, apart from 
the Imperial Bank, there is no other reputable bank established. 
It is proposed that only when in these localities one or two 
oommercial banks have opened their establishments should the 
business of the Imperial Bank's branch be restricted to that of 
a Central Bank. This proposal suffers in the main from the same 
disadvantage that attaches to an immediate and complete con
version of the Imperial Bank into a Central Bank. Under it the 
Imperial Bank would be eliminated from the field of commercial 
banking in all the important centres (such as Bombay, Calcutta, 
1fad1'8s, etc.), and the wholesome competition it provides would 
thus be lost, while its hybrid character would be likely to weaken 
its functions both as a Central Bank in the important centres 
and as a commercial bank in the smaller centres.. 
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89. We come, therefore, to the conclusion that the proper 
course to take is to entrust the central banking functions to a 
new organisation endowed with a charter which wholly conforms 
to the requirements of a, true Central Bank. That new bank 
WOUld no doubt take over from the Imperial Bank such part of 
its organisation and staff as under the new order of things may 
become redundant to the purposes of the Imperial Bank, and 
from the Government a number of officials whose experience in 
the management of the currency would be of particular help to 
the new Central Bank. 

90. The future relations between the Government of India, 
the Central Bank, and the Imperial B'ank, must be matters for 
negotiation between the parties concerned, and for that reason we 
refrain from making detailed recommendations under this head
ing. We desire however to state that in our opinion those 
negotiations, and the relations which they establish, should 
recognise the principle that there is work to be done in 
developing banking facilities, so essential in the interests of 
the Indian people, which the Imperial Bank has been ,doing, 
and can continue to do so long only as it receives some 

I measure of official countenance and support. The bank
'ing organisation which India. requires must be based, not 

- upon a Central Bank alone as elsewhere, but upon a Central 
Bank, and a great commercial bank which has government 
countenance to inspire confidence in it amongst an uninstruct:ed 
public, and whatever government assistance is neede ~ to enable 
i. to perform the function of the initiator of banking facilities. 
As to the extent of t'hat assistance, we content ourselves with 
the observation that it should be designed to enable the Imperial 
Bank to maintain and develop its essential work of the provision 
of new branches. 

The Capital of the Central Bank, 

91. There is no need, nor is it in fact desirable, that a Central 
Bank should be endowed with any very great amount of capital. 
It is natural that those in charge of the Bank's affairs should 
desire to give to the shareholders as good a return as possible. 
The greater the capitaJ, the greater must the profits be in order 
to produce a given return, and the greater therefore the incentive 
for the management to do business which it might be better to 
avoid. Moreover, we propose in a later paragraph that the Govern
ment should be entitled to a share of the profits of the Bank 
after a fixed preferred dividend has been allocated to the share
bolders. If the capital of the Bank should be larger than is really 
required-and in the present state of development of the Indian 
rediscount market, the capital which is required for the business 
of the new Bank at the outset cannot be very large-the profit 
which accrues to Government would be considerably reduced ou 
account of the preferred dividend on non-earning capital. Again. 
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while it would .be possible to increase the capita.! later if found 
necessJlry, it would be so.mewhat difficult to reduce it. Taking 
these considerations into account, we are of opinion that a fully 
paid up capital of Rs. 5 crores would be sufficient, allowing even 
for a material expansion of banking in India. 
- The Imperial Bank will be called upon to give up to the new 
Central Bank some of the privileges it now enjoys. It is right, 
therefore, that the Imperial Bank's shareholders should be given 
the first opportunity of subscribing for the capital stock of ilie 
Central Bank. This is a valuable concession, for experience 
shows that the business of central banking is a profitable one, and 
that central bank stock in other countries usually ranks as l;li/!h 
in the estimation of investors as Government securities. 

The Name of the Bank. 

92. This is largely a matter of· taste and local psychology. 
After considering various alternatives, we suggest that the new 
bank be caJ.led the .. Reserve Bank ofIndia ... 

BO&l'd 8l1d Management. 

93. The difficult problem of ~rdinating the management of 
a banking organisation with important establishments widely 
separated and with business widely differing in character in the 
various parts of the country, seems to have been solved by the 
Imperial Bank of India. The system of local bead offices in the 
chief business centres, managed by Local Boards who are elected 
by the shareholders registered in the respective branch registers, 
appears to us to be as appropriate to the organisation of the 
Reserve Bank as it is to that of the Imperia.! Bank. The provisions 
of sections 23, 24, 25 and 26 of the Imperial Bank of India Act, 
1920, should therefore be embodied in the charter of the Reserve 
Bank. The provisions regarding the election of members of . 
Local Boards, etc., as embodied in regulations 43 to 48 inclusive, 
should similarly be followed, except in one respect. The term 
of office of the Presidents a.nd Vice-Presidents of Local Boards, 
which, under the Imperia.! Bank Act, is fixed at one year, is too 
short to conduce to efficient work. We therefore recommend 
that the period be extended to two years, and that the limitation 
contained in rB"o-ulation 44 (1), that no person shall be chosen to 
be President or Vice-President twice in succession. should be 
omitted. 

94. Resolutions passed both by the International FinanciaJ. 
Conference of Brussels U920) and that of Genoa. (19'J9) recom
mend, in identicaJ. terms, that .. Banks, and especia.!ly Banks of 
Issue, should be free from political pressure, and should be 
conducted solely on lines of prudent finanoe." In the spirit of 
these resolutions, care should be taken to assure that a pre-
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dominant majority of members of the Local as well as the 
Central Boards of the Bank should derive their mandate from 
the shareholders of the Bank by election, and that only a small 
minority of the Board should be nominated by Government. 
It has been sometimes urged that all members of the Board of a. 
Central Bank of Issue should derive their manda.te solely from 
the shareholders, none being nomina.ted by the Government, 
but we consider that, in the particular circumstances of India, 
viz., the wide experience of the Government in the management 
of the currency and the great importance of the Government's 
banking and remittance business, it would not merely be appro
priate but desirable that the Government should nominate a 
small minority of members on the Centrsl Board, the members 
of the Local Boards being, as hitherto, elected solely by share
holders of the respective branch registers. We accordingly 
propose that the new charter should provide for the Central 
Board to be constituted as follows :-

(a) The Presidents and Vice-Presidents of the Local 
Boards established by the Act. In addition, each Local 
Board to select from among its members, by a majority 
vote, one member to serve on the Central Board for two 
yelj.rB. 

(b) A Managing Governor and a Deputy Managing 
Governor, who shall be persons of appropriate experience, 
and who shall devote their whole time to the affairs of the 
Bank, to be appointed by the Governor-General in Council 
for a period of five years, on salaries and allowances to be 
determined by the Central Board. 

(c) Such number of persons, not exceeding three, and not 
being officers of the Government, as may be nominated by 
the Governor-General in Council. Such persons shall hold 
office for one year, but may be re-nominated. 

The Central Board would thus be composed of 14 members, 
of whom nine would be elected by shareholders, a maximum of 
three would be nominated by the Governor-General in Council, 
and a Managing Governor and Deputy Managing Governor would 
also be nominated by the Governor-General in Council. In 
addition to· the above 14 members, the Government should be 
entitled to nominate an official member to the Board who should 
have the right and duty to attend and advise the Board but not 

. to vote. 
Such a constitution will leave the Reserve Bank free from 

interference from the Executive in the day to day conduct of its 
business and in banking policy, a condition which we consider 
of paramount importance. At the sa.me time, the Government, 
through ita representative on the Central Board, will be kept 
closely in touch with the Bank, and there will be the mutual 
advantage of close co-ordination between the currency and credit 
pOlicy and the financial policy of the country. 
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Sections 29 and 30 of the Imperial Bank Act should be 
embodied in the new charter. 

95. To eliminate the danger of political pressure being exer
cised upon the Boards of the Reserve Bank, it is desirable to . 
introduce a provision in its charler directing that no person 
shall be appointed President or Vice-President of a Local Board, 
or shall be nominated as a member of the Central Board, if he is 
a member of the Governor-General's Council, the Council of 
State, the Legislative Assembly, or of any of the Provincial 
Governments or Legislative Councils. 

96. The Reserve Bank's principal function being to rediscount 
bankable bills held by the commercial banks, it is desirable that 
tbe Boards of the Reserve Bank should exercise their unfettered 
di~cretion in accepting or rejecting such paper, and it is therefore 
undesirable that representatives of any of the commercial banks 
should hold the position of President, Vice-President or member 
of a Local Board or that of member of the Central Board. A 
provision to this effect should be embodied in the charter. 

Head Omee. 

97. The Head Office of the Bank should be established in 
Bombay, and the meetings of the Central Board should 
ordinarily be held there. 

Votes ot Shareholders at General Meetings. 

98. Care must be taken to ensure that the polic;y of the 
Reserve Bank is governed by purely national considerations, and 
is not influenced by the interests of any individual section of the 
community. It is undesirable that it should be possible for any 
particular group to acquire control of the affairs of the Bank 
and impose its policy upon the country. It is imperative, 
therefore, to limit the number of votes which each shareholder 
is entitled to exercise, whatever his shareholding may be. 
Accordingly, a provision should be introduced into the charter 
that shareholders shall have one vote for every four shares 
(assnming that the shares are of Rs.500), of which they have 
been the registered holders for not less than six months, no 
shareholder, however, being entitled to have more than a total 
of ten votes, whether in his own name or as proxy. 

The discretion which would be vested in the Local Bonrds 
(nndE'r the provision correspondiug to section 26 of the Imperial 
B,tnk of India Act), to approve or refuse to approve transfers 
of shares, would also be exercised when necessary with a view 
to preventing the multiplication of individuals' voting power by 
trtlllsfer to nominees. 
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Division of Profits. 

99. The business of a Central Bank should not be run mainly 
for profit. Dividends should be limited to a reasonable return 
on its capital, adequate provision being made for building up 
substantial reserves, especially in the earlier years. Limitation of 
"the dividend must also be considered in connection with the ques
tion how the Government of India is to be compensated for hand
ing over to the Reserve Bank the assets of the Paper Currency 
and Gold Standard Reserves, and the profits arising from the 
right of note issue. The simplest and most convenient way in 
which the Government could be compensated is by allocating to 
it certain of the surplus profits of the Bank above a limited divi
dend. We recbmmend that a plan of dividing profits in the 
following manner be adopted. . 

IOU. After making provision for bad and doubtful debts, depre
ciation in assets, and all such items as are usually provided for 
by bankers, and after payment out of the net profits of a cumu
lative dividend at the rate of five- per cent. per annum on the 
paid-up capital, there should be allocated to the reserve fund, 
until such reserve fund is equal to 25 per cent. of the paid-u? 
capital, three-quarters of the surplus, and one-quarter to the 
Government. Thereafter, until the reserve fund is equal to 
the paid-up capital of the Bank, one-half of the surplus should be 
allocated to the reserve fund and the other half to the Govern
ment. When the reserve fund is equal to the paid-up capital 
of the Bank, one-eighth of the surplus, but not exceeding three
per cent. of the paid-up capital, should be paid to the shareholders, 
and the balance to the Government. 

. We must here anticipate an objection that may be raised against 
the above scheme, namely, that it is proposed to build up the 

. reserve too rapidly, and at the expense of the " profits" which 
under the existing system would go to the taxpayer's 
relief. The present practice under which the profit from 
the Reserves is not available for the fortification of the 
Reserves is not in our opinion a sound one. But, even 
looking at the question from the stand?Oint of ?OliticaJ 
expediency, we do not consider that our proposal would involve 
a fresh burden on the taxpayer. The maximum diversion or 
Government revenue to the accumulation of the reserve is only 
Rs.p crores, and this should in our opinion be set against the 
resources which would be placed at the disposal of Government 
as a consequence of the amalgamation of the Gold Staudard 
Reserve and the Paper Currency Reserve ("ide paragraph 145 
below), and which even if not immediatelv realised could no 
doubt be brought to the credit 'Of reve~ue in the earlier 

• These figures are qooted iIIu8tratively, Bnd are snhjed to alteratiro in. 
view of market conditions. 
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• 
years, when the profits handed over by the Bank were 
not yet equal to those at present accruing from the Reserves. 
Strongly as we feel that the new Bank's reserves should be 
built up as rapidly as possible, we should not ha.ve recommended 
t fortifica.tion of the reserves a.t the rate proposed had we not 
been confident that it could be achieved without any fresh taxa
tion or postponement p£ remissions of taxation. 

Increase of CapltaJ. of the Bank, 
101. The capital of the Bank might be, increased by the 

Central Board from time to time with the approval of the 
Governor-General in Council, and the price at which shares might 
be issued for that purpose should be determined by the Central 
Board wjth the approval of the Governor-General in Council. 

Business of the Bank. 
102. In a separate tichedule (Schedule II) a.ttached to this 

Report we have drawn up a list of the business which the Bank 
might 'do and that which it might not do, and we recom
mend that it be embodied in the charter. The list ha.s been 
drawn up on the basis of two principles, viz., that the 
Bank should be a true Central Bank and that its functions and 
capa.cities should be' so organised as to secure that it should be 
made use of without suspicion or jealousy as the Banker~' Bank. 
We have advisedly made no provision in that schedule for the 
Reserve Bank having recourse to direct operations in the bill 
market; not that such a provision is unnecessary-we regard 
it as a cardinal provision in the charter of a true Central Bank 
if it is properly to discharge its primary duty of regulating credit 
and maintaining the stability of the currency; but in the 
present state of development of the bill market in India, we do 
not consider that open market operations by the Reserve Bank 
are an indispensable method for carrying out its credit policy. 
Rather we think that this development should follow in 
the wake of banking progress and the growth of a large 
and healthy bill market. Experience in other countries shows 
that with the creation of a Central Bank, and the consequential 
development of a sound banking system, the bill market comes 
into being in a surprisingly short time. In India, where the hundi 
or internal bill of exchange has been in existence for many 
years, we hope the growth of the habit of drawing bills instead 
of opening cash credits will be more rapid than elsewhere. In 
order to provide for such future development, the charter 
should enable the Reserve Bank to apply to the Governor
General in Council for power to buy and sell in the market bills 
of exchange, promissory notes or other commercial paper arising 
out of bona fide commercilll or trade transactions bearing two or 
mOl"6 good signatures and having a maturity not exceedinl! 
90 days, if lind when it finds such powers necessary to thl> 
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performance of its function of regulating the supply of credit. 
In deciding whether to grant or refuse this application, the 
Governor-General in Council would of course give due considera
tion to the possible effect, on the various classes of persons 
concerned, of the operation of the proposed new procedure. To 
avoid ambiguity, we should state that our proposal is that 
this power, if and when granted, should be granted once and for 
all ; not that it should have to be applied for on each occasion. 

Remittances .Ior Financing the Bome Treasury. 

103. ·We recommend that the Reserve Bank should be 
entrusted with all the remittance operations of the Government 
in India and in London. The Government will thus cease 
directly to operate in the exchange market. 

Such an arrangement is the natural consequence of the 
er,tablishment of a Central Bank of issue. The business 
of remittance is essentially banking business. Since the bank 
of issue must be the bank of the Government in other matters, 
it is convenient and, as will be seen, essential that it should be so 
in this matter also; and it may be assumed that it will be able 
to transact the business at least as economically as the Govern
ment. Further, an obligation is imposed upon the Bank to main
tain the value of the currency. The annnal remittance 
on Government· acconnt amounts to some £35 millions, 
a large sum in proportion to the total foreign remittance 
business of the country. The time and method of making 
these remittances have an intimate connection- ""ith the 
Bank's discharge of its obligations. It would be difficult, 
if not impossible, for the Bank to discharge its essential 
obligation to the currency unless it conducted the remittance 
business of the Government. 

104. On the other hand, it has been suggested that the Reserve 
Bank, through its exclusive knowledge of its own bank rate 
policy, would, if allowed to deal in the exchange market, be 
placed in a position of nndue advantage as compared with other 
banks and firms. Such an objection might perhaps legitimately 
be made if it were proposed to hand over the control of the 
currency, and the conduct of Government remittance, to a bank 
competing with other banks for ordinary commercial business. 
But it is misconceived, made in relation to a transfer to such a 
Bank as we propose. In that institution the other banks of the 
country will find, not a state-aided competitor, but a coadjutor 
and a potential source of support. The exchange operations of 
the Bank will normally be limited to the bona fide requirements 
of its customers (including the actual requirements of the 

• The action of \he Oovemmen~ by which in recent vears part of the 
remittance first pot througb the treuu.ry was Bubeequently put through 
currency, ahOWI that the Government cannot carry on ita remittaDce opelationa 
irrespective of their effect ~D the Indian money markei or Oil currency policy. 
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Secretary of State) and to its necessary operations through and 
on account of the Reserve. We may point out that such opera
tions may be necessary to the discharge of the responsibilities 
of the Bank, not only in the routine course of business, but in 
order to enable it to co-operate with other central banks in those 
joint measures which are increasingly neceasary for the proper 
co-ordination of monetary policies. There is, therefore, no 
reason to suppose that its operations will be in any way to the 
disadvantage of ilie market. 

105. It has been suggested that the Secretary of State has 
constitutional and statutory responsibilities to Parliament 
(including the particular responsibility to the holders of India 
sterling debt) which make it impossible for him to be satisfied 
with an obligation undertaken by a bank, however pre-eminent 
in status, to keep him supplied with funds. We are, however, 
unable to find that the duties and responsibilities laid upon 
the Secretary of State in relation to financial commitments in 
the United Kingdom are different in kind or extent from those 
laid upon him in relation to financial commitments in India, 
which are similarly incurred in his name. The latter are already 
discharged on his behalf by the Government of India, and are to 
some extent discharged through the agency of the Imperial Bank. 
If the Secretary of State is able to entrust to duly authorised 
agents the carrying out of his debt and remittance obligations 
in India, he may be satisfied similarly to employ an agent to keep 
him in funds for the implementing of his ohligations in the United 
Kingdom. The employment of an agent does not imply the 
abrogation of the ultimate control and responsibility vested 
in the Secretary of the State. Should the agent not discharge 
the obligations which it has accepted, the power of the Secretary 
of State himself to discharge his own obligu.tions is in no 
way qualified or diminished. 

106. When arrangements have been made for the transfer of 
the conduct of Government remittance to the Reserve Bank, it 
will be necessary for the successful discharge of that function 
thM the Secretary of State should furnish to the Bank in advance, 
through the Government of India, periodicu.l information 
as to his requirements. It has been suggested in evi
dence thM it would not be poesible to forecast with 
accuracy the requirements for any considerable length 
of time ahead. Occasions may obviously ariee when 
unexpected commitments, or increases of existing commitmenta, 
may materialise on a large scu.le. Any scheme must provide 
for meeting such a contingency, which would no doubt be of 
rare occurrence. But a great part of the Secretary of State's 
commitments are in respect of payments which are ~arly 
recurri~. or at least easily foreseeable; and it should not as a 
rule be difficult to produce reasonably accurate f~sts of the 
funds required. As repros minor variations between 
e-stimates and actuals. no difficultv is likelv to arise. It is not. 
of course, suggested that it should be laid' dowu that estimates 
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once furnished must be rigidly adhered to. The Bank would be 
primarily responsible for the prograinme of remittance, after 
giving due regard to the views of the Government of India. The 
Secretary of State will no doubt retain a working balance suffi
cient to ensure his having funds available to meet any ordinary 
and foreseeable excess of actual over expected expenditure. 

107. The question by what methods the Government 
remittances to London should be made haa in recent times 
occupied a prominent place in all discussions of the Indian 
currency system. With the creation of the Reserve 
Bank, the transfer to it of the remittance business, and 
the withdrawal of Government from adive operations in the 
exchange market, the significance of these questions will 
be greatly reduced. If the Bank is given the right 
and duty of conducting the official remittance business, 
as part of its larger function of managing the currency and credit 
system as a whole, it should clearly be left free, at its discretion, 
to employ such method or methods as it may find most con
venient and conducive to the smooth running of the machine. 
Under the new conditions, experience will soon teach-while 
nothing else can teach-by what methods the interests, 
commercial and financial, of the country can best be served. 

108. We observe that the method of remittance by the 
purchase of sterling in the market in India, instead of the sale of 
council bills in London, has recently been introduced with ad
vantage. We have received much evidence as to the respective 
merits of private purchase of sterling and of public tender. The 
main objections urged against the former system are that it 
involves undesirable secrecy and the possibility of favouritism, 
and against the latter that it is conducted by the Secretary of 
State in London. With regard to the latter objection, we are of 
opinion that the method of public tender could be employed in 
India with almost as much practical facility as it has been 
applied in London and with equal convenience to the commercial 
public. As regards the former, we recognise that there is some 
force in the objections under present conditions, but these will 
cease to have any weight when once the system proposed under 
our plan has been introduced and the obligation placed upon the 
Bank to buy and sell gold at the prescribed prices. Beyond 
these observations we do not desire to go in the direction of 
prescribing or limiting the methods of remittance to be employed 
by the Bank. To fetter 'its discretion in advance must be to 
waste the lessons of experience. 

109. It is to be observed that the exchange operations of the 
Bank, although effected in large measure to meet the require
ments of the Government, will not be the operations of the 
Government. The question, therefore, of publicity does not 
arise in connection with these operations, a8 it arises in the 
case of the exchange operations conducted directly by the 
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Government. We consider that the occa$ional suspicion 
attached to, these remittance operations has been intimately 
oonnected with the circumstance that the maintenance of 
exchange at a certain rate was dependent to some extent on the 
discretion of Government. Having regard to the statutory 
obligation which we propose should be imposed on the Bank, to 
maintain the Indian currency stable within the gold points of 
0. fixed parity, we see no urgent reason for the publica.tion of 
these exchange transactions. 

Remittance during the Tra.nsit.ion Period. 
110; We do not recommend any general departure from present 

practice in the matter of purchase of sterling, pending the 
transfer of the business of remittance to the Bank. At the same 
time, in view of the observation which we ha e -made on the 
subject of purchase by public tender, we re mmend that, in 
order to obtain valuable experience, a trial be made of that 
system in India on the first suitable opport 'ty, purchases in 
the market being employed only for the urpose of .. inter
mediates ". on days when tenders are not received, In the case 
of intermediate purchases also, we recommend that a trial be 
made of the system of offering fixed prices, to be publicly an
nounced. Further, until the business of remittance is 
transferred to the Reserve Bank, we recommend that 0. weekly 
I'eturn should henceforward be published by the Government 
showing its remittances in the preceding week, and the manner 
in which they were made. 

Rela.tlons of the Bank, the Government 01 India and the 
Secretary of State. 

111. It has already been indicated, in general terms, that it 
is one of the primary functions of the Reserve Bank to act as 
the banker of the Government and to hold its cash balances. 
The centralisation in its hands of these balances and of the 
bllnkinJ reserves in India of a.ll blinks opel"llting in India is an 
indispensable condition for the proper 'discharge of the Reserve 
Bank's primary dut.y of controlling credit and CODsequentl~ the 
volume of the monetary circulation. It is no less indispensable 
that all the remittance transactions of the Government shonld be 
entrusted to it, as recommended in the preceding paragraphs, and 
that any balances of the Government of India and of the Secretary 
of State outside India should be placed in the charge 'of the 
Reserve Bank, throngh its branches or agencies. Only then 
will any danger of the Government's remittance policy inter
f~ring with the proper management of the CUlTt'DCY be 
eliminated. We recognise thllt this reoommendation involves 
the emendment of section 23 of the Government of India Act.. 
We recommend that such an amendment should be made. 
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112. The fact that Government balances held with the 
Imperial Bank in India bore no interest, while funds held in 
London could be employed remuneratively in the money market, 
appears in the past to have led at times to unduly large accumu
lations of funds in London. As the proposed plan contempla.tes 
that the surplus profits of the Bank should accrue to the Govern
ment, there appears to be no longer any good reason why this 
practice, militating as it inevitably does against the smooth 
working of the management of credit and currency, should be 
continued. The arrangement contemplated need not impair'tbe 
valuable connection of the Bank of England with Indian financial 
affairs, as the Reserve Bank would, without doubt', closely 
collaborate with it in the ordinary course .. 

Note Issue and Reserve Requirements. 

General observatiofl8, 

113. Before oetting out in detail the conditions which are to 
govern the note issue of the Reserve Bank under the proposed 
plan, a few general observations must be made on the Bank's 
responsibilities, and the machinery by which it is enabled to 
discharge them. 

The prima.ry task of the Bank. 

114. The goal of all monetary policy is the achievement 9f 
stability of the purchasing power of the monetary unit, and the 
condition under which the sole right of note issue is entrusted to 
the Bank must clearly be the obligation to maintain stable the 
purchasing power of the rupee, both internally and externally. 
This stabilit.l' will find expression internally in the stability 
of the general level of commodity prices, and externally in the 
stability of the purchasing power of the monetary unit in relation 
to gold, and consequently in relation to all exchanges with coun
tries whose currencies are linked to gold through either a gold or 
a gold exchange standard. To assure this stability, it is indis
pensable that the obligation should be put upon the Bank at all 
times to buy and sell gold at fixed prices which are laid down in 
the charter. The question as to what these prices should be will 
be discussed later on. 

The meaf18 to accomplish it. 
115. What is the machinery which enables the Reserve Bank 

to undertake this obligation? The sole, right of note issue, and 
the stoppage of all further issues of money by the Government 
of India except through the Bank, coupled with the power to 
impose upon the country a judicious credit policy-these give the 
Reserve Bank the means to control the volume of the monetary 
circulation in India, and thus to stabilise the purchasing power 
of the monetary unit. So long as the volume of the monetary 
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circulation does not exceed, or fall short of, the amount of money 
at any time needed for the exchange of the quantity of goods 
and services, which have to be exchanged (regard being had to 
the "velocity of circulation" and the frequency with which 
goods Ilnd services are exchanged), the purchasing power of the 
rupee will remain sta-ble. The restriction of the monetary 
circulation within these limits is the fundamental condition for 
internaL stability, while internal stability is the main factor to 
achieve external stability. To appooate this, we need only 
think of tile repercussions which instability of the general level 
of internal prices haa upon the foreign trade of a country. A 
rise of internal prices (that is, a fall of the internal purchasing 
power of the monetary unit) relative to the world level 
of gold prices, will inevitlllbly impede exports and stimulate 
imports, and cause the balance of foreign payments to be 
upset, and, with it, the exchanges. An internal depreciation of 
the monetary unit thus very soon produces external depreciation. 
The reverse is the case when internal prices fall below the world 
level of gold prices. Ii clearly follows that sta.bility of internal 
prices in relation to the world level of gold prices will prevent 
those repercussions, and will therefore prevent instability of the 
external value of the monetary unit, that is, of the exchanges. 
And if the exchanges are stable, and keep within the 
upper or lower gold points set by the fixation of the price at 
which the Reserve Bank undertakes to buy and sell gold, it will 
not be called upon either to buy or sell gold. Provided, there
fOl'e, the Bank follows a judicious policy of limiting the monetary 
circulation to the actual needs of the country by an appropriate 
credit policy, and so keeps the internal value of the rupee stable, 
the obligation to buy and sell gold will cause it no embarrassment. 

116. It is evident that a limitation of the monetary circulation 
to the real needs of the country postUlates contraction and expan
sion of the currency in accordance with those needs. In a mainly 
agricultural country like India those needs fluctuate widely, not 
merely according to the seasons of the year, but also according 
to the abundance or otherwise of crops and the prices they 
command. If that part at any rate of the notes which the BanK 
issues to meet the need of expansion is secured by assets of a 
character corresponding to this need of expansion, that is, if these 
assets mature and are liquidated ~hen the increased monetary 
circulation is no longer needed, the proceas of expansion and 
contraction becomes almost automatic. The true commercia! 
bill. tha.t is a bill drawn in respect of a genuine commercial trans
action. has these characteristics in a pre-eminent degree. It is 
a self-liquidating asset in the sense that the liquidation of the 
oommercial transaction liquidates the bill. It is for this reason 
that the charters of mosb of the central note-issuing banks provide 
for their note issues to be secured partly by commercisl bills. The 
chartE'l' of the Reserve Bank of India should contain a similar pro-
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vision. With a view to promote the growth of these commercial 
bills we recommend that the stamp duty on bills of exchange 
be abolished.· With the same aim, we also recommend the sale 
by post offices of bill forms in the English language and the 
vernacular in parallel. 

We now tum to the other assets which are to be held by the 
Bank to secure its note issue. 

Reserve to assure ezternaJ. stability. 

117. While internal stability is a fundamental condition to 
assure the external stability of the rupee, it is nevertheless 
essential that the note issue should be secured to 80 substantial 
extent by assets which are capable of rectifying a temporary dis
eqUilibrium in the foreign balance of payments. Disequilibria 
are bound to occur, sometimes for seasonal causes, and some
times for reasons of a bad harvest or fmancial stringency intern-

. ally or externally. Gold and gold securities are the assets most 
suitable for this purpose, for they can be readily employed to 
discharge external liabilities, pending the adjustment of the dis
equilibrium through an appropriate credit policy by the Bank. 

118 .. It.is evident that the maximum amount which need. to 
be kept at any given time as a reserve to maintain the external 
value of the rupee is the amount by which India's payments 
abroad exceed her receipts from abroad at that time, or briefly, 
India's adverse balance of payments at any given time. But, as 
every sale of gold or gold exchange by the Reserve Bank opemtes 
in the direction' of contractiDg the internal circulation, and as 
there is a point beyond which the contraction of the monetary cir
culation cannot be carried, it may be said that the size of the 
gold reserve need not exceed the max;.mum amount to which 
currency can be so withdrawn from circulation. 

119. If notes were the only token money circulating in India, 
it would be a comparatively simple matter to determine to what 
extent they are to be secured by gold assets. The experience 
of other central note issuing banks is 80 valuable guide in this 
respect. 

120. But the problem in India is a more complex one, due to 
the fact that the circulation of fiduciary money of unlimited legal 
tender in India consists of rupee coin 80S well as of notes, that 
the amount of rupee coin in issue cannot be assessed accurately. 
and that an unknown. but certainly substantial, proportion oC 

• It was stated in evidence that in America there W8.I at one time a stamp 
duty on bill. of exchauge. It W88 found to ... triet the development of Ihe 
type of paper eaaential to the functioning of a money market, to render 
difficult the adjustment of the Federal Reserve Bank rates and to interfere 
with Ibe operation of tbe Reaerve Bank. This duty waa tbe tint to be 
abandooed when at the end of the recent war America undertook the reduction 
of laxation. 
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rupees in issue does not ordinarily serve as 80 medium of 
exchange, but ill held as 80 store of wealth. Rupees which do 
not ordinarily serve 80S 80 medium of exchange, when employed 
for the purchase of gold at the Reserve Bank, do not cause 
a contraction of the moneta.ry circulation in the accepted sense. 
Their use for this purpose does not therefore produce the auto
matic reaction on internal prices which is produced by a con
traction of that part of the rupee circulation which is doing 
money's work. 

121. The system of currency which we recommend m80kes it 
improbable, however, that these .rupee hoards will be presented 
immediately for conversion into gold, for none of its provisions 
create an incentive to do so. It seems, nevertheless, desirable to 
provide for this contingency, for the Reserve B80nk could obviously 
not face the strain anqJoss which would fall on it if these rupees 
were tendered in wholesale fashion for conversion into gold, 
80nd if it had to sell them for the v80lue of their silver contents. 
To safeguard its position the following measures are recom
mended. There should be added to the liabilities, over 80nd 8obove 
the li80bilities in respect of the note issue, an amount of Re. 50 
crores which is to be secured by IUlS6tS in the SlIme manner as if i~ 
formed part of the note issue. The B80nk should, mOl'eOVel', be 
given the right to deliver to the Government against payment in 
the, form. of notes, gold or gold securities (at the rate of Re. 4 
for each Re. 6 of rupee coin), all the rupee coin coming 
into its possession in e:(cess of certain specified amounts, which 
are to be regarded 80S the upper limita to which rupee coin ma.y 
be held 80S 80 reserve 8osset. 

122. ThE> effect of this provision is that, if and when silver 
rupees are wi~l(l.mwn from circulation 808 redundant, the obliga
tion to fill)lBie the withdrawal falls on the Government of India, 
and that is the quarter in which it should f8o11, beca.use it was 
the Government that put them into circulation. But to a.asiat 
in the finance, under the five to four ratio the Govelnment of 
India, lIB is rea.sonable, receive b80ck from the reserves, pari pa88U 
with the witbdra.wal, an amount which ma.y be regarded 80S 
roughly equivelent to the origina.i profits on coinage, the proceeds 
of which, accumulated in the Gold Standard Reserve, we propose 
to make over to the Blink. 

123. The ofIicia.i witnessea in India have submitted estimo.tea 
tending to show that the total amount of rupee coin at present 
in issue is from 350 to 400 crores. Ta.king the latter figure, a.nd 
deducting from it 150 crores, lIB the amount which, in their 
opinion, could in no event be spa.red from the circul8otion, they 
come to the conclnsion that an amount of Rs.250 crores m80Y 
be rega.rded as that pert of the rupee circul8otion which does nos 
primarily serve moneta.ry purposes. Differences of opinion 
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exist as to the minimum amount of rupees required by the large 
masses of the Indian population for the carrying on of small 
transactions. We are unable to frame any reliable estimate of 
this amount, but we do think that, in order to establish the new 
system on the safest basis, we should take the safest 
figure of rupee contractibility, viz.: that put forward by the 
official witnesses, as our guide. The figure of 250 crores 
includes Rs. 85* crores of silver coin and bullion now held in the 
Paper Currency Reserve, of which, on the basis of the figures 
given for purposes of illustration in paragraph 144 below, 67 
crores should be handed over to the Reserve Bank on 
taking over the note issue, while the balance of 18 crores 
should be retained by the Government for gradual disposal. 
If, as does not seem unlikely, the 67 crores gradually 
go into circulation, the total amount of rupees that might 
then be spared from circulation may be assumed to amount to 
about 232 crores. It is this amount which, while outstanding, 
would be secured by the 50 crores of addition to the Reserve. 
If and when these rupees come back from circulation and are 
delivered to the Government under the before-mentioned pro
p'osal, these 50 crores will be diminished at the rate of 1 rupee 
for every Ii rupees of redundant rupees delivered. In the event 
of further rupees being issued by Government on the Bank's 
demand, this process would, of course, lie reversed. 

124. Having in this manner provided for the possibility 
of hoarded rupees being converted into gold, it remains 
to deal with the gold and gold security reserve to be 
provided for that part of the monetary circulation, which 
truly serves as a medium of exchange. If it be assumed 
that 150 crores of rupee coin can in no circumstances be spared 
from the circulation-and this is the minimum estimate 
-we have finally to determine what proportion of the notes in 
issue can be Rpared from circulation, and what gold and gold 
security reserves should be held for the purpose. 

The system of note issue. 

125. Before we can proceed with this question further, it is 
necessary to consider the system of note issue which is likely to 
prove most suitable to the particular conditions of India, a.nd 
which it is therefore desirable to adopt. 

If we go by the precedents of the currency legislation of other 
countries, we have two well-defined systems to choose from. 

126. There is fust what may briefly be termed the fixed 
fiduciary issue system, which has been sdopted by England 
under its Bank Charter Act of 1844. By this Act the BAnk of 

• Se. first footnote on page 6. 
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England is authorised to issue its own notes on the security of 
Government Debt to an amount fixed by statute. hy additional 
notes over and above this fixed fiduciary limit have. to be secured 
by a gold backing of 100 per cent. The system rests on the 
thoroughly sound doctrine that there is a minimum of currency 
which must always remain in circulation unless the mechanism 
of exchange is to break down completely, and that, so long as the 
fiduciary issue is well within that minimum, there is no dange::
of the purchasing power of the currency being adversely affected. 

127. The Act of 1844 requires the separation of the business of 
note issuing and banking into two separate departments-the 
Issue Department and the Banking Department. The Issue 
Department deals exclusively with the issue and redemption of 
notes. It holds the gold reserves, and creat~s on their security and 
on the security of the fixed amount of Government Debt all the 
notes that it is entitled to create under the Act. The notes so 
created and issued to the public constitute the active circulation, 
while the balance of notes created but not issued to the public 
oonstitutes the Reserve, which Reserve is held by the Banking 
Department. That Department is concerned with the discount, 
credit, and banking business generally. The size of that Reserve 
constitutes the limit to which the currency can be expanded. If 
more currency is needed (as, for instance, in a severe crisis). 
nothing r~ains but to suspend the Bank Act. That, as is well 
known, has happened three times in the history of the Act up 
to the outbreak of the great war. 

128. It will be appreciated that, under this system, expansion 
or contraction of the note issue beyond the fixed fiduciary limit 
takes place at a. rate exactly corresponding to the increa.se or 
decrease of the gola reserves. The system is a. cautious one, 
but safety is secured at the expense of elasticity. In spite of 
its rigidity, however, the syst~m has worked well in Engla.nd, not 
because expansion and contraction a.re not as necessa.ry there 80S 

they a.re in other countries" but because the widespread develop
ment of the joint stock ba.nking organisation of the country has 
led to the cheque. and not the bank note, being the chief medium 
of exchange. Expansion and contraction of the currency in 
England thus takes pla.ce through the cheque currency, and so 
imp~ts to the system the necessa.ry ela.sticity. 

129. The other system which might be chosen is that in 
?perstion ~ many of the countries on the continent of Europe, 
In the Uruted States under the Federal R~serve system, and in 
~outh Africa. It may conveniently be termed the propor
tional reser;e system. The system does not require the note 
issuing and banking functions to be separated into two depart
ments. Under it, the notes in a.ctive circulation Bore secured by 
a minimum percentage of gold or gold securities, which is la.id 
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down by statute, and which is 40 per cent., in the case of the 
Federal Reserve System and in South Africa, and is less in other 
countries. These minima, however, are not rigidly fixed, but 
may be transgressed with the consent of the Government for 
short periods on the condition that the issuing bank pays a 
tax reckoned on the amount of the deficiency. This tax is 
made to rise steeply as the deficiency increases. It will be 
appreciated that the fact that the Government's permission has 
to be obtained, and that this permission is only given for com
paratively short periods, and further, that the bank has to pay 
a steeply rising tax, forces the bank to take prompt measures to 
redress the situation by an appropriate credit policy. It will also 
be appreciated that, under this system, an actual suspension of 
the Bank Act need not take place. 

130. Its chief characteristic is that" expansion and contraction 
do not, as in the case of the fixed fiduciary issue, take place at the 
same rate as the gold reserves increase or decrease, but that 
it permits expansion, and forces contraction to take place 
(assuming as an example the Federal Reserve system) in the 
proportion of 100 : 40. An addition of 40 units to the gold reserve 
permits the bank to issue notes to the amount of 100 units. 
Conversely, a loss of reserves of 40 units forces a contraction 
of notes to the extent of 100 units. The system thus permits of 
a far wider range of expansion and contraction than the fixed 
fiduciary issue system. It should be mentioned, however, that 
the Central Banks working under this system ordinarily main
tain a reserve ratio far above the legal minimum. Their 
reserve, in pre-war days under normal conditions, used to be in 
the neighbourhood of 50 to 60 per cent. The system, it will be 
seen, possesses the quality of elasticity to a far greater extent than 
the fixed fiduciary system. The objection is sometimes raised 
that, because of this greater elasticity, it lends itself to inflation, 
and is therefore less to be recommended than the fixed fiduciary 
issue system. It may, on the other hand, be said that, as the 
fixed fiduciary issue system can only work satisfactorily where 
the chief medium of payment is not the note but the cheque, 
the scope for inflation through an undue expansion of credit is 
just as great as it is in the case of the proportional reserve system, 
with legal tender money as the chief medium of exchange. Both 
systems obviously require prudence in the management of 

" currency and credit. 

Proportional reseTfJe system recomme.nded for India. 
131. Joint stock banking and the use of the cheque as currency 

are already developing in India, but they can hardly be expected 
to develop sufficiently quickly t-o mitigate the rigidity of the 
fixed fiduciary issue system. In the past complaints have often 
been heard that the Indian paper currency has been made unduly 
rigid hy the attempt to imitate the provisions of the English 
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Bank Charter Act. The need for seasonal expansion and con
traction in India is particularly pronounced owing to the mainly 
agricultural character of its internal .economy. We therefore 
recommend the adoption.of a proportional reserve system of note 
issue; and the outlines of the charter presented later in this 
Report have been framed on that principle. 

Gold and gold security reserve. 
132. In the light of the experience of other note-issuing banks 

which are working this system, it seems safe to provide for the 
gold and gold securities in the reserve to be not less than 40 per 
cent. of the liabilities, i.e., of the notes in issue plus the 50 crores 
on account of outstanding rupees. The Bank would,. of course, 
in normal times, work to v. percentage much higher than the 
40 Pill" cent. minimum. 

Other re&erves. 
133. The remainder of these liabilities might be secured by 

Government of India rupee securities and rupee coin, thougb 
certain qualifying" conditions should be made in regard to their 
use as reserve assets. " 

134. Dealing first with the use of rupee coin for the purpose, 
the following considerations are relevant. The scheme under 
consideration contemplates no statutory obligation upon the 
Reserve Bank to convert its own notes into rupee coin. "There 
is therefore no logical necessity for the Bank to· hold 
rupee coin in its Issue Department (though it will doubtless hold: 
it. in appropriate quantities in its Banking Department> when 
once the Government of India notes have been replaced by 
Reserve Bank notes. The desirability of eliminating rupee coin 
from the Issue Department- is emphasised when its worth as a. 
reserve asset is examined. From the point of view of' the 
management of the currency by the Bank, the rupee coin is 
indistinguishable from the notes it issues, in spite of the 
fact that the rupee, appropriately described as a .. note
printed on silver," is made of a more costly material 
than the paper note. Both are tokens depending for then
purchasing power upon the limitation of their issue, and both 
require to be secured by an adequate amount of gold and' 
~old securities to assure their external value. The fact that 
SLme 85- crores of rupees have found their way into the Paper 
Currency Reserve is proof that, for the time being at any rate, 
they 81'e redundant. Hence their unfitness as an 8sset to secure 
the stnbility of the purchasing power of the currency. 

135. On the other hand we propose. for the reasons indicatea 
in para.,OTaph 69 above. to make it incumbent on the Bank to 
supply nlpees freely to the public in such quantities as may be
requi,:,!_~r circulation, and we propose to lay on the Govem~~t 

• s.e firs~ footnote on page 6. 
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the duty of supplying rupees to the Bank in order to enable it to 
carry ~>ut thi~ obligB:tion. It is conceivable that a large rise in 
the pnce of Sliver mIght prevent the Government from discharg
ing this duty, in which case the Bank would be freed from its 
obligation. But so long as the obligation prevails it is reasonable 
t{) permit the Bank to hold BOme of the rupees required to fulfil 
it in the Reserves of the Issue Department. The present stoCk 
is undoubtedly excessive, and we propose that a part of it should 
be :retained by Government. The balance of (say) 67 crores will 
be made over to the Issue Department at the outset, and it is 
not unlikely that a considerable portion will be absorbed as a 
necessary addition to the currency in the first few years. If 
rupees are wanted for this purpose they will automatically flow 
out of the Issue Department, and will then be replaced by assets 
of a more desirable kind, such as co=ercial bills, or gold. If, 
on the other hand, they are not wanted, and do not flow out 
of the Issue Department, they are clearly undesirable as a 
reserve asset, and should therefore be got rid of deliberately 
and be replaced by assets of a more eligible character. 

These considerations have led to a provision being included 
in these proposals to limit the quantity of rupee coin which the 
Bank is permitted to hold in its Issue Department to gradually 
dinIinishing amounts spread over 10 years. . 

136. Dealing with the question of the propriety of including 
Government of India securities among the reserves, it is easy 
to appreciate that they form a far less desirable asset than com
mercial bills, for they lack that most useful quality of the latter 
to expand and contract the currency automatically in accordance 
with the needs of the country. In the case of Government 
securities, expansion and contraction depends entirely upon the 
will and judgment of the currency" authority, and is therefore 
more liable to errors of judgment. A large holding of Govern
ment securities, moreover, might give rise to difficulties in con
nection with their realisation if the need for it arose. Their 
inclusion among the reserve assets of the Issue Department can 
therefore only be justified if the amount held is limited to only 
so much of the circulation as is unlikely, in any circumstances, 
to be with!irawn, plus such further amount as can in all prob
ability be realised without causing an undue disturbance of the 
Government's credit. 

Even the conditional utility which attaches to ordinary 
securities is absent in the case of the .. created .. securities that 
now find a place in the Reserve. In respect of these, we recom
mend that the Government should be required to replace them 
by marketable securities gradually within a period of 10 years. 

Separation of the Banking and Issue Departments. 
137. We have stated above that the proportional reserve 

system does not necessitate the separation of the banking and 
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note issuing functions of a Reserve Bank. Wherever the system 
is in operation no such separation is in fact made. If, neverthe
less, in the plan submitted in our Report such a separation is 
proposed, it is because we have been impressed by the 
view put forward by many witnesses that the accounts 
of the Reserve Bank should be presented in the simplest 
possible form, and that it is essentiaJ from this point 
of view to set out in a. separate statement the assets a.nd 
liabilities in respect of the note issue. We think that such a. 
separation would. inspire greater confidence in the new note. 
Although this is a novel way of dealing with the matter, there 
would seem to be no strong reason why it should not be adopted. 

Government Guarantee of the Bank Note. 

138. We recommend that the notes of the Ba.nli: shall be 
guaranteed by the Government of India. The purpose of this 
guarantee is to promote confidence in the notes of the Bank. 
A double change is proposed in the status of the note. It is 
to be a bank note instead of a Government note, and it is to 
be convertible into gold bars a.nd not as of right into silver rupees 
as in the past. In order to obvia.te any discredit that might 
attach to the new note in consequence of these changes, it is 
in our opinion essential that the note should be guaranteed by 
the Government a.t least for the first period of the Ba.nk's charter. 
We propose below a. provision which will adequa.tely secure the 
Government in respect of tha.t gus.rantee. 

Outlines of the Proposed Provisions of the Charter. 
189. It will be convenient now to formulate, amplify and 

summarise the plan for the Reserve Bank which we recommend, 
in the form of outlined provisions for a charter. 

Relations with the Government of India and the Secretary 
of State. 

140. The provisions of the charter dealing with the rela.t.'i.ons 
of the Bank, the Government of India a.nd the Secretary 
of State, &bould be fra.med to cover oUr genera.l recommenda.tions, 
as follows:-

The Bank undertakes to &Ccept monies for s.ccount of the 
Government of India. and the Secretary of Sts.te and to make 
payments up to the amount standing to .:he credit of their 
s.ccounts, a.nd to cs.rry out a.ll their exchange, remittance, invest
ment and other banking opers.tions, including the ma.nagement 
of the Government of India. Debt, on oonditlons to be mutnally 
agreed upon. 

The Government of India and the Secretary of Sts.te under
take to entrust the Bank with all their money, remitts.nce, 
exchan.,<t6 and banking transs.ctions in India. London and else
where, subject. in the case of London. eo existing or future 
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arrangements with the Bank of England, and· in particular to 
deposit, free of interest, all their cash balances and to concen
trate all their money transactions at the Bank, its branches or 
agencies. The Government of India and the Secretary of State 
undertake, further, to entrust the Bank with any transactions 
they may desire to 'undertake in gold and securities, as also their 
ordinary transactIons in silver, with the management of the 
Government of India Debt both in India and in London, and 
with the issue of any new loans, subject, however, to existing 
or future arrangements with the Bank of England in regard to 
the management' of the Government of India Debt in London 
and the issue of new loans there. 

Note issue. 
. 141. The Bank shall have the sole right to issue bank notes 
in India for a period of (say) twenty-five years, provided that 
the Government of India may continue to issue notes as hereto
fore during such time as the Bank requires to put itself iu a. 
position to issue its own notes in substitution for the Government 
of India. notes now in circulation. ~s soon as the Bank has 
notified the Government that it is in a position to issue notes, 
the Government shall cea.se to issue or re-issue its own notes, 
or any other type of paper money. Not later than five years 
from the date of the charter becoming operative the Government 
of India notes still outstanding shall cease to be legal tendtlr 
except at Government treasuries. 

Denomination of notes. 
142. ·rhe denominations of the notes issued by the Bank shall 

be I, 5,10, 50, 100, 500, 1,000 and 10,000 rupees, or such other 
denominations as may be approved of by the Governor-General in'. 
Council. . 

Issue Department. 

143. The issue of bank notes shall be conducted by the Bank 
in a department to be called .. The Issue Department," which 
shall be separated and kept wholly distinct from the department 
in which its general banking business is carned on and which 
is to be called" The Banking Department." The assets of the 
Issue Department shall not be subject to any liability other than 
the liabilities of the Issue Department as defined in the charter 
(see paragraph 146). It shall be lawful for the Central Board 
of Governors, if they think fit, to appoint a Committee, or Com
mittees, of Governors for the conduct and management of the 
Issue Department, and from time to time to remove the 
members, and define, alter and regulate the constitution and 
powers of such Committee ae they shall think fit. Provided 
nevertheless that the Issue Department shall always be kept 
separa.te and distinct from the Banking Department. 
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Trans/er a/ re861'11e8 to th.e issue Department. 

144. Tl?ere shall ~ transferred and appropriated by the 
Government of India to the Issue Department of the Bank the 
following assets, to be set forth in detail in a schedule to be 
attached, viz. :- . 

Rupee coin of 1l. face value of 
Rupee securities of a market vaJue of 
Gold securities of a market value of 
Gold coin and bullion at par value 

Crores. 
67 
50 
88 
30 

235" 

Thereupon there shall be delivered by the Issue Department to 
the Banking Department such an amount of bank notes ad, 
together with the Government of Indio. notes then in circulation, 
shall be equal to the aggregate amount of the rupee coin, rupee 
securities, gold securities and gold coin or bullion so appropriated 
to the Issue Department, less a sum equal to the amount of the 
rupee redemption liability referred to in the section (paragraph 
146 below) dealing with the .. Definition of liabilities of the 
Issue Department." 

From and after such transfer and appropriation to the Issue 
Department, it shall not be lawful for the Issue Department 
of the Bank to issue its notes to the Banking Department except 
in exchange for other notes of the Bank, or Government of Indio. 
notes, or for gold coin and bullion, or gold securities, or 
rupee coin, or Government of India securities, or such bankable 
bills of exchange as are permitted under the charter to form the 
security for the issue of the Bank's notes. Provided always that 
it shall be lawful for the Banking Department to payout all 

. Reserve Bank notes which it shaJI at any time receive from 
the Issue Department, or otherwise, in the same manner as 
such payment would be lawful if made by any other person. 

RSSet'f)8 requirerments. 

145. The character of the Reserves, which it shaJI be la.wful 
for the Issue Department to hold u.s security for its liabilities, 
should be closely defined. Of its holding 0/ gold coin or bullion, 
at least one-half shall be held in the Bank's custody in India, 
while the remaining half may be held outside India in the 
custody of its branches or agencies or deposited in other banks 
earmarked for the Bank's account. Gold in any Mint or in 
transit belonging to the Bank shaJI be counted u.s part of its 
reserves. • 

• These Ilgu_ ....... shown ill Schedllle m, hued IlD &he nole circlllauou 
figuree of SQoh April, 1926, and are ilIllovau .. only. 
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The gold secuTities which it shall be lawful for the Issue 
Department to hold as part of its Reserves shall be securities 
the capital and interest of which shall be payable in a currency 
which is exchangeable illto gold on demand and exportable in 
that form. They may be the following :-

(a) Balances standing to the credit of the Issue Depart
ment of the Ban#: .at the Central Note Issuing Bank of a 
foreign country; 

(b) Bills of Exchange of a maturity not exceeding 90 
days bearing at least two good signatures drawn on and 
payable at a foreign money centre; 

(e) Securities of Governments other than the Govern-
ment of India. 

Provided that for a period of 2 years from this charter 
becoming operative the Issue Department may hold Government 
of India sterling securities to an amount not exceeding 
Rs. 7 crores, and provided further that, after the lapse of 2 years 
at least one-half of the securities of Governments other than 
the Government of India shall be of a maturity not exceeding 
5 years. 

The Reserves to secure the liabilities of the Issue Department 
must consist of gold or gold securities to an amount of not less 
than 40 per cent. of theoe liabilities, provided that the holding 
of 'gold coin and bullion shall not be less than 20 per cent. of 
the liabilities after the end of the 5th year and 25 per cent. of 
the liabilities after the end of the lOth year from the date of 
the charter becoming effective. In no case, however, shall it 
be less than Rs. 30 crores. In order to enable the Issue Depart
ment of the Bank to show in its opeuing accounts a reserve 
ratio of not less than 50 per cent., that ia to show a good margin 
above .the minimum requirement, the Government of India 
should be required to replace any necessary amount (Rs. 7 crores, 
on the basis of the figures of note circulation on the 30th April 
last) of created rupee securities by gold securities. If the 
Government should find it inconvenient immediately to provide 
other snitable gold securities, they may be allowed to replace such 
rupee securities by an equivalent amount of Government of India 
sterling securities (created ad hoe), these to be replaced within 
2 years by gold securities of the kinds specified above. 

The balance shall be secured by the holding in the Issue 
Department of rupee coin, Government of India rupee securities 
and such domestic drafts, bills of exchange and bankers' 
acceptance.s as ue eligible for purchase by the Bank under this 
charter, provided that the rupee coin held shall not exceed the 
amounts specified in the following table, or 10 per cent. of the 
liabilities of the Issue Department, whichever ia the greater :-

Rs. 70 crores until the end of the third year, 
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Ra. 50 crores from the end of the third to the end of the sixth 
year, 

Rs. 35 crores from the end of tha sixth to the end of the 
tenth year, 

Ra. 25 crores thereafter; 
and provided further that the Government of India rupee 
securities held shall not exceed 25 per cent. of the liabilities 
with a maximum (overriding) of Ra. 50 crores. 

At the outset, any excess in the combined assets of the Paper 
Currency and &lId Standard Reserves over the liabilities (as 
defined in the next succeeding clause) shall be retained by the 
Government in the form of silver bullion and coin. Schedule ill 
to our Report shows, on the basis of the figures of 30th April. 
1926, the assets and liabilities of the Issue Department. 

Definiti<m o/Iiabilities 0/ the 188ue Department. 

146. The liabilities of the Issue Department referred to in the 
preceding paragraph (Reserve Requirements) shall be an amount 
equal to the amount of Government of India and Bank notes in 
issue plm an initial amount of 50 crores in respect of .. rupee 
redemption," which latter amount is to be reduoed by one rupee 
for every five rupees delivered to the Government of India by 
virtue of the provisions in the next succeeding paragraph. The 
reverse procedure shall be followed when rupees are issued by 
the Government to the Bank, i.e. the rupee redemption liability 
will be increased by one rupee for every 5 rupees so issued. 

Right to deliver redundant rupees to Government. 

147. The Bank shall have the right to deliver to the &lvern
ment of India against payment of four rupees in notes, gold or 
gold securities for every five rupees coin ao delivered all the 
rupee coin of which it may become possessed in exoess of the 
amount which. under the clause headed .. Reserve Require
ments " it is permitted to hold as part security for the liabilities 
of the Issue Department. Conversely the Bank sha!) be entitled 
to obtain rupees current under the Coinage Acts from the 
Government of India on payment of 4 rupees in notes, gold 
or gold securities for every 5 rupees so obtained. 

148. The Government of India shall undertake not to re-issue 
any rupee coin delivered under this or the preceding clauses nor 
to coin and put into circulation any fresh rupees, except to. the 
Bank and on the Bank's demand. The Bank, on ilie oilier hand, 
shall undertake not to dispose of rupee coin otherwise than for 
the purposes of circulation or by delivery to &lvernment aa 
hereiubefore prescribed. 
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Notes to be legal tender and gUM'anteed by GOflemment. 

149. The notes of the Bank shall be legal tender for the pay
ment of any amount, and omall be guaranteed by the Govern
ment of India. If and when the Bank fails to comply with the 
provisions of clauses 150-151 to buy and sell gold on 
the prescribed conditions, and the Government's guarantee thus 
becomes operative, or if and when it fails to comply with any 
other provision of the charter, which in the opinion of the 
Governor General in Council is essential, the assets held 
in the Issue Department shall become the property of the 
Government so far as they are required to meet the liability of 
the notes or of rupee redemption. Such failure shall involve the 
forfeiture of the privilege of note issue, unless it were caused by 
an impediment due to force majeure and recognised as such by 
the Governor-General in Council. 

The Bank to sell gold. 

150. The Bank shall sell to any person who makes a demand 
in that beharf at its offices at Bombay, Calcutta or Madras, during 
the office.hours of the Bank, and pays the purchase price in any 
legal tender money, gold bullion for delivery at its Bombay office 
at the price- of Rs. ~1 as. 3 ps. 10 per tola (ISO grs.) of fine gold, 
but only in the form of bars containing approximately 400 ozs. 
(1,065 tolas) of fine gold. Provided that whenever the market 
mte for the selling price of telegrsphic transfer on London is 
less than the upper gold point of the exchange as defined below, 
the Bank shall sell gold as aforesaid for delivery at its office at 
Bombay or in London at the option of the purchaser at prices 
hereinafter called the notified prices. 

The upper gold point referred to above is equivalent to 1a. 6d. 
gold plus a proportionate amount to cover the cost 
of shipping gold bullion from London to Bombay, in
cluding packing, freight, insurance, and loss of interest, 
and shall be determined and published in the same manner 
as the notified prices. The notified price for delivery in 
London shall be the said price of Rs. 21 as. 3 ~. 10 per 
tola, with the addition of an amount corresponding to the 
expenses of the shipment of gold bullion from Bombay to the 
Bank of England, London, including packing, freight, insurance. 
and loss of interest. The notified price for delivery in Bombay 
shall be the said price plus an amount corresponding to twice the 
said expenses. The notified prices shall be calculated by the 
Bank from time to time as necessary. They shall be submitted 
to the Government of India, which shall satisfy itself that 
they have been calculated in the manner provided above, and 
certify the same. They shall be published with the certificate by 
notification in the Gazette of India, and the publication of the 

• The figures io tbi. paragraph are baaed upon onr recommendation in 
sectiOD IV of lb. Report regarding tb. parity of the rupee. 
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notification and certificate shall be conclusive as between the 
Bank and all parties as to the prices at which the Bank shall sell 
gold.-

The Bank_ to buy gold. 

151. The Bank sha.ll be obliged to buy from any person who 
makes a demand in that beha.lf at its offices in Bombay, Calcutta, 
and Madras, during the office hours of the Bank, in exchange for 
any legal tender money, gold bullion for delivery at its Bombay 
office at the price of Rs. 21 as. 3 ps. 10 per tala of fine gold, but 
only in the form of bars containing approximately 400 ozs. (1,065 
tolas) of fine gold; provided always that the _ Bank shall in all 
:cases be entitled to require such gold bullion to be melted and 
assayed by persons approved by the Bank at. the expense of the 
parties tendering such gold bullion. . 

The lmnk to maintain the free -interchangeability 0/ the 
different forma 0/ legal tender currenoy. 

152. It shall be the duty of the Bank to maintain the free inter
changeability of the different forms of legal tender currency. It 
shall issue notes on demand in exchange for rupees and it shall, in 
exchange for notes of Rs. 5 or upwards, supply notes of lower 
value or rupees or other _ token coins in such quantities as may be 
required for circulation. It will be the duty of the Government 
to supply such' silver rupees or other token coins to the Bank on 
demand. Should the Government at any time fail to discharge 
this duty the Bank will be released from its obligation to supply 
such coins to the public. 

Suspemion 0/ R88M'tle requirements and tin on noto issue. 

158. The Bank shall be authorised and empowered, subject to 
the consent of the Governor-General in Council, to suspend for a 
penod not exceeding 80 days, and from time to time to renew such 
suspension for periods not exceeding 15 days, the requirements 
as to gold and gold securities reserve specified in the chatter; 
provided that, upon the amounts by which the reserve 
for the notes fa.lls below the requirements of the charter 
in respect of such notes, a tax shall be paid to the 
Government equal to the Bank's discount rate in force at the 
particular period plus one per cent. per annum when the gold and 
gold securities reserve against the notes is less than 40 per cent. 
but more than 32l per cent, and an additional Ii per cent. 
per aunum in respect of each 21 per cent. decrease or pan 
thereof by which the reserve falls below 32l. Provided that the 
tax shall in no event be less than 6 per eent. 

• A. 10 tho oalcu1&&iOlUl eollCOl'llOCl, _ Schedule I. 
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Bank exempt from further note tax. 

154. The Bank shall be exempted from the payment of any 
tax· or duty upon its note issue, other than the graduated tax 
provided for in the last preceding paragraph. 

Condition of note currency. 

155. The form and material of the notes issued by the Bank 
shall be approved by the Governor-General in Council. 

The Bank shall not re-issue notes which are tom or partially 
defaced or are soiled by excessive handling, and provision shall 
he made by the Bank for the disinfection and sterilization of 
notes before re-issue. 

In order to express on the face of the new note the 
cardinal features, viz., the guarantee of Government lind the 
fact that it is essentially a Bank note, we suggest that its 
form should 'be as follows :-

RESERVE BANK OF INDIA. 

GUARANTEED BY 

THE GOVERNMENT OF INDIA. 

ONE HUNDRED RUPEES. 

Reserve Bank of India notes are legal tender 
for the payment of any amount and are convertible into 
gold in accordance with the proviaions of .............. . 
Act of ................. . 

Issued by the Reserve Bank of India under the 
authority of the above Act. 

Chief ClJ8hier. 

Audit. 

156. The provisions of the Imperial Bank of India Act, 1920, 
Schedule II, regulations 58 to 60 inclusive, regarding the election 
of auditors, the right of the Governor-General in Council to 
appoint an auditor, and their rights and duties, seem appropriate 
and should be embodied in the new charter, with one modifi
cation, namely, that instead of three auditora, the new charter 
shall provide for not less than two auditora or firms of auditors. 
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Returns. 

157.-(1) The Bank shall make up and transmit to the 
Governor-General in Council weekly an account of the Issue 
Department and of the Banking Department in the form set 
out in Schedule IV, The Government shall cause copies of 
these accounts to be published in the next succeeding issue of 
the Gazette of India, 

(2) The Bank shall also, within two months from the close 
of each half of the financial year, transmit to the Governor
General in Council a copy of its half-yearly accounts, signed 
by the Managing Governor, Deputy Managing Governor, and 
the Chief Accountant of the Bank, and certified by the auditors, 
and the Government shall cause such copies to be published 
in the Gazette of India, ' 

(3) The Bank shall also, ,within 60 days after the 31st Decem
ber in each year, transmit to the Governor-General in Council 
a list giving the names, addresses and occupations and the 
number of shares held by each shareholder of the Bank. 

Bank rate. 

158. The Bank shall make public from time to time the 
minimum rate at which it is prepared to buy or rediscount bills 
of exchange, or other commercial paper eligible for purchase 
under the charter. 

"Secrecy /J8 to the bllSine.!s of th6 Bank. 

] 59. The Governors, officers and employees vf the Bank shall 
be obliged to maintain secrecy in regard to the affairs of the 
Bank and its customers,' and any person contravening this 
provision shall be liable to a heavy pecuniary fine ,or imprison
ment, or both. 

Falsification of books, statements, etc. 

160. Any Managing Governor, Deputy Managing Governor, 
Governor, officer, or employee of the Bank-

tal who falsifies any account, statement, return or other 
document respecting the affairs of the Bank, with intent 
to defraud or in a manner calculated to deceive shall be 
guilty of an offence and liable on conviction to imprisonment 
or to a fine, or to both. 

(b) who negligently and in breach of his duty makes, 
prepares, signs, approves or concurs in any a.ccount, state
ment, return or other document respecting the affairs of the 
Bank 'containing any false or deceptive statement, sha.Il be 
guilty of an offence, and liable on conviction to imprison
ment, or to a fine. 

W\OO 0 
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Gash Reserves to be maintained by banks and bankers 
against deposits. 

161. It seems highly desirable that the Bank Act should also 
include provisions compelling every bank or banker transactina 
business in India, from a date to be notified by the Governor~' 
General, to establish and maintain minimum reserve balances 
with the Reserve Bank equal to 10 per cent. of its or his demand 
liabilities to the public in India, and 3 per cent. of its or his 
time liabilities to the public in India. It should be made 
obligatory upon every bank or banker transacting business in 
India to make a return at the end of each month, signed by the 
Chief Officer and Chief Accountant, or,.in the case of a private 
firm, a Partner and the Chief Accountant of the firm, and to 
send such return to the prescribed officer of the Government 
ltnd to the Bank, showing:-

(a) The amount of the demand and time liabilities respec
tively to the public in India; 

(b) The amount of Government of India and Bank notes 
respectively held in India; 

(c) The amount of rupee coin and subsidiary coin respec
tively held in India; 

(d) The total amount of advances and discounts respec
tively in India; and 

(e) The reserve balances held at the Reserve Bank. 
Failure to comply with this provision should be subject to a 

penalty recoverable by action in a competent court. A summary 
of such monthly return for each bank or banker should be 
published in the Gazette. of India. 

When it appears from any monthly return that any bank or 
banker has failed to maintain the required reserve balances it 
shall be competent for the Government of India to call for such 
further return, or make such inspection of the books and accounts 

,of the bank in default as may be necessary to ascertain the 
amount of the deficiency and period during which it continued. 
The bank so in default shall incur a penalty at a rate per annum 
which shall be 3 per cent. above the Reserve Bank's official 
disoount rate on the amount of the deficiency for each day that 
it contmued. The penalty shall be raised to 5 per cent. above 
the Reserve Bank's official discount rate after the first seven days 
of the deficiency. No bank or banker may at any time make 
new loans or pay dividends unless and nntil the reserve balance 
required under this section is restored. 

Interpretation of term .. Bank or Banker." 
162. We suggest that the term" bank or banker" should be 

interpreted as meaning every person, firm, or company, using in 
its description or title .. bank" or " banker" or " banking," 
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and every company accepting deposits of money subject to· 
withdrawal by cheque, draft, or order. We recognise, however, 
that in view of the special conditions of indigenous banking in. 
India, this matter will require more detailed consideration than 
we have been able to give to it, and we recommend that it be 
further examined. 

Functio1l8 and capacities of the Bank. 

163. The functions and capacities of the Reserve Bank ~alI 
be as defined in Schedule II. 

Regulatio1l8 . 

164. A provision should also be inserted in the charter giving 
the Governor-General power to make, from time to time, 
regulations, not inconsistent with the charter, presm'ibing all 
matters which are required or permitted to be prescribed, or 
which are necessary or convenient to be prescribed, for giving 
effeet to the provisions of the charter. 

Time Table. 

165. The above proposals cannot, of course, all be brought 
into operation at once. The existing agreement with the 
Imperial Bank of India, for instanee, is not due to expire until 
the 27th January, 1931, and the contract with the Bank of 
England for the supplJl of Government notes is not due to expire 
until the 30th June, 1929. The ea.rlier termination of either 
agreement could no doubt be negotiated. On the assumption 
that the necessary arrangements are made, we recommend the 
following time tsble for the chief changes :-

The transfer of assets referred to in paragraph 144 should 
be made as soon as the Reserve Bank notifies that it is 
in a position to issue its own notes, but not later tha.n 
1st January, 1929. 

The obligation to buy and sell gold should come into 
operation on .. date to be approved by the Governor
General in Council on the proposal of the Bank. but no* 
later than the 1st January. 1931. 

Transitory ProviSions. 

166. During the transition period the currency authority· 
must be under an obligation to buy gold and to sell gold or 
gold exchange at its option at the gold points of the 
accepted gold parity of the rupee. It should take whatever 
steps Are required to convert in the safest and most gradual 

• By currency authorioy-ilfm";"', the Go\Wllmen, of India or the R~ .. 
Bank of India, "hi<:he_ is in c:onm.! of the no,," issue. 

moo C~ 
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manner a portion of the sterling balances into gold bullion, 
and should pursue a policy.calculated to strengthen the position 
of the Bank in relation to gold when it assumes charge of the 
currency and the Reserve. 

We desire expressly to emphasise that this recommendation as 
to the transition period is of the essence of our proposals. The 
Government of India should at once publicly announce its accept
ance of the obligation as defined, and should fulfil it without 
variation during the period of transition. We are of opinion that 
this· obligation should be embodied in statutory form. In 
Schedule V we suggest an outline form for such statute. 

Interdependence of Recommendations. 

167. In conclusion, we 'desire to emphasise that our recom
mendations in the preceding sections of this Report should be 
regarded as a comprehensive whole and that modifications of any 
of their integral parts involve the danger of destroying their 
balance and so preventing the efficient and smooth working of 
the .hole. 

IV.-STABILISATION OF THE RUPEE. 

Time for Stabilisation. 

168. The system of currency which we have recommended 
implies the adoption of some fixed gold parity for the rupee, and 
the stabilisation of the rupee at that parity. It is therefore 
essential to our inquiry to consider whether the time is ripe 'for 
such a stabilisation of the rupee, and, if so, at what rate that 
stabilisation should be effected. 

169. The great preponderance of opinion in the evidence 
which we have received is that it is desirable that the gold parity 
of the rupee should be fixed and that the rupee should be 
stabilised at that parity forthwith. It is held that the rupee 
should not be left to discretionary variations, with a view to the 
mitigation of internal price movements or for any other purpose ; 
and it is argued that, in view of the circumstances of the tImes, 
including the return to a gold basis of the United Kingdom, the 
Dominions, and other countries, the time is now fully ripe for 
such stabilisation. Each addition to the list of countries which 
have stabilised their currency in relation to gold improves the 
prospects for the stability of gold prices. 

170. In this .opinion we concur. So long as no such parity is 
fixed, there must be uncertainty as to the future of exchange, 
and a consequent lack of confidence. Commercial initiative 
must be discouraged, and the machinery of commerce generally 
must be clogged and. hampered. There are therefore the 
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strong~t practical reasons for deciding upon the parity and 
stabilising thereat forthwith, if that can be done with safety. 

171. After considering all foreseeable circumstances, we have 
come to the conclusion that it is safer to stabilise now than to 
wait. We do not overlook the fact that a certain element of 
instability remains in the economic conditions of the world 
as long as some important countries have not attained 
budgetary equilibrium or a stable currency. To fear, 
however, that even the worst disturbances that could 
proceed from these sources could seriously imperil the 
stability of Indian exchange would appear to us to imply an 
exaggerated caution. A stable exchange is an inestimable boon, 
and it should not be sacrificed or postponed for the sake of a 
security that is so absolute as to be unobtainable in the 
practical world. 

172. An apprehension was expressed to us lest some· con
siderable change in the credit policy of the United States of 
America., a.t present the chief holder of the world's monetary 
stock of gold, might produce a rise in world gold prices, in which 
India, if definitely linked to a gold standard, would be inevitably 
involved. As already sta.ted on the authority of the evidence 
from the United States, we have satisfied ourselves that there 
is no such redundance of gold in the United States as would be 
likely to promote such a policy. Moreover, the number of 
countries which have returned or are returning to the gold 
standard is some guarantee that, with proper--co-operation and 
management on the part of the various central banks of the 
world, a more even distribution of the available gold Will be 
attained in time, so that world price levels will be less dependent 
upon the policy and actions of a single currency authority than 
they are supposed to be at present. 

173. In short, there is not in our opinion any event in the 
foreseeable future which would be likely to make conditions 
more favourable for the purpose of stabilisation than they are 
at present, and the outcome of which ought therefore to be 
awaited: and we are, in consequence, of opinion that stabili
sation should be effected forthwith. 

The Ratio of Stabilisation. 

174. The legislation of 1920 hae fixed the statutory value of 
the rupee at 2.t.; but that rate is absolutely ineffective, and the 
Government have declared that they do not seek to regain it.. 
The pre.§.6nt market rate is about Is. 6d. It has been at that 
level in relation to gold since June 19'25, and in relation io 
sterling since October 1924. 

69100 cs 
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175. For the reasons set forth below we recommend that the 
rupee be stabilised in rel&tion to gold at a rate corresponding to. 
an exchange rate of Is. 6d. for the rupee.-

Adjustment of Indian to wOTld pTices. 

176. The "hief reason for this reco.mmendation is our con
viction, which has been formed and cumulatively reinforced 
during the progress of our inquiry, that, at the present exchange 
rate of about Is. 6d., prices in India have already attained a 
substantial measure of adjustment with those in the world a~ 
large, and, as a corollary, that any change in the rate would 
mean a difficult period of readjustment, involving widespread 
economic disturbance, which it is most desirable in the interests 
of the people to avoid, and which would in the end be followed 
by no. countervailing advantage. 

177. We shall proceed to discu.~ a number of relevant issues, 
which have been raised in this connection, and we shall examine 
the question from various angles; but we wish to make it clear 
at the outset that the central, and as it seems to us the decisive, 
factor is the extent to which the prevailing rate of exchange is 
reflected in internal prices. We are unanimous in holding the 
view-and, indeed, it is a proposition which it would be difficult 
to controvert-that, if it can be shown that prices have to a 
preponderant degree adjusted themselves to the existing de facto 
rate, then that rate must be adhered to. The further proposi
tion, that such substantial adjustment has been secured, is a 
question of fact, as to which we shall now adduce the evidence 
on which our conviction is based. 

'178. It wonld be difficult, if not impossible, to pursue any 
argument on the subject of the movement of price levels, without 
making use of index figures in some form. We reco.gnise that 
index figures are not an infallible guide, and that there are 
many directions in which they might lead one astray. Especial 
cautio.n is necessary in using them for the PUl'Pose of com
paring the range of price levels in two or more countries 
over a partic:ular period, because the figures are neces
sarily co.mpiled in different ways in different countries. 
Moreover, it is usual, for purposes of comparison, to. refer them 
to the same basic year, and the year selected may not be equally 
suitable in all the cases concerned. For example, there may 
have been some local peculiarity in the circumstances of the basic 
year, or the character of production may have changed during 
the period in one or more of the countries. It may be said that 

• Throughout thia parh, when Buob expressions u U ~e h. Scl. rate,'~ "a b. 6d. 
ropee, II are uaed, the, muat be read with reference to our recommendation that 
tho rupee should be definitely linked to gold. The e"'prewone in qoeation are 
used merely 8& a convenient and familiar way of relerriog to the gold value of 
tho rupee. 
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the index figures are mora reliable in indicating the general trend 
of prices in each particular country than in oomparing the relative 
levels of prices in two or more conntries. 

It might have been expected that the statistica.l employment 
of the doctrine of purchasing power parity would have facilitated 
the task of determining the proper exchange ratio to be fixed. 
But quite apart from the imperfections of the Indian figures of 
prices, the employment of index numbers for such a purpose 
implics the important assumption that changes in the prices of 
goods entering international trade have been followed by similar 
changes in the prices of all other goods. A caveat has to be 
entered against the application of the theory of purchasing power 
parity to general price level as determined by figures like index 
numbers of wholesale prices or index numbers of retail prices 
and oost of living. The theory can in fact supply a very 
approximate guidance only, and its practica.l utility is of a 
strictly limited character. Moreover, in comparing the pr&
war and post-war price levels for the purposes of the theory, we 
have to allow for changes in tariffs and freights both at home and 
abroad and changes in the character of production, and these 
have been very important. 

179. In India there are special difficulties in the <way of com
piling a representative index figure owing on the one -hand to the 
great size of the country and the cost of inland transport, and 
on the other to defects in the statistics on which the compilation 
is based, defects which have been pointed out in the report of 
the recent Indian Economic Enquiry Committee. 

180. We desire to take this opportunity of recommending that 
a serious and sllstained attempt should be made to remedy these 
defects,and to lay the basis of sound economic deductions by the 
collection of accurate statistics, not only of prices, but also of 
wages, a subject which in India presents even greater difficulties. 

1'81. B~aring the above reservations in mind we proceed to 
examine the data available. We draw no conclusions from the 
general index numbers for all India, because these are more 
deeply affected by the defects indicated above than are the local 
indices of wholesale prices compiled at Calcutta and Bombay. 
Of the latter the Government of India prefer the Calcutta figures. 
They are more comprehensive, covering 71 items against 
Bombay 42. We shall deal with them first, bnt in the graphs 
refelTed to later we have combined the two sets of figures 
into. one. 

182. From December, 1922, to June, 1924, the gold 
exdlauge value of the t:Upee (as measured by the cross-rate, 
Calcutta-London-New York) remained fairly stable l"Onnd 1s. 3d. 
gold (the limits being about Is. 2id. and 18. 3ld.). During 
the same period the rupee prioe level, aa measured by the Cal-

59100 Ct 
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cutta* wholesale index figure, remained fairly steady round 176 
(the limits being 170 and 181). From July 1924 to January 
1925 the rupee rosesharply to the neighbourhood of Is. 6d. gold, 
and since the end of May 1925 it has been held within the Is. 6d. 
gold points. From July 1924 to June 1925 the rupee price 
level fell from 179 to 157, and has since then t varied between 
the limits of 163 and 153. 

183. Thus, treating the statistics in the most generalised way 
and disr~garding minor movements, it is observabltl that ;-

(i) During eighteen months, while the rupee was worth 
about Is. 3d. gold, the rupee price level ranged round a mean 
of about 176. 

(ii) In the succeeding year, while the rupee was rising 
to Is. 6d. gold, the rupee price level fell below 160. 

(iii) Since then, .while the rupee has remained, or been 
held, at about Is. 6d. gold, the rupee price level has ranged 
round a mean of about 158, with a recent tendency to fall 
in sympathy with world prices. 

The level of world gold prices, as indicated by the wholesale 
price index figures of the United States and the United 
Kingdom, was (in spite of intermediate fluctuations) approxi
mately the same at the beginning of period (i) and at the end of 
period (iii). 

It is natural to conclude that, during the period of change, 
there was a mutual adjustment of prices and exchange, and 
that a substantial equilibrium was attained about the middle 
of 1925 and has been since maintained. 

184. The nature and extent of the tendency towards adjust
ment may perhaps be more readily apprehended by means of a 
graphic representation. In the attached diagrams, in which an 
attempt has been made to exemplify general tendencies and 
minimise the effect of local variations, attention is directed to 
the comparative slopes and movements and not to the actual 
levels of the respective lines. The latter, as already pointed 
out, may be influenced by factors (e.g. the base year chosen 
for the compilation of index numbers) which are largely 
llTelevant for the present purpose, whereas the general trend 
of movement would remain the same whatever basis were chosen 
for the figures. 

185. In Figure 1 are shown two lines representing respectively 
the course of prices in India converted into gold prices on the 
basis of the current market rates of exchange, and the course 
of world prices in terms of gold. In the case of India the 
average between the Calcutta and Bombay figures of whole.ale 

• The trend of the Bombay index figure is aimilar. 
t The .tati.tics quoted iu this .ud the followin~ paragraphs are carried down 

to Marcb 1926, tb. I.teat month in respeot of which complete data .re,.t tb. 
lim. of writing, a .... l.bl •. 
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In 6gu'" 2, '" facili.., ... oomparison bo,,,,,,,,, \he slopoo of \he two .......... the 
pph of th. exchange ..uu. is in_led; .... , an npward slope represom'" a fall 
In exchange, and a down"on! slope a rise in exchaDga. 
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prices has been used, while the figure for world prices has been 
obtained by averaging the wholesale index numbers of the United 
States (Bureau of Labour) and the United Kingdom (Board of 
Trade) after correcting the latter for any variation of sterling 
from gold parity. In Figure 2 is shown the course of Indian 
prices in terms of rupees, i.e., actual prices in Calcutta and 
Bombay; together with this is plotted, for purposes of easy 
reference, the course of the gold exchange value of the rupee. 

lS6. It will be seen that in 1923 and the first half of 1924, 
when the exchange was fairly steady at about Is. 3d. gold, move
ments of world prices and of Indian rupee prices roughly 
corresponded, but from October 1924 to September 1925 
there was a rapid and violent downward movement of the rupee 
price level which was not the reflection of any similar movement 
in world prices. The line representing Indian prices in terms 
of gold, however, continued to follow approximately the same 
trend as world prices, thus indicating that the fall of rupee 
prices was due to the adjustment of these prices- to a new level 
of exchange. 

IS7. An inspection of the diagrams suggests some interesting 
inferences as to the nature, pace and extent of the inter-adjust
ments between prices and exchange during the period (from the 
middle of 1924 to the middle of 1925) when the rupee was rising 
from 15d. gold to ISd. gold. Although it was not until the end 
of that period that ISd. gold was definitely attained, it has to be 
remembered that the greater part of the rise took place in the 
first half of the period, i.e., during the last six months of 1924., 
During that half-year the rupee rose approximately from lod. 
gold to 17·6d. gold. World prices rose sharply from July 1924 
to February 1925 and then receded gradually; by June 1925 
they hlld come back to the level at which they stood in November 
1924. Rupee prices remained nearly stationary from July to 
October 1924, and then, as pointed out above, a rapid fall set 
in. The only reasonable 'explanation of these divergencies 
between the course of rupee prices and that of world prices is 
the concurrent rise in exchange. The effect on rupee prices 
of this rise in exchange was not fully apparent at the outset, 
owing no doubt to the usual lag in such adjustments; it was 
sufficient immediately to check the rise in rupee prices, but it 
took a few months to overcome the inertia of those prices and 
produce a decided fall. When once the fall had set in it 
continued with practically" equal rapidity throughout the 
first six months of 1925, although, as already observed, 
exchange at this period was rising at a much less rapid rate; 
in fact it only rose during these six months from 17·6d. 
gold to ISd. gold. The lag due to economic frict~on :was 
then exerting its influence in the opposit~ direction, 
that is, it was tending to keep prices fallmg at the 
same pace although the impetus which started the faIl had lost 
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much of its force. The conclusion seems almost irresistible 
that the marked fall in rupee prices in the first< half of 1925 
represented largely the tendency of those prices to adjust them
selves to the rise in exchllnge, the greater part of which had 
occurred in the preoeding half-yeat. This conclusion is 
stl'ikingly illustrated by the parallel course of the lines in 
Figure 2 and is borne out by the course of prices in recent 
months, when with II steady exchllnge both rupee and world 

, prices hllve been falling, practically in unison. The final curves 
in the diagrams suggest that the adjustment of internal prices 
in India to the 18. 6d. rate of exchange is practically complete 
and that the trend of rupee prices has again begun to correspond 
with that of world gold prices. 

ISS. This analysis appears to provide a conclusive answer to 
the main contention of those who doubt whether any substantial 
adjustment has yet taken place. That contention may be brolldly 
stated as follows: .. It was not till June 1925, that the rupee 
attained ISd. gold. Since that date rupee prioes have been 
practically stable in relation to world prices. Therefore adjust
ment has not taken plaoe and is still to come." The answer is 
that although the rupee did not definitely reach ISd. gold till 
June 1925, it had between July 1924 and January 1925 already 
trnversed more than SO per oent. of its upward journey from lSd. 
to 1Sd. gold; and that before June 1925 there had already taken 
place a heavy fall in rupee prices in relation to world prices, 
which may be regarded as the complement of the steep rise in 
exchange. 

189. A further indication of equilibrium between internal and 
external prices during the last twelve months is to be found in 
the steadiness of exchange. Exchange is the mechanism by which 
differences in these two price levels are IIdjusted, and by which 
they are, as it were, kept in gear. When exchange remains 
steady over a fairly long period it may ordinarily be inferred that 
there are no differences to be adjusted. It has been urged 
against this view that exchange has only been kept at 18. 6d. by 
Government manipUlation, but in fact the so-called Iqanipulation 
has been confined to an addition of 9 crores to the note circu
lation during therooent busy season and a withdrawal of 8 
Cfor6S at the end of it. Such an amount of expansion and con
traction is by no means excessive and is contemplated in the 
Indian Paper Currency Act lIS a normal seasonal variation. The 
fact that advantage has not been taken of the' oJfer made by the 
Government in April last to sell sterling at 18. St!. goes to show 
that the present volume of currency is adjusted to ,the lB.' 6d. 
ratio. 

190. It is relevant also to consider the course of India's 
foreign trade. which would naturally be alfected by any dis
equilibrium between internal and external prices. If the rupee 
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were either under-valued or over-valued internally in comparison 
with the external value, either exports or imports would be 
subjected to a handicap which we should expect to see reflected -
in adverse conditions in the general trade of the country. AIl a 
matter of fact, while there are individual trades which are 
passing through a period of adversity, the general trade of the 
country, taken as a whole, shows no signs of the imposition of 
such a handicap. • 

191. All the above considerations point to the same conclusion, 
viz., that after twelve months of the 18. 6d. rate of exchange, 
substantial adjustment of prices has been attained; and this 
conclusion is borne out by the experience of other countries 
which have recently stabilised their exchanges. 

Wages. 

192. ,We turn now to the question whether wages in India 
are in adjustment with the present level of prices and exchange. 
The material available is even less extensive and reliable 
than that relating to prices. But it may be inferred on general 
grounds that considerable progress has already been made in the 
process of adjustment. Prices are bound to react on wages 
sooner or later all the world over, and, although the effect may 
take longer to manifest itself in India than in countries where 
industry is more highly organised, the economic tendency none 
the less exerts its force in the same direction. In India a much 
larger percentage of wages is spent on foodstuffs than in 
western countries, and therefore there is a very necessary 
ultimate adjustment of wages to the price of food grains. This 
has been obscured for the time by the abrupt and belated rise of 
wages which the last decade has seen-a rise which was to some 
extent accelerated by factors not purely economic. 

Where exchange and prices have been steady over a con
siderable period, we should feel justified in assuming that wages 
were in adjustment unless there were any clear indications to the 
contrary. The statistics of foreign trade afford no such contrary 
indication, ,but rather strengthen the assumption. Agricul
ture, which is pre-eminently India's greatest industry, has 
suffered from the world-wide effect of the war, which has 
been to leave the prices of agricultural produce at a lower 
level in relation to manufactured articles. This effect is 
illustrated by the marked difference between the average 
rise since 1914 in the prices of the articles that India 

,exports, which are mostly agricultural, and the rise in 
the prices of imported articles, which are mostly manufactured. 
The rise has been considerably greater in the latter case than in 
the former, and this undoubtedly constitutes an economic 1088 to 
India. But it is 8 loss which she shares with all other 
agricultural countries nnd which ('annot be made good by any 
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monetary policy. In spite of this disadvantage such figures as 
are available (e.g., the index numbers of agricultural wages in 
rural areas compiled by the Labour Office, Bombay) indicate & 

general tendency to improvement in the wages of the 
labourer, and this tendency may be expected to facilitate adjust._ 
ment to falling prices, which indeed operate as a check to the 
rising tide of wages. A similar phenomenon has been observed 
in the case of Government services, where the increase in the 
value of the rupee to 1&. 6d. has enabled Government to refuse 
increase.' of pay which it might otherwise have been difficult 
to resist. 

193. On the whole we see no reason to believe that there is 
any general maladjustment in agricultural wages.' Neither have 
we been able to discover any such condition in the wages paid by 
manufacturing industries generally. The Jute mill industry of 
Bengal granted temporary increases of pay to its employes in 
the years when prices were abnormally high, but as' a result of 
the adjustment.· which have taken place the wages now paid in 
that industry are in line with to-day's price levels and cost 
of living. We found certain other important industries 
in a state of depression, notably the steel and cotton mill 
industries. The steel industry is suffering, not so much 
from high wages, as from the stress of foreign competi
tion, stimulated in some countries, e.g. Belgium, by 
depreciating exchanges. With regard to steel and other 
industries, it appears to us that relief, if relief is really required, 
cannot properly be obtained by manipulation of the currency. 
The c,otton mill industry of the Bombay Presidency has 
furnished us with detailed figures illustrating its difficulties. The 
chairman of the Bombay MiJlowners' Association told us that the 
present' index figure of wages of mill-hands is 231 (as compared 
with 100 in 1914). and that attempts to reduce wages have been 
frustrated by strikes. This, too, in spite of the fact that the 
Bombay index numbers of wholesale prices, retail food prices, 
and cost of living are only 150, 150, and 153 re.'Pectively. 
These figures indicate that either the pre-war rate of wage. WIIS 

too low or the present rate is excessive. The reduction of the 
exchange rate to Is. 4d., which the chairman of the Association 
and many other witnesses advocated, would at best provide a 
temporary alleviation only for so serious a maladjustment. 
The ultimate effect would merely be, by inflating the currency 
to the extent of 1~ per cent., to produc,e a concealed reduction 
in wages of an equivalent percentage. Even if this would 
secure the desired equilibrium, which seems highly improbable, 
we do not regard it lIS sound policy to use the currency lIS a 
lever t.o reduce real wages. Any adjustment of wages thus 
broul(ht about would be arbitrary in extent lIS well lIS temporary 
in character. Inflation is a dangerous expedient, which has 
often been advocated, and sometimes deliberately applied, in 
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other countries for similar purposes, but it has always been 
found to carry nothing but evils in its train. The prosperity 
of an industry depends on the soundness of its internal economy 
.and it& adaptability to changing conditions; and any basic 
.unsoundness in its economic conditions cannot be rectified by a 
mere change in the ratio of exchange. 

Effect on contTacts. 

194. In addition to prices and wages it is relevant to consider 
.how outstanding contracts will be affected by the rate at which 
it is proposed to stabilise exchange. It has been represented to 
us that land revenue and other long term contracts were settled 
-when exchange was at Is. 4~. It is true that many of the current 
land revejlue settlements were made during that period because 
generally speaking the normal term of these settlements is 30 
years; but in view of the great rise in prices since 1914 the real-' 
.incidence of land revenue, measured in terms of commodities, 
,has been very materially lightened, and we cannot regard a 
J.s. 6d. rate as constituting a hardship in this respect. 

195. With regard to other long term contracts, it must be 
remembered that the Indian exchange has been in a more or less 
unstable condition for the last 8 or 9 years. If regard is 
had to the gold exchange value of the rupee (computed, 
during the period of sterling depreciation, by a combinatbn 
of the rupee-sterling and dollar-sterling exchanges) it will 
be Been that the rate broke away from 18. 4d. gold in an 
upward direction in 1917 and continued to rise until February 
1920, when it touched 2s gold. It then fell away very rapidly 
to H!d. gold in August 1921, and from that time rose 
until, in June 1925, it reached 18. 6d. gold. It has since 
Temained at about that figure. During the whole of this period 
·01 8! years the rate has been at or about Is. 4d. for short 
periods only. and has certainly never remained long enough at 
that figure for conditions to have been able to be readj.lsted on 
the basis of the old rate. It cannot be contended that con-.~ 
-tracts and arrangements concluded prior to 1918, and still 
existent, bulk more largely in the economic life of the country 
-th,iD those concluded during the subsequent 8l years, during 
-which period the exchange has been in a state of flux. 

196. After the prolonged disturbances which have taken place, 
it is impossible to do absolute justice to the long-term debtor 
and creditor by fixing on any particular rate of exchange. In 
any case these long-term debts form only a small part of the 

f total coutracts outstanding. The great bulk of the contractual 
ol'iligationB incurred under modem conditions consists of short
-term contracts, and so far as these short-term contracts are 
-concerned, it is reasonable to suppose that they originated, for 
-the most part, when conditions were based on the 18. 6d. rate, 
'Or in any event after exc'hange had broken .away from 18. 4d. 
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We conclude therefore that from the point of view of contracts, 
as well as from that of prices and wages, the least disturbance 
will be caused, and the least injury will be done to all the interests 
concerned, by adhering to the de facto rate. 

Arguments for rev.ernon to 18. 4d. 

197. The only other rate which has been seriously advocated 
by many of our witnesses is Is. 411. This has been described to 
us as the .. natural" rate for the rupee, but we have not been 
able to ascertain exactly what is meant by that term. Fluctu&.- ,
tions in exchange are' produced by the mutual interaction of 
internal and external prices, and as the level of internal prices is 
determined mainly by the volume of internal currency, the only 
rate which can properly be regarded as natural is the figure a~ 
which these prices are in adjustment with the existing volume of 
currency and are also in equilibrium with external prices. From 
this point of view 18. 6d. appears to be clearly the" natural .. 
rate under present conditions. The term, however, appears to be 
loosely used to denote the rate which would result if no attempt 
were made either by statutory enactment or executive action to 
anchor the rupee at a particular point. If such a policy were 
adopted, there can be no doubt that in a country like India. 
where there are wide seasonal fluctuations of trade there would 
be similarly extenSive fluctuations in the rate of exchange' 
amidst which it would be impossible to distinguish any 
particular rate as .. natural." 

198. In this connection we have received criticisms of the 
action of Government in intervening in April 1926 to prevent a 
fall of exchange below 18. 5id., though no exception has becn 
taken to the earlier action of the .Government, in October 1925 
in intervening to prevent a rise in exchange above 18. 6fe-d. As a 
matter of fact if either of these tendencies was a natural one 
(i.e., the genuine reflection of trade conditions) it was the earlier 
tendency to rise above the 18. 6d. upper gold point. That is 
eyidenced by the fact that the rate was only kept down by large 
purchases of sterling and the accompanying expansion of the 
currency, whereas on the later occasion it haa been authoritatively 
stntl'd that the falling tendency was due not to any genuine trade 
factors but largely to speculation on the poesibility of a lower 
rate than 18. 6d. being recommended in our report. This 
statement is to some extent confirmed by the fact that the mere 
offer of reverse remittance at the 18. 6d. lower gold point, 
coupled with a contraction of the currency by an amount nearly 
NJuivalent to that which waa let out at the beginni.ng of the 
busy season, was sufficient to check the faU, and no reverse 
councils were actuaUy applied for. 

199. One of the arguments frequently urged against the re
tention of the Is. 6d. rate may be analysed as follows .. Granted 
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that the de facto rate has been in operation for a considerable 
time and that prices and other conditions may have become 
adjusted to it, nevertheless it is urged that the rate came into 
being through Government manipUlation of the currency, and 
it is suggested that s. rs.te so established can be disturbed with 
less harmful resuits than would follow from the disturbnnce of 
a rs.te which hs.s been produced by the interplay of 
purely commercis.l forces. This s.rgument has only to be 
thus cles.rly stated to be seen to be fallacious. If it were 
true that the Government of India, as currency s.uthority, 
were in error in pursuing s. policy which resulted in 
the holding of the rupee at 18. 6d., it would be justifiable to 
criticise such error, but it would still remain true ths.t, in choosing 
a tate for the fina.l stabilisation of the rupee, it is the facts of 
the present ths.t must be faced. When prices and other con-'J 
ditions s.re in s.djustment with those in the world at large on 
the basis of s.n existent exchange rate, the question of the 
means by which that rate came into existence has no bearing 
on the extent or violence of the economic disturbances which 
would result from s.n alteration in the rate. 

200. It hs.s been suggested in fs.vour of the 18. 4d. rate that 
it would reduce the tots.l demand for gold in connection with 

,the introduction of s. gold standard; and, further, that we have 
to envisage the possibility of a. failure of the monsoon requiring 
the utilisation of the gold and sterling reserves of Government 
to support exchange, and that the rate of 18. 4d. would be easier \ 
to maintain than 18. 6d. The first contention overlooks the fact 
that a reduction in the gold value of the monetary unit by 12t per 
cent. involves of necessity an increase of the circulation by a 
similar percentage. The amount of gold in reserve required to 
support the circulation would therefore be the same in either case. 
As regards the second suggestion, provided that the gold and 
gold securities reserves are sufficient to prevent their exhaustion 
before the necesss.ry contraction of the rupee circulation has 
been brought about, we see no ground for thinking that, with 
the establishment of a central currency and banking authority, 
with full power to make its credit policy effective, it will be 
more difficult to maintain exchange at 18. 6d. than at 18. 4d. 
TIre proviso is satisfied by the constitution of reserves recom
mended elsewhere. 

201. When once exchange hs.s been stabilised and prices and 
other conditions are fully adjusted to the rate chosen, it is of 
course true that the testing time for the mechanism that main
tains the exchange will come if and when there is a succession 
of bad monsoons. But that testing time will come equally 
whether the rate of stabilisation be Is, 6d. or Is. 4d. or any 
other rate; and the ability to meet it will depend, not on the 
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figure at which exchange is fixed, but, as indicated above, on 
the maintenance, and proper utilisation, of adequate gold 
reserves. 

202. It has been suggested that competition from foreign 
countries with depreciated or depreciating currencies, such as 
France and Belgium, could be met by lowering the Indian 
exchange to 18. 4d. When onoe these currencies have been 
stabilised, the adoption by India of a ratio of lB. 4d. rather 
than 18. 6d. would not leave her in any better position to meet 
such competition. During the transition period, when the 
foreign currencies are unstable, the remedy, if any, must 
rather be sought elsewhere than in the manipulation of her 
currency policy. If it should happen that a.ny of the .other 
countries concerned a.void stabilisation, and allow their curren-' 
cies to depreciate continuously, it will scarcely be suggested that 
India should enter on a course of competitive inflation in order 
to keep pace with them. 

203. The rate of 18. 4d. has also been supported on the ground 
that the recent abnormal abs_Qtptj.~~of gold by India has been 
due to the cheapness of gold brought about by the rise in 
exchange, and that there will be a wholesome check to this 
absorption if the rupee price of gold is raised by lowering the gold 
value of the monetary unit. It was stated in evidence before 
us, by a. leading bullion broker, that whatever the rate of 
exchange, India must buy, ha~ bought, and will continue to 
buy gold; and that she can never be saturated with gold, and 
will only stop buying it when her production falls off through 
famine or other causes. It is true that gold ha.s in reoent 
times been relatively chea.p compared with other r..ommodities, 
but it is evident that, since a. change in the gold value of the 
rupee must involve a. corresponding cho.nge in the rupee prioes 
of commodities, the mere lowering of the ratio of the rupee 
cannot result in more than a temporary alteration in the rela
tive cheapness of gold and general commoditiee. The sugges
tion that India's appetite for gold can be cured by a lowering 
of the exchange is indeed based on an imperfect apprehension 
of her economic circumstances. The only sure way to 
eradicate this wasteful habit is to stabilise the currency, 
establish. confidence in ita stability, educate people in the habit 
of investment, and extend banking facilities. 

204. Another argument advanced in support of a reversion to 
the pre-war rate is that there is likely to be a. fall of world gold 
prices in ~he near future, a.nd that the fixa.tion of excha.nge a$ 
Is. 6d. wI!1 aceentuate the fall in India, a.nd ma.ke it specially 
embarrnssmg. as was the rapid fall which took pla.ce in 1920, 
when the ill-fated o.ttempt to stabilise Indian exchan!!tl o.t 2s. 
was made. The economic conditions of to-day are very" differen$ 
from those prevailing in 1920. The fall in prices that occurred 
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iu that year was quite abnormal both in rapidity and in c>.tent. 
It was an aftermath of a world-wide upheaval, a reaction from 
the enormous expansion of credit that took place during the war. 
It would be imprudent to base a currency policy on the supposi
tion that such conditions are likely to recnr, becallse a· second 
upheaval of the kind would overwhelm almost all currency 
systems in a common ruin. If we aim at stability we must assume v 
that the period of catastrophic disturbance is over and that future 
movements of prices will proceed on more normal lines. If the 
world's gold production in the future should fail to keep pace 
with the demand, a period of falling prices would probably set 
in, but, judging from past experience, the price movement due 
to such a cause would be slow and gradual, and should not 
prove a menace to the stability of the rupee. India might no 
doubt suffer, with the rest of the world, from a long period of 
trade depression, but that is a risk which she cannot escape 
if she adopts, and adheres to, a gold standard. Moreover, it is 
a risk to which she will be equally subject whether she stabilises 
her exchange at Is. 6d. or at Is. 4d. 

205. Broadly speaking, the arguments which have been 
brought forward to prove that a reversion to Is. 4d. would be 
beneficial, merely ·show that, during a period of adjustment of 
conditions to that rate, certain sections of the community (e.g., 
debtors, exporters, and employers of labour) would be benefited 
at the expense of certain other sections (e.g. creditors, importers, 
and wage-earners); they do not show that there would be any 
substantial permanent benefit even to any section at the expense 
of another, still less to the country as a whole. 

Economic effects of a reoersion to 18. 4d. 

206. On the other hand, the change would produce a 
profound disturbance in economic conditions throughout 
India. Even if our view that prices and wages have 
been substantially adjusted to the 18. 6d. rate is challenged, 
it cannot be seriously contended that they are in any 
way adjusted to a rate of 18. 4d. As we have already 
pointed out, it is more than 8 vears since that rate was 
in stable operation, and, in view of the wide fluctuations tbat 
took place between 1917 and 1925, it seems clear that the only 
rate to which there can be any degree of adjustment is Is. 6d. 
In so far as this adjnstment has taken place-and we bave given 
our reasons for believing that it is practically complete-a reduc
tion of the rate of exchange to 18. 4d. would prod nee a general 
rise of prices of 12i per cent., a change which would be severely .
felt by consumers generally and especially by tbe poorer paid 
members of the literate classes. The adoption of a Is. 4d. rate 
would result in an arbitrary reduction of the real wages of labour; 
nnd for the infliction of such a hardship we can see no justifica-
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tion in equity or in expediency, in the interests of the classes 
directly affected, or of the community as a whole. 

The effect of the change on foreign trade would be immediate 
and for a time convulsive. No one acquainted with the practical 
working of the exchange market can suppose that, once a policy 
()f reversion to a lower rate had been announced, there would 
result merely a gradual and steady decline to that rate. There 
is always a considerable amount of latent demand for remittance 
to England, and, if the decision to adopt a lower rate were 
announced, remitters would at once endeavour to obtain the 
best price for rupees which they could, get until the rate 
announced were reached. The tide would then tum the other 
way and there would be a very large demand for rupees at the 
new rate. This would have to be met by an offer to buy exchange 
without limit at the gold import point, thereby making additions 
to currency. This might possibly lead to a series of violent 
fluctuations before exchange settled down at the new lower rate. 
Whether such fluctuations took place or not, the sudden fall in 
-exchange might easily create a boom which would be followed 
later by a slump. 

Effect on public finances. 
207. Some evidence has been put before us as to the effect 

which would be produced on the Government finances by a 
.reversion to 18. 4d. We do not regard this as a decisive factor; 
but we cannot ignore the fact that a reversion to Is. 4d. would 
inevitably lead to increases in both Centr&i and Provincial, 
taxation and would probably also result in a postponement of 
further remissions of the Provincial contributions to Central 
revenues, and a setback to the development of nation-building 
projects in the Provinces. 

208. As to the finances of the Government of India, the Budget 
is now based on an exchange rate of 18. 6d. to the rupee. If 
exchange were lowered to 18. 4d. it would no douht be possible 
ultimately to make adjustments (including the grading-up of 
taxation in accordance with the decreased value of the rupee) 
which would enable the Government to meet its liabilities with
out auy increase in the real burden of taxation. N ever
theless, the immediate effect on the Budget would he 
considerable. The financial authorities in India have estimated 
that, on the basis of the 1925-26 Budget, the net sterling 
expenditure of the Government of India would be at once in
creased by about three crores per annum. There would be a 
similar immediate increase in the railway expenditure. Although 
railway finances have been separated from general finances, the 
effec~ of a lowering of the exchange rate would be to require 
either an increase in rat.es and fares or a revision of the 
terms of the Railway Contribution; so that the whole or part (Of 
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this further increase might well become a charge on the 
general budget. There would be some extra expenditure on stores 
purchased in India, and some readjustment might have to be 
made in salaries of Government servants who would be affected 
by the ,increased cost of living. Some portion of the increased 
expendItnre would no doubt be met from the increase in Customs 
revenue from such articles as are assessed on an ad valorem basis. 
This on a rough calculation, making some allowance for 
decrease in the volume of imports, would not exceed 2 crores. 
No estimate can be framed of any increased yield which might 
eventually be had from Taxes on Income. What is clear is 
that the immediate loss from the standpoint of public finance 
would be considerable and would require to be made up by 
increases in taxation, if the Budget were. to be balanced, and 
by still further increases, if further reductions in the Provincial 
contributions or in existing forms of taxation were to be made. 

209. A significant circumstance is the recent successful issue 
by the Government of India of a long term loan of Rs. 25 crores 
at 4 per cent. at a price of Rs. 88 per cent. That it is possible 
for India to borrow at a rate which compares favourably with 
the rate at which the most advanced. countries can borrow at 
present is a matter of congratulation, and shows how high the 
financial credit of India stands. This improved position is 
based on the balancing of the Indian budget. A reversion to 
the Is. 4d. ratio, by the very adverse effect which it would 
have on the budgetary equilibrium. would necessarily impair 
the credit of India as regards borrowing. 

210. The effect on Provincial finances of lowering the rate to 
Is. 4d. has· been well described as follows by the Government of 
Madras ;-

•• Any policy adopted as a result of the recommendations of 
the Royal Commission may vitally affect the Government of 
Madras as a Local Government. The alteration in the level of 
prices which resulted from the war subjected their finances to a 
strain from which they have not yet fully recovered. The 
necessity for a revision of salaries was becoming evident even 
before the outbreak of the war, and during its course cases in 
which relief was most urgently called for were met by a series 
of expedients which were purely temporary in character. On 
the conclusion of the war a comprehensive measure of revision 
had to be undertaken, and the burdens thus imposed on the 
revennes of the Presidency were so great as to neutralise any 
benefit it received from the financial settlement in col;IDection 
with the Reforms. The full liabilities which this revision of 
salaries imposed have not even now been liquidated. and only 
the fact that the considerable measure of stability in prices which 
has prevailed of late has rendered any further general measure 
of revision unnecessary has enabled the Madras C'TOvernment to 



RlIPOBT. 83 

meet the annual increase in its establishment and pension 
charges. If, as a result of changes in currency policy, a further 
rise in prices were to render a revision of salaries again necessary, 
the revenues of the Local Government would become inadequate 
to the strain, and the levying of additional taxation for improving 
the salaries of Government servants at the cost of the taxpayer, 
who would himself be affected by the rise in prices, would cause 
vo.idespread discontent. This would be accompanied by a new 
period of readjustment of agricultural and industrial wages with 
all the dMlgers and unsettlement which that involves. The 
Madras Government trust, therefore, that theoretical arguments 
will not be allowed to obscure a practical issue to which they 
attach great .importance." 

Miscellaneous consideTations. 

211. We have referred in an earlier part of our Report to the 
difficulty of keeping the silver rupee in circulation if the price of 
silver were to rise above the melting point of the coin. With 
the rupee at Is. 4d. the melting point would be reached if the 
price rose to approximately 43d. per standard ounce in London: 
with a Is. 6d. rate the melting point would be at about 48d. per 
ounce. From the evidence that· we have received as to the 
present state and future prospects of the silver market, it seems 
improbable that either of these levels will be reached for many 
y~ijrs; but, as we have observed in paragmph 46, the future of t.he 
market is shrouded in obscurity, and in framing our proposals 
for reform of the currency system, we have deemed it prudent to 
envisage the possibility of a material rise in the price of silver 
at some future time. If such a rise should take place, it is 
obvious that a 18. 6d. rate of exchange will provide a wider 
margin of safety than Is. 4d., and though an insurance of this 
kind will not, in view of our recommendation as to the statua 

. of the note, be any longer a decisive consideration, it constitutes 
an advantage on the side of the Is. 6d. rate. 

212. There is one minor respect in which an advantage 
is claimed for the 18. 4d. rate. At that rate of exchange 
the sovereign is equivalent to precisely 15 rupees, whereas 
at Is. 6d. the value of the sovereign in Indian currency 
is B.s. 13 as. 5 ps. 4, a sum which would be very inconvenient 
if the sovereign were to circulate as money. This objection, 
however, will lose much of its force if the legal tender character 
of the sovereign is removed, and it will hold good only in regard 
to accounting. where the Is. Gd. rate will involve a recurring 
decimal in the conversion of pounds into rupees. Even this 
objection is not as strong as it appears at first sight. because a 
crore of rupees will be exactly three-quarters of a million pounds. 
We have been told by Government witnesses that for their 
Qecounting purpo.._ 18. 6d. is 'not at all inconvenient. The 
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same is true in respect of commercial transa,ctions. On the 
whole, therefore, the balance of convenience from the point 
of view of accounts seems to be about equal. 

Conclusion. 

213. The combined weight of all the above arguments leaves 
no doubt in our minds as to the right course. It brings us 
to the conclusion, as already indicated, that the rupee should be 
stabilised in relation to gold at the existing rate of 18. 6d. The 
opportunity for reversion to the historic rate of 18. 4d., if it ever 
existed, is gone; and the best interests of India as a 
whole now require that stability should be achieved without 
producing those disturbances which would be the inevitable 
consequence of adopting any rate but that which is current. 

V.-MISCELLANEOUS RECOMMENDATIONS. 

Means to promote banking development. 

214. Reference has already been made to the importance of 
developing banking and investment facilities, and of finding 
means to encourage the peopre of India to divert their savings 
to profitable channels of investment. It does not fall within our 
terms of reference to suggest in detail all the measures which 
may be taken to this end. But, since the smooth working of a 
system of currency. cannot but be impeded by the existence of 
large stores of currency in hoards, it is proper for us to urge, and 
we do urge emphatically, that nothing should be left undone 
which will tend to facilitate and encourage banking progress in 
India. 

215. We are impressed by the great and growing activities of 
the Imperial Bank in the direction of the extension of up-country 
banking. We note with interest the recommendations on the 
subject of extension of banking facilities which have been made 
by the External Capital Committee. We should welcome any 
steps which can be taken in the direction of making an 
extensive and scientific survey of banking conditions in India. 
In any scheme of banking reform that may be planned, we 
trust that due emphasis will be laid on the provision and 
extension of cheap facilities to the public, including banks and 
bankers, for internal remittance. 

216. Of the other measures which are understood to be under 
consideration, one which appears to us likely to b~ particularly 
fruitful is the abolition of the present stamp duty on 
cheques. This charge is undoubtedly an obstacle in the 
way of the development of banking in the country.. It 
probably tends to restrain many people from opemng 
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current .accounts and so making payment by cheque instead 
of cash. A similar duty was at one time in force in the United 
States of America. It was found to be an unsatisfactory restraint 
upon the use of cheques and upon economy in the use of currency, 
and was abandoned. The abolition of the duty in India would 
hold out some prospect of a ready and wide adoption in the 
bazaars of cheques as a means of payment. This would be an 
appreciable step forward in the development of banking, and 
might well prove an important factor in bringing about a pro
found and still more widespread change in the economic habits 
of the masses. 

Improvement of statistical. material. 

217. We have already taken occasion to remark on the absence 
of reliable and scientifically constructed statistics of prices and 
wages, and to recommend that these should be improved. The 
po"session and utilisation of a reliable and reasonably complete 
body of statistical data is an essential of a sound currency system, 
and this is especially the case in a country like India where 
conditions ,·,ny so grea.tly in different parts of the country. 
It would be regrettable if the Reserve Bank should, at its 
inception, be handicapped by the absence of such an important 
aid to its I~ctivities as would be furnished by a full body of 
statistics. 

VI.-PROCEEDINGS OF THE COMMISSION. 

218. We first assembled at Delhi on the 23rd November, 1925, 
and we took evidence theN, at Bombay and at Calcutta. We 
held in India 50 meetings and orally examined 46 witnesses. 
Amongst these were the representa.tives of 9 Chambers of Com
merce. We concluded our sittings in India on the 8th January, 
1926, and'renssembled in London on the 1st March, where we 
heard evidence until the 12th May. We held in London over 50 
meetings and orally examined 17 witnesses. 

219. \Ve wish to record our high appreciation of the ready 
assistance and helpful OO-0peNtion which we have received from 
all witnesses in India and in England, mauy of whom attended 
at considerable inconvenience to themselves. To the eminent 
foreign experts who have assisted us we express our particular 
thanks. We were fortunate in being able to hear, in London, 
distinguished authorities from the United States, who came over 
expressly to assist us, and we have rt'Cei.ved written evidence 
from others. To them our special. thanks are due. 

220. The record of oral evidence, a number of written state
ments of evidence, and other relevant documents, are issued 
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separately. The number of written statements of. evidence 
received wab over 135. Considerations of convenience and 
economy have precluded the inclusion in the published volumes 
of the whole of this material. 

VrI.-SUMMARY OF RECOMMENDATIONS. 

221.-(i) The ordinary medium of circulation should remain 
the currency note and the silver rupee, and the stability of the 
currency in terms of gold should be secured by making the 
currency directly convertible into gold, but gold should not circu
late as money. (Paragraph 54.) 

(ii) The necessity of unity of policy in the control of currency 
and credit for the achievement of monetary stability involves 
the establishment of a Central Banking system. (Paragraphs 
83-85.) 

(iii) The Central Banking functions should be entrusted to 
a new organisation, referred to as the Reserve Bank. 
(Paragraphs 89, 90.) 

(iv) Detailed recommendations are made as to the constitution 
(paragraphs 91-102) and functions and capacities of the Bank. 
(Paragraphs 139-164.) 

(v) The outlines of a proposed charter are recommended to 
give effect to the recommendations which concern the Re.erve 
Bank. (Paragraphs 139-164.) 

(vi) Subject to the payment of limited dividends and the 
building up of suitable reserve funds, the balance of the profits 
of the Reserve Bank should be paid over to the Government. 
(Paragraphs 99, 100.) 

(vii) The Bank should be given the sole right of note issue for 
a period of (say) 25 years. Not later than five years from the 
date of the charter becoming operative, Government notes should 
cease to be legal tender except at Government Treasuries. 
(Paragraph 141.) 

(viii) The notes of the Bank should be full legal tender, and 
should be guaranteed by Government. The form and material 
of the note should be subject to .the approval of the Governor
General in Council. A suggestion is made as to the form of the 
note. (Paragraphs 138, 149, 155.) 

(ix) An obligation should be imposed by statute on the Bank 
to buy and sell gold without limit at rates determined with 
reference to a fixed gold parity of the rupee but in quantities of 
not leSll than 400 fine ounces, no limitation being imposed as to 
the purpose for which the gold is required. (Paragraphs 59-61, 
150, 151.) 

(x) The conditions which are to govern the sale of gold by the 
Bank should be so framed as to free it in normal circumstances 
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from the task of supplying gold for non-monetary purposes, 
The method by wqich this may be secured is suggested. (Para-_ 
graphs 64, 150.) 

(xi) The legal tender quality of the sovereign and the half
sovereign should be removed. (Paragraphs 65, 66.) 

(xii) Government should offer .. on tap" savings certificates 
redeemable in 8 or 5 years in legal tender money or gold at the 
option of the holder. (Paragraphs 67, 68.) 

(xiii) The paper cunency should cease to be convertible by 
law into silver coin. It should, however" be the duty of the 
Bank to maintain the free interchangeability of the different 
forms of legal tender cUl'rency, and of the Government to supply 
coin to the Bank on demand. (Paragraphs 69-71, 152.) 

(xiv) One-rupee notes should be re-introduced and should be 
full legal tender. (Paragraph 72.) 

(xv) Notes other than the one-rupee note should be legally 
convertible into legal tender money, i.e., into notes of smaller 
denominations or silver rupees at the option of the currency 
authority. (Paragraph 73.) 

(xvi) No change should be made in the legal tender character 
of the silver rupee. (Paragraph 74.) 

(xvii) The Paper Currency and Gold Standard Reserves 
should be amalgamated, and the proportions and composition of 
the combined Reserve should be fixed by statute (Paragraphs 
75-77.) 

(xviii) The proportional reserve system should be adopted. 
Gold and gold securities should form not less than 40 per cent. 
of the Reserve, subject to a possible temporary reduction, with 
the consent of Government, on payment of a tax. The currency 
authority should strive to work to a reserve ratio of 50 to 60 per 
cent. The gold holding should be raised to 20 per cent. of the 
Reserve as soon as possible and to 25 per cent. within 10 years. 
During this period no favourable opportunity of fortifying the 
gold holding in the Reserve should be allowed to escape. 
Of the gold holding at least one-half should be held in India. 
(Paragraphs 78, 79. 131. 132. 158.) 

(xix) The silver holding in the Reserve should be very sub
stantially reduced during a transitional period of 10 years. 
(Paragraphs 80. 138-136. 145.) 

(xx) The balance of the R$6rve should be held in self
liquidating trade bills and Government of India securities. The 
.. created" securities should be replaced by marketable 
securities within ten years. (Paragraphs 81. 116. 136. 145.) 

(xxi) A figure of B.s. 50 crores has been fixed as the liability • 
ill respect of the contractibility of the rupee circulation. Recom
mell<lntions are made to secure that an amount equal to one-fifth 
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gold coin is demonetised in fact. In Great Britain, for instance, 
although there is gold coin of legal tender there is no means by 
which it can be obtained as of right. The only gold which can be 
obtained as of right is gold in bars, which are not currency .. Thus 
gold coin cannot pass into circulation. This is an essential feature 
of the gold bullion standard to secure the automatic expansion and 
contraction of currency. 

226. It is suggested in that part of the dissenting note which 
deals with a Central Bank for India that no serious curtailment of 
the Imperial Bank's commercial banking activities need be feared 
if it were entrusted with the functions of a Central Bank. It is 
the unanimous opinion of the Commission that if the sole right of 
note issue were to be entrusted to the Imperial Bank its charter 
would have to be amended to conform precisely to the conditions 
Which we recommend. A perusal of these and in particular of 
the business the Bank may and may not do (see Schedule II) 
sufficiently demonstrates that the limitations put upon its business 
would prevent it from transacting the every day commercial bank
ing business of the country or from entering into competition with 
the commercial banks in any general sense. We cannot therefore 
associate ourselves with the view that no serious curtailment of the 
Imperial Bank's commercial banking activities need be appre
hended if it were limited to the business which can properly be 
transacted by a Central Bank. Such a limitation of its functions 
would, as we have said, deprive India of an indispensable com
ponent of its banking organisation and would leave a. gap which 
could not be filled for many years by the growth of other 
indigenous institutions. Neither do we concur in the view that 
the establishment of an entirely new Central Bank will either lead 
to competition between it and the Imperial Bank or leave the 
Central Bank without sufficient scope for the employment of its 
funds. The charter which we recommend will obviate the first 
objection, while the experience of newly established Central Banks 
in other countries does not support the second objection. 

227. As to that part of the note of dissent in which a reversion 
to a Is. 4&. rate of exchange is advocated, there is no argument 
therein advanced which did not receive our most careful considera
tion before we arrived at our conclusions. The case appears to us 
to be fully dealt with in the relevant section of the Report. As to 
that portion of our colleague's argument which is based upon 
figures and statistics it will be understood that the accuracy and 
the completeness of the figures have not the authority of the Com
mission. We do not agree either with the discrimination which 
has lIeen exercised in their choice, or with the inferences and 
deductions which have been based thereon. 
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The whole note contains many statements and inferences with 
which we have not thought it necessary or even relevant to deal. 
but which we in no way accept. 

G.H.BAXTER 
A.AYANGAR 

E. HILTON YOUNG (Chairman). 

R. N. MOOKERJEE. 

NORCOT WARREN. 

R. A. MANT. 

M.B. DADABHOY. 

HENRY STRAKOSCH. 

ALEX. R. MURRAY. 

PURSHOTAMDAS THAKURDAS.· 

J. C. COYAJEE. 

W. E. PRESTON. 

S ecretariea. 

Dated the 1st day of July, 1926 . 

• Subject to tbe Minute of Di ..... t .t""'bed b .... to. 
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ANNEXE. 

SUMMARY OJ' THB SCHRMB POR A GOLD CURRENCY BEJ'BRRBD TO IN 
P ARA.GRAPH 33 OlP THB REPORT. 

The scheme, which was placed before the Commission in evidence by 
the officials of the Finance Department of 'the Government of India, and 
which is set ont in detail in Appendices 6 to 7 (Vol. II of Appendic.s), 
'assumes the transfer of the management of the paper currency, and the 
conduct of the Gl'l-ernment's remittance, to the Imperial Bank of India. 
The estimates and Inferences are those of the authors of th~ scheme, and 
not of the Commission. Rupees are converted at lB. 6d. 

The eventual position would be:-
(a) Gold coin and bank notes to be unlimited legal tender, and 

silver rupe .. up to Rs.60 only. 
(b) A statutory obligation on 'Government to give gold coin in 

exchange for gold bullion. 
(0) A statut<lry obligation on the Bank to buy gold. 
(<I) Bank notes to be payable on demand in gold coin. 
(e) Omstitution of the new Reserve to be:-

(i) Gold holding to be not Ie .. than 30 per cent., subject to 
reduction on payment of a tax. 

(ii) Gold securities or sterling trade bills to be not less than 
20 per cent. 

(iii) Remaining investments to be Government of India. 
securities (not more than 90 crores) and internal trade bills. 

(f) The Bank to undertake to keep the Secretary of State supplied 
wi.th fundI' to meet the sterling (';harges of Government. 

The rupee cannot be limited as legal tender until an opportunity 
has been given for holders of rupees to convert them into gold. The 
magnitude of this liability is indeterminate, but it is assumed that 
R.-;.110 crores might be presented for conversion by the public. It. 
would not be practicable to provide for the immediate conversion of 
such an amount j the following stages are accordingly suggested:-

(i) A statutory obligation on Government to sell gold bullion 
(in 400 oz. bars) at par, and to buy gold bullion at par I ... 
seignorage . 

. (ii) As soon as sufficient gold is available, a gold coin should 
be put into circulation, and offered as freely as resources permit, 
but without any definite obligation. (During these earlier stages 
it might be neces.ary to increase the supply of gold by external 
borrowing.) 

(iii) After, say, five years, the liability to give gold coin in 
exchange for notes or rupees, and also for gold bullion on pay
ment of seignorage, should be imposed. 

(iv) After a further (say) five years the silver rupee should be 
made legal tender for SUJD8 up to a small fixed amount only (say, 
Rs.60). 

During the transition period, it is assumed that the total of gold and 
gold securities in 'Lhe &serve may be allowed to fall as low as 30 per cent. 

Th" Government would have for disposal some 200 crores of silver 
rupees (110 crores presented for conversion, plw about 90 already in the 
Reserve). This quantity represents about 687 million fine OM. of silver, 
Le., nearly three times the world's annual production. It would be 
necessary to spread the sales over a fairly long period. It is assumed, in 
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estimating the cost of the Bcheme, that they might be spread evenly over 
a period of ten years. The average price obtained may be expected to be 
not less than 24d. per standard ounce. 

The amount of gold required (on the basis of a note issue of 189t orores) 
for introducing the scheme in aU its stages would be: ns.27·2 crores 
additional for the Reserve, pl1u Rs.110 oror .. for the conversion of 
rupe .. ; total, n.s.187·2 erores, or £108 millions. 

It may be a .. umed that aulfUt £15 millions of gold would be required 
at the time of initiation of stage (i), a further £85 millions within a year, 
and the remaining £53 millions over a period of 10 years. 

The oost of tbe scheme is .. timatsd by its authors at about Ro.11 
ororeB per annum during the first five years &Dd thereafter from two-thirds 
of a orore to 1·12 erore 

SCHEDULE I. 

(PAB.t.ORAPK 64 O. RUPORT). 

NOTa ON THB MBTBOD 01' OoKPUTING TUB BUYING AND SBLLING RATBB 
J'OB GoLD. 

1. The circumstances in which gold flows out of and into a Central 
Bank, for purely monetary reasons, in a country which has adopted the 
gold bllilion standard are as follows:-

Gold will be withdrawn from the Central Bank only when the rate 
of exohange between the domestic oQurrenoy and the currency of 
another gold standard oountry has reaohed a point at which it becomes 
profitable to individuaIa to ship it to the other country, seU it there 
to the currenoy authority at ita atatutory price and employ the 
proceeds for obtaining their domestio currency. On the other hand, 
gold will be sold to the Central Bank only when the rat. of exchange 
between the domestio currency and the foreign currency has reached 
a point at which it booomes profitable to individuaIa to convert it 
into the foreign ourrency, to buy with it, from the foreign currency 
'authority, gold at the statutory price, ship the gold to their own 
country, and there present it to the Central Bank for reconversion 
into the domaatio ourrenoy. Th .. e oonditiona will he reach.d when 
the dom-estic oUl'reno," varies from its par value by an amount equal 
to the coat of shipping it to or from tho foreign gold centre. 

2. This may conveniently be expreesed aa foUows, using illustratively 
the particular caae of rup ... and starling :-. 

L.t 0: denote the number of rupaest required to buy in Bombay a 
telegraphio transfer on London for the aterling equivalent of one 
tola of fine gold. 

Let p denote, in rup ... per tola of fine gold, the gold par value 
laid down for the rupee. 

Let .. denote in rupees the coat (including packing, freight, 
ill6urnnoe) and loss of interest in transit) of shipping one tola of fine 
gold from London to Bombay. 

"For the purpose of tIli. genoralioed atatement, the omall difference 
between the Banll: of England'. buying and aelling prioee for gold may 
b. ignored. 

ti .•.• the rate of exchanga, here u.preaaed in a 8Ome.hat .Dfamiliar 
manner in order to relata aU the expl'OlSSi.oDB to .. gi ...... weigM of nne 
f,Nd. 
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Then gold will be withdrawn from the Central Bank, and shipped 
abroad, when 

z is greater than (p + n); 

and gold will be imported, and sold to the Central Bank, when 
:c is Ie .. than (p - n). 

When z lies betwen (p + n) and (p - n), i.e., ... hen the rate of 
exchange lies between the "gold poillts, IJ it is not profitable for 
individuals, "lOT purely f1UJnetaT'II purposes, to withdraw gold from 
the Bank or to import and sell it to the Bank. 

3. It canndt be a.ssumed that, in the case of India, gold move
ments can be confined to those for purely monetary purposes; unless, 
therefore, the Central Bank is relieved of the necessity of supplying gold 
within the two gold points of the exchange, it would be exposed to a 
constant drain upon its gold reserves for purposes other than those for 
which they are held. The gold Bnd gold security reserves of a Central 
Note-Issuing Bank serve the purpose of rectifying a temporary dis-
equilibrium in the balance of foreign payments. They are held to enable 
external obligations to be discharged pending an adjustment being 
achieved (by an appropriate credit policy) of the value of the currency 
to its parity with gold. The reserves exist to assure the maintenance 
at parity with gold of the purchasing power of the monetary unit, Le., 
to meet purely monetary needs. It is evident that, if they can be drawn 
upon in the ordinary course to satisfy non-monetary purposes to anything 
but a minor extent, the Bank's primary task, viz., to maintain th, 
external value of the currency, will be jeopardised. To avoid hanna, 
its gold reserves depleted in these circumstances, and to replenish 
them when a drain occurs, the Bank has at its command but one weapon, 
that is credit. control. It would have to follow a more or less per. 
manent policy of 80 restricting the monetary circulation by a contraction 
of credit as to cause the rupee to appreciate beyond the upper gold point 
of the exchange. That is the only way in which gold oan be attracted 
from abroad to make good the loss of reserves due to an internal drain. 
It is obvious that such a state of things woUtld have highly injurious 
reactions on the internal economy of India, and should consequently be 
avoided. 

4. London is undoubtedly the most convenient gold centre for India. 
Not only is the currency of Great Britain freely convertible into gold 
at statutory prices and exportable in that form, but there is also aD 
extensive bullion market. London is India's clearing house for her 
foreign commercial and financial transactions, and the available meaDS 
of communication. are such 88 to &ssure the movement of gold to and 
from India to be less subject to uncertainties than would be the case if 
aoy other of the great gold centres were chosen. 

In what follows it has therefore been assumed that London will be 
treated as the gold centre in relation to which the appropriate buying 
and selling rates for India will be calculated. 

5. It is required so to frame the Bank's obligation to sell gold 88 to 
make it unprofitable for gold to be bought from it except in circum
stances in which it would be profitable to do 80 for purely monetary 
purposes. 

6. Reverting to the symbols employed in paragraph 2 above, the rupee 
equivalent of the prioe of gold in the gold centre (London) is '" rupeea per 
tola. So that, when ~ == p + n (Le. the exchange is just within the gold 
points), the price of gold in London = (p + n) rupees per tola. The 
cost of shipping being n rupees per tola, the cost of laying dOWii :n 
Bombay gold from London will then be (p + 211) rupee. per tola. It 
follows, that the loweat rate at which the Central Bank can .. fely sell 
gold, when exchange is within the gold pointe, is (p + 2n) rupees per 
tola, for delivery in Bombay, or (p + n) rupees pel' tola. for delivery in 
London. . 
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7. Value of fl.-The following table gives the various elements that 
enter into the value of ft., taking Lo~don as the foreign centre. (For 
purposes of comparison the corresponding figures for two other centres 
are also given.) 

Freight ••• 
Insuranoe ... 
PllCking, eta. 
Mint oba.rge. 
Bank ahargel 

Total tranllport oha.rge.... . .. 
Interellt at 6 per cent. for period 

of trauait, 21 daye between 
London or Durban ed 
Bombay and 8& day. between 
New York and Bombay. 

I 
}'rom Loudun u 
Bank of England 

or to London (Ba.nk 
o-t England). 

J;'er cent. 
8. d. 

16 0 
2 8 
o 8 

11 8 
6 9 

From South 
Africa ez 
Durha.n. 

Fer oent. 
R. d. 

12 6 
1 B 
o B 

14 0 
6 9 

From New 
York I".:C Mint. 

Pel'Ot:ut. 
8. d. 

. 10 0 
8 2·6 

1 1·6 
o 6 

1411 
9 7 

The cost of tranaport, eto., expressed as a percentage of the cost of 
gold at the foreign centre, and taking London as the "foreign oentre, is 
thus 238. 3d. per oent. = 1·1625 per oent. 

8. Buuiflg rate for aold.-
1 lola ot fine gold = 

480 grains of fino gold = 
1 OL of fin. gold 

lL6d. 

... 1 tola of fino gold 

180 grains of fino gold. 
1 0" of fino gold. 
841. 11·'5.1. (price per fine 00. oorreoponding 

10 Bank of England's .. lling price of 
n •. 10·M. per standard 01.). 

1 rnpeo (par of exchango). 
180 X 84 .. ll·ii.d . 

480 X lB. Sd. 
Ba. 21 8ao. lOps. (approx).=RB. 21·239583. 

9. Selliflg .,.,.. for aold.~When the telegraphic tranofer rate on 
London i. at or above the npper gold point (see table below), the .elling 
ratet for delivvy Bombay, is the same as tile buying rate, vi •. : 
Rs.21 3ao. lOpe. per tol .. of fine gold. 

When tho telegraphic transfer rate on London is below the npper gold 
point, tbe Belling rate, 

(a) for delivery London, is:-
Ro.21 3 ... lOps. + oost of transport, etc. 

- Ro.21 80s. lOps. + 1·1625 per cent. of &.21 3 ... lOps. 
'" Re.~l 7 ... 9ps. (approx). = Rs.21.484375. 

(b) for delivery Bombay, is:-
. Ro.21 Sas. lOps. + twice cost of transport, etc. 

- &.21 Sas. lOps. + 2·825 per oent. of &.21 Sas. lOps. 
= Ro.21 11as. 9po. (approx). • 

10. TA. Gold Po'"b.-

&;t:l::'~~=S:ngl j21·484375X480 l S IS·50929 r~peoo to £1 
&Uk of-EIil~land S = l4·2~0909x 180 S = l = 17·765OOd. per rnpeo 

Riif=~;)~ ·}_{21.!!3~1i8SX'so}_Il~~:;~~:- to £1 
Coolin BOmbay of gold - ~·29;2"Jl X ISO - -~:.~::t.i.""'"). rnpee 

.., B..nk of EllIIland.t 
• Price per tiDe ounce oor ..... pondillg So Bank of England buymg price of 

77 .. 9<1. per .landard ou""'" 
t Price per lille onnoo oor ..... ponding So Bank of England oolling prioo of 

'17 .. IOld. per standard ounce, III .... peroentago 10 cover "¥spor' charges and 
into ... , during _I-

moo D 
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SCHEDULE II. 

(PARAGllAl'''. 102 AND 163 Oll REPORT). 

BUSINESS OJ' THE RESERVE BD.'"X. 

Busi"e •• which the Bank should be authorised to cC1l1"T1l 0 .. and I. 
tran.5act. 

The several kinds of business which the Bank should be authorised to 
-carryon and to trnnsact are specified below:-

(1) It may make and issue bank notes. 

(2) It may accept money on deposit on current account from and collect; 
money for the Government of India, Provincial Governments, banks alld 
bankers. 

(3)-(a) It may buy, sell, or rediscount bills of exchange, promisac;y 
notes, or other commercial paper, arising out of bona fid~ commercIal 
or trade transactions, bearing two or more good signatures, one of 
which must be that of a bank or banker, and having a maturity not 
exceeding 90 days, payable in India. 

(b) It may buy, sell, or rediscount, to an amount not exceeding 
20 per cent. of the bank's total discounts, bills of exchange, pro
missory notes, or other commercial paper, bearing two or more good 
signatures one of which must be that of a bank or banker, drawn or 
issued in respect of current transactions for agricultural purposes, 
and having a maturity not exceeding six months. 

(c) It may buy, sell, or rediscount bills of exchange and promissory 
notes, with a maturity not exceeding 90 days, bearing the endorae~ 
ment of a bank, issued or drawn for the purpose of carrying or 
trading in Government of India securities. 

(d) It may buy and aell securiti .. of the Government of India, or 
of a Provincial Government or a local authority in India, having not 
more than six months to run, provided that the amount of such 
securities held does not, in the aggregate, exceed at any time an 
amount equal to 2S per cent. of the liabilities of the banking depart.
ment in N!6pect of deposits. 

(4) It may make loan. or advanc.. for fixed periods not exceeding 
90 days against the security of:-

. (a) ~tocks, funds and securities (other than immoveable property) 
In whIch a trustee is authorised to invest trust money by any Act 
of Parliament or by any Act of the GovernorMGeneral in Oouncil. 

(b) Gold coin and bullion or the documents relating to the ship
ment or storage thereof. 

(c) Such notes, draft;;, billa of exchange and bankera' acceptancu 
as are eligible for purchase or rediscount by the bank (but advanceJ 
against securities specified in (3) (b) shall not exceed 20 per cent. 
of the total advances made by the bank). 

(d) Buch foreign dra~ and aooeptaooes as are eligible for porchase 
by the bank and are referred to in olause (6). 

(5) It may make advancee to the Government of India for WaY" 
and Meana purposes, provided. that the whole of the advances is 
repaid not later than at the end of the quarter following the close of 
the fiscal year in respect of which the advances were made. 

(6) It may buy from and sell to banks, bankers, and parties approved 
by the Central Board of the bank, in amounts of not I ... than the 
equivalent of Rs. 1 lakh, transfers by telegram or Jetter, sight drafts, 
trade ac'CeptanceB, bankers' aaceptancea, and bills of exchange (incJudin, 
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treasury bills), drawn in or on places in such foreig~ countries as ~ere 
to the gold' or gold exchange standard, of a maturity >;tot exceeding .9G 
days, and it may keep in such foreign oountries Credit balanoes Wlth 
banks or bankers. 

(7) (a).-It may invest a sum, not exceeding its paid-up capital 
and reserve, in seourities, having not more than 5 years to run, of 
the Government of India, or other Governments, provided that the 
capital and interest cf such latter securities are payable in gold or a 
currency which by statute is oonvertible into gold. 

(b) It ma.y invest ite staff and superannua.tion funds in securit'es. 
of tbe Government of India of any maturity. 

(8) It may buy and .. II a.n securities whicb are eligible as, a.nd utilised 
for, the oover of the note issue, as defined in the clause dealing with the 
oonditions governing the issue of notes .by tbe bank. 

(9) It ma.y issue demand <hafts a.nd ma.ke, issue a.nd circulate bank post 
bills ma.de payable on its own bra.nches. 

10) It may a.ooept tbe custody and management of moneys, securities 
and other articles of value. 

(11) It ma.y .ell and realise a.\I property, whetber movea.ble or immove
able, which may in any way come into the possession of the bank in 
satisfaction, or part satisfaotion, of any of its claims. 

(12) It ma.y act as agent for the Government of India and Provincial 
Governments in the transaction of the following kinds of busineasJ vi.:--. 

(a) The buying and eeJling of precious metals. 
(b) The buying, eeJling, transferring and taking cbarge of a.ny 

billa of excbange securities or any shares in any public oompa.ny. 
(e) The receiving of tbe proceeds, whetber prinoipal interest or 

dividends, of any aeouritiea or shares. 
(d) The remittanoe of such proceeds, a.t the risk of the principal, 

by publio or privata bille of excba.nge pa.yable eitber in India or 
elsewhere. 

(18) It may buy and 8011 gold whetber ooined or unooined. 
(14) It may open aooounts in foreign countries, a.nd act a.s agent or 

oorrespondent of a.ny bank carrying on business in or outside India.. 
(15) Generally, it may do a.\I sucb matters and tbings ... mav be 

Incidental or subsidiary to 1Ihe transacting of tbe various kinds of busi
nE .. hereinbefore epecified. 

Busi ..... ",Mc" the Ban,. ."ouId ... t b. aufhoria.d to ....." on Of' to 
"" ... act. 

The kinds of busin.... whicb the Bank should ftOt be authorised to 
carry on or to tra.nsact are the following:-

(1) It ehall not engage in tra.de, or otberwioe have a direct interest in 
any eODnDercial, industrial, or other undertaking, save interests which 
may in any way oome into the poosession of the benk in a.atisfa.ction, or 
port satisfaotion, of any of its c1a.ima, provided 1Ihat tb_ interests 
are dispoeed of at the earliest possible moment. 

(2) It shall not purch .... its own sha.res, or tbe sha.res of any otber 
bank or corporation, or grant loans upon the security of the a&me. 

(8) It sha.\l not a.dvanoe money on mortga.ge of bed property, or on 
notarial or other bond, or cession thereof, or become the OWMr of bed 
property except 80 fa.r a.s is necessary for ita own business premises. 

(') It shall not ma.ko uneecured loans or a.dvances. 
(5) It sha.\l not draw or" &COOpt hilts payable otberwise 1IhaD on demand. " 
(6) It shall not accept mon .. y on deposit for" bed ta';;;:-';'--;li~ .. 

intsrest on credit balances. 

moo D! 



98 ROYAL OOMMISSION ON INDIAN OURRENOY AND FINANOE. 

SCHEDULE III. 

(PABAGRAPII 145 OP REPORT). 

NOTE SHOWING THH EFFECT OF THE OolIllISSION'S PROPOSALS ON TO 

CONSTITUTION AND WORKING o}t THE RESERVES. 

(FOT pttrpO$ea oj this Nate, gold and ste1'ling have been coftt1erte:d 
at 11. 6d. per l/,upe •• ) 

1. The following is (in aggregate) the constitution of the present Paper 
Currency and Gold Standard Reserves as on the 30th April, 1926:-

Liabilities. RI. Mores, A"et", R$. crOTes. 
Note issue 185 Silver 85 
Rupee redemption • Rupee securities 57 

Sterling &eCu·rities 81 
Gold 80 

253 

2. Under the scheme outlined in the Report the following ch&llges are 
\.·ontemplated:- . 

(1) Liabilitiu.-Initial liabilities will include RB. 50 crorest in respect 
of the rupee circulation (inclusive of the rupees retained in Reserve). 
Future liabiliti .. will be increased by the full amount of further 
note issues. (Paragraph 146 of Report). 

(2) A .. ets.--(a) Gold and gold eecuritiee will be 40 per cent. Gf 
liabilitielJ (minimum) from outset. 

(b) Gold will eventually be 25 per cent. of liabilities (minimum), to 
be attair.ed by the following stages: not less than 20 per cent. after 
5 years, and not less than 25 per cent. after 10 yeal'8; with a minimum 
(overriding) of ao crores. 

(c) Rupee securities will be not more than 25 per cent. of liabilities, 
with a maximum (overriding) of 50 crores. 

(d) Rupee coin will not be held in exoess of the maxima set out 
Lelow:-

To end of 3rd year 70 crorea 
From end of 3rd to end of 6th I or 10 per cent. of 

year 50 H liabilities WhlCh-
From end of 6th to end of 10th ever is greater. 

year 35 
F.·om end of 10th year 25 

(Paragraph 145 of Report) . 
. 3. The following transitory provisions have been recommended!-

<al In order to carry out provisiona (e) and (d) above, and to 
enable the new Bank to I!Ihow in the opening accounts of ita Issue 
Department a reserve ratio of gold and gold securities to liabilities 
of not leaR than 60 per cent. (i.e., to show a good margin above thft 

• The amount of the Gold Standard Reserve, whoae functions include 
this liability, is Rs. Sat crores. 

t This figure may be subsequently inereased or decreased, according 88 

there is a net absorption of rupees or a net return from circulation. 
(8 .. paragraph 3 (e) of this Schedule.) 
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minimum requirement), .the Government of India should replace 7-
crores of their created rupee securities by gold securities. If the 
Government should find it difficult to do so immedi .. tely they may he 
allowed to replace such rupee securities by 7* croreB of Government 
of India sterling Tre .. ury Bills (created ad hoc). these to he re
placed within 2 years by gold securities of the kinds laid down else
where as eligible to be held in the l!eserve. (Pare.graph 145 of Report). 

(b) The .urplus of 18' crores in .. sets at the outset should b. 
retained by Government in the form of silver, including the whole 
.of the silver bullion. the balance being in silver coin. The Govern~ 
ment .hould not r&owue (except te the Bank on demand) this coin 
or any rupee coin delivered by the Bank subsequently as redundant, 
vide (c) below. (Pa.ragra.ph 146 and 148 of Report). 

(c) The Bank should have the right to deliver to the Government 
l-edundant rupee coin in Reserve, i.e., any rupees coming into the 
Reserve in excess of the maxima stated in paragraph 2 (d) above. 
The Government would pay for every Its. 5 thus received in coin 
Us. 4 in notes. gold or gold .ecuriti.... the Bank writing off the 
difference, of Re. I, by a reduction of the figure of rupee redemption 
liability. (Paragraph 147 of Report). 

The reverse procedure would he followed when rupees were delivered 
by the Government to the Bank on demand. 

4. As a result of these proposals the constitution of the Reserve 'WOuld 
at the outset' be as follows:-

Liabiliti ... 
Note issue 
Rupee redemption 

.4sset.,: 
185 Silver coin •.. 

50 Rupee securities 
Gold securities 
Gold 

tr. 
50 
88 } 1180= 
80 60% 

285 

Gold and sterling securiti ... would thus be 50 per oent. of total liabili
ties j and the Bank would be enabled) without overstepping the minimum 
statutory reserve ratio, to issue further notes again6t bills to the maximum 
of 60 .rores . 

• These figures. and those in the table in paragraph 4. are based Upol 
the composition of the Reserves as in paragraph 1 above. They win 
require modi6.cation if the composition is different at the time of transfer. 

119100 DS 
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SCHEDULE IV, 

(PARAGRAPH 151 OF REPORT). 

SUGGESTED FORll YOR PBESENTATION OP THE RE8lUlVB BAN:B::'S ACCOUNTI. 

RESERVE BANK' 0)" INDIA. 

An Account pursuant to the Reserve Bank of India Charter Act, 192 • 
for the week ending on the day of 

ISSUB DEPART)lB...~T. 
Liabilities. 

Bank Notes 
held in the 
Banking 
Department Rs. 

Bank Notes in 
circulation Re. 
Total Bank 
Not e s 
issued ... Rs. 

Government of 
India Note. 
in circula.-
tion Rs. 

Rupee re-
demption ... Rs. 

Ands. 
Rupee coin RB. 
Government of India 

rupee securities Ra. 
Domestic Bills of EE-

change Rs. 
Gold securities ... Rs. 
Gold specie or bullion ... Rs. 

Ratio of gold and gold securities to liabilities, per cent. 
Dated the day of , 19 

Chief Ca.hi .... 

Liabilities. 
Capital paid 

up ... 
Reserve 
Deposits-

(a) Government 
(b) Bankers 
(e) Others 

Bills payable 
Other liabilities 

Dated the 

BA..""iXING DEPABTllENT. 

Rs. 

day of 

Assets. 
Notes 
Silver rupee coin 
Subsidiary coin 
Bills discounted-

(a) Domestic 
(b) Foreign ... 
(c) Government of 

India Treasury 
Bills 

Balan ... held abroad ... 
Loans and advances to 

the Government 
Other loans and 

Advances 
In,estments 
Other Assets 

,19 • 

Rs. 
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SCHEDULE V. 

(P.uu.Gll&PB 166 0" RllPoar). 

a""".arB» OvTLDIII FOBJI "" rEB SrArvroay PlIO~ON. ro BB IN Fo,..,. 
DURING TO PBBIOD 0:1' TRANSITION. 

. 1. The Government of India shall rooeive from any person making a 
demand at the Office of the Controller of the Oumlncy, or the Deputy 
Controller of the Currency, Bombay, or at any other ollice of the Govern
ment which may be notified for the purpoee in the Gazette of India, gold 
in the form of bars containing approximately 400 fine oze., in exohang •. 
for legal tender money, at the rate of &.21 &8. S po. 10 per tola of line 
aoId, Bubieot to conditions to be notilied in the Gasette of India. 

2. The Government of India shall .ell to any person in India who makeo 
a demand in that behalf at the Office of the Controller of the Currenoy, 
Oalcutta, or the Deputy Controller oti the Currency, Bombay, or at any 
other ollice of the Government which may b. notified for the purpose in 
the Ga .. tte of India, and pay. the purohaoe prioo in any legal tender 
money, gold for delivery at Bombay at the rate of &.21 aB. 3 ps. 10 per 
tola of fine gold or at tho option of the Government an equivalent amount 
of gold ""change (ao delined below) payable in a country or countries 
outside India mainteining a free gold market and approved by the 
Gcm>rnor Goneral in Counoil lubieot to the condition that no lingle 
demand for gold or gold "",change shall represent a I ... value in gold than 
approximately 400 line 0 ... 

The .. equivalent amount of gold eJ:ohange" referred to shall be a sum 
in foreign ourrency calculated by the Government of India to repr .... nt 
the atandard prioo of one tala of line gold in the country outside India 
eonoerned leaa an amount representing the normal char~ of a remittance 
of gold bullion from India to the oountry oonoorned. For this purpose the 
Government .hall notify in the G._ of India the oountry or countries 
upon any one of which, at the choice of the purohasar, gold exchange 
"ill be issued, and the rates of gold eJ:ohange. 

Noh.-The provision ao drafted above is intended to relate to the period 
during which the Government of India remains the currency authority. 
From the date .. han the oontrol of the currency is transferred to the 
Reserve Bank to the date "hen the Bank assumes the linal obligation to 
buy and .. 0 gold, a atatutory provision impoaing aimilar obligations on 
the Bank should be put into force, with the requisite modifications. There 
should then be .. protiao that the notifications ... to the conditions of 
puroh ... of gold, .. to the rates of gold eJ:ohange, and ... to the oountry 
or oountr'es upon wbich gold exchange will be issued, should be aubieot 
to Ihe previous approval of the Governor Genera\ in CounciL 

&9100 Df 



102 ROYAL COMMISSION ON INDIAN CURRFu'iiCY AND FINANCE. 

NOTE BY SIR NORCOT WARREN. 

Whilst joining in the recommendations of this Report, and advGcating 
them without resl:'rvation, I wi!;h to avoid any possihility of misconcep
tion by expressly stating" that I do so in my personal capacity as a 
member of t\l,e Commission, and not in any representative capa.city on 
behalf of the Imperial Bank of India. As a member of the Commission, 
my duty, which is wholly towards the public, is separate and distinct 
from my duty towards the Institution of which I am a Managing 

. Governor. It will therefore be understood tbtat by making these recom
mendations in so far as they may affect the Imperial Bank of India, I 
have neither the desire nor the capacity to commit that Bank. 

NORCOT WARREN. 
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MINUTE' OF DISSENT 
BY SIR PURSHOTAMDAS THAKURDAS. 

1 have signed the Report subject to the following Minute of Dissent. 

I. mSTORIOAL RETROSPECT. 

1. My colleagues state in paragraph 11 of the Report .that the 
stability of the gold value of the rupee is "based upon nothing m,?l6 
8ubstantial than .. policy of the Government, and at present that policy 
can be found defined in DO notification or undertaking by the Government. 
It h ... to be implied from the aots of the Government in relation to the 
ourrency, and those acts are subject to no statutory regulation or control." 

2. With this 1 entirely agree. But it i. necessary to enquire whether 
the currency system and practice &8 developed, constitute a material 
departure from the main principles of the policy laid down fKl yelll's 
ago, accepted by Government, and still binding on them, and if so, 
whether such departure was made either with the coDSent of representa.
tives of the people, or with the approval of the Government of India, 
who were best able to judge of India's requirements. 

B. The present currency system in India, as referred to us, starts with 
thti closing of the Indian mints to free ooinage of silver in 1893, and the 
reoommendations of the Fowler Oommittee to link the rupee to gold, 
making the former a token coin for internal circulation. There have been 

>ODe Royal OommiBBion and one Committee since the Fowler Committee 
reported, and both give a history of the ourrency system of India since 
18118. Whilst anxious, therefore, not to duplicate the historical faots 
by repeating them here, I f~l it inoumbent upon me, for: a full elucid~ 
tiOD of the problem before UB, to summarise the history of the Indian 
currency system Binoe 1898, by quoting the reve1ant despatches between 
the Government of India and the Secretary of State for India, with 
reference to each important aspect of the working of the Fowler recom
mendations, and the official policy supposed to have bean based thereon. 

4. Till 1893, India had a silver standard with free ooinage of silver; 
and the rupee w... a full value silver coin. Owing to the diaoarding of 
silver as a staodard of value in leading oountri .. in the West after the 
Franco-German War, wild lIuctuations took pi.... in the rates of 
_ohange betwaen India and gold standard countries. In responee to a 
widespread general feeling amonll/lt the organieed sections of the oom
mercial community in India, the Government of India propoeed to the 
Secretory of State the stopping of the free ooinage of silver with a view 
to the introduction of a gold ataodard. The HeneheU Committee to 
whom the proposal w ... referred for investigation and report, app";ved 
of the Government of India's proposals, with certain modifi.cations. The 
recommendations ,!f that Committee were accepted· by Her Majesty's 
Government; and in 1898 the Fowler CJommittee was appointed to con
sider ,and report ~n .. the proposals of the Government of India for making 
.el!ectlvo the policy adopted by Her Majesty'. Government in 1893 and 
initiated in ~un. of th~t year by the closing of the Indian Mints to what 

m~:r;:;'~ Notifiosbons of 26th June, 189S, whereby arrangemenfB W8le 

(1) The _p~ of gold .. ~ she no .. of 7'58844 grains of fine gold per 
ru~ 

(2) The ..... planOB of sovereigns .~ Ra. 15. 
(3) The issae of currency nolos in exchange for sovereigns or gold bullion. 

(See pp. 66, 67, Basi Ioelia-Mini for Gold Ooinoige, 1913, No. i95.) 
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is known as the free coinage of silver. That policy had for its aeelared. 
object the esta.blishment of a gold standard in India."· 

Th. FOIDZ.T R.comm.rutatio .... 

6. The Fowler Committee "looking forward . . . to the effective 
establishment in India of a gold standard and currency based on the 
principles of the free inflow and outflow of gold,"t recommended that:-

(1) The Indian Mints should continue closed to tbe unrestricted 
coinage of silver and should be opened to the unrestricted coinage 
of gold. 

(2) The sovereign should be made legal tender and a current coin. 
(3) The ratio between the rupee and the pound sterling should 

be Rs.15 to the pound, i.e., the exchange value of the rupee should 
be 1 •. 4d. 

(4) No legal obligation to give gold for rupees for merely internal 
purposes should be accepted; but 

(6) The profit on the coinage of rupees should be held in gold as· 
a special reserve and made freely available for foreign remittances 
whenever exchange fell below gold specie point. 

(6) The Government should continue to give rupees for gold, but 
fresh rupees should not be coined until the proportion of gold in the
currency was found to exceed the requirements of the public. 

These recommendations were accepted " without qualification" by the 
Secretary of State, who on the 25th of July, 1899, U requested the Govern
ment of Illdia to make preparation for the coinage of gold."1 

(i) GOLD CURRE:<OY. 

FiTSt Stage: 1899 to 1902. 

6. On the 31st of July 1899 the Viceroy telegraphed to the Secretary 
of State that the Government of India were preparing for the coinage of 
gold. The subsequent history of this essential project of a gold mint is 
recorded by the Government of India in their Despatch No. 110, of tile 
16th of May 1912:-

u (5) The Government of India put forward definite proposals for 
establishing in the Bombay Mint a branoh of the Royal Mint for the 
coinage of sovereigns. .A proclamation to effect this object wa,a drafted,. 
and received the approval of the Lords Commissioners of the Treasury. 
Meanwhile, difficulties had arisen regarding a number of administrative 
details connected with the establishment of the proposed branch mint. 
These difficulties occuioned much correspondence between the Secretary 
of State, the Treasury, and the Government of India, and the latter 
expressed their willingness throughout to carry out the requirements 
of the authorities of the Royal Mint. In May 1901 the Mint authorities 
expressed themselves as satisfied, but the Lords Oommissioners of the 
Treasury, for the reasons given in their letters, No. 8239, dated 1:1he 22nd 
of May 1901 and No. 10,489, dated the 9th of July 1901, copies of wh.ich 
were forwarded with Lord George Hamilton'. Despatch, No. 130, dated 
the 26th of July 1901, invited the Secretery of State to reconsider the 
whole question. They admitted that the original decision to coin 
sovereigns in India was & wise one, as indicative of the determination of 
the Government of India to adhere to a gold standard and of their 
intention to take practical measures to establiah it. They pointed out, 
however, that subsequent experience had shown that the gold standard 

• Fowler Committee Report, Par. 1. 
t Fowler Committee Report, Par. 54. 
t Pan. 6 and 7, p. 8, East Indio-MinI for Gold Coinage, 1913, No. 495 
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was already firmly established in the public confidence, that 80vereigns 
were being readily attracted: to India whenever required, and that the~ 
was no reason for believing that the position of the gold standu-d ID 
lndia would be strengthened, or publio confidence in the intentions of the 
Government of India confirmed, by the mere provision of machinery for 
tbe manufacture of gold coins in the country. They furtber pointed out 
the practioa.l dillicnltie. in the wa.y of the establishment of a bra.nch of 
the Royal Mint in India, an arrangement which they described ... 
-anomalous, and likely in practice to give rise to inconvenience and 
.pos.sible friction . 

.. (6) Upon receipt of the view. of the Lords Commiesioners, the Govern
ment of India decided, for the time being, Dot to persevere with the 
proposaJs. In their despatch of the 20th of December 1902 they refrained 
irom expressing any agreement or disagreement with the reasons advanced 
by the Treasury. But tbey had ascertained that the chief Indian Mining 
Companies had made arrangements for the regular sa.le of their gold out
.. ide the country, and that they were unlikely to altar those arrange
ment at an early data. In the abeence of an BBSurance that a staady 
supply of Indian gold would be available for minting, Lord Onnon's 
Government preferred to drop the scheme, at the same time expressing 
their willingness to revive it should conditions change. 

" (7) No public explanation was given in India of this Budden reoession 
from what had hitherto been regarded as an essential feature of the 
"urrenoy policy inaugurated in 1898 and definitaly sstabliahed on the 
ncommendations of the Currency Oommittee of 1898 . . . . u 

7. It is ne"",,""'"Y to nota here that this decision followed the failure of 
the Government'. attempt to issue sovereign8 in 1900 owing to famine 
oonditions,· when, because of the low purchasing power then prevailing 
-throughout India, the sovereign was an unsuitable form of currency. 

Secone! Stage: 1909-1910. 

8. In 1909, the Government of India in their dsspatcb No. 236 of the 
80th of Septamber 1909 applied to the Secr<ltary of Stata for a holding of 
about £9 million liquid gold in the Paper Ourrency Reserve, in order to 
make a gold ourrenoy p088ible. They stated in Paragraph 8 of that 
·despatch that the popularity of the sovereign was rapidly increasing till 
checked by the orisi. of 1907-8, and that sovereigns were actua.lly changing 
U ha,nds at a premium even in the chief commeroial oentres of the oountry, 
,.hile for ordinary purpoees they are rractioa.lly unobtainable." They 
also urged in the eame despatch: II We are of opinion that you should 
stay further drawings other than those required for ways and means 
purpos .. , for if further trade demand for money be genuine, the result 
must than be that gold will oome out to us in India." (Paragraph 10.) 

9. Tbe Secretary of Stata by hi. despatch No. 25 of the 18th February, 
1910, Paragraph " reiectad theee suggestions of the Government of India 
CD the ground that they II might cause the periodical recurrence of 
stringency in the London money market." He aIao refuaed, by Paragraph 
8 of his despatch, to allow the Government of India to publiah the 
oorrespondenoe with him on the subiect. 

Tli.-d· Stoge: 1912-1918.. 

10. In 1912, the Government of India again urged the opening of .. 
bran<h of the Roya.l Mint in India by their despatch No, 110 of the 16tb 
of May 191~. This despatch gives a full history of the gold mint question 
from 1899 to 1919, and meets the various arguments that are advanced 
II&Binst .. gold currency in India, The Secr<ltary of St .. ta forthwith got 

• Cbomberlain Cammisaion Bepon, Par. 25, Po 10. 
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in ~uch with the Treasury on the 27th of June 1912, and the latter by 
the.r reply of the 8th of August 1912, intimated that the Lords Com
missioners of His Majesty's Treasury H are prepared to co-operate in 
giving effect to the proposal H but regret that they are H quite uDable to 
agree to any scheme involving divided control." The Secretary of State, 
by his despatch No. 139 of the 18th of October 1912 communicated th .. 
Treasury's reply to the Government of [ndia, pointing out in Paragraph 3 
the two alternatives offered by them. In Paragraph 5 of his despatch he 
intimated to the Government of India that if both the alterna.tive& 
II are dismissed, it will remain to consider whether it is desirable 
to produce at ODe of the Indian Mints a separate Indian gold coin 
of the denomination of, say, RB.IO j this course would he inexpensive and 
would a.void the interference of the British authorities in your general 
coinage operations." He added that he would be prepared U to sanction 
the iseue of such acoin.'t 

11. On the 20th of January 1913, the Government of India in a telegram 
said: u.As you anticipated, we do not favour either of the alternatives 
offered by the Treasury. We therefore accept your offer to sanction the 
issue of a separate India gold coin of the denomination of &.10. We shall 
submit our proposals as to details of the coin-age in due course. " Thereafter
it appears from Sir Lionel Abrahams' evidence before the Chamberlain 
Commission (Q. 1143) that discussion took place 118 to the datee on which 
" it would be desirable to make an announcement." On the 24th J-anuary, 
however, ·the Secretary of State suggested that, " before Bny final decision 
was taken, the usual procedure for eliciting public opinion in India should 
be followed." It need only be recalled here that in theiT despatch of the 
16th of May 1912 the Government of India had stated that "it was not 
until last year, when a resolution was moved in the Imperial Legislative 
Council by Sir VithnJdas Thackersey, that the Government of India were
formally invited to revive the proposals which had 80 nearly reached 
fruition a decade previously, and to embark on the coinage of gold. The 
discussion thus started has been vigorously taken up by the Pre.<JS and by 
commercial interests both in India and England, and the whole subject has 
been thoroughly ventilated in a manner which makes any special reference 
to mercantile bodies in this country unnecessary. " The Secretary of State 
informed. the Government of India on the 14th of February that the Royal 
Commiseion, ,by that time proposed, U would inquire inter alia into the 
Indian currency administration." On the lOth of April the Government of 
India wrote that" the only possible course now" was to leave the question 
of the gold coinage for the Commission to decide. 

Fourth Stage: Wartime Ooinage. 

12. During the War, the Bombay Mint was made a branch of the Royal 
Mint for the coinage of sovereigns for a short period. Later on, when some 
technical difficulties arose in this connection, the: Bombay Mint coined gold 
mohurs of the weight and fineness of the sovereign. The Babington-Smitb 
Committee, in Paragraphs 66 and 67 of thei·r Report, recommended H that 
the branch of the Royal 'Mint which was opened in Bombay during the
war for the coinage of sovereigns and half-sovereigns and has since been 
temporarily closed, should be reopened, and that arran~ements similar TO 

those in force in the United Kingdom should be made for the receipt of 
gold bullion from the public for coinage. The Government of India should 
announce its readiness to receive gold bullion from the public, wheth-'r 
refined or not, -and to issue gold coin in exchan~ at the rate of one 
sovereign for 113·0016 grains of fine gold, subject to a small coinage 
charge." 

Filth Stage: Po.t-war Guarantee. 

13. On the 24th of January 1922, Sir Malcolm Bailey, then Finance
Member, spoke as follows in the Legislative Assembly, on a resolution 
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moved by the late Sir Vithald ... D. Thackersey on the subject of Curr.ncy 
and Exchange:-

U Now, Sir, let me turn to the second part of the Resolution. It proposes 
that the suggested Oommittee should consider the question of open,ing the . 
Indian Minta to the free coinage of II"ld. Now. I muat r.ally .... um. that 
my Honoura.ble friend. &ir Vithalda.s Tha.kersey. "Xp.rt 8B he ia in these 
questions. ha.a <really included this in hi. Resolutions to satisfy the feelings 
01 som. 01 hia friends. rather ·than ·because h. himself supposes that thia 
question does actually need the further investigation of an expert Com ... 
mittee. He is well aware, S'ir, that dt was a cardinal feature in the policy 
.f the Babingbcn.Smith Committee that the India.o Min·to should b. open.d 
to the free coinag. of II"ld. Indeed. one of the intentions of the Com· 
mittea in fixing the rupee on a gold ,ba.sis wa.a to permit of the free use of 
gold ourrenoy in India. and the opening of the Minto to the free cain8g<l 
of gold i& an eid to such a prooess, though of course it is not in itself Dn 
essential condition of it. We, Si'l', are prepared ou~ here to coin gold D.8 
eoon as the need ·for gold currency Bri.... Sir Vithaldaa Thackersey 
sugg<!sted that the Royol Mint m.ight on technical grounda refuse to allow 
us to do so, He need have no fear on that BOore. I ca.n give him & 
guarantee that, 8S soon as the demand for gold currency arises, the Mint 
will be ready for it."· 

14. This. in ahort. ia the history of what the Treasury called in their 
letter dated the 9th of July 1901 to the India Offi ..... the frank 
abandonm.nt of one of the details of tha policy recommended by the 
Indian Currency (li'owler) Committee, which experience has shown to 
be unnecessary." In their preceding letter of the 22nd of May. to the 
India Office. th.y had already expressed the opinion that "The gold 
.tandord is now firmly established. and the public requires no proof of 
the intention of the Indian Government Dot to go back on their policy, 
which is beyond controversy!' 

(ii) GOLD STANDARD n. •• avB. 

15. Another important recommendation. material to the Fowler C0m
mittee's scheme adopted by the Government of India, was that cc any 
profit on the coinage of rupees should not be credited. to the revenue 
or held as a portion of the ordinary balance of the Government of India, 
but should be kept in II"ld !loS a special reserv •• entirely apart from the 
Poper CUl'l'eney Resen~ and tbe ordinnry Treasury balances."· 

The Fird Deport",... 

16. In September 1900. the Government of India proposed to inaugurate 
this special reserve of II"ld. But the profits on coinage for the pre
ceding year, amoun1ling to £1 million, were temporarily unavailable, 
having been used to meet p~llg famine demands. The then Viceroy,. 
Lord Curzon, and the Finance Member, Sir Edward Law, disagreed 
on the policy to b. adopted with regard to the II"ld holding in the 
Pape. Currency Reserve. A ).,ogtby d .. patch. No. 302 of the 6th Sep.. 
tember 1900, was addressed to the Secretary of Stete. with. in all. 
four Minuks upon it, one from the Viceroy and three from the FinanO! 
M.l'wber. As one of his reasons fO!' differing hom the Finance Member,. 
the Viceroy wrok: II I have a natura.l suspicion of anything that may 
tMmd, in the present early stage of our currency policy J to cause alarm. 
Most thiugs that the Government of India do in the region of finance 

• Sea Legist.li" A ...... bly Debates, Vol. II, No. 21. 241h Jannsry, 1922, 
pp. liH2-1~69. 

t Par. 60. Fowlar Commil .... Repor'-
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are misrepresented; many are misunderstood. We are coustantly 
accused of having no confidence in our policy and of not pursuing it with 
consistency. I think that we should be very careful about taking any 
steps that may seem to give ground for these charges."· 

17. The Finance Member in Paragra.ph 26 of his first Minute said: 
4' I do not lose sight of the fact that, however readily saleable our gold 
investments, they are not qaite the same thing as actual gold, but 
holding suc~ a sum as I contemplate in the actual metal, there would, 
under all conceivable circuBlStances, be plenty of time to effect gradual 
sales of the securities for the replenishment of the stock of gold, should 
the necessity arise. JJ 

18. In his final Minute, dated the 23rd of August 1900, the Finance 
Member recorded the fact that H the general question of the advisability 
of legislation affecting our exchange . policy was discussed in Oouncil, and 
the view was, I think, unanimously accepted that such legislation should, 
if possible, be avoided." 

19. The Secretary of State, replying by his despatch No. 232 of the 
18th of December 1900, said in Paragraph 3, that he was fully oonvinced 
of the advantages of maintaining a special gold reserve, and that, "in 
order to mark the primary object of its formation, . . . . the title 
to be assigned to it should be the Gold Standard Reserve." In para
graph 4 of his despatch he parenthetically observed that the word " gold" 
used in Paragraph 00 of the Fowler O'>mmittee Report appeared to be 
interpreted by Bir Edward Law as including U securities saleable for 
gold," and in Paragraph 5 he gave his decision: "This proposal is in 
harmony with the 60th paragraph of the Report of the Indian Ourrency 
Committee, and I fully concur in the principle which it enunciates." 

20. Paragraphs 6 and 7 of the despatch lay the foundation of the 
departure from the Fowler Committee Report and need to be quoted in 
full here. 

"(6) In order to ensure the due application of the gain made through 
the coinage, it is advisable that your Government should onoe in three 
months make up an account of the receipts and charges, and should 
forthwith remit the net profit to be held by the Secretary of State in 
this oountry . 

.. (7) It do.. not appear necessary to specify precisely in what gold 
securities the reserve shall be invested, whether in OonsoIs or India 
Stock, or in any other manner. This will be at the discretion of the 
Secretary of State in Council from time to time, and the resnlt will be 
periodically reported to the Government of India, and published in ita 
Gazette." 

21. Thus, while the question in dispute referred to the Secretary of 
State actually ®ncerned the Paper Currency Reserve, he gave a decision 
regarding the Gold Standard Reserve, and the interpretation put on 
the word "gold JJ in Paragraph 60 of the Fowler Oommittee's Report 
was 18 years later a subject of ClO8e examination of the India Office 
representative before the Ohamberlain Oommission. 

22. On the 7th of December 1906, the Secretary of State telegraphed 
to the Viceroy I with reference to the latter's information about extreme 
stringency and the possibility of serious panic in India, that II for various 
reasons I wish to avoid addition of gold to Currency Reserve in London. 
This would, for example, entail diminution of reserve of Bank of England 
and, by its effect on discount rates in London, would probably interfere 
with arrangements for renewing debentures of Guaranteed Railways 
m~turiDg in December." 

• Pat'. 4, Viceroy's Minute. 
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Di~ ... riofl lor Railway Purpo •••. 

23. In July 1907, the Secretary of State decided that £1 million out of 
the profits on coinage might safely be diverted from the Reserve 
to be utiliaed on railway capital expenditure, as recommended by .. 
Departmental Committee on Indian railways. The Government of India, 
in their despatch No. 296 of the 8th of August 1907, Paragraph 3, 
observed as follows:-

,. ·From the report of your announcement in Parliament, we understand 
that on the advice of the Oommittee which waa recently appointed to 
consider the question of railway finance, you have decided on a different 
course. We do not therefore propose to trouble you with the reasons which 
led UB to the conclusions outlined above. We accept your decision, 
although some of us entertain doubts as to its expediency, and although 
we should all have preferred if it had been possible to give the commercial 
community in India an opportunity of stating their opinion regarding the 
diversion of ooinage before inal orders were issued. U 

EmploymtAt in ftmporaTJ/ Loan,_ 

24. In 1908, the Secretary of State by his tele;"am of the 2nd of April, 
intimated to the Government of India that the balance of the Gold 
Standard Reserve would be U lent on security on short temporary loans. J) 

'Ike Gov.""""."t 0' I"dia'. pTot •• t •. 

25. In April 1909, the Government of India renewed their appeal to the 
Secretary of State that the whole of the profits on coinage should be 
devoted to the Gold Standard Reserve and should be held in liquid gold. 
In their deapntch No. 89 of the 1st of April 1909 they emphatically 
poillted out that any failure to fulfil the "definite pledge of our active 
support of the Gold Standard, .... either through the exhaustion of the 
reserve or for other aauae, would &hake the publio confidence in our 
Currency policy to a degree whioh it would he dillioult to estimate." 
(Paragraph 2.) 

26. In Paragraph 8, they said that the .. Gold Standard Reserve. . . 
is the recognised fu.lcrum of our whole currency system; and its strength 
ill of vital import&nce both to Government and to the merchants, capitalists 
and investors who am associated with us in the development of India." 

27. In Paragraph 4, they upressed doubt whether the " Gold Standard 
JWaorve haa ever yet approached the posItion which it ought to occupy." 
They further d...,w attention to the fact that, between November 1907 and 
January 1909, they lost £16 million of gold, and pointed out that .. this 
is the ..... ult of a little mono than a single year of adverea conditions and 
of a famine whicll was more restrioted in its area than is frequen~ the 
case with similar calamities." With these preliminary observations, they 
lubmitted their first definita proposal for the Secretary of State'. 
OODiideration. 

liS. With regard to the Secretary of State'. decision to divert £1 million 
from the Gold Standard Reeervo to railWIQ' capital eltpenditure, in Para
graph 6 they aaid:-

"We deprecated th6 decision at the tim.. but accepted it and have 
defended it against an outburat of public critioisin in India. You .uboe
quuntly determined that half the profits 011 the ooinage of rupeee should 
be consistently diverted in the same mauner, and this oourse baa acoord .. 
ingly been followed 00 long IS any profits Ilccrued. We would now ask you, 
however, to reoons.id6l' your decision, and to allow the future profits on 
OOiORge to p .... into the Gold Standard Reeervo without deduction, until 
the Reserve stauds at .. much higher 6gure than it has yet attained. We 
do not yield to your LonIship in our desire to p ...... forward railway d." .... 
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lopment in India; but we are convinced that the stability of our currency 
is a far more vital factor in the welfare of the country than the pace at 
which onr rnilw8l facilities are extended. It is highly significant that this 
view is so widely shared by the mercantile community, in spite of the 
strong personal interest which attaches large sections of them to an 
ucth"e railway policy. We have already forwarded to you the expression of 
opinion by the Bombay Chamber of Commerce on the subjectj and we 
now submit, for your information, copies of similar protests which we 
received from the Chambers at Calcutta, Madras, and Karachi. The 
position has again been dealt with, in a similar strain and with much 
conviction, by the Chairman of the Bombay Chamber, whose remarks 
on the subject at the Chamber's annual meeting on the 3rd illBtant have 
met with the general approval of the busmess public in India. We find 
oUI'Relves in entire accord with these views, and we would earnestly press 
upon your Lordship the impolicy of retarding the growth of the Reserve 
when cil'cumstances again permit us to renew the coinage of rupees." 

29. In Paragraph 6 they submitted another aspect of the Gold Standard 
Ueserve, in the following words:-

II Another aspect of tho Gold Standard Reserve which attracts much 
t'Titicism in India is the- form in which it is held. When the Re!ren'e 
was first established, it was the d~ire of Lord Curzon's Government that 
it should be kept in liquid gold in India. Your predecessor decided to the 
('ontrary, and it was invested in gold securities, which have lost appreciably 
in value. W~ are not prepared to revive the proposal that the gold should 
be held "in India, though it is our duty to refer to the very strong feeling 
in fm'our of such a course which prevaiLoq in this country.!I 

30. In Paragraph 7 they pressed for holding a substantial part of the 
Reserve in liquid gold, and the whole of this and the following Paragraph 
can usefully be quoted here: 

"But, while we do not press for a.ny change in the location of the 
Gold Standard Reserve, we attach very great importance to our second 
proposal, that a substantial part of the Reserve should be held in a 
liquid form. This seems to us to be necessitated both by expediency and 
on broader grounds of policy. We do not lay stress on the 1088 that has 
occurred in selling the Reserve securities during 1908; those losses have 
been more than (.'Overed by the accrued interest. What we fear is a 
combination of events which would demand the employment of the Reserve 
at a time when large sales of British Government securities in London 
would be contrary to Imperial interests. Such a combination is by no 
means inconceivable; and even in less serious situations the free employ
ment of the Reserve might be gravely hampered by the form in which 
it is now held. The point is one on which informed public opinion in 
India is singularly unanimous. We are frequently asked why we strain 
after interest on the Reserve which is the basis of our currency system, 
and consequently one of the chief pillara of the credit of India; and it 
it pointed out that other countries are careful to retain the ultimate 
foundation of their credit in bullion. We think these views deserve 
every consideration, and we are satisfied that it would have an excellent 
effect if your Lordship decides to refrain from further investment of the 
Reserve gold. That such a course is right on general grounds we consider 
to be beyond question. Our strength in combating a low exchange 
depends, broadly speaking, on our ability to reduce the 8uppl;y of rupees 
and to augment the supply of gold. If we can do both simultaneously, 
our intervention is the sooner effective. At present, we can only reduce 
the supply of rupees j for our gold has already been put on the market; 
and all that is meant by realising it is the transfer of certain securities 
from Government to another holder. Moreover, we conceive that the 
position of the Government of India in the markets of the world would 
be much stronger as the p088essor of a large store of liquid gold than al 
the possessor of a corr~oonding capital in Cansols or similar securities. 
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1 n the former case, the Indian Government might in emergency be 
powerful to help the market; in the latter there "!ould a1"! .. ys be the 
potential danger of their wishing to realise at an l~W:)DVemen.t ~8Son. 
We would therefore urge on your Lordship the propriety of building up 
.. substantial share of the llAlserve in liquid gold, to be held under as 
nearly as possible the aame conditions as the currency gold in London. 

" We have intentionally avoided any general review of our currency 
policy. Our object for the moment is to place before you the views which 
are held in India regarding the Gold Standard llAlserv .. , and the con· 
victions that bave been forced upon us by the experience of the last year. 
The two modifications in procedure which we recommend are in entire 
harmony with the declared policy of supporting the Gold Standard, and 
they will go far to secure public confidence in our intentions. IJ 

The SltCf'etary 0/ Stote'. Reply. 
81. The Secretary of Stato in his despatch of the 2nd of July 1909 

8l1mitted the importance of the subject of the Government of India's 
despatch of the 1st of April. But h .. ",fused to accede to the Govern· 
mE'nt of India's rE'ql1E!6t, Ie in view of the pecuniary disadva.ntage of 
holding a part of the Gold Standard Reserve in gold," and he accepted 
U the responsibility II for realising gold securities instead of gold "on 
.occasion arising. JI 

32. In Paragraph 10 of his despatch, he said as follows:-
U The consideration dealt with in the preceding paragraph is the most 

important of those mentioned by you in favour of your proposal, but 
there are certain others which should be noticed. . 

II One is that it is the desire of Lord Cunon '8 Government that the 
Reserve • should be held in liquid gold in India' and that Lord George 
Hamilton overruled their recommendation to this effect, and decided to 
hold the Reserve in securities. I find, on referring to the correspondence 
which took place when the Reserve was established, that Lord George 
Hamilton understood the Government of India to desire that the Reserve 
should be held either in gold or in securities saleable for gold, or partly 
in one form and partly in t.he other. Wbether his understanding of their 
wishes W88 eorrect or not, it is clear that it would Dot now be reasonable 
to attach more importance to 8Dggestions regarding the management of 
the Reserve which were made before its establishment than to the results 
of the es:periencet extending over more than eight years, whiclt has since 
been gained. 

A ae<'ond argument, to which you refer with approval, is that C other 
countries are careful to retain the ultimate foundation of their credit 
in bullion.' I understand that these words are meant to convey that 
Governments which issue notes enoaahahle in gold or silver on dem&nd 
...... in the habit of holding gold or silver in order to provide for the 
encashment. This remark is accurate, except SO far as it Beeds to be 
qualified by • referenoe to the largo fiduciary isauas of most Governments· 
but it has little, if any, baaring on the qa<l8tion of the most suitable fom: 
~or the Gold Standou:d ~rve. That Reserve will presumably be used 
10 future, ~ f~ as It 18 used at all, for defraying the Home Charges 
wh~n. OlunClI bll\s. cannot be aold at or abo ... the gold point, or for 
meetIng l;,ondon bills drawn by the Government of India. For either 
purpose ea~ly realisable l18Curit.iea or bank halanoes are as useful as gold 
and tbo~ .. there£o.e DO advantage ill holding the latter. ' 

.. A third argument used by you is that it is desirable that the Gover ... 
went of India, when ~mbating a low uchanga, shall be in a posit.ion IlQt 
only ~ ~ntract the olroulabon of rnpees in India, which is done uodttr 
the eZ.lSting system, b\l~ also to expand t~e cil'l'ulation of gold elsewhen
SlmultanilOusly (the object of the expanSIon of the circulation of gold 
""ing presumably to stimulato trad .. tbroullhout the world aDd thus to 
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increase the demand for Indian produoe), and that the latter operation 
is not within your power unless the Gold Standard Reserve is held ill 
gold. I am not dioposed to think that the release of such gold as might 
be held in the Gold Standard Reserve would have an important or speedy 
effect in creating a favourable balance of Indian trade; but, if it is to be 
held that this result would follow, it must equally be held that the 
previous accumulation of gold in the Gold Standard Reserve wauta, so 
long as it was proceeding, have an unfavourable effect on the Indian 
trade balance; and it would certainly injure India's power of borrowinA 
in the London market." 

Renewed Protest •• 

88. In Paragraph 11 he pointed out that in eight years there had been 
a net gain to the Gold Standard Reserve, after deducting the loss throug'" 
the sale of securities, of £1,371,068. 

34. In September, 1909, the Government of India, by their despatch 
No. 236, of the 80th of September, made a rejoinder to the Secretary of 
State's despatch. In Paragraph 4 they expreaaed their regret at the 
Secretary of State's decision in the following words:-

H On the second point your Lordship has not seen your way to accept 
our proposals. Holding that, for the purpose of maintaining exchange, 
securities capable of easy realisation are as efficient as liquid gold, while 
they are at the same time producing interest to the credit of the Gold 
Standard Reserve, yan have declined to do more than keep a sum at 
£1,000,000 of this Reserve uninvested, such amount being either lent 
from time to time for short periods, on approved security, to approved. 
institutions and firms, or deposited at interest with banks of high stand
ing. We accept this decision with regret. While we admit the foroo of 
your argument in normal circumstances, and recognise that existing 
arrangements adequately met the requirements of the late crisis, we 
would once morE\l emphasise our conviction that it is necessary to provide, 
and to assure the public that we do provide, against a situation in whicb 
th(· securities of the Gold Standard Reserve would not be easily realisable. 
or realisable only at heavy loss." They added, "accepting, however, as 
we must, your decisions, II they desire to discuss the methods to be 
adopted in meeting exchange difficulties. They suggested a holding of 
gold in the Paper Currency Reserve in India, and the limitation of 
Council Drafts so as to build up the gold resources of the country J as 
already mentioned in Paragraph 8 above. 

Diversion of Gofei from lneiia. 

35. The Secretary of State rejected this request of the Government of 
India, and, not content with such rejection, he observed in Paragraph 3 
of his deapatch, No. 25 of the 18th of February, 1910, as follows:-

" As the stock of gold held by you now ""oeeds £5,000,000 I propose 
to revive shortly the arrangements which were in force in 1905, 1906, and 
1907 for the purchase of gold in transit to England." 

In those years, gold destined for India was bought in transit by the 
Secretary of State from the Exchange Banks, and diverted to England 
by Council Drafta which carried special rates thus to attract gold ( ••• 
Qs. 910-940, Chamberlain Commiaaion). 

86. This is the hiatory of the Executive action taken to carry out the 
policy recommended in Paragraph 60 of the Fowler Committee Report 
regarding "gold" reserves, which was accepted by Ber Majesty's 
Government and the Government of India. 
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(iii) FRBB ImLOW AND OUTBLOW O~ GOLD. 

37. In Paragraph 54 the Fowler Committee said that they looked 
forward u to the effective establishment in India of 8. ~old standard and 
currency based on the principles of the free inflow and outflow of gold. II 

38. In Paragraph 8 of his despatch, No. 140 of the 25th of July, 1899, 
the Secretary of State communicated to the Government of IDdia M 

follows:-
Cf I am also in accord with the Committee as to the general principles 

by which your Government should be guided in the management of your 
gold reserve in the abaeDce of 8 legal obligation to give gold in exchange 
for rupees, namely, that you should make it freely available for foreign 
remittances whenever exchange falls below specie point, under such 
('oDditions as the oiroumstanoes of the time may render desirable.)J 

89. On the 20th of November, 1907, when the American crisis led to • 
BuddeD demand for remittance of gold to London, the Viceroy appbed to 
the Secretary of State for authority to refuse gold for export to the 
Exohange Banks, Bince suoh gold could at that time only he drawn from 
the currency gold in London. By his telegram of the same date the 
Secretary of State gave the Government of India authority to inform the 
Exchange Bank. of their inability to accede to their application. Thi. 
authority was not exercised; but, on the first demand for gold for foreign 
"mittanoes, the II free outllow of gold," "commended by the Fowler 
Oommittee, was severely restricted. 

(iv) COINAGB OP RUPBBS. 

40. Regarding the coinage of rupees, the Fowler Committee had 
1'eCommended that II Government should continue to give rupees for gold, 
but fresh rupees should not he coined until tbe proportion of gold in the 
i:urrency is found to exceed the requirements of the publio." (Para
grapab 60.) The unfortunate ooincidence of & severe famine with the 
oommencement of the introduction of the Fowler Committee's reoom .. 
mendation neoessitated coinage of rupees until the time when the after
effects of the famine had paased. But when, in 1909, the Government 
of India reported that BOvereigns were in demand and at a premium,. 
the refusal of the Secretary of State to permit a substantial holding of 
gold in India, in order to make a gold currency possible, marked a 
deliherate departure from the Government'. policy as laid down in 1899. 
Lord Farrer and Lord Welby, in their supplementary minute to the 
Hersch.1I Committee Report, Paragraph 16, emphasise the importance of 
this part of their recommendation (subsequently accepted aleo by the 
Fowler Committee) in a remarkable manner:-

U Under theae ciroumstanoes, we could not join in the recommendation 
oontained. in the R-eport, without at the same time recommending that 
the Go""rnment of. India should, in view of the ultimate adoption of the 
whole of their plan, be prepared to secure the convertibility of their token 
ailHI' currency, and should, with that object, accumulate a sufficient 
..... rve of IIOld." 

(v) POSJ1'1ON IN 1915. • 

U. Whe"" therefore, the Chamberlain Oommission was appointed by 
Royal Warrant dated the 17th of April, 1913, the position was as 
folio.... The Go ..... nment of India were committed by Statute to • gold 
standard, and by the ..... ptanoe of tha Fowler Committee'. recom
mendations (Paragraph M), to a gold eurnlney, baaed on the principles 
of the f .... in80 .. and out8ow of gold. The main d"partures from the 

• Vide Par. 8 abo"". 
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important principles of the scheme were made under orders of the
Secretary of State, against the repeatedly expressed, and, indeed,. 

tenaciously fol1owed~up prot-ests of the Government of India, who had the 
backing of the commercial community in India in that period. So appre
hensive were the Government of India and the Secretary of State of the 
effect of these departures from their accepted currency policy, that Dot 
less than three times did they enjoin secrecy with regard to their deci
sions and to breaches of the officially accepted policy. 

The following are instances:-
(1) The decision of 1900 to invest the Gold Standard Reserve in 

securities. (Vide Paragraph 18 above.) 
(2) The correspondence of 1905.9 regarding the gold reserves, the-

gold currency and the limitation of sales of Council Drafts. (Vide 
Paragraph 9 above.) 

(3) The decision of 1902 to abandon a gold mint. (Vid. Para
graph 6, II (7)" above.)", 

(vi) SUBSEQUENT ENQtrIRlB8. 

42. At this stage the Chamberlain Commission waa appointed.. The 
tel"DlS of reference to that Commission include, H the measures taken by 
the Indian Government and the Secretary of State for India in Council 
to maintain the exchange value of the rupee in pursuance of or supple
mentary to the recommendations of the Indian Currency Committee of 
1898." 

4a. The Commission submitted their Report towards the end of 
February, 1914; but, owing to the outbreak of war less than six months 
later, it could Dot be considered either by the Legislature or hy the public
of India. 

44. On the 30th of May, 1919, the Secretary of State ordered a further 
enquiry and appointed the Babington-Smith Committee, who were 
directed in their terms of reference to make recomIllendations U ensuring 
a stable gold exchange standard." This change from a gold standard to 
a gold exchange standard was in absolute contravention of the currency 
policy officially adopted in 1899, binding on the Government and the
country, and still existing as the recognised monetary system of India. 
It is unnecessary to notice here the recommendations of that Committee. 

Tk. Positi ... To-day. 
45. The position therefore to-dny, as I view it, is that the Government 

and people. of India stand committed to the principles recommended by 
the Fowler Committee and adopted by the Secretary of State and the 
Government of India. 

(vii) TaB RESULT OF DEPARTUllB8 PROH TIIB AcCEPTED POLICY 01' 1899. 

46. The reason why I consider it necessary to give a fuller narrative of 
Indian Currency history between 1899 and 1913 than my colleagues have 
done in the Report .is, that the correspondence between the Government. 
of India and the Secretary of State for India conclusively shows that 
the developments in the currency policy of India since 1899 were not 
justified by the wishes of the Government of India or by "he require
ments of the people as ."preeeed by that Government. Th ... could all 
have been met by action in accordance with the policy approved by the 
Secretary of State and the Government of India. I think it my duty to 
state the facta bearing on this aspect 88 they appear in the official corre
spondence, and I believe that such a presentation of the history 
of the Indian currency system is material to the recommendatioDs made 
in th~ Report, and necessary for a due appreciation of the reasons of 
. my dissent. 
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47. Many of the recommendations accepted by the Secretary of State 
and the Government of India. in 1899 were departed from by Executive 
action. It may be asked whether these departures were detrimental to 
the interests of India. Apart from monetary profit or loss, the develop
ment of a. currency system different from the ODe indicated by the 
Government's acceptance of a policy is undesirable in itself. When Buch 
B development is eHeeted without the knowledge ,of the people most 
ooncerned, it becomes a real dang{\!". I do not wish to criticise this 
aspect further, but will now mention the material loss which India has 
Buffered by these departures: - ' 

(a) It has involved the ciroulation of a very large number of token 
ooins in India which could not be converted into international money,. 
and, indeed, have proved to be a sourea of emharr8B8JD.ent to the· 
Government in periods of weak exchange. This led to the 
unparalleled difficulties of the Government of India in 1918, and 
nect'6sitated the purchase of large qua.ntities of silver at abnormally 
high prices involving a oorrespondingly heavy loss on the India-n. 
EEchequer. 

(b) It hal locked up the gold reserv ... in a form which admittedly
involves difficultIes in realising them. 

(c) It hal been tho cause of grave misunderstanding. between the 
Government of India and the public in India, misunderstandings for 
which the Government cannot poesibly be blamed, and which can only· 
be ngarded 88 natural, and inevitable under the circumstances, on 
the part of the people of India. The policy of soorecy adopted 
has aroused seriou8 distrust in their minds of the system as a whole. 
'fhis distrust having continued over a period of a quarter of II 

century oannot be removed without whole-hearted measures. It is 
true thnt the policy adopted has earned for India a certain amount 
of interest on her reserves. It is stated- that, up to the Slst March, 
1925, the net profit on investments has been £17,962,466 in interest 
Rnd discount, nfter allowing for losses due to depreciation in value. 
The loss on .al.. of Reverse Bill. in India exoeedB Rs. 22 crorea. t 
Besides this, one has also to take into account the effect produced on· 
the publio mind by the inability of the Government to realise at 
critical junctures the securities in which the reserves have been 
locked up. 

Tho S ..... tarv of Stat.', obi.ct. 

48. 'l'he late Sir Lionel Abrahams, who was examined at &Ome length by 
the Chamberlain Comnlission, gave his rea&ODS for every step that wns 
taken. It is not necessary for me to go into the details of this 8Xulana
tion. The one outstanding impression that it leaves on my mind is that 
the Seoretary of State was bent on earning for India all the revenue 
that he eould by way of interest on the Reserv .. without deliberately 
breaking ony existing statute. Indeed, there was, IUld is still) no statute 
to break. He continued to make investments in securities, instead of 
keeping tbe reaerve funda of India in !<Old. The object that the Secretary 
of !State had in view-the maximum financial advantage to India.-was 
uncbjectiopable P" ae; but it WAS energetioaJIy pursued, against the 
repl'esent>NtlollS of the Government of India, with oomplete di.&reJ:tard for 
the '!tability of the Indian currency s,.vstem and the confidence which 
would bn,"" r .. ult~ from a substantial holding of liquid gold which was 
definit.ly p ..... oribod and aooepted. Sir Lionel Abrahams himaelf admittod , 
in reply to Question No.. 83S tha~ U at certain times the marketll in 
London fur the sale of aecurities are extremely difficult.' J 

• See p. 20 Ea •• [""is: A"'''''" ........ EMi .. a"'. Cmd.2498. 
t See P. 165 Conncil of S\alo DebaleB, Vol. II[~ No. 14. 
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The Attitude of th. Bank of Efl.gland. 

49. Another witness before the Chamberlain Commission. Mr. Clayton 
Cole, till th~n Governor of the Bank of England, protested against the 
disturbancf1 caused by the loaning of the Indian (Currency) Reserves in 
London. He said in reply to Question 3348: "I think it is obiectionable 
to have large sums of money raised in London which are, 60 to speak, 
not in any sense required. for English trade. The loans in the market 
of the Indian Government are very large. I had the figures taken out 
the other day at the bank, and I find that the ·amount they are lending 
DOW through their broker is approximately 11 millions. That is money 
which, in the London money market, you can hardly describe as good 
money, because it is liable to be withdrawn for reasons which have nothing 
to do with what I caU the London market. The India Office lend the 
money at the best rate they can get, quite independent of 
what I call the considerations affecting the London market proper: there
fore, that money may be lent, and is at times lent, in a way which is 
disadvantageous certainly to the Bank of England, which has to look 
after the gold reserves of this country." Such was the attitude of the 
Bank of England towards money lent in the London market to earn 
interest for the Reserves of India, a matter which naturally aroused 
'buspicion in India. 

II.-A GOLD STANDARD FOR. INDIA. 

50. The Fowler Committee recommended, and the Government adopted, 
a gold standard, based on gold reserves and a gold currency, 88 the 
currency ~ystem of India. I do not think that it is possible to improve 
upon the ideal of a gold standard based on gold reserves; and my 
colleagues agree in this. But it is now contended that since 1899, when 
the Fowler Committee reported, modern monetary practice has made a 
considerable advance, and that metallic gold need not form so large a 
part of the currency reserves under a real gold standard to-day as was 
believed to be necessary 27 years ago. We have, however, always to keep 
in mind the special circumstances of India. She has to-day sterling and 
rupee securities equal to about four and a half times the value of her 
gold coin and bullion in reserve. It is neither feasible Dor desirable that 
the sterling securities should be realised and converted into gold forth
with, or in any manner other than the aafest and most gradual to the 
markets of the world. The proportion of gold to securiti.. in the 
currency reserves, set out in Paragraph 145 of the Report, demonstrates 
the necessity of the free inflow of gold into India being permitted in the 
normal course. 

The importance of the fT.e inflow of gold. 

51. It has, however, been claimed that for the speedy reconatruction of 
the currency systems of other important countries disturbed by the War 
the greatest possible economy should be exercised in drawing on the 
world's stock of gold. The co-operation of these other countries in this 
connection, either with each other, or with India, iI, howeve" neither 
assured, nor within sight, so far as I am aware j each is pursuing ita 
individualistic national policy. If at any stage an international agree
ment should be framed for the economical distribution of the world's gold 
Bupplies, II am confident tha.t India would be prepared to exercise -:If
denial in her gold requirements in proportion to that of other countnes 
whose currency reserves were parallel to her own. But it is of paramount 
importance that any regulation of the inflow of gold should never ~ 
attempted by executive action, or by the currency authority. The main 
principles of the gold standard should be embodied in etatut.es, and 
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varied, if necessary, only by amendment to such statutes, i.e., with the 
fullest publicity and the concurrence of the Legislature. India is fully 
alive to the commercial importance of sound monetary systems in all the 
principal countries, and given the safeguards I have indicated, will 
always be ready to play her part in the proper oo-ordination of the 
monetary polioy of the world. On the other hand if any discretionary 
power vested in the currenoy authority· is used to interfere with the free 
inflow of gold, without legislative sanotion, certainly for the next few, 
yeara at lea.st, the old suspicions regarding the currenoy policy will be 
revived, and the miasma of distrust, which we are anxious to dissipate, 
will be raised anew. 

52. Non-interference with the free inflow of gold into India, exoept 
with due publicity and the oonourrence of the Legislature, is, therefore, 
to my mind of paramount importance. I regard this 88 the foundation 
of the Indian ourrenoy system we are recommending and as the most 
vital faotor in ensuring the fulleat confidence of the people in the policy 
adopted. Confidence is one of the two essential desiderata in any reform 
01 the currenoy syatem; and this view has the support of Sir Basil 
Blackett, the Finanoe Member. Subject to the condition outlined above 
being unequivocably guaranteed, I am in agreement with the gold bullion 
standard as reoommended by my colleagues. 

Demo .. 'ti",tio.. 0' the 8o~..,.ig,,". 

58. My oolleaguea regard the demonetisation of the sovereign and the 
half sovereign as a necessary part of that standard. The sovereign and· 
the half sovereign are the only gold ooins legally current in India since 
1893. I regret that I am unable to appreciate the neceasity of this 
recommendation. I am not aware that any other countries, with a gold 
standard, and a central bank as the currenoy authority, have found it 
necessary to demonetise their gold coin. Indeed, several witnesses in 
London have expr~ed doubts whether either England or America would 
be prepared even to consider the adoption of such a oourse. But as nine 
of my colleagues are convinced of th& necessity of demonetising the 
sovt\reign and the half sovereign as essential to the eatablishment of a 
p,:old bullion eta.ndard, I am prepared to view with diffidence my inability 
to see eye to eye with them, and do not press my obiection beyond record
ing my own opinion. 

My oolleagu .. hope that when the gold reaerves of India are adequate, 
the people of India may not want a gold mint. I ohare their hope. But 
if when that stage is reached other important conntries have Dot 
demonetised their gold coin, then we must, human nature being what it 
is, be prepared to lind the India Legislature aaking for a gold mint. 
though, in all probability, gold coin will be a. little ueed in India then as 
it now is in the West. 

A PROPOSED SCHEME FOR A GOLD CURRENCY. 

55. I think it necessary to record the very laudable departure made 
by Sir Basil Blackett in the history of the Government of India, by 
appea,ring' before us peraonally at the very start of our deliberatioDB to 
gift us the benefit of hi. expert knowledge and experience of the require
ments of India, and his own views as to the most. suitable currency system 
for the ocuntry. Be a1so allo....d two important ofIi<:ere of the Finauoe 
Department of the GoftTUment of India to appear before us in their 

• As recou.mended in Pars. 104 and 166 of our ReporL Vide DespaScb 
No. 61. daled 24\11 April 191., from Sec.e\ar7 of SU\e to Go_, of 
India, Enalooure: "No\e referred to in '" "-Appendix 97. 
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personal capacity, and the difference in views expressed by him and by 
l\fessrs. Mc""'atters and Denning only serves to show that the latter 
were expressing views without being trammelled by office or tradition. 

Ground. lor R.j.ction. 

56. While I subscribe to the conclusion arrived at bl' my colleagues ill 
regard to Sir Basil Blackett's scheme, I cannot hut disagree with some of 
the reasons adduced in support of that conclusion. In the first place, I 
do not believe that the introduction of a gold currency can jeopardise 
the note circulation, except perhaps at the outset, when popula.r curiosity 
may create a certain amount of demand for gold currency. Such 
curiosity, however, would only be small in extent and temporary in 
duration. Instead of the replacement of DOtes by gold currency, as 
apprehended, the ready convertibility of notes into gold will, if a.nything, 
increase the confidence of the people in paper currency, and to that 
extent promote its circulation further. In the second plnce, I cannot 
agree with the observation that "the mere act of putting gold into 
-circulation would not develop the banking and investment habit" 
in India. I agree with Sir Basil Bbu:kett when he said that" the intr~ 
duct ion of gold into circulation, although it is a wasteful and expensive 
system, is necessary in Indian conditions to inspire confidence in the 
people, and provide the stimulus which is badly needed for investment 
and the banking habit in India." 

57. The two essential desiderata in any reform of the currency system 
{)f India. are, aooording to Sir Basil Blackett, and as also accepted by 
my colleagues, U that the Indian people should have full confidence in 
their currency, and that the system should be reasonably intelligible to 
them. II I ha¥e no hesitation in accepting Sir Basil Blackett's recom
mendation that the quickest and best method of ensuring this oonfidem-e 
is by making the internal currency absolutely convertible into gold coin 
at the will of the holder, as a necessary step U in ,the direction of the 
still more ideal form of currency, viz., an international Exchange 
Standard by which I mean a paper currency inconvertible internally, but 
freely convertible on a. gold basis for external purposes." 

58. It remains only to emphasise that Sir Basil Blackett ha.s based his 
calculations of the cost of his .scheme for a gold standard and a gole! 
currency on assumptions which throughout have deliberately been made 
to err on the side of safety. The actual cost would, according to him, 
be considerably less than his estimate of Rs.l! crores per annum for the 
first five years and from Ra.611 lacs to Rs. 112 lacs per year thereafter. 
The apprehensi{)n that the coat to India will be increaaed by an indefinite 
and Don incalclllable amount due to the replacement of notos by gold is, 
aa mentioned abo,e, groundless and need not seriously be considered. 

59. The Fowler Committee had considered a suggestion made t.o it to 
borrow for the purpose of introducing a gold currency. But they rejected 
the suggestion. There may be people to-day anxious to disregard the 
increased cost involved in the introduction of a gold currency by this 
method, particularly in view of the departures made from the Fowler 
Committee's recommendations, in preference to a gradual process of 
acquisition of gold. The only reply to such impatieut enthusia'Jts would 
be the advisability of India doing nothing to retard the reconstruction of 
devastated Europe, If it cnn be avoided by a slower and more natural 
process of ACCnmulating gold fol' her requirements. 

60. All the same, el"en though I also cannot a.ooept Sir Basil Bla(,kctt'. 
scheme, I should like to record my sense of appreciation of the service 
that he has rendered to India in clarifying once for a.lI, with the weight 
of his knowledge and experience, the fundamental requirementa of her 
currency system. 
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In.-A CENTRAL BANK FOR INDIA. 

61. The main question to be determined in regard to the authority to 
which shall be "entrusted the working of the Indian currency system is 
.. hether, as recommended by my colleagues, a new Bank should be 
'tartedJ to exercise the functions of a Central Bank, or whether the 
Imperial Bank of I nwa, which now performs some of the functions of a 
central bank, sball be developed into the Central Bank of India. The 
tirst scheme would involve the existenoe of two banks working side by 
aide, each supported, wholly or in part, by the user of the Government 
balances. Whilst fully appreciating the reasona which have induoed my 
colleagues to propose the creation of & new central bank, and recognising 
that thia is perhaps the ideal system, in the special condi£iona of India I 
am of opinion tlhat the ends in view, for 88 far ahead &8 We can see will be 
better served by developing the Imperial Bank of India into a fuU
lIedged central bank. It is contended that if the Imperial Bank of India 
is developed into a central bank, some of ita commercial activities will be 
curtailed. I apprehend no serious curtailment. On the other hand, I 
consider that luch curtailment of the commercial business of the Imperial 
Bank whiob might follow its conversion into a central bank would conduce 
to. the growth of new banking institutions, ata.rted by private enterprise 
in India. The bulk of the business laid down for the propoeed new 
Central Bank can all be tranascted by the Imperial Bank of India as tile 
Central Bank. In some cases, it would only necessitate a change in the 
method or form of its business. 

Sui/abi/itll 0' ,/0, Imperial Ba .. r. 0' I .. dia. 

62. It is ssid that if the Imperial Bank is developed into a Central 
Bank .. the country would lose the benefit of the elaborate and wide-
6pread organisation which has bean set up through the length and 
b .. adth of India to make available to the oommunity the increaaed 
commercIal banking facilities which are 80 urgently needed and to aasist 
in fostering among the people a8 a wbole the habit of banking and 
investment." I do not think that this neoessarily follows; it is only 
n£'CeSSRry to mention the model of the Bank of Franoe, which success
fully discharges hoth tbe funetiona of a Central Bank and those of .. the 
initi.tor 01 banking facilities" through mo .. than six hundred branches. 
It is admitted that in India ""'"' but a State-aided bank has either 
found it possible systematically to develop branches, or is likely to be 
able to do ao in futuN. The importance of spreading banking facilities 
throughout the lengtll and breadth of the land needs no emphasis. 
Every previous eurrenoy inquiry haa laid stnss upon it; but from the 
tIme of Mr. Bombro'. minute in the Fowler Report .f 1899 till to-day 
the progress has bean lamentably slow. Tbe bank in India with the 
largest number of branches i. the Imperial Bank; the nnmber of these 
i. only a hundred and Biny-four, yet witneosee of authority bave stated 
that India need. thousands of branch banks. "It is imperati ... that the 
Go ... rnmont of India should for years to come regard the rapid utenaiOD 
of banking facilities 88 an .... ntial and urgent part of ita financial 
polky. 'QUa caD be """"mplisbed only through the atrongest banking 
iustitution iD the _ntry. No rival therel ... should be allo~ to 
impair the p .... tige and authority of the Imperial Bank of India, and 
DO divisiOD of the Government funds between it and another inatitution 
should .... permitted to .... triet ita capacity to opeD new, and even 
temporarily unprofitable, braacbea which are .... ntial to the mobilis&-, 
tion of th .. """uroea of the country. 

6S. Moreoftl', I do DR see at preaent, or for sevenl years to come, 
any """pe for two banks 1I"Orking Bide by side, one fully, .... d the other 
partially, with Go ..... nm.nt ... pport. My colleagues recommend tha\ 
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the new Oentral Bank should only re-discount drafte. The present 
currency and popularity of drafta in India is limitad, though they are 
not by any means a new feature in its banking system. In fact, they 
have been used for generations; but, during the last 50 years or more 
the tendency has heen to work on credita on the lines of the Scotch 
banks. The system recommended. by my colleagues may perhaps be 
evolved in course of time; but for the present 'there will be compara
tively few bills availahle to the Oentral Bank, and certainly fewer still, 
if any, with the signatures of banks. For, at the moment, the most 
active banks in India are the Exchange Banks which wonld go to the 
Central Bank to re-discount external bills-they do not discount internal 
bills, or hu.ndu, to any appreciable erlent--only when the Central Bank 
rate for re-discounting is lower tha.n the discount rate in London. 
Judging by past experience, I do not foresee such a contingency; and 
I fear that the Oentral Bank may find very little business available 
to it, unless it competes with the Imperial Bank. My apprehension, 
therefore, is that either the Central Bank and the Imperial Bank will 
have to compete with each other, or the Oentral Bank will not find 
sufficient scope for business to employ ita funds. Either result would, 
to my mind, be undesirable. My question, therefore, is: Why multiply, 
if it can be avoided, institutions, supported by Government balances? 

M. On these grounds, therefore, I recommend the evolution of the 
Oentral Bank from the existing Imperial Bank of India, instead of by 
starting a new bank in addition thereto, as reoommended by my 
colleagues. This would necessitate restriction of the earnings of the 
Imperial Bank of India. Such a restriction would neceaaarily he confined 
to the present rate of dividend, as the minimum, because the Imperial 
Bank has been earning it for several years. Over and above that 
minimum the increased dividend should be limited to 2 per cent., on 
the lines recommended in the scheme outlined by my colleagues. Unless 
the shareholders of the Imperial Bank agree to such restriction of their 
dividends, there will, of course, be no alternative left but to start a 
new Oentral Bank. 

IV. STABILISATION OF THE RUPEE. 

65. My colleagues recommend that II the rupee be stabilised in relation 
to gold at a rate oorresponding to an exchange rate of u. 6d. for the 
rupee." The main grounds OD which this proposal is made is that ODe 
shilling and sixpence is the de facto ratio, and that prices, wages, con
tracts and public finances, in other words, conditions generally, have 
either substantially adjusted themselves to it, or Ie the least injury will 
be done to all intereata by adhering to that rate." I am unable to 
accept any of these premises, nor the conclusion it is BOugbt to draw 
from them. 

(i) TBB DB FACTO RATIO. 
66. The legal atand .... d of money paymenta in India recommended by the 

Herechell Committee in 1893 was one shilling and fourpenoe to the rupee. 
That standard W&8 accepted by the Fowler Committee;n 1899, and offioially 
adopted by the Government of India. It rem&ined tbe efrective.standard 
until the 28th of August 1917, when, in conseqnenoe of the abnormal rise 
in the price of silver caused by the War, the Government of India raised 
the rates for the eale of Council Drafta to correspond roughly to the price 
at which silver for coinage could he bought. The Babington-Smith Com
mittee recommended, in their report dated tbe 22nd of December 1919, 
that an entirely new ratio of 2.<. gold to the rupee should he _bliohed. 
The Government of India, despite earnest entreaties in the Imperial Legi~ 
lative Council, pasoed the legislation necesaary to eatabliah otbe rupee at 2 •. 
gold in September 1920, when the actual rate was h. 4M. gold, and gold 
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prioes were slowly, but unmistakably, falling. This rate, which was placed 
on the Statute Book, was neirther the de lacto rate, nor was it warranted 
by world conditions. The operations undertaken to establish and m·aintain 
this unnatural rate were:-

(a) Sal .. of Reserve Counoils, £55i millions. 
(b) Defla.tion in India to >tIDe extent of &.85 erores. 

The Government of India dared not proeecute the experiment after these
operations. The attempt to st",hilise the rupee wt 2 •• gold was adandoned; 
and the value of the rupee was allowed to adapt itself to market conditions 
witho~ any further attempt artificially to control it. Ind';a reooted to 
the violent fluctuations in prices in other pa.rts of the world., and the
rupee varied from 11:1!rd. to 1 •. :lid. gold, from August 1921, to September 
1924. 

Til.. Opportunity of 1924. 

67. When, in Septemi>er 1924, >the rate was approximately 11. 4d. gold 
(i·t "anged during the month between 11. 5id. and 1 •. 6d. sterling), sugges
tiODS were mnde oflioiaJly to the Government, in the Legislative Assembly, 
to restore this ratio 010 the Statute Book, in plaoo of the fictitious ratie> 
of 2 •• gold. The Government of India declined to favour these proposals. 
Their telegram of the 11th of October 1924 (when exchange wae .. hout 
11. 41<1. gold) to the Secretary of StwIJe shows that their polioy then was to 
look for, in their own words, cc a permanently higher rate than h. 4d. 
gold." Subsequently, when in April 1925 the pound sterling reached gold 
parity. the Government of India were able to talk- of rthis new ratio lIB 

h. 6d. gold, instead of h. 6d. sterling. The unavoida.ble oonclnsion i. th .. t 
tho Government of India could have stabili .. d the rupee wt Is. 4d. gold 
in Septemher 1924, thue restoring the 10ng .... ta.bJised legal standard of 
money payments, if it had chosen to do so. 

How the rat •• f b. 601 • ...... roach.d. 

68. It has furth ... to he oonsidered how oiihe rate of h. 6d. sterling was 
attained. The pre-war average expansion of currency in India was over 
Re.20 cror-eS per Moum. During the last four years the net expansion or 
oontraction bas been 8S follows:-

19~1·2 ... 
192~-8 ••• 
1923",( ... 
19U-li ••• 

Year. 

I .. ·Cror ••• f Rup •••. 

Rupess and 
Notes. 

- 1 .' 
-6 
+151 
+ 1 

S~vereign8. 

+8 
+9 
+ 7 
+15 

Nett. 

=+ 2 
=+ 3 
=+221 
=+ 16 

+ 481 ....... 

The &\"erage apansion was therefore 11'12 crores a year. No wonder 
that the Imperial Bank of Indi .. rate weDt; as high as 8 per cent. toward. 
the end of 1923, .ad remained there for the lirst half of 1924, money in the 
chief trading centN!r8 of India being not available even at that rate dur~ 
ing the period I Indeed. in the Viosroy's telegram to the Secretary of 
State, elated the 8th of Octoher 1924, it is admitted .. that the stringsncy 
in the marbt is tlM direct outcome of Government action in contraMing 

• Vide Appenrliz 98. Telegrams from Vicoroy to Secretary of Stale dated 
81h October 1924 and 11th October 1924. 
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currency, or rather in placing strict limits on ,possibilities of expansion 
. . . • We should have difficulty in refusing to provide more 
generously for additions to currency even if we wished to do SoD a.nd there 
is serious risk of a. financial crisis if we keep the screw on too tight."· 

69. In fact, the efforts O'f the Government in preventing the normal 
expansion of currency had reached such a. stage by October 1924 Ithat the 
Secretary of State expressed himself as follows in his telegramt to the 
Viceroy, dated the 10th of October 1924:-

" It seems to me, however J that the vital consideration is not 80 muoh 
lihe actual level of exchange at the moment as the avoidance of such 
ahnorm'sl stringency as might threaten the financial and economic 
position." 
. Thus ratio of Is. 6d. sterling was attained by official administration of 

the currency. 

70. Whilst the currency was being administered in this manner, tho 
natural corrective to rise in Exchange--the tender of gold at the Currency 
Office6-lWlB made impossible for practical purposes by the retention of 
the fictitious ratio of 28. on the statute book. The gold imported into 
India as genuine cover for her favourable balance of trade could not 
function as currency! and was a mere commodity. Under such condi
tions, and by such actions, it was within the power of the Government 
of India to establish almost any rate, and to maintain it for a time. 

71. It might be contended tha.t the ra.tio of 1 •. 6<1. has been established 
sinoe October 1924, and that therefore it should be aooepted .. the d. 
facto rate. Let us, however, be quite clear about this. Sterling was not 
on parity with gold in recent years till June 1925. From October 1924 
onwards the rupee was not h. &I. gold, but 1&. &t. sterling. The rupee 
did not reach h. 6<1. gold till June 1925, when sterling ,""""hed gold 
parity, and this rate has, therefore, now preva.iled only for a year.§ 

72. Account must also be taken of the manner in which the rupee has 
been maintained at 11. 6d., even in the very favourable conditions of the 
day, when [ndia has experienced four good harvests in succession. From 
March 1926, there was a visible lull in exports, believed to be temporary 
and the rupee immediately sagged. Possibly this tendency was later 
aggravated by speculation but the subsequent history of the Exchange 
does not indicate that such speculation, if there was any, was a serious, 
or more than a temporary fa.cWr. The rupee was maintained at 
!.s. 6d. only by the deflation of the currency by &.8 crores, during April 
last, and by an offer by Government through the Imperial Bank of India 
to sell Reverse Councils at 1,. Sid. It has been argued that as Govern
ment used. its resources to prevent the rupee from rising above Is. 6d. sterl~ 
ing since October 1924, conversely, it was justified in taking administra
tive action to prevent it from falling below Is. 6d., I cannot accept this 
contention. Unlike other countries with their currency, Government 
deliberately rejected the opportunity of stabilising the Rupee at its pre
war ratio, when reached. Insisting as they did on retaining the legal 
fictitious ratio of 2s. Govez:nment prevented gold from being tendered 
at the currency offices in settlement of [ndia.'s balance of trade. They 
thus exposed the Indian exchange to the risk of a rise to a.ny height (let 
telegram from the Viceroy to the Secretary of State, of tAle 11th of 

- -- - ------ ~--

• !See AppendIX 9ij. Telegram from Viceroy, 8th October 1924. 
t See AppendIX 98. Telegram from Viceroy, 10th October 1924. t See Appendix 98. Telegram from Secretary of State, 15th Octob>r 1924. 
9 The rates ruling in September and O..:tober 1924, were as onder :_ 

September: h. 5.'.£1. sterling = II. 3~d. gold. 
October: h. 5Hd. sterling = h. Hd. gold. 

'fI Vide Appendix 98. Telegram from Secretary of lltata 10 Viceroy, 19th 
November, 1924. 
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October 1924), and it is a mercy that they did not select a higher rate 
than h. 6d.. at which to intervene. That does not, therefore, doro an.,.v 
justification for administrative action to prevent the rupee from finding 
its natural level downwards. Indeed, if it is contended that the course 
<>1 the rupee both ways can justifiably be regulated by manipula.tion, 
there was no necessity to refer to this Commission the question of the 
ratio which has been made a lait accompli by administrative action, as 
10reshadoW<ld by the Secretary of State himself' in his telegram to the 
Viceroy of the 24th of September 1925. And, under the oircumotanoea, 
this Executive action must be regarded as calculated to prejudice both 
-our enqniry nnd our findings. 

The Bati. and tho Legulat ..... : 11 Pledge. 
78. It is true that there is no Statute governing the selling of &verse 

-Councils; but it will be recalled that .fter the fruitless and prodigious 
ules of 1920, Sir Maloolm Hailey, then Finance Member, gave an under
taking to the Lagislative "soembly, on the 24th of January 1922, in the 
following terms:-

U But there may nevertheless still 'be some who fear that we may be 
intending to use these HServea artifically to raise exchange. Now the 
method by which we could utilise these reserves would, of course, be only 
that of re-opening the sale of Reverse Councils: and I can give the 
Assembly this much guarantee, at all events, that we should not re-open 
the sale of Reverse Counoils in order to maintain exchange or to raise 
.exchange in the manner suggested, without first coming to this 
Aoaembly."t 

I coll6ider that the recent Executive action in making a.n offer 
for the 881e of sterling, as it is put, is nothing but an otter 
'by GOV(llrnment to sell Reverse Councils, without 11Bing these words. 
The Assembly was in session till the end of the third week in Mareh last, 
and exchange had shown signs of weakness even then. The Government 
of India in their 1lelegrnml of the 19th of M .... oh, to the Secretary of .
State. referred to what they called the recent U pronounced weakening 
,uf exchange II which II makes it desirable that we should be prepared for 
possibility that "" • .hange may decline to lower gold point ... determined 
on basi, of lSd. gold rupee." The Go ...... ment conld well have approached 
the Assemhly for their coneurrence in ofi'ering to sell Reverae Councils, 
-cr to sell sterling, as it is put, on a contingency arising. In relation to 
the Assembly, th6n.fore, this action on the part of the Executive was 
-nothing short 01 a breach of faith. 

74. It i. important at this point to mention that the Legislature in 
India has shown a sustained interest in the question of a suitable ratio 
lor India in place of the ineffective 2 •. ratio. The late Sir Vithaldea D. 
Thnckeroey moved a resolution in the Assembly on the 24th of January 
19".l2, and a full report of the debate raiaed on it is given in the Aoaembly 
Debates, Vol. II, No. 21. Sir Malcolm Hailey ... ured the 
mover of the resolution that II our power of. rapid de.8.ation 
is by no means considerable'-' and repeated that CI when the 
Secretary of Stete sells Council Bills he ceases to have any power 
to :raise eXt'hange." Sir Vithaldas Tha("k~I'SeY, replying, expressed 
lli& fear- that U when the opportunity occurred, u the Secretary 
of State would use hiB power to manipulate exchange. Even with the 
guarantee that Re'l"&rSe Councils would not be .old until the Assembly 
had been consulted, he urged that exchange could artificially be raised 

te:~~9~t.pendix 911. Telegram from Secretary of Sate '" Viceroy,:I4th!:lei>" 

tVide AaJemhly Debatee, Vol II, No. 21. 24th January 1922. 
t Vide APf"lIldil: 9>l Telegram from Secrelary of Sate to Viceroy, 24th 

Seplomber 1925. 
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if the Secretary of State refused t.o sell Council Bills when trade demand 
arose. Sir Malcolm Hailey reitera.ted that in the circnmstances the 
Secretary of State's power to influence exchange was very small. 

15. In March 1921, in a debate in the Council of State, the Financial 
Secretary to the Government stated: U If there is going to be any funda
mental change, any new rate to be settled or any attempt at a permane~t 
solution, neither the Government of India Dor the Secretary of State Wllt 

. do this off his own bat." 

76. Events have justified the apprehensions of Sir Vithaldas Thacker .. y. 
Deflation has not yet taken place by the methods which he feared, i.e., 
by sales of ReV81'Se Councils or the withdrawal of the Secretary of State 
from the market. But deflation, and a consequent raising of exchange, 
has been accomplished by preventing the expansion of the currency to 
the extent normally required by India, as evidenced by the pre-war annual 
average of expansion. In fact, the Government of India themselves 
pleaded with the Secretary of State in Paragraph 3 of their ·telegram" 
to him of the 4th of November 1924, when they pr .... d for authority 
to prevent the exchange rising above h. 6d., in the following words:-

H We doubt whether suflicient weight has been given by you to 
the great improvement in internal economic conditions which has 
take .. place in India, and to the check which in the last few years 
has been placed on the expansion of currency. In the last two years 
the raw materials of India have been in great demand, with the 
result that there has been a substantial trade balance in her favour." 

In a word, India has been starved of ber natural currency requirements 
and this operation, being equivalent to deflation, has been effective in 
raising the rate of exchange. 

Authariti •• Vi.w. on Artificial Measure •. 

11. Two distinguished authorities in thelinanciaJ word, the Right Han. 
Montagu C. Norman, Governor of the Bank of England, and Mr. 
Benjamin Strong, Governor of the Federal Reserve Bank of New York, 
have expressed their view8 on the question of the ratio as follows:-

Q. 14,385. SiT P. Thakurdaa: It does not matter, then, in your opinion, 
whether the present rate is stabilised by natural means or by something 
which is artificiaIP-Mr. M01ltaou Norman: If I was aware of the 
existence of an unnatural position which had resulted from the adoption 
of excx:ptional measures, that might change my view; but, 88 I under
stand. It, though I have not studied the question, it has been generally 
speakmg by natural causes that the Indian exchange haa come to be 
where it is, and to remain there over a long period' and I see no reason 
to advocate that it should b. altered. ' 

Q .. 15,473. Ch.ai"?G~: Are you able to consider the matter from the point 
of View of the statistical position of the reserveP-Mr. Benjamin Strong: 
I should say that the three main considerations would he first the 
domesti~ r~~jU8tments to a given price of the rupee j the extent to ';'hich 
any artifiCiality has entered into the management of the external price' 
and the size of the reserve. ' 

I wonder if these two eminent anthorities would have much doubt about 
the nature of the conditions under, and the measuree by which the rate 
of h. 6d. haa heen attained and maintained. 
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78. On all these grounds I am strongly of opinion that any recommend .... 
tion to fix the rupee at h. ad., because it is the d. locto rate, is not 
po. '0, entitled to the slightest weigbt. The ratio of the future must be 
decided on weightier considerationB. 

(ii) ADms"""""s TO .. Is. Gn. RATIO •. 

79. The main point for examination is whether there are any economic 
adjustments to the current rate of Exch ..... ge still incomplete, and which, 
after stabilisation of the rupee at h. Gd. will involve a disturban.., of 
exilting conditions. Such aD examination should be in the following 
direct.iolla:-

(1) Whether the adjustments are complete, and if incomplete, in 
what direction •• 

(2) In the latter case, the period required for complete adjustment. 
80. No evidence haa been forthcoming, even from experts, as to the 

time necessary in India for the aBSentia! adjustments to take place. Mr. 
Keynes, in a brochure issued when Great Britain returned to the Gold 
Standard, in April 1926, indicates that in a oountry like the UDlted 
Kingdom, a period of about two years is necessary for adjustments tn 
take plaoe to a 10 per oent. variation in Exchange. U this i. 80 in a 
country the bulk of the trade of which consists of exports and imports, 
compared with which, the internal trade is small, in the case of India, 
where the propodions are reversed,· the period must undoubtedly be 
longer. 

S1. The important. directions in which adjustments have to be sought 
should include at loas! the following-

(I) Prices. 
(II) Wages. 

(I) PMC .. : G .... rol CoRrid.roti ...... 

82. It ia a historical fact that prices rise during wars, and gradually 
faIl after peace. The Babington-Smith Committee was led into believing 
that price. would remain nlare or I ... on the high level at which they 
stood at tho end of 1920; and that was an important ground on which 
thay recommended a ratio of 2.. gold to the rupee. Since then, prioea 
ha ... fallen. The oonsensus of opinion, both in the United Kingdom and 
in America, appears to be that the p ...... nt level of prioea will at best 
only be maintained. Where.. doubt about stability in the future w .. 
expressed, it was in the direction of a fall. No one has ventured to 
predi.- that gold prices will rise; the monetary r<ICOnstruction of 
European countries and the-ir economio recoverYt and the present 
isolation of Ruasia, are 8uch important factors, that :this is not 
apprehended. 

as. For the purpose of this uamination the prioas that have to be 
taken into consideration are (1) prioas of articles exported from India: 
(2) prioea. of articles produced and oonsumed locally; (3) prioas of 
imported articles. 

Articl .. 01 t<qJOri. 

Regarding (1) articles of upon, the bulk of thess have to be sold 1m 
competiti ... world markets, and their pri..., governed by world pri ..... 

• Vido Appandi:c 2S-Dr. Balkriahna's wrii_ .... lemon .. U Do_tic Uade 
ftI"nII foreign vade. U 
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automatically adjust themselves, practically from day to day, to the 
prevailing rate of exchange. Even in the .case of articles like jute, in 
which India enjoys a monopoly, there is an upper limit of price beyond 
which the effective use of substitutes is resorted to. If, therefore, thllll' 
rupee is appreciated to a point at which, during the period of nOD~ 
adjustment, the Indian cultivator cannot reduce the prices of exportable
articles to the world level, he will miss the world market when there may 
be a demand for his produce. He must either sell his produce at once at 
8 loss, or be forced to hold on for a hetter pri~J which, however, WOlllJ 

expose him to the risk of having to sell his produce later at 8 time when 
the world's demand has been met from other sources, and conseq uently, 
to accept a still more unremunerative price. He must sell his produce 
sooner or later, for his holding power is low.- While, therefore, prioe 
adjustment in the case of articles of export must be complete at any 
moment, and at any rate prevailing, the Indian cultivator is exposed to. 
this serious risk pending adjustments in other directions. 

Produce consumed locallv. 

84. Regarding (2) Indian produce locally consumed, this is not nearly 
as- sensitive to exchange ft.uctuations. The higher or lower purchasing 
power of the rupee in terms of gold should ultimately be reDected in the 
prices of these articles, but the adjustment is neither automatic nOT 
speedy. For instance, if the price of wheat in the world market falls. 
wheat sells at a lower price for local consumption in India.. The great 
millets, Jowari and Bajri, consumed by the poorer classes in India,. 
always sell at a price level below that of wheat. Should wheat fall so 
as appreciably to narrow the normal margin of difference, either the 
millets are sold more cheaply, or consumers may take to wheat. No on& 
(!8n say at what point this substitution takes place, and it is difficult 1;0. 

estimate t.he time or the extent of the narrowing of the margin between 
these r,iaples. But it is beyond doubt that everything else, such as 
seasonal conditions, being normal, the reaction of prices of Bajri ano. 
Jowari to a fall in the price of wheat would take a considerable time. 

A.rticle. 0/ Imparl. 

85. Regarding (3), articles of import, it is true that a higher exchange
would make these articles available to the consumer in India at a lower 
rupee price. To that extent, the consumer benefits; but here the qaestion 
arises as to the proportion of imports which are consumed by the masses 
of India. This has been given at various percentages of the total importco 
of India, the highest being 40 per cent. and the lowest 1 per cent. In 
the absence of official information, one can only name these two extreme' 
estimates. 

86. The conclusion to . be drawn from these premises is that while 
adjustment in the price of articles of export to the rate of exchange is 
complete ~t any time, until the other adjustments are complete, the 
producer 18 exposed to serious risk of loss. For articles entering into 
the internal trade, the proportions of which are many times larger than 
the external trade, no reliable data are available of the adjusimenta that 
have taken place till now to the pre-w81' rate of exchange. These are 
only assertions without proof. Regarding imported articles, the benefit 
from a higher exchange is immediate; but the proportion of Buch benefit 
accruing to the masses is l"sry small, estimates ranging between 7 per 
cent. and 40 per cent. of the imports . 

.. Oompare Fowler Committee Report p. 25 middle paragraph, Minute of 
DlBBent by Mr. Robert Campbell and Sir John Mnir. 
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Th. Co ...... 01 I"di ... Pric ••. 

87. In the light of these general considerations, it is instructive to 
(:xo.mine the recoll!mendation that the rupee should be stabilised in 
relation to gold at a rate corresponding to an exchange rate of Is. 6d. 
for the rupee, The chief reDson advaDced by my colleagues in support of 
this reoomme-ndation (Paragraph 176 of the Report) is their conviction 
t.hat at the present rate of about 1.". 6d . . " prices in Indin have already 
nttaineu a subst.antial measure of adjustment with those in the world at 
large, and as a ooro11o.ry that any change in the rate would mean a 
diffil'ult period of readjustment, involving widespread economie distur
bance, which it is most desirable in the interests of the people to avoid, 
1m! whi('h would in the end be followed by no countervailing advantage." 
\Vhile recognising that U indes: figures are not an infallible guide, and that 
there are many directions in which they might lead on& astray/' they 
consider that Bu(.'h tig,urea nre C( more reliable in indicating the trend of 
prices in each single country than in comparing the relative levels of 
prices in two or more countries. I) 

Til_ Argum.nt. 01 my Coll.ague •. 

88, Treating the statistics" in the most generalised way u they observe 
tbat during the eighteen months from December 1922 to June 1924, when 
the rupee was worth about 18. 3d. gold, the rupee price level ranged round 
a mean of about 176i that in the succeeding year, when the rupee was 
rising to 15. 6d. gold, the rupee price level feU below 160, since when, 
while the rupee has remained round about 11. 6d, gold, the rupee price 
hn'el hR8 ranged round a mean of about 158, with recent tendency to fall 
in s,vrnpnthy with world prices. They then proceed by means of a graphic 
I'u(ll'esentation (Figure 1) to show that prices in India in terms of gold 
hnve, since the middle of 1922, generally moved parallel to movements in 
world prioes in terms of gold. This is, of OQuI'6e, as it should be; for 
after all, there is such a thing as a world price level measured in terms 
of gold, to "hich price,:, in any country, measured also in terms of gold, 
must in general trend corre6pond, if not in actual level. If Indian 
()ficas in terms of p;old have moved approximately parallel to world prices 
in tel'ms of ~ld, English prj( ('S in terms of gold have done the eame. I 
shall therefore- ronfine myself to movements in India rupee prices. 

Sir Ba,il Blackett'. A~gum_ .. t. 

89. Sir Basil Blackett in the .. idence that he gave before UB on the 
24th uf November, 1926, also contended tl,at U substantial equilibrium of 
prioes had been attained" to a rate of h. tid. because II British, A.merican. 
alld Indian prices have come together at a ligure about 160." (Q 27.) He 
added, bOW8\'er: U But 1 am not quite lure what value is really to be 
nttacbed to any at the:se index numbers, and particularly to the Indian 
one. It i. bard to be sure that it is oompletely valid. At the same time 
it does suggest tbat prices have now come tt"'getber . ~ ~ You will see that 
there is a qonsiderable fnll in Indian pri.ces under certain heada when you 
get illl.o details." (Q. 27.) 

90. '1'lIe argument .... that because the index numbers of wholesale 
pric .. , in India (in rupees), in the United Kingdom and the United States 
of Ameriea (in gold) were at the moment aU at .bout the same level, 
Indian rup(>6 prices had U generally speaking" adjusted themselves to 
h. tid. If there is any value to be attached to index Dumbera-and Sir 
Basil Blackett is tc Dot quite sure" wbat. value can be attached to them 
-they load to a V1.!'ry different conclusioR. 

II 
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The GOUTse of Price. from Jun., 1925. 

91. Early in June, 1925,* the rupee touched Is. 6d. gold. The Calcutta 
index number for that month was 151. For February this year the 
number WflS 158, and for .March 155. In between, it was 160 for July, 
157 for August, 158 for September, 160 for October, 164 for November and 
163 for December and Janunry. In other words, after the I'upec touched 
Is. tid. gold in June, 1925, for six months there was a progressive rise. 
(And even in March, 1926, the level was only two points lower than in 
June, 1925.) On 'the other hand, sterling reached its pre-war parity 
also in June, 1925. The index number or sterling prices for that mouth 
was 158.. Since then it steadily fell to 149 in Febcuary, 1926. In other 
words, since sterling reached gold parity there was up to Februal·Y. 1026, 
a fall of nine points in the British index number, compared with a rise of 
one point in the Calcutta number as between .June, 1925 (when the rupee 
also touched lB. 6d. gold), and February, 1926. 

92. Taking Bombay prices, from July, 1925 (on the first of July tbe 
mte was Is. 6hd.), to February, 1926: 

(1) Dombay wholesale prices fen from 158 to 152, Le., 6 points; 
(2) U.S.A. gold prices fen from 160 to 155, i.e., 5 points; 
(3) United Kingdom prices fen:-

(a) Board of Tradet-157 to 149, i.e., 8 points. 
(b) Economistt-165 to 154, i.e., 11 points. 
(c) StILti.tt-15S to 150, Le., 8 points. 

It would appear, therefore, that the fall in Bombay prices was due to 
the fall in gold prices themselves, and not to any adjustment of Indian 
prices to lB . . 6d. 

93. The course of Calcutta prices in this period may perhaps be due 
to the predominance of jute and tea in the Calcutta index number, and 
to the marked fluctuations i,n jute during that period. Omitting these 
two commodities from the Calcutta number, the fall between July, 1925, 
and February, 1926, Wa6 5'3 points, a figure which corresponds very closely 
to the fall in Bombay prices, and in gold prices themselves, and reinforces 
the conclusion thnt such a faU is no part of an adjustment of prices to 
the higher exchange rate of Is, 6d. In other words. it cannot be 
contended that there has been any adjustment in Indian ori.ces &;nce 
the Rupee touched Is. ed. gold in June, 1925. 

TlltJ Oouru 01 Price. from December, 1922, to June. 1925. 

94. I shall now examine the coutention in Paragraph 187 of the Report 
that the faU in rupee prices in the firstl half of 1925 represents "the 
tendency of those prices to adjust themselves to the rise in exchane:e." 

• (a) We had before us a statement from which I have taken the figures 
used by me in this note. The figures relied on by my colleagues are also 
based on the same 8t~tement. These are taken from the following sources :_ 

Dollar·Sterling Exohange rates from the Loudon and Cambridge 
Economic Service Bulletin. . 

Rupee-Sterling Ezchange rates from the 8veraae of the Daily 
Bombay quotatiolll from the 7 irM&. o. 

Rupee-Dollar Exchauge rates from the Federal Rosel'Ve Bolletio. 
United Kingdom wholesale prioea from the Board of Trade Indes. 

Number. (1913=100). 
United States of America wbolesale prices from the Bureao of Labour 

Statistics. (1913=100). 
C .. lcutta Index Number wholesale prices from the Indian Trade 

Journal. (3lat July, 1914=100). 
Bombay Index Number whpl ... le prices from tbe Labour Garette. 

(July, 1914=100). 



Staning from December, 19211, the P<Ullt i'rolll which _ colleaguea bel/iill 
their examination of the course of Indian prices, the p;old parity of the 
Rupee rOl;e from 95 in ~h.t month w 113 in June, 1925, the world gold 
prices were about the same level at the beginning and at the end of 
the period-w be e"act, 156 and 157 .espeotively. On the rise o~ the 
gold parity of the Rupee during this period from 95 to 118. i.e., 19 per 
cent., adjustment of Indian prices to lVorld prices, would in order to be 
oomple~ have meant a oorresponding fall of 19 per oent. in the lndian 
price level, i.e., a fall of 33'5 points in the Oalcutta Ind • ., number which 
was 176 in December, 1922. The actual fall, however, was from 176 w 157, 
or only 19 points. This prove. that the adjustment till June, 1925, wa. 
only pMtial. An ezamination nf the Bomhay Index nllures lead to 
exaotly the .ame oonc!uliQII. I han already explained, that the fall 

(b) I give below an abstract from this Btstemen' for ~~months referred to 
in the Report and by me. 

INDIA.~ EXOHA.NGB AN~ P"l~!;1f 

Exohange. 

Dollar-l!teriiDg BU~~~1lB Ril:!h!;~ar 
IMonth. 

I 
Bxohanp, 

I~:: ~ ~·Gold Gold 
$ 8to<1iDg. Gold. a.rit.y. $ It.,,ty, 

.. d • 
July, 19~1 ... ... ... "41\ 91'& 16'67 1 2,\ !H) 28'89 89 

~=.:"~:;, ~~II .. , ... ,'61 96'0 16'00 1 IU \l6 80'66 94 ... ... "82 88'8 

\ 

16'99 I 2t1 94 80"9 94 
July,1914 ... ... ... "87 89'8 17'19 1 8t 96 81'26 96 
Augu." 192. ... ... "60 92'5 17'24 1 4 100 82'96 99 
June.. 1926 ... ... ... 4'88 90'9 18'06 I 6, .. 118 86,.8 111 
February, 1926 .. , ... Nil 99'~ \S'ID ~ 116 ~ ~ 

Wholeule Priae IDdioel. _. 
U.S.A. U.K. Caloutta, Bombay, 1918= 81at ~U~&.19" 

100. 1818= 100. July, 191" = 100. 

.. 
Gold. SIe<IiDg. GoI!I, Bu!'"'. Gold, llu,,"", . Gq\~. 

July,19ti ... ... ... 165 1010 146 181 168 190 171 
Deoetnber, 1913 ... ... 166 166 148 176 166 176 164 
June, 19:!ol u. ... ... 146 168 146 176 166 185 -July, ISH ... ... ... 1<7 168 146 i79 I" 1M -
t::~·:?::~~. ... ... 160 166 168 180 180 1M ~ ... ... 167 168 168 1&7 177 160 -February, 1926 ... '" 166 149 148 168 180 16~ -

(0) I h.v'"ho".~er, no~ rocIuood lb. BriUab and American 6guru '" Ibe 
July, 1914,00" nf tho Indian Iud.., lIumbel$. For I am only oon_ned wi'h 
lb. l.vels of 'he latler. Besid ... as m,)' oolleoga .. ha~ poin~ ou' ia paOL178 
nf th~ Re11"'" .. Index 6gu .... are m ..... reliabl. ia iadioatin.lbe general \read 
of. P'u~ IU each putiaul ... ~untry Iban ia OQIIIpulIIg lb ..... ati .. leu of 
fru::ea 10 two or m.ore oounines" ; and, furU181', in para. 184 'th., the Ie .. 
• may be inftueooed by £OCto", ( •• g. lb. base you ch.,.... for the compilation nf 
Iud"" numbers) which are largely irrelevant for 'he pre •• ," pu_ whe_ 
th. general trond of movemen' would nun';.. the ....... who,te_ b&sia ,. .. 
ahooon for 'h.Iigo ....... 

t 1918=100. 
191110 
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in rupee prices since. June, 1925, 1Vas only a reflection of a corresponding 
world fall. 

The Oour •• of price. from July 1922 to February 1926. 

95. I should, however, like to take the whole range of price move-
ments from July, 1922, to February, 1926. The world price level was 
exactly the same, viz., 155 at the beginning and end of this Jl'i'l'iod. The 
gold parity .of the Rupee was 90 in July, 1922, and 114 in February, 
1926, i.e., an increase of 21 per cent. The Calcutta Index. Number was 
181 in July, 1922;and 158 in February, 1926, i.e., a fall ot 23 points. But 
.on 8.27 per cent. increase in the gold parity of the Rupee, a fall of 49 
points was called for, to bring about complete adjustment of Indian 
.to world prices. The actual fall, however, was 23 points. In other words, 
a.fall of 26 points, or more than. half the adjustment, was still to ('ome in 
February) 1926, it being clear that recently H both rupee HDd world 
prices have been falling practically in unison," as stated in Paragraph 
187 of the Report. Taking the average of the Calcutta and Bombay 
Index Numbers, instead of the Calcutta number alone, the July, 1922, 
average was 185, and that of February, 1926, 155. There haa thus been 
a fall of only 80 points, against 50 ('J:1 per cent. of 185) to be expected 
for full adjustment. 

The Oow ... of SterUng Prices. 
00. It -cannot, of course, be assumed that because the balance of 

adjustment has not y~t taken place, India can permanently ebcape it. 
The experience of the United Kingdom shows that more or less com
plete adjustment must follow movements in exchange sooner or later. 
Taking the same period. as I have in the preceding paragraph, the gold 
p .. rity of Sterling stood at 91·6 in July, 1922, and almost at 100 (99·9) 
in February, 1926, i.e., a rise of 8·4. There has thus been an increaa& 
in the parity of the pound Sterling of 9·2 per oent. Sterling prioe. in 
July, 1922, .tood at 160, and in February, 1926, at 149. I need not 
repeat that the world gold price level stood at 155 in July, 1922, aud at 
the same figure in February, 19.26. There has therefore been a fall of 11 
points in Sterling prices, as against 14·1 (9·2 per cent. of 160) poinUi 
that we should have to look for. And sterling prioeo have been falling 
·further since February, 1926. 

OoncZu3ion a& to R1A1>.e Price,. 
91. When it is remembered that commodity· prices follow a movement 

in exchange, and that there is always a lag in Indian internal prices 
and a delayed adjustment to external factors, it must be admitted that 
the greater part of the general adjustment to la. 6d. by a fall, is .till 
to come. 

If· Gold Priu. Fallt 
98. If the rnpee is to be now· stabilised at l3. 6d. that fall will be 

aggravated if gold prices themselves fall from the present level. The 
evidence of the distinguished witnesses from America indicates that 
America is anxious to maintain the present level of gold prices j that a 
riee is certainly not to be looked for; if anything, a fall is not improb
able. My colleagues themselves in Paragraph S6 of the ~rt refer to 
the apprehension of two distinguished experts (Professor C88881 and Mr. 
Joseph Kitchin) in this oonneotion. If gold prioes fall-,md Indian 
prices must follow such a fall-India will be faoed with a still bigger fall 
-the double effect of the operation of the present rate of 1 ... 6d. and also 
th~ worl~ f,:,l~. I ca~lDot. bu~ contemplate such a prospect with very 
senons misgIvIngs, for It Will hIt the Indian producer to an extent beyond 
his capacity to bea~. In. a word, it will hit, and hit very hard, four
fifth. of the populatIOn of the country that exist. on agriculture. 
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(il) WAG ... ' 

99. The main classes of wag&-earnera to' be considered are:
(a) The agricultural labourer. 
(b) The iudnatrial labourer. 
(0) The middle-cl .... and clerical workers. 

Agri<:ultural Wage •• 

131 

, 100. (a) The latest figures available with regard to agricultural labour 
are in a Statement· submitted to Wi by Mr. G<>nniugo, of the Labour 
Bureau in Bombay, He sa.ys that in the various Divisions of the Bombay 
Presidency the increase in the wages of labour in urban and rural areas 
betweon 1918 and 1926 hao been ao follows:-

Per cent. 
Field labourer, urban areas ... 121 
Field labourer J rural areas 106 
Ordinary labourer, urban areas 104 
Ordinary labourer, rural areas 86 
Skilled labourer, urban areas .. ,' 116 
Skilled labourer, rural are.. 109 

In the absence of any other data, these figures may be taken as repre
senting the general agricultural wage .level in India, there being no 
evidence of a decline in wages from any other part of the country. 

I"rl",u'jal n-"ag ••• 

101. (b) Regardiug the industrial labourer, the figures submitted to Wi 
are as follows: 

Wageo in the Bombay cotton millo are to-day 232 against 100 in 
1914. In the Jute millo and the mines ,of Bengal, the figures are 160 
against 100 in 1914. From no province in India did we recejve even 
any 8uggeotion that industrial wages had a tendency to fall. 

102. It ia instructive to examine how increases in wages have varied 
with the rise in prices since 1914. The following figures show the varia-:
tion. in the Jute Mills in Bengal. 

Date. 

May,1918 ••. 
April, 1919 ••• 
September, 1919 
January, 1920 
Oo\obar, 1920 

April,1925.n 

Jut. Mill. in B.ngal. 

Inde .. Numbers of 
Wholesale Priooo in 
Caloutta (31st July, 

1914=100). 

178 
190 
200 
218 
206 

169 

WageS (1913=100). 

110 

ggt 
140 
150 

150 

Regarding the Cotton Mills in. Bombay. we have, unfortunately, no igures 
showing the inc ........ given after 1914 and before 19'11, when the full 
inc.reas~ of 131 per cent. was given. I am not sure that the beginning 
of tlKJ incretlse in the wage of the cotton mill operative W88 not made 
before 1921. As, however, no figurea for 1919 and 1920 are available, I 
am unable to give any definite comparison. 

lOS. The abo"" shows that the industrial labourer either did not prees 
e1fectively for full oompensation for the higher oost of living, or the 
emploY"" delayed recognising the hardship of his employee. Tbia 

• Vide &ppencfut 49. 
t See Appendi .. 99. (LaUer from M_ T. Dulf II: Co.). 

&9100 Pi 
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i~ustrates the lag in wages, and the very slight connection, over a con
siderable period of time, between variations in the cost of livmg and In 
wages. 

104. But once an incrense is given, be it in the permanent wage of the 
operative, or in the shape of a bonus varying with the earnings of the 
industry, the operative will not reconcile himself to any reduction in it on 
any account. A very pertinent example of this is what happened in 
Bombay when the bonus given to the operative in the cotton mills, 
because of the exceptional prosperity of the industry in 1921, was 
withdrawn in 1923, when that prosperity had definitely disappeared. The 
bonus was not an increase in wage, but was a special payment based on 
the profits of the ye .. r concerned. The equity of the withdrawal of th" 
bonus could not be understood by the operative and a prolonged strike
ensued. Similarly, in 1925, when the cotton mills in Bombay found that 
the cost of living had declined and they could not afford, owing to the
mills having to work at a los8, to pay the full increase in wages sanctioned 
in 1921, there was another strike which lasted for 10 weeks, and came to 
an end only because the Government of India suspended the Cotton 
Excise Duty, thereby enabling employers to effect an approximately equal 
reduction in the cost of production, while maintaining the increase iD 
wages. But for this, the strike would have been more prolonged. 

105. The.e two examples .how the inability of the Indian industrial 
wage earner to reconcile himself to any decrease in wage, even on th& 
ground of the appreciation of the rupee in gold. What has happened in 
the case of the mIll operative in Bombay haa not been challenged as being. 
likely to happen in the case of wBge earners in any industry in any other 
part of India. It has been said that the cotton·mill owners in Bombay 
blundered in giving such a large increase as 131 per cent. over the pre
war level of wage, and hence Bombay's anxiety to get the lower ratio of 
exchange. At best, this is a most uncharitable view of the Bombay 
millowners' attitude on this question. It is not contended that th& 
exchange should be fixed at I •. 4cl. to help them over what some regard 
88 an extr.avagant increase given by them. The increases given in other 
industries would be equally incapable of reduction without a bitter 
struggle with labour in those industries. 

106. The publication by the Department of Statistics of the Government 
.of India, styled U Prices and Wages in India," gives changes of wages in 
selected industries up to 1922. Unfortunately, the necessity for retrench
ment in 1923 led to the discontinuance of this publication, but nODe of the
industries dealt with in the last (37th) issue appears to have effected a 
reduction in wages up to that year. The various industries selected are
as followa:-

Rice Mill, Rangoon. 
Jute Mill, Bengal. 
Tea Gardens, Assam. 
Cotton Mill, Madras. 
Engineering Workshop, United Provinces; (Some fall in 1922,. 

owing to trade slump). 
Cotton Mill, Cawnpore; (Bonus subsequently stopped). 
Army Boot Factory, Cawnpore. 
Woollen Mill in Northern India; (Wages of 80me Mist,ri ... reduced 

owing to low production, and in other cases on engagement of new
hands). 

Colliery, Ben~al. 
" Paper Mill, Bengal. 
We have had no figul'e3 regarding the present wages in these industries, 

but my priVAte enquirie~ have elicited the information that no reduction 
has been made since 1922 in any of them. 

107. It has not been suggested by any official witn88B that the Govern. 
ment either intend or would find it feasible to make any reduction in the 
wages of their emplo,.ees on the ground of the appreciation of the rupee-
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in .... 18l!i<>n to gold. With regBotd to their employees on the State r&ilwaya, 
the rise in the average w.~ of the largest cl ...... of labour in the North 
Western Railw&y Locomotive Workshops at Lahore was ... follows:-

1914 = 100. 1922. 
Daily. Monthly. 

Fitters 218 245 
Carpenters .. . 181 204 
Unskilled I .. b""rets .. . 194 220 

Clerical Wage •• 
lOS. (0) An official stetemeJllt ismIed by the Bombay Labour Offioe in 

February 1926 gives the result of al1 investigation held into the _gee of 
clerica.! worke .. in the Oity of Bombay in 1924. The averages given for 
each group into which the clerica.l _vice was divided ·for this purpoae a,.., 
as follows:-

Peroanta.ge 
over 1914. 

Ra.ilwaya and a.!lied 01lloes 78 
Bemi-Goverttment Offices 81 
Banka 79 
Commercial Offi_ (about) 70 

It ih"" not been submitted to us by any witn .... that the ri.e of the rupee 
from under la. 4d. to h. 6d. during the last year has -bronght abo1ll!. any 
creduction in the wages of these workers. 

. Diffitu.itv of Adiustment in Wage •• 
_ 109. This oonfirms the general conclusion that the wag.. of manuaJ 
labourers and of the lower ranks of clerical workers do not undergo a. r~ 
duction in Indio., except when theN is BU'bstantiaJ. unemployment or a 
redundant supply. The literate IUld comparatively educated claaaes .... king 
employment 4n clerical poste can reason, and perhaps TeCODcile themselves 
to changing oonditiona Buoh as inOl'ea.se in the purchasing power of the 
rupee; but th6 cl ... of I.-bour which is illiterate; and therefo ... less capable 
of reasoning, is unable to reconcile itself to any reduction of wages, under 
any oircumatencea, without a bitter struggle. 

S,,"ain 01> Indwt.". 
110. Induatri.,. generaJly in India are still sulfating from the prevailing 

depreseion. An adjustment in wag.,. to the 11. 6d. -basia, if it hea to be 
enforced, will tharefora ente.il .. long .... d bitter struggl .. between Labour 
and Oapital, witbh oonaequent disturbance in the economic organisation of 
the country. The desira-bility of .. voiding such a strain on indusiJry in. auy 
country ,is" obvious. The anxiety of the Government to avoid having to 
reduce wages in factori ... and departments under their own .:outrel should 
he sufficient to oonvinoe them of the risk to which industrial development 
will be expceed if the adjustment of wages to the bigher rno is to be 
enforced. 

Wag .. and COlt of Liwiftg. 
111. It was oontended by Sir Basil Blackett in his evidence before us 

that he recommended the .. atio nf 10. 6d. in order to .. ..,id having to face 
" demand for higher W&l!"8. If any reli .... ce is "'" be plaeed on the cost 
nf living intlez numbe .. it i. seen that thera is .. margin between the 
existing Indian cost of living index number of 155, in March, ~926, and 
the rioe of .... _ over the p ..... war level. If the cost of living in India ia 
likely to increase on • reversion to the h. 4d. ratio, at. the most, it can
not exoeed 12~ per cent. even assuming that adjustmente to b. 6<1. have 
fully t&ken place, &nd the wages earned by the three cl ..... of labour re
fwred to above show a margin to cover this, excepting in the case nf 
the labourer in the jute mills and min .. in BengaJ. On the other h .... d, 
if internal prioes have not adjusted themsel_ completely to the b. 6d. 
ratio, the l'ia& in the coat of living, owing. \0 the lower ratio of b. U. 
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being bed, would not be 86 high as 121 per ·cent. But there again, 
owing to the absence of convincing proof, ODe is unable to arrive at a 
definite percentage of the increase involved by the adoption of a Is. 4d. 
ratio. 

Wage" and Provincial Finance. 
112. In paragraph 210 of ~heir report, my colleago... quote from a 

letter submitted to US by the Madras Government, in which they depre
cate aDy change in the currency policy U which would result in _ 
further rise in prices, renderiqg a revision of salaries again necessary, 
which would in turn lead to the levying of additional taxation. H I pre. 
sume that the Government of Madras mean that these results would 
follow as if the ratio was fixed at a figure lower than 11. ad. In tbe first 
place, I may point out that no other Provincial Government has put 
forward any apprehensions of this kind. Even the honourable Mini .. 
ters of the Madras Government have not endorsed these ailpr. 
hensions, having restricted their concurrence to another aspect 
only of the reference made to tbem (0). I have dealt above 'with the 
merits of these apprehensions. If the Indian Civil Service is included 
in tbe fear. expreesed, it h .... to be borne in mind that wben tbe Royal 
Oommission on the Superior Services, presided over by Lord Lee, sub
mitted their report, exchange was well below 11. 'd. gold, and the 
increases given on their recommendations "Were certainly not based on a 
rate of exchange higber than h. 4d. gold 

Oonclusion a& to Wage •. 
113. It mU6t therefore be admitted that no adjustment either in' 

agricultural, industrial or clerical wages has taken pla.ce, and none would 
hereafter, without a struggle. It is clear that there has been no reduction 
so far from the level of wages in 1921, when the rupee was below h. 4d. 
gold. 

Wag .. in th_ United Kingdom. 
114. In sharp contrast to this state of things in India is the variation 

in the rates of wages of labour in the United Kingdom. The only wage 
index that I understand exists at present. for the United Kingdom shows 
variations in the rates of wag~ as follows:-

1919-January 
Jone ... 
December 

192O-January 
Jone ... 
December 

. 1921-January 
JUDe .•• 
December 

1922-January 
June ... 
December 

1923--Jannary 
Jone .•. 
December 

1924-January 
JUDe ..• 
December 

1925-J aunary 
JODe ... 
December ... ... 

1926-Jannary to April (in
cJuc;ive). 

Waq .. 
(July, 1914 = 100). 

206 
210 
226 
229 
261 
276 
277 
264 
223 
217 
197 
178 
177 
176 
173 
173 
178i 
179 
180 
181 
180 
180 

-Vide Appendix 66 

Mini.try of ~bour, 
Oon of LifJing lnda 

(percenlage of p .... W.r). 
220 
207 
225 
230 
252 
265 
251 
219 
192 
188 
184 
178 
177 
169 
177 
179 
170 
180 
179 
173 
175 

173-167 
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Rates of wages of 11 classes of wage-earnera, including those in. 
sheltered and unsheltered industries are averaged in this index. (1 8-ql

indebted to Prof....,r A. L. Bowley, D.Se., F.B.A., of the London School 
of Economics for these figure •• ) 

The adjustment of wages to various factors, including exchange, is thus. 
more or less automatio in the United Kingdom, and for all practical 
purposes wages are brought into line with the cost of living. 

Foreign Oompetition. 
115. Further, until adjustment is complete, a h. 6d. ratio presents" 

the foreign manufacturer with an effective though indirect bounty of 
12. per cent., which will place a heavy strain on Indian industries nascenll 
and established, and protected iI;ldustries will consequently need a further 
12i per cent. countervailing protection,. or assistan~ by subsidies. 

(iii) STABILISATION AT 1 •. 4d. 
116. For th .. e reasons I am unable to aocept the proposal to legalisa 

la. ed. as the new standard of money payments in India, and reoommend 
that the rllpee should be stabilised at the rate which obtained for nearly 
20 years, via., la. 4tl. to the rupee. 

117. It might be aeked why I recommend stabilisation at 11. 4d. and at 
no other rate. I do so bocausa I share the widely-held opinion that a 
oountry's standard of value should never be changed unless circumBtanoes 
arise, permanent in their effects, compelling a change; unless, in otiher 
words, it is found that the ratio is absolutely unmaintainable, or unattain ... 
able after a faIt The period during which her "permanent ratio" was 
unmaintainable,. was shared by India with almost every other country 
in the world, and was the sequence of B world convulsion which affected 
them all. The Bnbington~mith Committee recommended a change in 
India's legal ratio under abnormal oonditions. Ita recommendation W8& 
put into faros when no other country had undertaken the settlement of 
its monetary problem.. Had the 2 •• ratio not been put on the Statute 
under the oondition. of 1920, and had the 11. 4d. ratio been left undis
turbed when the faU in world prioes took place, I am oonvinced that the 
probability i, that it would have been naturally reached once more. The 
faU under I,. 4d. would have been temporary, and the rate would have 
found its natural lovel again under the oonditions of 1923 and 1924 at the 
latest, 88, in fact, it actually did. With a ratio of 11. 4d. on the Statute. 
there would have heen no possibility of the p~war parity being exceeded, 
88 gold would have flowed in at that point. I, am amona that the 
oountry should now at least be freed from tho elfects of the error of 
judgment of 1919-20, and of the artificial measures taken subsequently 88 

its corolllU'Y. 
118. Advocating, 88 I do, stabilisation at 11. 4d" on this fundamental 

conoid.ration, I nood hardly say that I cannot agree with tho .. who 
Pl·Ote..~ thnt, in doing so, I am advocating a depreciation of the Indian 
currenr.y. In fact, I urge tJhat the artificial appreciation of the Rupee, 
..,_nted by the h. 6d, rate, justified neither by India', oircumstanoea 
nor by her requirements, should he eliminated and should in no way 
prejudk-e considerations determining her legal ratio. 

(~ En_ ON "9 FIN..".,. .. "9 CaNTa.u. GoVllllNJ(Jl!ft. 
119. It is claimed thlllt the 1088 involved to the Government of India 

Budget by stabilisation at h. 4<1, as against h. Sd. will he as followa:
(1) Revenue (in ru.p_): 

(1) General Budget: S'16 erareo, 
(9) Railway Budget: 1'01 crores. 

(Il) Capital E:J;penditure : 
Railways: l'SS crores, 
Postal and Telegraph: 21 w... 
New Delhi: &. 63,000. 

I cannot but regard the remarks made by Mr. Me Watters in the first' 
part of paragraph 4 of his Note under .. Stabilisation of Exchange," as 
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exaggerated. The Railway Budget i. eeparated from ~he General Budget 
for purposes of taxation, and would not count, except to the extent of 
the division of surplus profits between the Railway Reserve Fund and the 
Genera.l Budget. The most serious item to be cODsidered is the aile,gOO 
gain from lB. 6d. of Rupees 3'16 cro)' .. in the General Budget. As agBmet 
this, there is to be put an increase of 2'62 crares in Customs on stabilisation 
at Is. 4d.· After allowing for a margin of 62 lacs in respect of the two 
86Sumptions made in that statement, there would remain only rupees 1'16 
Cl'<)res to fill the gap in the General Budget. 

120. This does not take into account the decrease under bounties to 
certain industries given on the rise of exchange to Is. 6d., and an increase 
in receipts under Income Tax and Corporation T8IX, owing to industries 
being spa.red the disturbance incidental to l4. 6d., bearing in mind in 
this connection that Joint Stock Companies in India pay very nearly 15 
per cent. -out of their profits under Income Tax and Corporation Tax. 
Furthermore, there has 'to be considered the general improvement in 
trade and agricultural prosperity, and the consequent increase in imports 
resulting in additional benefit to the Exchequer. It is suggested that 
there may be a lag in the receipt of increased revenue under Income 
Ta1 and Customs Duties. It is not clear why this lag should be for more 
than a. few weeks, because the change in the ratio would 8utomaticaJly 
involv~ a corresponding change in rupee calculations for purposes of 
Customs Duties and Tariff valuation. 

121. But the very fact that Sir Basil Blackett looks upon the increaeed 
revenue, accruing from a Is. 6d. rate, as a tangibJe revenue, worth evell 
naming for purposes of discussion of the ratio, showa that he is not con
vinced that adjustment to a lB. 6d. rate is complete. Giving evidence 
before us in Calcutta, he saad that after a number of years it made no 
difference to the Government what the rate of Exchange was. 
(Question 10,451.) He did not indicate what period he had in mind 
when he said ,this, but one may presume that he meant the period of 
non-adjustment. As long, therefore, as the adjustment is incomplete, 
this unearned increment in the Government of India Revenue Budget 
will be iii tangible and visible asset, for it is clear that this gain from 
Exchange exists during the period of Don-adjustment only, and will vanish 
when adjustment is complete. In the former case, the plea that the 
de facto rate, if changed to a lower rate would cause serious economic dis
turbance, does not stand. In the latter case, the gain to the Exchequer, 
besides being not a H decisive factor," is not a practical issue deserving 
consideration. The Government hu, therefore, to admit that this &rgu" 
ment for stabilisation at b: 6d. has no value. Moreover, during the 
period of non-adjustment, while there is a tangible gain to the Exchequer, 
some one pays for it. In the words of Mr. Robert Campbell and Sir John 
Muir, in their Bupplementary note in the FoOwler Committee Report, 
U This advantage is not obta.ined without being paid for, and the question 
of who pays for it is not difficult to answer; it is the producer who hae to 
':1ccept so many fewer rupees for the produce he haa to sell." 

(2) EFRBOT ON CoNTBACTS. 

122. It 'has been urged that a change to h. 4d. will prejudicially affect 
outstanding contracts of a short term character. On the other ha.nd, it 
has heen sugg ... ted that stabilisation at 11. 6d. will similarl, affect the 
bulk of other outstanding contracts, particularly, the indebtedness of the 
agriculturist to the moneylender, which is the largest amount involved in 
this consideration. The outstanding contracts can be divided as follow8!-

(I) Oontracts of a commeroial nature, auch as contracts to buy 
And sell goods, ordinarily liable to liquidation within a period of six 
to twelve months. 

(2) OontraC'ts to borrow on behalf of Commercial and industrial con ... 
cern8, which have a currency of 20 to 30 years such as Debentures of 
Joint Stock companies. ' 

• See Appendix 96. Mr. McWattel'll' further Slatement. 
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(3) Contracts entered into by the agriculturist of India, who i. 
notorious for his continuous borrowing from father to SOD, borrowing 
which, unfortunately, is rarely repaid. and wheN both the lender and 
the borrower are happy if interest only i. regularly paid either 
monthly or ,.,arly as the arrangement may be. 

Oomm ... ciat Oontract •• 

123. Regarding (1), it ia acknowledged that for all commerciaJ transac
tions, exchange can b. covered for " period bf 12 months ahead. If 
therefore the importer in India elected at any time to keep his ""change 
open against some contracts to buy for delivery within the following 12 
months, one need hardly consider his case. Such a person elected to 
speculate in ""change, and if he sulfers, the fault ca.nnot be anybody 
else's but hie own. Further, it hu been widely known all over India 
ainoe July 1924 that the existing statutory rate of 2 •. to the rupee had 
to be changed for a more effective ratio, and no ordinardly ca.reful person 
would have been justified in leaving his contracts open, or entering into 
contracts where he oould not have covered his ""chllillge. 

124. Speaking in tbe Assembly on tho 1st of March 1921, Sir MaJoolm 
Hailey, then Finance Minister, explaining that the Government were 
not responsible for the losses of tboee who had traded, couniling on the 
2,. ratio being maintained, said: - . 

.. But [ would ask the House to .. member that I delinitely told 
the Legisl"tive Council last year that it was impossible to oay wha. 
variations might take place in the rupe ... terling exchange through
out the yonr. Ordinary commercial prudence should have led mer
chants to covet their excha.nge. IJ 

125. If the ~vernment of India had juetification for what Sir Maloolm 
Hailey aaid in 1921 with reference to a rate which was put on the 
Statute Book, and to maintain wh~ch the Government spent such & 

colOllll&! amount of India'. reserves, there is hardly anything to be said 
for a rate which is neither statutory, nor has the weight of official indica
tion-; for, indeed, 'if there was an impression that the Government 
wanted los. ed. it waa known that the Indian public were against chang
ing the permanent ratio of India uul... oonvinoing proofs could he 
addueed. 

t .. du.strial .... d O ........ cial B."'''''''''g.'' 

126. The industrial and oommeroial corporatioDS bolTO'Wing over a 
period of 20 or 80 years would not be prejudicially alfected by having 
to meet their obligations at the gold value of the rupee at Is. 4d. if they 
ent>erod into their obligatiODS before 1917. It is only tIt_ who have 
had to borrow since 1917 who would b. alfec""'- by the ratio of 1 •. 4d. 
No liguras a.re available ... to the numbers Or amounts thus involved, but 
iL any caee they cannot be very large. Il must be admitted th .. t thoee 
who borrowed when Exchange was unpegged and lIuctnated between 
h. 4d. and 2 •. IOld. and from there down to 11. 3ld. to the h. &d. of 
to-day, would snataln ..,..,., unforesee .. I ..... or profit, according to their 
operations. But the Government resisted any claim from the commercial 
oommullity affected by their inability to maintain the ratio at 2s. j and the 
loss .. of POISons adversely alfec""'- by a revision to the ratio beat sui""'
to the count.ry's requirements would only be met by them with an expres
sion of symp .. thy for the miafortunea of such people, and nothing more. 
These fluctuations perhaps "'ere unavoidable up to & eert.aiu point during 
tho aftermath of the War, and the best that can be done by us i. to 
decide as to who 'W<>Uld be moat injuriously alfec""'- by the ratio reooID
mended, and whether they can be ssved from its elfects. 

• Vide Sir Basil Blackett's answers in th. A ... mbly, 19th Seplember 1924, 
Vol. IV : No. 56, _ 3812. 
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Tke Agricultwral Ind.bt.cin .... 

127. Looked at from this point of view, the indebtedness of the 
Indian agriculturist and the masses demands serious consideration. Mr. 
M. L. Darling, I.e.S., of 1lhe Punjab, estimates that the indebtedness of 
this class, including even the. prosperous canal agriculturist in the 
Punja'b, is over 600 croree of rupees.· [t is probably another 200 crore. 
on the Indian States. As the rate of Exchange between 1900 and 1917 
was around about h. 4d. J it is only right to assume that most of this 
debt of 800 crores was contracted when the rupee was la. 4d. gold. Now 
to put on the statute book 1.. 6d. gold would practically mean putting 
a burden of 12i per cent. on these borrowers, and this is a class whoee 
contracts ought to come in for full consideration in 3ny decision to 
stabilise the rupee. Under the heading of Contracts, therefore, the 
higher figure of 11. 6d. has little to recommend it, and very much against 
it. 

(3) STABILITY <W AI •. 6d. ,..TIO. 

128. Another important consideration is whether the 1a. 6d. ra.tio is as 
easy to maintain as I,. 4d. Officials of the Government of India have all 

·D.&a.intained that in their opinion Government have the resources to 
maintain exchange at II. &t. Mr. Kisch of the India Office, giving 
evidence, agreed in this, and several retired officials of the Government 
of India have supported this view. On the other hand, the Indian 
Section of the IAludon Chamber of Commerce have pointed out that 
India has had during the last five years successively prosperous 
monsoons, and it must not. be overlooked that India is liable to bad 
monsoons at intervals, and has had experience in the past of two and 
even three consecutive bad monsoons. Under such circumstances, the 
question of the possibility of maintaining the rupee at the higher ratio 
of h. &t. -da a. matter of aerious consideration. But even granting that 
the Government of India. have at the moment resources enough to support 
Exchange at lB. 6a., the question we h.a.ve to decide is whether it is 
necessary to fix a ratio that would require larger resources to maintajn, 
if the fixing of such a. higher ratio can be avoided. None can say that 
the Government of India would not require larger reserves to maintain 
Exchange at II. 6d. than at lB. 4d.; in fact, a little lull in the export 
trade from March, 1926, necessitated resort to deflation in India to the 
extent of rupees 8 crores to maintain Exchange, and following the first 
deflation of 3 crores, an announcement that the Government would sell 
Reveree Councils at Is. Sid. The very fact that a slight lull in tho 
export trade necessitated this support, shows that I,. 6d. cannot be looked 
upon as so easy to maintain as h. 4d. has proved to be between 1899 &Dd 
1914. Even granting that in the first yea.r of an llnfavollraWe balance 
of trade, the Government can mainte.in 11. 6d. by selling Reverse Councils, 
should such a risa: not be minimised, by adopting the lower ratio of 
Is. 4d. which necessitated administrative support by we of Reverse 
Councils only during two periods of extraordinary occurrence, not in 
India, hut ahroad P 

129. The occasions when Reverse Councils had to be aold, between 1899 
and 1924, are as under: - • £ 

In 1907-1908-1909, total sales of Reverees 8,068,000 
In 1909-1910 156,000 
In 1914-15 8,707,000 
In 1915-16 4 893 000 
In 191s.:19 " 5:315:000 
In 1919-20 and 1900-21 t::tal sal .. of Reserves 55,532,000 

• Page 17 II The Pu"jab P&l8a1il in Pro8perU, tIIUl INbt." 
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It is clear that the 1901 to 1910 .alea were due to the American crisis, 
.. nd the 1914 to 1921 to .the elfects .. nd the sequence of the War, .. nd 
mismanagement of Indian Cu.rrency on the Babington-Smith Committee's 
majority recommendations. Therefore they were Dot Indian conditions 
which disturbed the statutory r .. tio of 1'. 4<1., but external for ... over 
which India had DO control, and which could not have beeD foreseen or 
avoided. In the present CHe it is difficult, if Dot impossible, to &scertam. 
to what extent the risk to which the freaks of n .. ture in Indian climate>. 
logy and an unfavonrable balance of trade would expose the reaourcea 
of the Government of India to the point of depletion. Wby take any risk 
In this connection if it can be avoided p. I consider that by fixing the 
ratio at 11. 4d. this very substantial risk, which if not perceptible at the 
moment, is oertainly not ·fanciful, can and should be appreciably 
diminished. 

(4) MaLTlNG POINT ID TBB RWBB. 

130. It has been contended that with a 11. Sd. ratio the melting point 
of the rupee will be at a higher figure (4Bd.) ~han with lao 4d. (48d.), 
and that thiB constitutee an advantag~ ·on the side of the lao '6d. rate. 
But we recommend the issue of one rupee notes, convertible only into legal 
tender money and gold, and nqt into silver l"upees, 88 a precaution against 
a rise in silver prices.· The evidence of 1.he American witn~ in this 
connection is illuminating, and indicates that inasmuch aa silver is DOW 

mined mainly as a by-produot ofv""ians ores, the "nsi.ety· of silver holders 
should be rather to sell it at or near the present price of 3Od. than to 
expect a rise. But should oiooumstanoea change in the future, Professor 
Sprague put it well when he said that if silver roee to or over 46d., 
there would be nothing to prevent it from goiug to 56d. or 66d. The 
melting point of th .. rupee a. expre_d in the price 'of bar silver therefore 
ceases to be a consideration in deciding between a ratio' of I.. 6d. 01' 
h.4d. 

(5) OmuuI.VOT RaBlI&VB •• 

131. A revaluation of the Reaervea consequent upon the adoption of 
a ratio of h. 4d. would make the position of the Central Bank easier, 
.ince the ad A.. securitiea in the Paper Currency Reeerve would be 
reduced to the extent of about Re. 14 ereres. It will be seen from Para.. 
graph 186 that my colleagues have recommended that .. bout Ro. 51 orores 
of created eecurities now in the Reserve should be converted during the 
cour.. of the n""~ 1;en years into marketabla eecnrities. The valuation 
of these eecurities· at 1 •• 4d. instead of lao 6d. would reduce by 14 ereres" 
the amount of secnritiea thus to be repla.ced and pre t .... to relieve the 
Government of the neceasity of borrowing in the open market. 

(6) OrBBIP. ABOl7KBNT8 _ h. 6d. Eu.xmBn. 

Ad; ... t ...... t. and tAo ."" .... / foreillft m.d •• 
132. It is olaimed by my oolleaguea (para. 190) that if adjustments 

to the h. ad. rate had not taken plaoe, BUch non-adjustment would be 
rellected in the foreign trade of India, and either ""ports or imports 
would be .."bjected to .. handicap. But, they aay, .. the general tra.de 
of the country, taken as a whole, sho .... no signa of the imposition of 
auah a handicap. u . 

133. My colleagues admit that India haa had four good years in II1JOo 

ceesion. Bearing in mind the low holding power of the grower in India; 
it i. no proof of the suitability of the msting rate· of exchange that 
""porta have continued, and have not mown a falling olf since the higher 
rate has been in operation. The bulk of Indian uporta oonsi.sta of raw 
materials. If the crop. ..... arown, thOlY have to be eold before the _ 



140 ROYAL OOMMISSION ON INDIAN OURRENCY AND FINANCB. 

harvest, and this must be done whatever the rate, as long as there is any 
demand for them in the world markets. 

184. My colleagues from India will not overlook the constant complaint 
that has prevailed there since 1922-23, that trade generally has been 
slack, especially the import trade. In spite of four good years 8Dd lower 
prices for imports, the Indian consumer has kept out of the market for 
imported articles beyond his imperative requirements. Even in Lanca
shire I understand that the feeling has lately been gathering that non
adjustment to a higher Indian exchange brings in its train a reduction 
in the purchasing power of the Indian masses. 

135. My own conclusion is that no such inference as my colleagues 
draw from the course of India's foreign trade is warranted. If anything, 
the continued slack demand for imports is to be regarded as an indication 
.of the lower purchasing power of the masses, due to non~adjustment to 
t he lB. 6d. rate. 

Absorption of flold. 

136. In Paragraph 208, my colleagues refer to 'the argument advanced 
by some witnesses that the higher rupee price of gold at 10. (d. as com
pared with Is. 6d • .. ould check the absorption of gold by India for social 
or alleged hoarding purposes. They point out that when adjustments 
to I •. 6d. are complete, the real coat of a tola of gold, sold at Rs.21.3.10, 
will be as great 86 with Is. 4d. at which its price would be about 
Rs.24.8.0. They therefore admit that till adjustments are complete the 
rupee cost of gold would be lowel' relatively to other commodities, and 
gold would therefore be more attractive to buyers in India. It is Dot, 
however, a question of lowering the exchange rate to check the absorption 
of gold for the next feW' years, but of the desirability of not raising the 
exchange rate from the level which, on other and Vital considerations, 
has proved suita.ble to Indian conditions. 

Alleged e/fect, of a reversion to 18. 4d. 

137. In Paragraph 206, my colleagues apprehend a profound dis.
turbance in economic conditions throughout India by restoring the pre
war ratio of h. 4d. This is an apprehension which must be fully 
examined. The feared rise in prices of exportable raw materials cannot 
be looked upon as a direct hardship to anyone in India. A rise in 
rupee prices of imported articles may be a BOuree of anxiety to those 
who manufacture for import into India. But even these manufacturers 
now realise that a higher rupee price would be made up for by the better 
purchasing power of India as a whole. The extent to which the 18. 4d. 
ratio will entail a rise in prices of articles grown and consumed in India 
is the vital consideration in this argument of my colleagues. They appre
hend a rise in the price of the.. articles to the full extent of 12i per 
cent. because they conclude that internal prices are H substantially" 
adjusted to the Is. 6d. rate. For reasons already stated, I do not aooept 
this conclusion. 1 have shown that the index numbers used by them 
lead instead to the conclusion that adjustment to h. 6d. is far from 
complete and that the major part of it is still to come. I therefore CODw 

elude that such disturbance as may ensue from the fixation of the lower 
ratio will produce a very iDBignifioant disturbance in ecotJ.omie con~ 
ditions, injuriouB to but a few, if any at all. On the other hand, 
insistence on stabilisation At la. 6d., will not only produce, but, will prQ. 
long, the l'rofound disturbance of economic conditions throughout India, 
which is just beginning to be perceived, and the worst effects of which 
are still to come. 

138. My colleagues apprehend that the lower ratio would Beverely hit 
consumers generally and the poorer paid members of the literate cla8888. 
If 79 per tent. of the people of India subsist on agriculture, it is difficult 
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to ul!derotand the concentration of lIlY coUeagJaS on the i"teresto .of thot 
other 21 per cent. who live on the l'1\Od1lOt.iO,! pf thia class. I am con. 
vinced that the adjustment to b. 6d. can at best be regarded 88 having 
just started. The official figures referred to in Paragraph 108 above sho,!, 
that the wage. of the clerical classe. are not on the border line of t~ 
present cost of living and the appr~h~nsion pt my colleagues is, if I may-
88y SOJ an exaggerated one. 

139. Regarding their plea in the inter.~to pf labour, I expected that 
after the .",perienoo of labour troubles in Europe late4>, they would have· 
hesitated to put this apprehension of their. in the way they have done. 
It may be that with the n.:ation 'of the b. 4d. rate some industries ma;y 
have to raise their wages if they are compelled to give jheir labf)ur alL 
increase corresponding to the index number of the cost ot living. -

140. But Q)Ost of the industries in India, including agriculture, have 
been paying, .ince 1921, a wage which is propo;tionately higher now than 
the increase in tha cost of living. A reduption in wages in India is, as. 
said previously, not possible without serious condict between the employer 
and the .mp.loy.... U nle.. this oan11ict is to be forced on India, and 
agriculture made 1e88 attraotive than it ha, beeJl hitherto, the argument 
.dvanced by lIlY colleaguea cannot be accepted. 

141. To my mind, in the oondition. prevalent in India, both equity and 
expediency dictate that the monetary ratio mosli suitable to Indian con
ditions should be restored .s the permanent ratio. Any parti.l 
consideration of the problem cannot but prejudice; but statesmanship. 
requires fullest consideration of all upeets of the issues involved in this. 
subject, and demands, in the words of the Finance :M.ember of the 
Government of India, tha' the ratio be fixed " at whatever fignre may bit 
most truly in the interesu, not of this or that section, not of the producer 
or the consumer or the taxpayer J considered in isolation, but it., the beat 
interest& of India 88 a whole."· As far as la.bour is concerned, there 
should not ba the least doubt that the correct view i. to ensure 
continuity of employment and the least possible disturbance to thlt 
legitimate interests of those who employ it. 

142. In the latter part of their Paragraph 206, lIlY coUeaguea refe. 
to the inconvenience that would ba. ,",uood to those wbo deal in the 
Exchange Marbt. This, to a certain extent, would be inevitable, if 
the arbitrary decision of the Executive is not endorsed on the several 
important ground. that I have already de.lt with. 

148. Once the importance of the issues involved is fully re.Jiacd, it 
can sakly ba .aid that the responsibility for such disturbance as is no\\, 
inevitable must lie with the Government of India who chose to go past 
the pre--war ratio, and made every ~ftort to put India on to a ratio
unsuitable to her AS a permanent one. 

(7) SA..l(CTITY (D' A RATIO ONOII EsTABLISHED. 

144. Fin.lly, there is the aanctity of the standard of money payments. 
The Fowler Committee' • ........,mend.tion. in regard 1>0 tba standard 
and the ratio ani perfectly clear. That ratio was set down on the Statute 
Bock even if their recommendations in regard to the standard or the 
ItA'serves .ere departed from in practice. Since 1893 the rupee has 
always been & token coin, representing by law till 1920 7'S8344 grains 
of gold. 'I'hat the rupee has been, and is, a. token coin, is admitted, 
both by the Chamberlain Commission and by the present Finan ... Member, 
the standard unit till 1920 being 7'53344 grains of gold. All valuea h.ve 
been measured in terms of that standard, An attempt was made in 

- • Par 46. Budget Speech of \ha Fiuanoe Membar, Government of India, 
r.bruO!l' 28, 1926. 
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1920 to change that standard to 11'30016 grains of gold, and although 
this was legalised, for all practical purposes it has never prevailed. 

145. A standard being what it is, to measure weights or lengths or 
wInes with, it stands to reason that, onoe laid down by law J it canDot 
be lightly changed. As any change in the standard of weight or length, 
would constitute an injustice,. so would any change in the standard of 
value. The British sovereign, as the standard unit V'slue of the country 
must always contain 113 grains of gold. Any reduction or increase of 
this gold content would constitute an injustice on debtors and creditors. 

146. It is different with a token coin. Any debasement of the shilling, 
for instance, by making it smaller or of a Jesser silver content, would 
not affect anyone; 2O.s. would repNsent the sovereign. The rupee is & 

token coin, and its intrinsic value does not matter, but it cannot pass 
for more or less than 7'63344 gra.ins of gold without constituting a 
currency fraud. The giver of a promissory note of 100 rupees bound 
himself to give 758 grains of gold. Any enaotment laying down a higher 
gold value for the rupee would oblige him to give more gold than he 
undertook to pay, and than the holder was entitled to reoeive. Herein 
lies the injustioe of & change in the ratio. 

CONCLUSION AS TO THB RATIO. 

Claim of the debt.,. cia ... 
147. A change to 1 •. 6d. hits the large bulk of the debtor class, to 

the benefit of the creditor class. I cannot conceive of any valid. or 
moral reasons for a step calculated to give the latter an unearned 
increment at the expense of the former. In India, perhaps more than 
anywhere else, the debtor class is the largest and the neediest, for whom 
the Government has always evinced concern and solicitude. What 
unavoidable reason, then, is there to hit thil cl-ass? Throughout the 
course of our enquiries I have not heard of a sing~ argument, whiC'h 
I can reasonably accept as sound, even pointing to the inevitability, to 
say nothing of the justifiability, of imposing an additional burden on 
0. dass alrf>ady overburdened. 

S.,.tabilitl/ of h. 4d. 

148. A ratio moreover that stood for 20 years even during the 
American crisis, till 1917, and was only disturbed as a result of the War, 
in common with the ratios of other countries in the world, cannot lightly 
be said to be a. ratio that is unnatural to the Indian currency system. 
No change is therefore called for simply because for the last ten months 
the Government of India have managed by artificial measures to keep 
the value of the rupee round about h. 6d., in accordance with a 
preconceived policy. In brief, exchange has never been allowed in recent 
years to find ita own natural level j it has been regulated by the series of 
operations which I have aready dealt with. 

Danger of tampering with the .tandard. 

149. There is another aspect of the matter that one cannot afford to 
ignore. Any tampering with the standard of value is bound to have 
serious political effects in India, and to cause distrust in its currency 
system and the financial administration of the country. A change in the 
standard is bound to shake the confidence of the people, who win feel that 
they have been wronged by it, that it has heen lightly changed, and that 
it may lightly be changed again, for if a long established rate (I shall no' 
c.n h. 4<1. the legal rate after tho enactment of 1920) i. deliberately 
changed, what is there to prevent another change being made again at 
any time in the futureP Can tho publio rightly be led to believe that 
any contracts that they may make on the ratio now recommended by my 
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colleagues will not be subjeoted in future years to yet another cha.nge? 
Herein will arise the distrust of the people, not only in their own 
currency and financial system, but in their Government. Indeed, the 
political consequences of a change in the ratio cannot be contemplated 
without the most serious misgivings. Why invite such consequences and 
suoh mistrust when the U permanent rate H is still within reach, a.nd that 
too with very slight disturbance, if any, to existingconditionsP No other 
oountry has adopted a· rate of exchange higher than its pre-war rate. 
Even Great Britain did not change her standard when the £) sterHnlt 
dropped t9 a·SS.Nothing would h .. ve been easier th&n to h .. ve then 
eDlaCted thn.t the £) sterling should rep ... en t 15.. instead of 20 •. ; but it 
was a question of Britain's credit in the eyes of the rest of the world, and 
the question of the equity of the contracts based on the continued exist
ence of the sovereign containing .DO more and no less than 118 grains of 
gold. Why obould India be a.sked to appreciate her ratio when no other 

-country, even in the most prosperous circumstances, has .considered It 
.just or advisable, or even expedient to do so P 

Th.e "pe~ent Tate." 

150. The Fowler Committee definitely recommended 18. 4d. ... the 
II permanent rate, II and a permanent rate should only be changed under 
absolute and unavoidable necessity. Other countries have made Ilreat 
aaorifices to return to their pre-:war ratios, which is a proof of the sanctity 
attaching to them. But in India it is not a question of making a great 
sacrifice to regain her '.' permanent rate. U It is, at worst. a Question 
of balancing the disturbance which may be oaused bv a reversion to 
1 •. 4d., and .. n adoption of lao 6d. Even if it is granted th .. t the dis
turbance involved in the former would be as great as the disturban~ 
still to come with an adoption of a b. 6d. ratio-which is the utmost 
that oould be conceded-then the bal .. noe must be weighed. for the rOllBons 
stated &bove, in favour of the b. 4d. ratio as beiBg the II permanent; 
~ .. te " established on the authority of the Fowler Committee. 

Vital ''''pOTta .... 01 ths roti •. 
151. I look upon the question of the ratio in this Report ... heinll no 

1 ... import .. nt than the question of the st .. nd ... d to be adopted for the 
indian Currency Syetem. I .. m convinced that if the absolute necessity 
of the free inflow of gold, which I have emphasised, is recognised, and 
steps taken to ensure it, the gold bullion at&nd&rd proposed will be the 
oorreot one, and the likelihood of its breaking down under the strain of 
any convulsions in the futu", will be as :remote as it can reasonably be. 
But 1 have very grave apprehensions that if the recommendation of my 
colleagues to stabilise the rupee at h. ed. is accepted &nd "",ted upon, 
India will be f&COd during the next few years with a disturb .. nce in her 
economic organisation, the magnitude of which is difiicult to estimate, 
but the oonsequenees of which m&y not only hamper her economic develop
ment, but may even prove disastrous. Such a disturbance and ita COD-

seq?enoes Ill! colleagues do not foresee to-d .. y. But the possibility of' 
tluur occurring cannot be ignored. Until adjuat.ment is complete, agri
oulture threatens to become unattractive and less remunerative than it 
is to-.day, and industries will have to undergo a painful prooess of adjust
ment, unnr~turR:l, unwarranted and avoidabl&-an adjustment which will 
be much Ii? the .. ~t. and af!ect not only their stability and their pro
gress, but 10 certaIn cases, theIr very existen~. And should Natun. have 
in .tore. for India a couple of lean years after the four good harvests 
that we have had, during the period of foroed adjustment to a rate of 
h. ed., the step' that the Currenoy Authority will have to take to main
t&in exchange at this r .. to. may deplete the gold resources of the country 
to an extent that may serIously shake the conftdence of her people ill the 
currenoy system. recommended_ 
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WAil take 00If rilkP 

152. With extraordinary good luck the country may find it possible 
to avoid all these dangers. :But why incur the risk at all? Why gamble 
on uncertain factors if India's natural ratio of 1.1. 4d., that stood for 
20 yeau ~Dshaken by the crisis of 1907-1906, and shaken only after 1917 
by a world convulsion, and then, too, mainly because of the embargo on 
the import of gold, is still within India'. reach P 

UnpaTaUeZed frocedwre. 

153. The fncts and figures that I have stated, and the reoordo from 
which I have quoted, conclusively show thwt. the Executive had made up 
their minds to work up to a Is. 6d. ratio long before this Commisaion 
was appointed to examine the que8tion~ Indeed, they have presented to 
us the issue in this regard as a " fait accompli," achieved by them, Dot 
having hesitated by manipulation to keep up the rate even while we were 
in Session. I cannot conceive of any parallel to Buch 8< procedure in an, 
country. 

PURSHOTAMDA8 THAKURDA8. 

(8/.6) (69100.-21) w~ lUoo-m IlOO 9/28 B. S~ G 11 
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THE ROYAL COMMISSION. 
GEORGE R.Io 
GEORGE THE FIFTH, by the Grace of God, of the United Kingdom 

of Great Britain and Ireland and of the Britisl\ Dominions 
beyond the Seas King, Defender of the Faith, Emperor of 
India, to 

Our Right Trusty and Well-beloved Cousin and Counsellor 
Arthur Hamilton, Viscount Lee of Fareham, Knight Grand 
Cross of Our Most Excellent Order of the British Empire, Knight 
Commander of Our Most Honourable Order bf the Bath; and 

Our Trusty and Well-beloved:-
Sir Reginald Henry Craddock, Knight Grand Commander of 

Our Most Eminent Order of the Indian Empire,Knight Commander 
of Our Most Exalted Order of the Star of India, late Lieutenant
Governor of Burma; 

Sir Cyril Jackson, Knight Commander of Our Most Excellent 
Order of the British Empire; 

·Sir Chimanlal Harilal Setalvad, Knight, Member of, the 
Executive Council of the Governor of Bombay; 

Khan Bahadur Sir Muhammad Habibullah, Sahib Bahadur, 
Knight, Companion of Our Most Eminent Order of the Indian 
Empire, Member of the Executive Council of the Governor of 
Madras ; 

Rai Bahadur Hari Kishan Kaul, Companion of Our Most 
Exalted Order of the Star of India, Companion of Our Most 
Eminent Order of the Indian Empire, Commissioner, Punjab; 

David Petrie, Esquire, Companion of Our Most Eminent 
Order of the Indian Empire, Commander of the Royal Victorian 
Order, Commander of Our MQst Excellent Order of the British 
Empire, Indian Police Service; 

Bhupendranath Basu, Esquire, Member of the Council of 
India; and 

Reginald Coupland, Esquire, Beit Professor of Colonial 
History in Our University of Oxford. 

Greeting I 
Whereas, having regard to the necessity for maintaining a 

standard of administration in conformity with the responsibilitieS 
of the Crown for the Government of India, and to the declared 
policy of Parliament in respect of the increasing association of 
Indians in every branch of the administration, and in view of 
the experience now gained of the operation of the system of 
government established by the Government of India Act in respect 
of the superior Civil Services in India, We have deemerl it expedient 
that a Commission should forthwith issue to enquire into :-

(1) The organisation and general conditions of service. 
financial and otherwise, of those Services; 

(2) The possibility of transferring immediately or gradually 
any of their present .uties and functions to services 
constituted on a provincial basis; 

• Sir Chimanlal Setalvad resigned IDa membership of the Commission 
on 22nd Oct.. 1923. and his place was filled by the appointment. on 
26th Oct .• 1923. of Mr. N. M. Samarth. 
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(3) The recruitment of Europeans and Indians respectively 
for which provision should be made under the Con
stitution established by the said Act, and the best 
me.thods of ensuring and maintaining such recruitment; 
and to make recommendations: 

Now know ye, that We, reposing great trust and confidence 
in your knowledge and ability, have authorised and appointed 
and do by these Presents authorise and appoint you, the said 
Arthur Hamilton, Viscount Lee of Fareham (Chairman); Sir 
Reginald Henry Craddock; Sir Cyril Jackson; Sir Chimanlal 
Harilal Setalvad; Sir Muhammad Habibullah; Hari Kishan 
Kaul; David Petrie, Bhupendranath Basu and Reginald Coupland 
to be Our Commissioners for the purposes of the said enquiry. 

And for the better effecting the purposes of this Our Com
mission, We do by these Presents give and grant unto you, or 
any three or more of you, full power, at any place in Our said 
United Kingdom of Great Britain and Ireland, or in India, to 
call before you such persons as you shall judge likely to afford 
you any information upon the subject of this Our Commission; 
and also, whether in Our said United Kingdom, or in India, to 
call for information in writing; to call for, have access to and 

.examine all such books, documents, registers and records as may 
afford you the fullest information on the" subject, and to enquire 
of and concerning the premises by' all other lawful ways and 
means whatsoever. . 

And We do by these Presents authorise and empower you, 
or anyone or more of you, to visit and personally inspect such 
places as you may deem it expedient so to inspect for the more 
effectual carrying out of the purposes aforesaid. 

And We do by these Presents will and ordain that this Our 
Commission shall continue in full force and virtue, and that 
you, Our said Commissioners, or any three or more ol you, may 
from time to time proceed in the execution thereof, and of every 
matter and thing therein contained, although the same be not 
continued from time to time by adjournment. 

And We. do further ordain that you, or any three or more of 
you, have liberty to report your proceedings under this Our 
Commission from time to time, if you shall judge it expedient 
so to do. 

And Our further will and pleasure is that you do, with as 
little delay as possible, report to Us under your hands and seals, 
or under the \lands and seals of any three or more of you, your 
opinion upon the matters herein submitted for y,our consideration. 

Given at Our Court at Saini James's, the fifteenth day of 
June, one thousand nine hundred and twenty-three, 
in the fourteenth year ~f Our Reign. 

By His Majesty's Command, 
W. C. BriIlg_ 

A 
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ROY AL COMMISSION ON THE SUPERIOR 
CIVIL SERVICES IN INDIA. 

REPORT. 

TO.THE KING'S MOST EXCELLENT MAJESTY. 

MAY IT PLEASE YOUR MAJESTY. 

We, the undersigned Commissioners having been appointed 
to enquire into:-

(i) The organisation and general conditions of service. finan
cial and otherwise, of the superior Civil Services in 
India; 

(ii) The possibility of transferring "immediately or gradually 
any of their present duties and functions to services 
constituted on a provincial basis ; 

(iii) The recruitment of Europeans and Indians respectively 
ior which provision should be made under the Con
stitution established by the Government of India Act, 
and the best methods of ensuring and mainlaining such 
recruitment; 

humbly submit to Your Majesty the following Report:-

1. In considering the matters referred to us. we have through
out borne in mind the terms of our Warrant of Appointment which 
laid stress on .. the necessity for maintaining a standard of 
administration in conformity with the resPQ.nsibilities of the 
Crown for the government of India. and the declared policy ot 
Parliament in respect of the increasing association of Indians in 
every branch of the administration. and the experience now 

·gained of the operation of the system of government established 
by the Government of India Act in respect of the superior Civil 
Services in lndia." 

2. We assembled in India, at Delhi, on 4th November, 1923, 
and addressed ourselves in the first instance to the task of revising, 
and finally approving. the terms of the provisional questionnaires 
which had been drawn up by the Chairman and which we had 
determined should be the principal method employed to ascertain 
the trend of representative official and non-official opinion on 
the subjects comprised within our terms of reference. Copi~ of 

AS 
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these questionnaires, as approved and issued, are printed as 
Appendix I to this Report. The main distribution of these 
questionnaires was undertaken on our behalf by Local Govern
ments. They were also published widely in the Press. Some 
1,300 replies were forwarded to us direct by individuals and 
associations scattered throughout the length and breadth of 
India, in addition to about 100 from Great Britain, the latter on 
the basis of the provisional questionnaires issued by the Chairman 
in England. Of these witnesses 411, official and non-official, 
have been further examined orally, more than half of them in 
private in accordance with their request. . 

3. After preliminary and informal conferences at Delhi 
with the Secretaries to the Government of India in the Home, 
Legislative, Army, Foreign, Political, Industries and Labour, 
Education and Health and Lands Departments, and with other 
officers, we proceeded successively to Allahabad, Bombay, 
Madras, Calcutta, Patna and Lahore for the purpose of supple
menting the evidence contained in the written replies to our 
questionnaires by the oral examination of selected witnesses, 
and by private and informal conferences with Provincial Govern
ments. In the course of these travels the distance covered by 
the Commission approximated to 6,500 miles. Pressure of time, 
and considerations of economy, led us to decide not to visit 
the Central Provinces, Burma, Assam, the North-West Frontier 
Province or Baluchistan, but arrangements were made by which 
witnesses from the Central Provinces were heard at Bombay, 
those from Burma and Assam at Calcutta, and tho!e from the 
North-West Frontier Province at Lahore, while the written 
statements' submitted by witnesses from Baluchistan proved 
sufficient for our purpose so far as that administration was 
concerned. 

4. We returned to Delhi in February, for the purpose of 
recording evidence from a number of officials and heads of 
Departm~nts in the Central Services serving under the Govern
ment of India, including the Director-General of Posts and 
Telegraphs, the' Chief COIDJ!lissioner of Railways, !l Member 
of the Central Board of Revenue and the Auditor-General, and 
from Ii number of officers of All-India Services working at the 
headquarters of the Government of India, including the Director. 
General of the Indian Medical Service, the Inspector-General 
of Forests, the Agricultural Adviser and the Educational Com
missioner. Subsequently we proceeded to Mount Abu, Rajputana, 
for the consideration of our present Report which we concluded 
there on 27th March. 

5. We desire to take this opportunity of recording our appre
ciation of the trouble and labour expended by the recipients 
of questionnaires in the preparation of their written replies. 
The considered and exhaustive nature of these documents has 
been of the greatest possible assistance to uS in our deliberations. 
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We gladly record also, our obligations to the Government of 
India and to the various Local Governments for their courtesy 
in placing office and other accommodation at our disposal, and 
generally facilitating the prosecution of our enquiries. 

CHAPTER 1. 

THE GENESIS OF THE COMMISSION. 

S. The great majority of Government officials in India are 
divided into c~asses corresponding to differences in the responsi
bility of the work performed and the qualifications required. 
These classes are organised for the most part as .. Services." 
This Commission is concerned only with the highest or the Superior 
Civil Services dealing with each branch of the administration. 
The second class of Services is usually known as .. provincial" ; 
the third class as .. subordinate"; and with these the Commission 
is not directly concerned. 

The Superior Civil Services themselves are divided into two 
classes, according as they administer subjects which are under 
the direct management of tlie Central Government in India or 
subjects which are primarily controlled by the Provincial Go
vernments. The former class consists of the Central Services, 
which deal, intM alia, with the Indian States and frontier affairs, 
the administration of the State Railways, with Posts and Tel~ 
graphs, Customs, Audit and Accounts, and with scientific or 
technical departments such as the Survey of India, the Geological 
Survey and the ArchleOlogical Department. The other class 
which works primarily under the Provincial Governments CO!Il
prises tlle All-India Services. The term may at first sight appear 
inappropriate to Services which are essentially concerned with 
administration in the Provinces. It marks the fact; however, 
that these Services are recruited by the Secretary of State, for 
work in any part of India, and that each, though scattered through 
the Provinces, forms one Service with one basis of remuneration . 

. Though an officer of an All-India Service is assigned to and as a 
rule remains in one Province thtoughout his career, he may be 
transferred to another Province; while a certain number of 
officers are Utken by the Government of India from the Provinces 
to assist ia the discllarge of its central functions. Services of 
this nature differ essentially from the Provincial Services which 
are reoruited in a Province solely for provincial work, and it 
is to mark tlris distinction that these Services have been given 
the title of .. All-India." As the main part of the actual ad
ministration of India is carried out by the Provincial Governments, 
it follows that the All-India Services are the main executive 
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agents of the administration throughout the country. The 
following table shows the sanctioned strength and actual numbers 
of these Services on 1st January, 1924 :-

The All-India Services. 

Indian Civil Service 
Indian Police Service 
Indian Forest Service .. 
Indian Educational Service-

(Men) 
(Women) 

Indian Agricultural Service .. 
Indian Veterinary Service 
Indian Forest Engineering Service 
Indian Medical Service (Civil) 
Indian Service of Engineers •. 

Total 

Sanctioned 
Strength. 

1,350 
732 
399 

379 
42 

157 
54 
18 

420 
728 

4,279 

The Islington Commission. 

Actual 
Numbers. 

1,290 
739 
348 

309 
36 

109 
38 
17 

373 
716 

3,975 

7. The Civil Services in India came under detailed review by 
the Royal Commission on the Public Services presided over by 
Lord Islington (generally known as the Islington Commission) 
which assembled on the 31st December, 1912, and signed its 
.Report fJ on the 14th August, 1915. It was not the task of that 
Commission to attempt to alter the structure of administrati,on 
which it found in existence. Its labOurs were directed merely 
to making such adaptations in the composition of the Services, 
and their organisation or financial conditions, as the circumstances 
of the time required. Apart from numerous recommendations 
directed to improving what may be called the technical organisa
tion and efficiency of the Services, the Commission devoted 
itself mainly to exploring the possibilities of a wider employment 
of Indians in the Superior Services and to an examination of the 
conditions of service, particularly on their financial side. 

8. The Report of the IsliI\gton Commission was signed in 
August, 1915, when the war had been in progress for a year. 
The Govemments, both in India and in England, were fully 
occupied with the prosecution of the war. Consequently the 
consideration of the proposals of the Commission ms deferred 
and the Report was not published till the 26th January, 1917. 
Before the Report could be taken into serious consideration the 
facts on which it was based had materially changed. On 20th 
August, 1917, the Secretary of State announced in the House of 

BCd. 8382. 
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Commons that the policy of His Majesty's Government was that 
of .. the increasing association of Indians in every branch of the 
administration and the gradual development of self-governing 
institutions with a view to the progressive realisation of responsible 
government in India as an integral part of the British Empire." 
Further, the war had in India, as elsewhere throughout the world, 
produced an upheaval of prices which had greatly increased the 
cost of living, and this factor had obviously not been taken into 
account in the rates of pay which the Commission proposed. 

There were thus three new factors in the situation: (a) the 
special stress laid on the increasing associatlon of Indians in every 
branch of the administration; (b) the new policy directed towards 
the progressive realisation of responsible government; (e) the 
marked change in the cost of livmg. It was easier to recognise 
these new factors than to devise measures to meet them. The 
Government of India, in their elaborate examiI'ation of the. 
recommendations of the Islington Commission, and the Secretary 
of State in the orders which he passed, clearly endeavoured to 
give due weight to the changed and changing conditions. It 
was, however, impossible to produce a scheme which would fit 
the new ~rcumstances without a complete re-examinatioll of 
the problem, and the orders which were passed during the course 
of the years 1919-20, on the recommendatlons of the Islington 
Commission, suffered inevitably from having been based on an 
investig'ltion which subsequent eve~ts were reI'dering obsolete. 

The Momagu-Chelmsford Enquiry. 
9. The progressive influence of these new factors on the 

problems of the Services will be examined in detail in the body of 
this Report, but it will be convenient at this point to summarise 
briefly the chief events which led up to the appointment of the 

. present Royal Commission. We have already referred to the 
announcement of the new policy contained in the Declaration of 
20th August, 1917. In pursuance of this Declaration the Secre
tary of State visited India in the winter of 1917-18 and, in 
collaboration with the Viceroy, made a detailed enquiry into the 
measures necessary to give effect to the new policy. The result 
of this inquiry is contained in the Report on Indian Constitutional 
Reforms by Mr. Montagu and Lord Chehhsford, commonly 
known as the Montagu-Che1msford Report.· This elabo.ate 
review of 'the whole situation formed the basis for lengthy and 
detailed discussion in India and in England out of which the 
Government'of India Act (1919) finilly emerged. This Act. 
with the Rules made thereunder, embodies the present constitu
tion of India. 

SNbsequenl Developmettls. 
10. It was hoped that the inception of the new policy would 

eliminate the primary cause of unrest in India. but unhappily 
the development of events belied this hope. Owing to causes 

* Cd. 9109. 
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which it is not within our province to examine, unrest increased. 
The relations between the 'political classes and the Services 
in~tead of being improved were markedly worsened. In the 
mm.ds of th~ Ser~ces the uncertainty of the political future of 
India, combmed WIth attacks upon them in the press and on the 
platform, and their steadily deteriorating financial condition, 
P!oduced feelings of anxiety and discontent. In Indian political 
clrcle~, o~ the othe~ hand, the new system seemed incomplete and 
slow m Its operatIon. It seemed incomplete because the self
government granted in the" transferred" . field was limited by 
.the fact that the membet;; of the All-India Services engaged 
therein were still under the ultimate control of the Secretary of 
:State. It seemed slow in operation because the rate of Indianisa
tion adopted since 1919 was regarded as illiberal. In the course 
·of our tour through India we inquired into each of these causes 
.?f discontent; and we propose to discuss them in greater detail 
JIl subsequent sections of our Report. It is enough now to 
yoint out that in the course of 1922 they impelled both the Secre
tary of State and the Government of India to take action. 

11. The immediate preoccupation of the Secretary of State 
was the check in the flow of recruits for the Indian· Services. 
Accordingly he appointed a Committee, presided over by Lord 
MacDonnell, to enquire into the impediments to recruitment. 
The Committee reported on 21st June, 1922. Though certain 
detailed suggestions for improvement were made, the majority 
of the members, in a supplementary note, admitted that these 
recommendations were mere palliatives, and suggested that the 
time had come to consider on b.roader lines how the organisation 
of the Public Services could be adjusted to suit the recent con
stitutional changes. 

While the Secretary of State was considering the problem. 
arising out of the decline in European recruitment, the Govern
ment of India was being incessantly pressed to accelerate Indiani
sation. In order to clear the ground, all Local Governments 
were consulted on 30th May, 1922, in a letter which has become 
famous in the vocabulary of recent Indian politics under the 
name of the .. O'Donnell Circular." In this letter the arguments 
for and against a drastic reduction or complete cessation of 
European recruitment were clearly summarised. Thus, within 
four years from the passing of the Government of India Act, 
both the Secretary of State and the Government of India had 
been obliged to reconsider the whole question of ,the Services. 
But the problems were ouly stated, they were not solved, by the 
MacDonnell Committee's Report and the O'Donnell Circular, and 
it was the need for a fresh, full and impartial enquiry into the 
means of solving them that led to the appointment of the present 
Royal Commission. 
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PART I.-ORGANISATION. 

CHAPTER II. 

ApPOINTMENT AND. CONTROL OF THE SERVICES. 

12. The question of the appointment and control of the 
Services has been one of the principal issues of our enquiry. 
We were met at the outset by a strong plea, on the part of 
modet-ate Indian oplnion, for the transference to some authority 
in India of the functions of appointment and control at present 
exercised by the Secretary of State. 

The proposals laid before us in this regard were that these 
powers should be transferred either to the Government of India 
or to Provincial Governments. In many quarters it was felt that 
the .. Public Service Commission," required to be established 
in accordance with Section 96 C of the Government of India Act 
and dealt with by us in Chapter IV of our Report, should assist 
the Government concerned in the discharge of its responsibilities. 

We now propose to consider the above suggestions as applied! 
to the various Services, whis:h for that purpose may be classified 
as: (i) Services operating in the reserved fields of administration; 
(ii) those operating in transferred fields; and (iii) the Central 
Services under the Government of India. 

(i) SMVUes OPeriUing "' Reserved Fields. 

13. These are the Indian Civil Service, the Indian Police 
Service, the Irrigation Branch of the Indian Service of Engineers, 
the whole cadre of this Service in Assam, and, except in the 
Provinces of Burma and Bombay, the Indian Forest Service. 

We are agreed that in present conditions the appointment 
of and control over these Services must continue to vest in the 
Secretary of State. Some of our Members think that this con
clusion follows inevitably from the principles implicit in the 
Government of India Act. Others of our Members are not prepared 
to accept this view, and hold that such a transfer is contemplated 
by the provisions of the Act. In spite, however, of this inability 
to agree on the constitutional position, we are agreed that the 
Secretary of State should for the present retain his' powers of 
appointment and control of the All-India Services. . 

(~ SMVius O~fUing if! TrfilflSjerred Fields. 

14. These are the Indian Educational Service, the Indian 
Agricultural Service, the Indian Veterinary Servioe and the 
Indian Forest Service (in Burma and Bombay) and the Roads 
and Buildings Branch of the Indian Service of Engineers (except 
in Assam). The Civil side of the Indian Medical Service also 
falls within this category, but requires separate treatment. 
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In the transferred field the responsibility for administration 
rests on Ministers dependent on the confidence of Provincial 
L:~slatures. It has .been represented to us that although 
Ministers have been gtven full power to prescribe policy, they 
might be hampered in carrying it oul! by the lixnitations to their 
control over the All-India Services, inasmuch as members of 
these Services, unlike those of Provincial Services, are appointed 
by the Secretary of State and cannot be dismissed except by 
him, whilst their salaries are not subject to the control of the Local 
Legislatures. • 

Ministers themselves have told us that the All-India officers 
serving under them have, with negligible exceptions. given most 
loyal support in carrying out tbeir policies, but the constitutional 
anomaly remains that the control over the transferred field 
contemplated by the framers of the Government of India Act 
has remained incomplete. Our proposals are framed to remedy 
this particular anomaly. 

15. A considerable body of evidence has been placed before 
us regarding the effect of the cessation of All-India recruitment 
oli the standard of administration in the transferred field, and 
many experienced officers apprehend some deterioration. Subject, 
however, to the assumptions in paragraph 17, we are not convinced 
that the risk attending tl)e change is sufficient to outweigh the 
argument for carrying to a logical conclusion the constitutional 
change effected by the Government of India Act in this field of 
administration. 

We are accordingly of opinion that, for the purposes of 
Local Governments, no further recruitment should be made for 
the Indian Educational Service, . the Indian Agricultural Service, 
and the Indian Veterinary Service, as at present constituted; 
for the Indian Forest Service in Bombay and Burma, and (subject 
to the arrangements set out in paragraph 40 of our Report) 
for the Roads and Buildings Branch of the Indian Service of 
Engineers. The personnel required for these .branches of 
administration should in future be recruited and appointed 
by Local Govemments_ 

16. So far our recommendations apply to appointment only, 
but it is a logical consequence of what we have said above that 
Local Governments should have power to make rules regulating 
the Public Services which will take the place of the present 
All-India Services operating in the transferred field. We accord
ingly recommend that the Secretary of State should make the 
necessary delegation of powers under Section 96 B (2) of the 
Act. The delegation would naturally cover the existing Provincial 
as well as the newly provincialised Services. 

The Government of India, the Secretary of State and Parlia
ment all contemplated this use of Section 96 B (2) at the time the 
Act was passed, but it was regarded as a corollary to the 
delegation of full control that the Local Legislatures should. 
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pass Public Service Acts regulating the Provincial Services. 
These Acts might be expected, inter alia :~ 

(i) To secure selection over the widest possible field </n 
merits and qualifications and to reduce the risks of 
political interference. 

(ti) To lay down procedure for punishment and appeals. 
(ill) To provide satisfactory conditions in regard to such 

matters as pensions, promotions andleave. 
We accordingly recommend that, if our proposals for devolu

tion and control are accepted, Local Governments and Local 
Legislative Councils should take immediate steps to secure the 
legislation suggested above. ' 

17. Our conclusions under this Section of our Report are 
dependent on the asswnption that no change will be made in the 
position of the existing members of the All-India Services 
operating in the transferred field, that they will retain all the 
rights of officers of an All-India -Service, and that they will 
receive any concession.;; in pay, pension, allowances, etc., which 
are sanctioned for corresponding All-fndia Services in the 
.. reserved .. field of administration. 

(iii) Central Services. 
18. SUbject to the provisions of the Government of India Act, 

the Secretary of State retains powers of superintendence, direction, 
and control in regard to the field of administration in which the 
Central Services are employed. 

Appointments to some of these Services are made entirely by 
the Secretary of State; to others the Government of India makes 
all appointments, and in a third group appointments are made 
partly by the Secretary of State and partly by the Government, 
of India. So far as appointments are not made by the Secretary 
of State, his control over the Services is restricted; for, under 
Section fjJ A (3) (iii) of the Government of India Act, the salaries 
and pensions of officers not appointed by him are subject to the 
vote of the Legislative Assembly. 

19. We understand that the extent to which the Secretary of 
State finds it necessary in practice to exercise his powers of 
direct, as distinct from ultimate, control is less in the case of some 
of these Services than in others, and it seems to us 'unnecessary 
that he should retain his power of appointment to the former 
class, particularly as the tendency is more and more to make 
appointment~ to them in India. We have accordingly examined 
the Central Services from this point of view, and we recommend 
that:-

(i) All appointments to 
The Political Department, 
The Imperial Customs Department, 
The Ecclesiastical Department. 

should be made by the Secretary of State. 
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(ii) All appointments to the remainder of the Central Services 
should be m'ade by the Government of India, with the 
exception of 

The State Railway Engineers, 
The Superior Revenue Establishment, State Rail

ways, and 
The Superior Telegraph and Wireless Branch, 

(iii) We have found it difficult to bring these three Services 
within either of the above groups, and we accordingly 
recommend that appointment should continue to be 
made as at present, that is to say, by the Secretary 
of State in respect of the recruits both European and 
Indian appointed in Europe, and by the Government 
of India in respect of the recruits appointed in India, 

(Note.-Officers of the Indian Civil Service and 
military officers employed in Central Services should 
continue to be appointed by the Secretary of State). 

CHAPTER III, 

THE INDIAN MEDICAL SERVICE. 

20. The following proposals are intimately connected with 
our proposals in Chapter XI for the provision of European 
medical attendance for the European members of the Services, 
and they should be read together. • 

21, Established in the first instance as a military service for 
duty with the Indian Army, the Indian Medical Service has 
played a notable part in the civil life of India. It has not only 
devotc!d itself to the medical care of the civil population of both 
races; it has also been the chief agent in spreading throughout 
India, by means of collegiate and hospital teaching and by 
personal example, Western ideas of medicine, surgery and sani
tation, while amongst those who have devoted themselves to. 
original research are some whose names are held in honour 
throughout the world. It has been increasingly evident, however, 
for some years past that some readjustment was desirable in 
the constitution of the medical service in India. A new position 
has been created by the fact that, under the reforms system, 
the medical needs of the civil population are now the care of a 
Minister in charge of a transferred department. In the second 
place, it has been argued that it was cumbrous and uneconomical 
that two separate Services, the Indian Medical Service and the 
Royal Army Medical Corps, should be maintained, side by side, 
for attendance on the troops stationed in India. These matters 
were the subject of very careful consideration by the Verney
Lovett Committee in 1919. They recommended that there 
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should be one" Indian Medical CoxPs." responsible for the whole 
of the medical administration in India. both civil and military. 
This Corps was intended to take over the work of the Royal 
Army Medical Corps. which would disappear from India. 

We approach this matter with some diffidence. since. though 
we have heard many witnesses on the subject. we have not been 
able to devote ourselves entirely. as did the Verney-Lovett 
GomInittee. to this one question. It appears to us. however. 
that some steps must now be taken to settle the future status 
of the medical services in India. as well as to secure choice of 
treatment by men of their own race for British and Indians 
alike. 

22. There has been difficulty of late years in securing British 
recruits for the Indian Medical Service. Much of this difficulty 
has no doubt been due to the universal shortage of medical 
men. which has been felt everywhere since the great war during 
which the ordinary training of medical students practically 
ceased. There seems. however. no doubt that the Indian Medical 
Service. as at present constituted, is less attractive than in the 
past. At the present time there is a shortage on the civil side of 
no less than 57 officers in the authorised cadre of 420. 

Bearing in mind that there must be an adequate military 
reserve. and that civil medical administration is now in charge 
of Ministers. we think that on the whole the following solution 
is worthy of consideration :-

(II) That. while all concessions granted to other .. All-India 
Services should be extended to the existing members 
of the Indian Medical Service in civil employ. no 
attempt should be made to perpetuate that Service as 
at present constituted. 

(h) That, contrary to the recommendation of the Verney
Lovett ComInittee that the Indian Medical Service 
should be developed into a new .. Indian Medical 
Corps .. which should absorb the Royal Army Medical 
Corps in India. the medical needs of both the British and 
Indian Armies in India should be provided for. in future. 
by the Royal Army Medical Corps (India) which 
should absorb the Indian Medical Service. 

This is the scheme proposed and elaborated by . the late 
Director of Medical Services (Ueutenant-General Sir Charles 
Burtchaell). and full details will be found in Appendix II. 

This beiDg mainly a military question, it would not be fitting 
that we should attempt to expound or argue the merits of the 
Burtchaell scheme. beyond saying that, in our view. it is capable 
of adaptation to meet the requirements of the Provinces for 
a separate civil medical service and to provide the necessary 
nucleus of British medical officers which we regard as vital to 
the needs and contentment of British civil servants iI! India. 
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23. Our consequential recommendations are as follows :-
(e) A Civil Medical Service should be constituted in each 

Province and recruited, for the Local Government, 
by the Public Service CommissiGm, (See Chapter IV.) 
on the basis of a competitive examination both in 
England and India. The standards for this examina
tion should be fixed by the Public Service Commission 
in consultation with the Local Governments, the 
Director-General Indian Medical Service (or the corres
ponding officer with the Government of India), and the 
Medical Adviser to the Secretary of State in England, 

The rates of pay and other conditions of service 
should be fixed by the Local Government in consulta
tion with the Public Service Commission. 

It should be part of the terms of contract that every 
officer of the Civil Medical Service should be liable for 
service with the Royal Army Medical Corps (India) in 
the event of a war involving a general mobilisation. 

(tl) The mininIum number of British officers to be main
tained in the Civil Medical Service should be determined 
by the Secretary of State, in consultation with the 
Government of India and the Local Governments con
cerned, on the basis of paragraph 93 (a) of this Report. 
This number should not be varied except by order of 
the Secretary of State, and the responsibility for its 
maintenance should in the last resort rest upon him. 

(e) Of this prescribed British element in the Civil Medical 
Service, one-half (or a number not less than that of 
British medical officers from civil employ, needed for 
the Regular Military Reserve,- whichever is the larger) 
should be reserved for British officers to be seconded· 
from the Royal Army Medical Corps (India) in the 
manner suggested in the Burtchaell scheme, the 
remainder being obtained through the competitive 
examination referred to in (e) above. 

(/) If the quota of British officers required to complete the 
authorised establishment referred to in (d) above 
cannot be obtained by the Local Government, under 
the system prescribed in (e), the deficiency should be 
made up, so far as practicable, by increased seconding 
of officers from the Royal Army Medical Corps (India). 

Failing the requisite number from that source, 
which in our view is an unlikely contingency, it is for 
consideration whether the deficiency could be made up 

• On this point we have proceeded upon the assumption that the 
quota of military medical officers from civil employ required for the 
Reserve will not exceed the total (122) specified in the D.M.S's. memor
andum of 2nd July, 1922, attached to Government of India Despatch No. I 
of 1923 (Department of Education and Health). 
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by special additional recruitment by the Royal Army 
Medical Corps (India) of officers. who could be detailed 
temporarily for service in the Civil Department and be 
available as an addition to the Regular Military 
Reserve. 

(g) With regard to the professorial appointments in Govern
ment Colleges and· Hospitals, we draw attention to the 
specific recommendation made by the Islington Com
mission in paragraph (xxx), at page 268 of their Report. 
A distinction is there drawn between the clinical chairs, 
which should be reserved, for so long as a fit person 
is available, for officers of the Civil Medical. Services, 
however recruited, and the scientific chairs, which 
should be thrown open to all candidates. We are 
disposed to agree with these recommendations. 
subject to the substitution of the Public Service Com
mission for the Recruiting Committee referred to at 
page 268 [in paragraph (xxxiv)] of the Islington Com
mission's Report. 

CHAPTER IV. 

THE PUBLIC SERVICE COMMISSION. 

24. Wherever democratic institutions exist, experience has 
shown that to secure an efficient Civil Service it is essential to 
protect it so far as possible from political or personal influences 
and to give it that position of stability and security which is 
vital to its successful working as the impartial and efficient 
instrument by which Governments, of whatever political com
plexion, may give effect to their policies. In CO\lIltries where this 
principle has been neglected, and where the .. spoils system .. 
has taken its place, an inefficient and disorganised Civil Service 
has been the inevitable result and corruption has been rampant. 
In America a Civil Service Commission has been constituted to 
control recruitment of the Services, but, for the purposes of India 
it is from the Dominions of the British Empire that more 
relevant and useful lessons can perhaps be drawn. Canada, 
Australia and South Africa now possess Public or Civil Services 
Acts regulating the position and control of the Public Services, 
and a commQll feature of them all is the constitution of a Public 
Service Commission. to which the duty of administering the 
Acts is entrusted. It was this need which the framers of the 
Government of lIadia Act had in mind when they made pro
vision in Section 96 C for the establishment of a Public Service 
Commission to discharge .. in regard to recruitment and control 
of the Public Services in India such functions as may be assigned 
thereto by rules made by the Secretary of State in Council." 
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Since the passing of the Act, a prolonged correspondence, 
·extending over nearly four years, has passed between the 
Secretary of State, _ the Government of India, and Local Govern
ments, regarding the functions and machinery of the body to 
be set up. No decisions have, however, been arrived at, -and the 
subject has been referred to this Commission for consideration. 

25. We have given this matter our special attention and, 
in the light of the evidence as to Service conditions in general 
that has been placed before us, we are convinced that the 
_statutory Public Service Commission contemplated by the 
Government of India Act should be established without delay. 

It should, in our opinion, consist of a central body of five 
members, the maximum number permitted by the Act. As 
~egards .. the qualifications for appointment and the pay and 
pension (if any) attaching to the office of Chairman and member" 
(see Section 96 C (1) of the Act) we do not wish to infringe in 
-any way the prerogative and discretion of the Secretary of State 
in Council. We would venture, however, to emphasise the 
paramQunt importance of securing as members of the Com
mission, men of the highest public standing, who will appreciate 
the vital and intimate relationship which should exist between 
.the State and its servants. These Commissioners should be 
detached so far as practicable from all political associations and 
-should possess, in the case of two of their number at least, high 
judicial or other legal qualifications. They should, we suggest 
be whole-time officers and their emoluments should not be less 
-than those of High Court Judges. 

26. The Public Service Commission, as we contemplate it, 
will be an All-India body; and, in so far as it may be invited by 
Local Governments to assist in dealing with problems of provincial 
.administration, means must be provided to secure for it competent 
advice on provincial matters and to bring it into touch with 
local authorities. The requisite link might be found in the 
Chairmen of the Provincial Selection Boards, who, in our opinion, 
should be paid -full-time officials appointed by the Governor 
in Council in consultation with the Public Service Commission. 
These Chairmen would not be members of the Commission, 
but would act as its advisers on all local matters. 

'1:7. The functions which should, at the outset, pe assigned to 
:the Public Service Commission faIl into two categories :-

(i) The recruitment of personnel for the Public Services and 
the establishment and maintenance uf proper standards 
of qualification for admission to them; 

(ti) Quasi-judicial functions connected with the disciplinary 
control and protection of the Services. 
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Our proposals under the first head are as follows :-
(i) The Public Service Commission should be charged with 

the duty of recruitment for the All-India Services as 
the agent of the Secretary of State so far as it is carried 
out in India. 

(ii) In respect of recruitment for the Central Services, and if a 
Local Government should so desire for Provincial 
Services (including Services provincialised under our 
proposals in Chapter II), it should act as agent of the 
Secretary of State, the Government of India or the 
Local Governments as the case may be. 

(iii) The Public Service Commission should be the final autho
rity, so far as recruitment in India is concerned,. for 
determining, in consultation with the Secretary of 
State, the Government of India or the Local Govern
ments as the case may be, the standards of qualification 
and the methods of examination for the Civil Services, 
whether the channel of entry be by examination or 
nomination. 

Under the second head we make the following recommenda
tions:-

(i) Appeals to the Governor-General in Council against 
such orders of local Governments as are declared by 
the Governor-General in Council to be appealable 
should be referred to the Public Service Commission ; 
the Public Service Commission should report to the 
Governor-General in Council its judgment on the facts 
and its recommendation as to the action to be taken; 
and the officer concerned, if dissatisfied with the 
orders passed by the Government of India, should 
retain his right of appeal to the Secretary of State, 
provided that his case is certified by the Public Service 
Commission as a fit one for such appeal, in which case 
the Public Service Commission shall also furnish him 
with a. copy of its report. 

(ii) Appeals from the Government of India which now lie to 
. the Secretary of State should hereafter be referred to 

the Public Service Commission in the same manner as 
in the case of appeals to the Government of India (and 
the Commission will report to the Secretary of State 
iff the same manner as in the case of appeals to the 
Governm~nt of India). 

28. When a breach of the legal covenant between an officer 
and the appointing authority, proposed in paragraph 85 of our 
Report, is alleged, the aggrieved officer should have the right to 
apply to the Public Service Commission for a certificate that his 
case is pnme /acU a fit one for adjudication by a civil court. 
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The Public Service Commission should consider such application 
and, if satisfied in that behalf, grant the certificate. If the 
officer's claim is subsequently sustained by the courts, but not 
otherwise, the whole cost of the legal proceedings should be 
defrayed by the Government concerned. In the absence of such 
a certificate the ordinary rules as to costs should apply. 

29. In addition to the functions under these two heads, the 
Public Service Commission should also deal with any suitable 
questions referred to it by the Government of India or Local 
Governments on their own initiative. For example, it might 
advise in cases in which the interpretation of regulations is in 
dispute; or on general questions of Service conditions, particu
larly if legislation is contemplated. 

30. In making these proposals, we have conceived the Public 
Service Commission as primarily concerned with the All-India 
Servi<?es and the Central Services. We are not suggesting, save 
ouly with regard to the determination of standards of qualifica
tion and methods of examination, that it should be concerned with 
the Provincial Service~. We are aware that any proposal that a 
central Public Service Commission should be empowered to inter
fere on its own initiative in provincial adiuinistration would be 
regarded as violating the principle of provincial autonomy. In 
our view, therefore, the Public Service Commission should not 
forcibly be intruded into the provincial field; its knowledge and 
experience should merely be placed at the disposal ot Local 
Governments. We are confident that the Public Service Com
mission will become in course of time the recognised expert 
authority, in India, on all Service questions. 

31. In conclusion, we regard our recommendations under this 
head as one of the cardinal features of our report, and as forming 
an integral and essential part of the whole structure of our 
proposals for the future of the Services. We therefore trus t 
that effect to them may be given as soon as practicable. 

CHAPTER V.' 

INDIANISATION. 

32. In our summary of the circumstances whi .. h led to the 
appointment of the present Royal Commission, we have drawn 
attention to the fact that the rates of Indianisation of the Services 
now in operation, although representing a marked advance on 
those obtaining before 1919, have nevertheless been criticised in 
some quarters on the ground that they move too slowly in the 
direction desired by Indian public opinion. This is to some 
extent una voidable in the case of any reform which seeks to change 
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the personnel of the Services without seriously disturbing the 
stability and continuity of public administration during the 
transitional period. . 

We do not propose to argue the case for Indianisation de novo. 
The question was among those remitted for consideration to the 
Islington Commission, and the various relevant considerations 
were fully discussed in their Report. Subsequent to the signature 
of that Report, and before orders were issued on its recommenda" 
tions, the announeementof August, 1917, had entirely changed the 
constitutional outlook. In the words of the authors of the Report 
on Indian Constitutional Reforms, the success of the new policy 
.. must very largely depend on the extent to which it is found 
possible to introduce Indians into every branch of the admini
stration." Recoguising that Indianisation must be a .. long and 
steady process," they reconunended that recruitment of a largely 
increased proportion of Indians should be iuitiated without delay, 
if the Services .. are to be substantially Indian in personnel by 
the time that India is ripe for responsible government." 

Subsequently the declared policy of your Majesty's Govern
ment to provide for the .. increasing association of Indians in 
every branch of the administration" was placed in the forefront 
of the preamble to the Government of India Act, 1919, !!oS also of 
our Terms of Reference. 

33. The orders at present in force regarding the Indianisation 
of the Services were passed in 1919 anq 1920 on the recommenda
tions of the Islington Commission and in the light of those con
tained in the Report on Indian Constitutional Reforms. These 
orders as affecting the All-India Services are summarised in 
Annexure III of Appendix I. The scale of recruitment of Indians 
varies from 33 per cent. in the Indian Police Service up to 50 
per cent. in the Agricultural, Educational and Veterinary Services 
and the Indian Service of Engineers. Actually the supply of 
European recruits has proved inadequate, and in many cases the 
percentages of Indian recruitment laid down have been largely 
exceeded. For instance in the Indian Civil Service, from 1915 to 
1923 inclusive, there has been a deficiency of 125 in the number of 
Europeans who should, in accordance with the existing orders, 
have been recruited, while, in the same period, 12 Indians have 
been recruited above the numbers laid down. Again, in the 
Educational and Agricultural Services recruitment of Europeans 
has practically ceased except in Burma. . 

As we haw"already shown. however. the rates of recruitment of 
Indians. though in some cases appreciably higher than had been 
.authorised. did not satisfy Indian political opiuion. In February, 
19'~. the following resolution was adopted by the LegisIative 
Assembly:-

.. This Assembly recommends to the GOvernor-General in 
Council that enquiries should, without delay, be inaugurated 
as to the measures possible to give further effect to the 



18 REPORT OF THE ROYAL COMMISSION ON 

Declaration of 20th August, 1917, in the direction of increased 
recruitment of Indians for the All-India Services, and also 
that steps be taken to provide in India such educational 
facilities as would enable Indians to enter the technical 
services iD. larger numbers than is at present possible." 

The views of the Local Governments were thereupon canvassed 
by the Government of India in the communication known as the 
.. O'Donnell Circular," to which we have already referred. 

34. The O'Donnell Circular marshalled the arguments both 
for and against a reduction in European recruitment for the 
Services. It was clear from its general character, as also from 
the nature of the discussions which preceded and followed it, that 
the question of Indianisation was being viewed by both officials . 
and by public opinion in India from a new angle. In the days of 
the Islington Commission the question was .. How many Indians 
should be admitted into the Public Services?"; it has now 
become .. What is the minimum number of Englishmen which 
must still be recruited? .. 

In arriving at our conclusions in this matter, we have been 
guided by the principles laid down in paragraph 314 of the Report 

. on Indian Constitutional Reforms. They are (i) that the tra
ditional characteristics of the Indian Public Services should as far 
as possible be maintained, and there should be no such sudden 
swamping of any Service with any new element that its whole 
character suffers a rapid alteration, (ii) that there are essential 
differences between the various Services and the· various Pro
vinces, (iii) that there should be, so far as possible, an even distri
bution of Europeans and Indians between the different grades of 
the same Service, i.e., that the cadre should not be disturbed by 
haphazard stratifications, and (iv) that a demand should not be 
'created in excess of the supply. 

We propose to state our conclusions separately for each 
Service. 

(i) Indian Civil Service. 
35. The percentage of recruitment of Indians for the Indian 

Civil Service was fixed in 1920 at 33 per cent., commencing in 
the year 1920, and rising by It per cent. to 48 per cent. to be 
attained in the year 1930, including listed posts. In the present 
year, 1924, it is 39 per cent. . . 

In our view it is desirable, in order not only t~ carry out the 
spirit of the Declaration of August, 1917, but to promote an 
increased feeling of camaraderie and equal sense of responsibility 
between British and Indian members of the Service, that a pro
portion of 50-50 in the cadre of the Indian Civil Service should 
be attained without undue delay and that the present rate of 
Indian recruitment should be accelerated with this object. 
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In this connection some Members of the Commission attach 
particular importance to maintaining this principle of equality 
in the rate of direct recruitment as well, and hold strongly the 
view that the ratio of such recruitment should be maintained 
at 40 Europeans and 40 Indians out of every 100 recruits (the 
remainder to be filled by promotion from the Provincial Civil 
Service) at any rate until the 50-50 cadre is reached. In pressing 
this principle they are willing to contemplate the m,aintenance 
of that ratio of recruitment after the 50-50 cadre is attained and 
to continue it until a cadre of 40-60 is reached in due course. 

According to the calculations which have been supplied to us, 
the foregoing rate of recruitment may be expected (assuming a 
future rate of retirement amongst officers of not less than 10 per 
cent. above the normal) to produce a 50-50 cadre in about 15 
years, by which time the whole situation will again have come 
under review by the second Statutory Commission. 

36. This, in our opinion, might be accepted as a fair and 
prudent rate of progress. If, however, the increased percentage 
of retirements, which is anticipated by somll of our Members as 
likely to obtain in future, should not be realised, or if any other 
abnormal circumstances should arise, such as shortage of recruits 
in any given year, we would leave it to the discretion of the 
Secretary of State to make such adjustments in, the rate of 
recruitment as might ,be necessary to produce a 50-50 cadre in 
15 years from the time of coming into operation of the scheme 
~commended above .. 

We are unanimous in considering that an increase in the rate 
of promotion from the Provincial Civil Services is desirable, 
and we are of opinion that 20 per cent. of the recruits should be 

,obtained from that source in future. At present, the total 
number of posts available for promoted officers has been fix8d 
at a maximum of 16 per cent. of the total cadre, a proportion 
which so far has not been attained. 

(ii) I tUlia,. Police Service. 
:fl. The recruitment of Indians for the Indian Police Service 

was fixed in 1919 at 33 per cent. in Provinces other than the 
North-West Frontier Province and Burma. For the North-West 
Frontier Province the proportion is restricted to 10 per cent. 
and for Burma to 22 per cent., of which at least 15 should be 
Burmans. 'these ratios still obtain. 

In determining the ratios of recruitment to be adopted in 
future, we have taken into account the special circumstances in 
the internal conditions of India which justify exceptional treat
ment of the Indian Police Service, and, after careful consideration 
of the facts and the evidence laid before us, our recommendation 
is that of every 100 recruits for this Service, 50 should be 
Europeans recruited directly. 30 should be Indians directly 
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recruited and the remaining 20 obtained by promotion from the 
Provincial Services. Assuming a future rate of retirement of 
not less than 10 per cent. above normal, the corresponding cadre 
of 50.:.50 would be reached in about 25 years from the date on 
which the new scheme of recruitment comes into operation. In 
this case also we would leave it to the discretion of the Secretary 
of State to make any necessary adjustment in the rate of 
recruitment to attain the above cadre. 

38. Of the 50 per cent. which we have recommended as the 
future rate of Indian recruitment for the Indian Police Service, 
we have suggested that 30 per cent. should be obtained by open 
competition and 20 per cent. by promotion from the Provincial 
Service. The general trend of evidence is that at present the 
best type of Indian is not being obtained for the Indian Police 
Service; partly because of the inadequacy of the emoluments 
offered and partly because of the hardships of a career in the 
Police as compared with that in other branches of the Public 
Service. The new rates of pay which we have suggested will, 
we believe, go some way towards obviating the first of these 
defects and discounting the latter by enhancing the general 
attractiveness of service in the Police. Moreover, we are not 
satisfied that all the available sources of supply have yet been 
tapped, while we are convinced that it is in the best interests of 
the State that young men of good family and of the requisite 
physical and mental qualifications should be induced to enter 
the Service. For these reasons, we have qecided to keep open, 
and even to extend somewhat, the field of direct recruitment, 
as it is obvious that it is only by offering yearly a constant and 
fairly large number of appointments that the Police Service 
can become generally known as offering a suitable career to young 
Ip.dians of the right stamp. As regards the Provincial Service 
officers, the present position is that they are allotted 11 per cent. 
of the 33 per cent. of the Indian Police Service posts now being 
filled by recruitment from Indian sources. In proposing to raise 
this figure to 20 per cent. for the future,"We feel that we are opening 
up considerably wider prospects of promotion to the selected 
Provincial Service officer, to whose fitness for the higher posts 
in the Department we have had convincing testimony. We 
recommend in addition that in any year in which the full quota 
of 30 per cent. of direct recruits is not obtained by open com
petition, the balance should be made good by the promotion ~f 
the requisite number of officers from the Provincial Service. 
Such additional appointments from the Provincial Service should 
be filled, so far as possible, by young officers of not more than 
five years' service, who have been directly recruited as Deputy 
Superintendents, and who have given proof of fitness for early 
advancement. On promotion to the Imperial Police such young 
officers should be placed at the bottom of the list of Assistant 
Superintendents. 
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(iii) The Indian Forest Service. 
39. So far as this Service is concerned, we endorse the views 

expressed by the Islington Commission to the effect that every 
effort should be made to discover and recruit competent men 
in India and that it should be possible to meet the whole of the 
normal requirements of the Imperial branch in India within a 
reasonable period. 

Since that Commission reported, arrangements have, we are 
informed, been made which will ensure that the instruction and 
training available at the Forest Research Institute and College 
at Dehra Dun will be not inferior to that obtainable in other parts 
of the world. We further understand that instruction and train
ing on the superior scale contemplated will be commenced in 1925. 
In Burma, also, a forestry course has been inaugurated at Rangoon 
University. 

The percentage of direct recruitment of Indians for the 
Indian Forest Service has been fixed at 25 per cent. for Burma 
and at 40 per cent. for the rest of India, for a period of 5 years 
from 1921. This includes Indians recruited both in England 
and in India. In addition, 121 per cent. of the posts on the 
cadre are filled by promotion of officers from the Provincial 
Forest Services. 

Taking all these factors into consideration, we recommend 
that recruitment should henceforward be in the ratio of 75 per 
cent. Indians and 25 per cent. Europeans in those Provinces in 
which Forest administration is reserved. As regards Bombay 
and Burma, we have already expressed our view that the future 
recruitment of officers to perform the duties and functions at 
present carried out by members of the Indian Forest Service 
should be left to the discretion of the Local Governments con
cerned. 

(iv) Inaill" Serviu of E"Cineers. 
40. We have considered this Service on the basis oil. the 

following three categories :-
(i) That portion of the cadre working in the Roads and 

Buildings Branch in Provinces in which it has been 
separated from the cadre working in the Irrigation 
Branch; 

(ii) That portion of the same cadre working entirely in the 
I~tion Branch in these Provinces, and 

(iii) A combined cadre working both in the Roads and 
Buildings and in the Irrigation Branches in Provinces 
in which no such separation has been made. 

As regards (i), and similarly in respect of Provinces where such 
division may in future be made, we have already recommended 
that recruitment should henceforward be conducted on a provincial 
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basis. The fixation of the proportion of Europeans and Indians 
to be recruited is, therefore, entirely a matter for the discretion 
of the Local Governments concerned. 

As regards '(ii), we recommend that future recruitment for 
the Irrigation Branch should be in the ratio of 40 per cent. 
Europeans, 40 per cent. directly recruited Indians and 20 per 
cent. promotions from the Provincial Service. 

With regard to (iii), we are of opinion that, in such circum
stances, no change should be made in the existing ratios of 
recruitment. These are 50 per cent. recruited in England and 
50 per cent. recruited in India. Of the 50: per cent. recruited 
in England, 10 per cent. must be Indians. For Burma, the 
present percentage recruited in England is· 67 instead of 50, 
but the Province falls into the first category. 

(v) The Indian AgricuUural Service, the Indian Veterinary Service. 
the Indian Educational Seryice and the Indian Medical Service. 

41. If our proposals are accepted regarding the provincialisa
tion of the Agricultural, Veterinary, Educational and Medical 
Services, the Forest Service in Bombay and Burma and the 
Roads and Buildings Branch of the Service of Engineers in those 
Provinces in which a divided cadre has been arranged, it will . 
rest entirely with the Local Governments [subject to paragraph 
23 (d) in the case of the Medical Service 1 to determine the number 
of Europeans who may in future be recruited. In this matter 
the discretion of Local Governments must be unfettered, but 
we express the hope that Ministers, on the one hand, will still 
seek to obtain the co-operation of Europeans in these technical 
departments, and that qualified Europeans, on the other hand, 
may be no less willing to take service under Local Governments 
than they were, in the past, to take service under the Secretary 
of State. 

(vi) Central Services. 
42. We have carefully reviewed the evidence regarding 

recruitment for the Central Services and make the following 
recommendations :-

(a) Political Department.-25 per cent. of the total number 
of officers recruited annually should be Indians, who 
should be obtained from the Indian Civil Service, the 
Provincial Civil Services, and from the Indian Army 
as at present. 

(b) Imperial Customs Service.-Recruitment should remain 
on the present basis, i.e., not less than half the vacan
cies are to be filled by appointment in India of statutory 
natives of India. . 

(c) Superior Telegraph and Wireless B,anch.-Recruitment 
should be 25 p .. r cent. in England and 75 per cent. in 
India. 
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(tl) State Railway Engineers.-Superior -Revenue Establish
ment, State Railways.-We understand from the 
evidence placed before us that the present rate of 
recruitment (taking an average over the departments 
as a whole) has been designed with a view to securing, 
as soon as practicable, a cadre of which, out of every 
100 officers; 50 shall have been recruited in India and 50 
in Europe. The date at which this cadre may be reached 
is, we are informed, dependent on the provision of ade
quate .training facilities in India. Measures with that 
end in view were advocated by the Islington Commission 
and we are informed that facilities have already been 
provided. to a limited extent. We are strongly of 
opinion that the extension of the existing facilities 
should be pressed forward as expeditiously as possible 
in order that recruitment in India may be advanced 
as soon as practicable up to 75 per cent. of the total 
number of vacancies in the railway departments as a 
whole, the remaining 25 per cent. being recruited in 
England. 

(e) As regards the remaining Central Services, recruitment 
should be at the discretion of the Government of India. 

(J) In Services dealt with in sub-paragraphs (b). (e) and (tl), 
recruitment should be by open competition. 
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PART H.-SERVICE CONDITIONS. 

CHAPTER VI. 

PAY AND ALLOWANCES. 

43. One of the questions to which we have given the most 
anxious consideration is whether a basic pay lower than that 
which obtains at present for both Europeans and Indians should 
be fixed for future recruits, Europeans receiving an adequate 
addition thereto in the form of overseas pay. The arguments 
for adopting such a course are many and familiar, and have 
formed a perennial subject of controversy ever since the problem 
of Indianisation became a political issue. A great volume of 
evidence, for and against, has been submitted to the Commission, 
and may perhaps be fairly summarised as revealing a sharp cleav
age of opinion between the Services and the politicians. The 
former are almost unanimously opposed to a reduction of basic 
pay. They urge that it would bring about too marked a differen
tiation betwel'n the emoluments of British and Indian Civil Ser
vants, working side by side and performing similar duties. 
Indian officers further contend that far from such a reduction 
being just, they ought to receive a substantial increase in their 
pay. Political opinion, on the other hand, is strongly in favour 
of the "market price" principle, and contends that, whilst a 
high rate of pay may be necessary to attract Europeans, the best 
Indian candidates could be secured on considerably lower terms. 
There is much reason in this contention, which is pressed' with 
vigour as one of the main justifications for increased Indianisation. 

In the face of these divided, and possibly interested, counsels 
the Commision have endeavoured to view the needs of India 
from a detached and somewhat wider standpoint, and have come 
to the conclusion that it would be inadvisable, in present circum
stances, to reduce the basic pay of the Services. 

44. The existing scales of pay for the All-India Services were 
fixed in 1919-20 on the basis of the recommendations of the 
Islington Commission. A great rise in prices had taken place 
since their Report was signed. This was not ignored in recasting 
the scales, but no attempt was made to increase the rupee rates 
of pay to a figure which could justly be considered< as taking full 
account of this rise in prices. At the time when the scales were 
being revised a new exchange policy intended to fix the value of 
the rupee at 2s. was under consideration. It is clear that the 
belief that exchange would remain high was an important factor 
in fixing the rupee pay at rates which would otherwise have 
represented inadequate compensation for the rise in prices. We 
find strong support for this view in the answer given in the 
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House of Commons by the Under Secretary of State for India on 
20th July, 1922:-

.. The present scale of salaries was fixed with effect from 
1st December, 1919. The official exchange value of the 
rupee was then 2s. At that time it was expected that the 
exchange value would continue about that figure, though it 
could not be definitely guaranteed." (Hansard, Vol. 156, 
p.2292.) . 

If exchange had remained at or about 2s. we believe that no 
complaint could have been made regarding the scales of 1919-20. 
But the rupee fell from 2s. Wid. in February. 1920. to below 
Is. 4d. in February. 1921. and. except for short periods. remained 
below Is. 4d. for the next two years. The effect on the financial 
resources of officers remitting large sums to England for the 
maintenance and education of their families. and consuming 
considerable quantities of imported articles the rupee price of 
which has greatly risen. was immediate and serious; and a flood 
of memorials followed protesting against the inadequacy of the 
new scales. The withdrawal of exchange compensation allow
ance from the Services which had received it up to the introduction 
of the new scales afforded another ground for complaint. as soon 
as the rupee fell below the rate at which exchange compensation 
allowance would have been admissible under the old rules. 

45. Except for an inconsiderable increase in the pay of the 
Indian Police Service. made in 1921. the present scales of pay 
are substantially as they were fixed in 1920. They are set out 
in Appendix III. 

In approaching the question of their adequacy we desire to 
call attention to· the views expressed in the Islington Commission 
Report and in the Montagu-Che1msford Report in this regard. 
The criterion adopted by the Islington Commission. for application 
to pay questions. was as follows :-

.. Government should pay so much and so much only to 
their employees as is necessary to obtain recruits of the right 
stamp. and to maintain them in such a degree of comfort 
and dignity as will shield them from temptation and keep 
them efficient for the term of their service." 

We are in full agreement with the principle thus expressed, 
and have made it the basis of our proposals. The authors of the 
Montagu-Chelmsford Report say (paragraph 318) :-

.. W~ are anxious that the present opportunity should be· 
taken to do something towards restoring the real pay of the 
existing services to the. level which proved attractive 20 years 
ago." 

This recommendation was made six years ago, and it is one 
of the most insistent complaints of the Services that so little has 
been done to give effect to it. 
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46. In the course of our enqUiry, the Services have placed 
before us carefully compiled statements of current income and 
expenditure. We could not examine these figures in such detail 
as to warrant us in accepting them as a sufficient basis for new 
scales of pay, but they afford strong evidence that a considerable 
proportion of married officers now serving are either falling into 
debt or only avoid doing so by economies which may be detri
mental to their contentment and efficiency. 

We have obtained independent confirmation of this view from 
banks or financial houses in close and constant relation with 
members of the Services. We were informed that a great many 
officers, particularly in the early years of married life, are at present 
in debt to an extent which was unknown 20 years ago; and that 
this is in no sense due to extravagance. Insurance policies are 
pledged as security for advances to a much greater extent than 
formerly and in many cases their surrender value taken. In, 
other ·words officers are mortgaging or sacrificing the provision 
made for their families in the event of their death and only 
escape from their difficnlties, if at all, towards the end of their 
service. This is an undesirable state of affairs, from the public 
as well as the private point of view, and one which calls for early 
alleviation. . 

47. Arguments based upon statistical comparisons of prices 
must always be used with caution, but the following facts should, 
we think, have weight in constdering the remuneration of the 
Services. 

(i) Such information as we have obtained as to the cost of 
living for a European in India in 1914 and in 1923 
points to an increase of about 60 per cent. within 
that period. 

(ii) Simulta~eously there has been a greatly increased drain 
in the matter of home remittances. Expenditure on 
the maintenance and education of children in England 
is perhaps the commonest and the most substantial 
item in this connection and a comparison between the 
fees charged by a representative group of Public 
Schools in 1923 and 1914 (taken trom the Public 
Schools Year Book) shows an increase of over 50 per 
cent. The increase is more marked in the case of the 
less expensive schools, and the struggle of the average 
married officer to give his children an education not 
inferior to his own is un&ubtedly severe. 

It will be remembered that the scales in force for the All
India Services up to 1919 were considered by the Islington 
Commission to be inadequate in 1914 and we do not consider 
that the increa..<es given in the former years were commensurate 
with the rise in prices before and after 1914. The present rates 
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of pay are therefore far below" the level which proved attractive-
20 years ago." 

48. We have made enquiries of a large number of comhtercial 
houses in India regarding the remuneration of their superior 
European staff, and particularly regarding improvements in 
such remuneration since 1914. The evidence we received was 
in most cases given under a pledge that it would be treated as. 
confidential and we cannot therefore refer to it in detail. But, 
although the pay ot their employees on joining was sometimes 
lower than that of the Civil Servioes, we found, generaIIyspeaking, 

(i) that increases amounting to 50 per cent., or even 75 per 
cent., had been given within the period mentioned, 

(ii) that employees whose education and training involved 
an expenditure of time and money very much less than 
those of the Civil Services might reasonably look 
forward,. to salaries comparing favourably with the 
general standard of the Service time scales; and that 
the rewards to exceptional men are out of all proportion 
to those attainable in Government service. 

(iii) that, apart from salaries,. commercial houses of the 
better class in India add to the remuneration of their 
European employees in various ways which have no 
paraIIel in Government service. Bonuses are given in 
addition to pay and retiring bonuses in addition to 
pensions. In some cases pay and pension are given 
free of Income Tax. Substantial contributions are 
made to the provident funds of the employees. 
Remittance of a proportion of salary is allowed at 
rates well above the current rate of exchange. Free 
quarters, in some cases furnished quarters, are provided, 
or an allowance in lieu which has been raised substan
tially since 1914. Senior officers draw motor car 
allowances. Passages are provided at reasonable 
intervals for officers, and sometimes for their families. 

It is not suggested that Government is in a position to treat 
its own employees in such a generous fashion, but the disparity 
of remuneration as between a commercial and an official career 
has become so conspicuous, and so discouraging to Civil Servants, 
that we feel something should be done without delay to restore 
contentment. . 

In deaIi~ with this question we have borne constantly in 
mind the urgent need for eco~omy in Indian administration, but. 
after the most careful consideration we think that the improve
ment in emoluments set out in paragraphs 52 to 55 are absolutely 
necessary. 

49. A striking and gratifying feature of the official repre
sentations which have been submitted to us by the various 
Service Associations and individual officers is their expression 
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of whole-hearted acceptance of the reforms and the spirit of the 
Government of India Act. They have stated, unreservedly, 
their auxiety to assist and play their part in the progress of India 
along the road to self-government. They have only pleaded that, 
so long as they are engaged in this task, they should be treated 
with justice and consideration and tha:t their material conditions 
of service should be made fair and tolerable. 

50. It has been represented to us almost Unanimously by 
the Indian members of the Services, that high prices have 
equally affected them and that the necessity of maintaining a 
standard of living comparable to that of their European 
colleagues, apart from the special demat}ds on account of their 
religious and social obligations which are peculiar to Indians, 
places them in a financial position no less embarrassing than that 
of European officers. It is partly on account of these repre
sentations that we have, in paragraph 43, recommended that the 
basic pay should not be lowered. At the same time, having regard 
to Indian public opinion as to the necessity of economising 
the cost of Public Services, we are not prepared to recommend 
an increase in their emoluments. We have, therefore, except in 
the case of the Indian Police Service, adopted a system which 
will meet the requirements mainly of European married officers, 
particularly those in the middle years of their service. 

51. We do not propose, except in the cases dealt with in 
paragraphs 52 and 59, to revise the existing scales of basic 
pay recently fixed for the various Services, and confine our 
recommendations to the giving of relief in other and simpler 
ways. The system we have adopted is to improve the overseas 
pay in certain years of service and to make it remittable at a 
favourable rate. In addition, we recommend the grant of other 
benefits as set out in paragraphs 63, 92 and 93. 

We accordingly make the following proposals for the All
Inpia Services, including, of course, all present members of 
the All-India Services employed in the transferred field of 
administration. 

Indian Police Pay. 
52. The case of the :police Service is peculiar. The conditions 

have changed and whilst, on the one hand, more specialised 
training is now necessary to equip the present-day police officer 
for the efficient discharge of his duties, his responsibilities, on 
the other hand, have become more onerous and, irksome and 

. require greater intelligence and resource. With a view, therefore, 
to making the Service more attractive, we are prepared to treat 
it as an exception and to improve its basic pay. But to avoid 
disturbing the relative position of the Service to other Services, 
we have not altered the maximum basic pay. What we propose, 
in order to make the initial basic pay more attractive to the 
Indian youths of the proper class, is to raise it slightly, without 
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altering, in the first four years, the total emoluments which are 
considered to be sufficiently attractive for the European recruit. 

The following is the scale we recommend :
Rupees p~ mensem. 

Yea,.. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

.23 
24 
25 
26 
Selection 

Inferior. Superior. 
P,esent. P,oposed. P,esem. Proposed. 

Rs. Rs. Rs. Rs. 
325 350 
350 375 
375 400 
400 425 
425 450 
450 475 
475 500 
500 525 
525 550 
550 575 
575 600 
600 625 
625 650 
650 675 
615 700 

600 
625 
650 
675 
700 
725 
7SO 
775 
800 
825 
850 
900 
9SO 

1,000 
1,050 
1,100 
I,ISO 
1,200 
1,250 
1,300 
1,350 
1,450 

Overseas Pay.-(Ge1Ieral). 

650 
675 
700 
725 
750 
800 
825 
850 
900 
925 
950 

1,000 
1,025 
1,050 
1,075 
1,100 
1,150 
1,200 
1,250 
1,300 
1,350 
1,450 

53. The present rates of overseas pay are Rs.150, Rs.200 and 
Rs.250, except in the Indian Police Service, where a lower rate 
of Rs.I25 is provided in the first three years in consequence of 
the earlier age at which the recruit enters the service. In granting 
relief in overseas pay, we have adopted the rule of not varying 
the stages at" which the overseas 'pay rises under the existing 
orders from Rs.150 to Rs.200 in the different Services. The 
number of years of service after which the rate of overseas pay 
rises from one figure to another, is different for different Services, 
and we do not wish to go behind the reasons which led 
Government to lay down these differences. But we are of opinion 
that about the time when the rate rises from Rs.lSO to Rs.200, 
the European officer has generally married and is beginning to 
\t_ 
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be faced by heavier expenses. We have, therefore, decided to 
recommend that the rise from Rs.ISO should be to Rs.250 and not 
to Rs.200. In other words we propose to abolish the Rs.200 rate, 
-and to substitute for it the rate of Rs.2S0 in the years in which 
it is now prescribed according to the scales of pay now in force. 

The second addition to overseas pay which we recommend is-
in the latter half of an officer's service. We propose that from the 
12th year onwards, the rate of overseas pay of all Services should 
be raised from Rs.250 to -Rs.300, except in the case of the Indian 
Police Service where, owing to recruitPlent at an earlier age, the 
increase should come three years later, i.e., from the ISth year 
onwards. 

The rates of overseas pay for the various Services, according 
to our proposals, will thus be :-

Indian Service of Engineers: 
For the first 7 years, Rs.ISO ; 
for the next 4 years, Rs.25O. 

Indian Civil Service and Indian Forest Service: 
For the first 6 years, Rs.ISO ; 
for the next S years, Rs. 250. 

Indian Educational Service, Indian Agricultural Service and 
Indian Veterinary Service: 

For the first S years, Rs.15O ; 
for the next 6 years, Rs.25O. 

In the 12th year, and tjlereafter up to the end of the time scale, 
in all the above mentioned Services, Rs.300. 

In the Indian Medical Service, Captains with more than three 
years' service, who now get Rs.200, will be entitled to Rs.25O, 
while Majors with not less than II years' service, and Lieutenant
Colonels, will get Rs.300 instead of Rs.25O. 

In the Indian Police Service, in which recruits are, on the 
average, 3 years younger than in the other Services, and in which 
the basic pay is to be raised for reasons alre¥ly given, the rupee 
rates of overseas pay should be as under :-

In the first three years 
In the fourth year 
In the next four years 
In the next six years 

Rs.lOO 
Rs.I25 
Rs.15O 
Rs.250 

In the ISth year and thereafter to the end of 
the time scale ... Rs.300 

RemiUiznce Prjvileges.-(General.} 
54. In all Services, the Police included, from the Sth year of 

service onwards every officer of non-Asiatic domicile should be 
permitted to remit his overseas pay as above proposed through 
the High Commissioner at a rate of 2s. to the rupee, or to draw it 
in London in sterling at that rate. Indian members of the Services 
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who are already entitled to overseas pay, should draw the increase 
which we propose in such overseas pay, but should only be entitled 
to the remittance privilege if they can satisfy the High Com
missioner that they have wives or childrep. in Europe. 

Officers promoted to the selection grade in the Indian Police 
Service, the Indian Medical Service, the Indian Agricultural 
Service, the Indian Veterinary Service, and to the senior and 
junior selection grades in the Indian Educational Service should 
draw the maximum overseas pay and also receive the remittance 
privilege described above. 

We have set out in·Appendix III tables showing the present 
and the proposed emolu:nents of these various Services. 

Administrative Posts. 
55. These proposals involve some adjustment of the pay. of 

officers in lower administrative posts. The pay of Deputy In
spectors-General of Police, Superintending Engineers in the 
Indian Service of Engineers, and Conservators of Forests in the 
Indian Forest Service, should be fixed at Rs.2,150, instead of the 
present .incremental pay of Rs.l,750-100-2,150, but in that case 
they would receive no remittance benefit. 

With regard to administrative posts, above the time scale, 
other than those referred to in this paragraph, we have not found 
it possible to come to an agreement as to the nature and extent, 
if any, of the improvement in emoluments which should be made. 
The English Members, on the one hand, regard it as essential that 
the financial positions of such officers should be substantially 
improved. They have therefore submitted their proposals in this 
connection in a separate 'hote (Appendix IV). The Indian 
Members, on the other hand, are opposed to any recommenda-. 
tions in this direction and have similarly recorded their views in 
Appendix IV. 

Women's Branch, I.E.S. 
56. The Women's Branch of the Indian Educational Service 

is paid on a lower scale than the other All-India Services. We 
tl1ink that they have a claim to some improvement in their 
emoluments, but not necessarily to the same extent as the con
cessions recommended above for the All-India Services generally: 

We would leave it to the Government of India to give 
special consideration to their case and to make the necessary 
recommendations to the Secretary of State. 

Central Services. 
57. We consider that in principle the concessions proposed for 

members of the All-India Services should mutatis mutandis be 
granted to all European officers in the Central Services appointed 
by the Secretary of State, and to such other European officers, who, 
although appointed by the Government of India, were so 
appointed on the basis of a non-Asiatic domicile. 

(1_1 .1 
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Judicial Pay in the Indian Givil Seroice. 

58. Officers appointed to the Judicial Branch of the Indian 
Civil Service have for many years received additional pay. Since 
the reorganisation of 1919 it has been fixed at Rs.150 a month. 
This advantage in pay was given in view of the fact that, in the 
past, the general attractions of judicial work were inferior to those 
on the executive side, and consequently a higher rate of pay had to 
be offered to induce men to enter the Judicial Branch voluntarily. 
We do not consider that this consideration any longer applies.· 
The duties of officers on the executive side \lave become so onerous 
that the judicial side has by comparison become the more attrac
tive of the two, and we see no reason why·any special inducement 
should be offered to offi.cers to enter it. 

We do not propose that the present Judicial Pay should be 
withdrawn from any officer who elected for the Judicial Branch 
and was appointed to it between the reorganisation of the pay 
scale in 1919 and the date of our Report, or from any officer 
who was receiving the judicial allowance as a permanent element 
in his salary at the date of our Report. We recommend, however, 
that no officer appointed to the Judicial Branch after the latter 
date should receive in respect of his service therein anything 
more than the pay appropriate to his length of service in the time 
scale which we have recommended above for the Indian Civil 
Service. generally. We have been informed that in Madras the 
Judicial Pay, which under the rules in force at the time was due 
to Provincial Service officers holding listed judicial posts, has 
been withheld from them because, unlike the Judicial Pay of 
officers of the Indian Civil Service, it ·was subject to the vote of 
the Legislative Council which refused to vote it. We consider 
that the refusal to provide the necessary funds constitutes an 
unfair discrimination against this particular class of officer and 
that their grievance should be met. 

Technical Pay in the Indian Service of Engineers and 
Superior Teki~p" Branch. 

59. When the pay of the Supenor Services was revised in 
1919-20 the Secretary of State, in the case of the Indian Service 
of Engineers and the Superior Telegraph Branch, not only 
differentiated by means of overseas pay between officers of 
European and Indian domicile. but made a further differentiation 
by means of technical pay between officers trained in Europe and 
those trained in India. This technical pay amounts to only 
Rs.75 a month, but it has given rise to very widespread dissatis
faction. The principle underlying the grant of overseas pay is 
well understood by all concerned, but the introduction of technical 
pay has been regarded as creating an invidious distinction and as 
reflecting upon the technical qualification of officers recruited in 
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India. We understand that the decision was based on the view 
that India does not at present afford the same facilitiel1 for 
technical training as are obtainable in Europe, and that the 
engineer recruited in Europe must for the present be held to . 
possess a higher market value than an engineer recruited in India. 
This distinction does not appear to us justifiable, having regard 
to the number of distinguished engineers who have received 
their training in India, at Roorkee and elsewhere. In any case 
the officers of the. Service, whether recruited in Europe or in 
India, carry out the same work, and we see no reason why they 
should not receive the same pay. We accordingly recommend 
that the technical pay re~erred to above should be reckoned as 
part of the basic pay of the Service, and that officers who received 
their training at the Indian engineering colleges, whether they 
be Indians or Europeans, should, except for overseas pay, receive 
the same emoluments as officers trained in Europe. The scale 
of basic pay for the Indian Service of Engineers set out in Appendix 
III is drawn up in accordance with this conclusion. 

Pay of Military OJlicefS of the Political Department. 

SO. The Political Department of the Government of India is 
composed partly of officers of the Indian Civil Service and partly 
of Indian Army officers. After ten years' service in the Depart
ment the latter are placed on a .. supernumerary list" and are 
no longer recallable to military duty. Their career in the Depart
ment is to all intents and purposes a civil one, and their duties 
and responsibilities are the same as those of their· civilian col
leagues. There is, however, a differentiation in the matter of 
pay in favour of the civilians. From the 8th till the 22nd year . 
of service the latter receive a personal allowance over and above 
the pay which they draw in common with the military officers • 

. and this allowance amounts on the average to Rs.200 a month. 
The military officers in the Department have represented to us 
that this differentiation is inequitable. We think this contention 
is justified. Our view is strengthened by the practical considera
tion that the Political Department does not, as matters stand, 
offer sufficient attraction to military officers of the type required 
for its difficult and exacting duties. We are informed that 
wl}ereas formerly the number of applicants was far in excess of 
the vacancies, at present great difficulty is experienced in securing 
sui table officers. It has been the in variable rule in the case of 
military officeb serving with Indian Civil Service officers in 
mixed .. Commissions," such as exist in the Punjab, the Central 
Provinces, Burma, and Assam, that all draw equal pay, and we 
can see no valid reason for making an exception in the case of 
military officers of the Political Department. We recommend, 
therefore, that in ·future they should receive the same pay as 
their Civilian' colleagues. We have dealt with their pension 
grievance in Chapter VIII, paragraph 73. 

(l42SO) 81 
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Pay of Specialist Officers. 

si. Apart from the All-India Services and the Central Services, 
there is a class of officers whose claim to similar treatment in the 
matter of pay concessions has to be considered. These are 
specialist officers, recruited either by the Secretary of State or 
Local Governments, who are not members of any organised 
Service but whose status and emoluments are generally comparable 
with those of the Superior Services dealt with above. It will be 
convenient to deal first .with the Public Works Department 

. specialists. These officers are employed on work of a permanent 
character, for example as architects; electrical engineers and 
sanitary engineers under various Local Governments. They are 
recruited on contract for a fixed period of years in the first instance, 
but in so far as the duties on which they are engaged are of a 
permanent and not a temporary nature they pave a reasonable 
expectation that, so long as their work is satisfactory, their 
services will be retained. In the past many of them have been 
engaged on a permanentbas~s on the completion of their contracts. 

They fall into three classes ;-
(a) Those appointed by the Secretary of State and holding 

. perl)lanent appointments. The pay of these is equiva
lent to that of officers of the Indian Service of Engineers 
of similar standing, and we recommend that they 
should receive the same concessions as are recommended 
for officers of the latter Service. 

(b) Officers appointed by the Secretary of State and serving 
under contract. If the terms of the contract contain 
a clear implication that permanent employment is 
contemplated, subject to approved service, on the 
conclusion of the temporary contract, we think there 
is a case for the revision of the contract so as to give 
an improvement comparable with that given to officers 
of similar standing in the Indian Service of Engineers. 
On the other hand if. the terms of the contract clearly 
contemplate the officer'$ ~mployment in work of 
limited duration we see no reason for its revision. 

(c) Certain ;pecialist officers have been appointed by the 
Local Governments and their pay is therefore subject 
to the vote of the Legislative Councils. VIe recommend 
that their cases should be treated generally on the 
lines of (a) and (b) above. 

The same general principles should be applied .to. speciaJi~t 
officers in other departments, such as .F orest . Specl~hsts, Agn
cultural Engineers, and to officers holding vanous mlscellaneous 
appointments. 
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CHAPTER VII. 

PASSAGES. 

62. IDtherto Government has not provided passages for officers 
of the Services or their families when travelling 'to Europe on 
leave. < The principle adopted has heen that emoluments should 
be fixed on a scale sufficient to cover the cost of passages and 
that the officer should be left to make his own arrangements. 

The evidence laid before us showed that the inadequacy of the 
existing rates of pay, combined with the great rise in shipping 
rates in recent years, has made it increasingly difficult for officers 
to meet passage charges. It is true that the Government now 
makes advances free of interest to cover the cost of passages; 
but these are repayable by instalments after the officer's return 
to duty, and in a large proportion of cases the married officer, 
especially, is confronted with the alternative of having either to 
incur a considerable burden of debt, or to postpone taking leave 
to the detriment of the health of himself and his family. In such 
cases the officer's efficiency must suffer, and we teel strongly 
that the granting of some relief in this regard would be in the 
interests of Government as well as of the officer concerned. 

63. After reviewing the whole. subject, we have decided to 
recommend that passages on the following scale should be granted 
to all officers of non-Asiatic domicile in the Superior Civil Services. 

The officer himself should receive 4 return passages during 
his service (of the standard of P. & O. first class .. B "), and. 
when married. his wife should be entitled to as many return 
passages as may be to his credit. In addition one single passage 
should be granted for each child. 

The application of this scheme to officers already in the service 
presents certain difficulties, but we suggest the following scale, 
based upon the length of the officer's service :-

Officer'S serviu III 1M daU wJs.m 1M 
SCMtM comes inlo effed. 

Less than 7 years 
• Over 7 and less than 14 years 

Over If and less than 21 years 
21 years and over . . • • • • 
With a single passage for each child. 

Nwmbero/ 
Reit4m Passages 
f01' 1M Officer 

and "is wi/,. 
4 
3 
2 
1 

The family of an officer who dies in service should be repatriated 
at Government expense, even though he has exhausted the 
full number of passages admissible to himself and his family 
under these proposals. 

IIClOO) 
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The above scheme should be applicable to officers of all Superior 
Civil Services, of non-Asiatic ddmicile. It should also be extended 
to Indian officers of the Indian Civil Service who were recruited 
by the Secretary of State and who receive overseas p'ay, but 
should not extend to their families. 

64. Apart from the passage concessions above referred to, 
we have recommended in paragraphs 92 and 93 of our Report, 
that certain measures of relief, in connection with medical 
attendance and limitation of house rent, should be granted to the 
Services, and we have given full weight to the financial value 
of all these concessions in fixing the new rates of overseas pay 
and remittance privilege which we have recommended in 
Chapter VI. 

The measure of relief which the Services are intended to 
receive under our scheme must therefore be considered as a 
whole, and we regard it as essential that no portion of it should 
be regarded as less certain than another. 

In. this connection we are conscious ~f two factors which 
might defeat the objects of our proposals, or, at any rate, upset 
the balance of our combined scheme of relief. On the one hand, 
if "the passage concessions were to be given in the form of an 
allowance, it would be votable from year to year and might 
be subject to a varying fate in the different Provinces. These 
risks and uncertainties would place the Services in a very unfair 
position and might render our proposal1argely nugatory. 

On the other hand, if the concession were to take the form 
of an unconditional increase of ordinary pay, which would be 
available for the individual officer to spend as he pleased, there 
would be the risk (emphasised by many Service witnesses) that 
it might be imprudently diverted to purposes other than that 
for which we had intended it, with serious consequences, possibly, 
both to the officer and his family. 

In seeking a way out of this dilemma, we have regarded it 
as fundamental that the relief which we are recommending 
should be real, and not exposed to political or other risks. 

In our subsequent Chapter on Safeguards (para. 85) we make 
certain recommendations with regard to the execution of a legal 
covenant, enforceable in the Courts, between every officer in the 
Superior Services and the authority which has appointed him. 
In such covenant, all details of the officer's terms and condjtions 
of service should be clearly set forth, so that, in ca5I! of any breach 
of contract, he could seek the appropriate legal remedy. 

This safeguard, to which we attach great importance as an 
uUimate security, must at best involve a slow and cumbersome 
procedure for the individual officer, who, meanwhile, unless and 
until the authorities concerned have accepted the principle, 
and executed the covenants, will have no protection at all with 
regard to allowances or concessions which are 'votable. 
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In the face of these circumstances, we propose the following 
solution which, in our opinion •. obviates. so far at least as 
passages are concerned, the difficulties above referred to. 

SS. In arriving at our recommendations with regard to the 
new rates of overseas pay and remittance privilege, we have 
estimated that, averaging over a British officer's whole service, 
the money value of the passage concession might be taken 
as Rs.50 a month, and, in our financial calculations, we have 
proceeded throughout on that assumption. 

We therefore recommend:-
(a) That an addition of Rs.50. or such amount as may from 

time to time be deemed sufficient by Government 
for the purpose of financing the .concession laid down 
in paragraph 63, should be credited monthly to the 
pay of all British members of the Superior Civil 
Services who are, in accordance with our recommenda
tions, entitled to the grant of free passages. In thE! 
case of Indian officers who are entitled to p'assage 
concessions, probably Rs.25 a month would be sufficient. 
The said sums should be deducted at the source by 
the Accountant-General and transferred to a special 
.. Passage 'Fund" in which the contributions thus made 
by every officer would. be allowed to accumulate. 
This fund, which should be kept separate from all 
other Government accounts, should be administered 
by the Government concerned and managed in such a 
manner as they may deem fit. In particular they 
should have power to appropriate from the total of 
the Fund any sum which might from time to time 
constitute an available surplus after making the 
necessary provision for the passage charges. No 
officer would have any claim to any balance remaining 
in the fund after payment of the passages to which 
he was entitled. 

(b) When an officer requires funds to defray.the expenses 
. of the passages to which he is entitled under our 
recommendations in paragraph 63 he should apply 
to the Government concerned. or the official appointed 
by it for the purpose, and on proving that he is so 
entitled, and on production of the Steamship Company's 
in~ice for the appropriate tickets, the Accountant
General should either pay the Company direct, or 
issue to the officer the equivalent amount to enable 
him to pay the charges himself. 

(e) The amount mentioned in clause (a) should not count 
towards pension or leave or furlough allowance of the 
officer concerned. 
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CHAPTER VIII. 

PENSIONS. 

66. Offi~rs of the Services in India 'ordinarily retire a~ an age 
when heavy commitments have still to be met for the upbringing 
and education of children. Hence the Services. and particularly 
married offic~rs. regard the adequacy of their pensions as no less 
important than the adequacy of their pay. 

The representatives of the' Services have pressed upon our 
attention tbat their pensions are inadequate. especially those 
of the Uncovenanted Services. They base their case. in the 
main. on the rise in the cost of living. including house accommo
dation. in India and in England since the war. and on the increase 
inlthe expenses of education. They also urge the following 
considerations :-

(a) That the existing pension-scales bear little or no relation 
to the scales of pay. with' the result that an officer who 
may have been in receipt of emoluments which enabled 
him to live in reasonable comfort finds himself. on 
retirement. reduced to an income on which he can only 
subsist with difficulty. This point has been similarly 
pressed by Indian members of the Uncovenanted 
Services. 

(b) That. although the present scales were based on the 
recommendations of a Royal Commission which re
ported so recently .as 1915. the revision which was 
actually effected in 1919. was made before the great 
rise of prices in India. whilst any advantages then 
accruing to the English members of the SerVIces from 
the prevailing high rate of exchange have disappeared. 

(e) That bonns additions to pensions have been awarded to 
the Home Civil Services to' compensate for the post-war 
rise in prices. 

(d) That the pensions of civil officers in certain of the Crown 
Colonies have recently been substantially and per
manently increased for the same reason. • 

(i) Indian Civil Service. 
67. Under the present rules. the members of the Indian 

Civil Service. after 25 years. of which 21 years m'lit have been 
.. active" service. are entitled to a pension of Rs.I0.666i. subject 
t() a minimum of £1,000 if drawn in England. Towards this 
pension all members of the service. except Members of Council. 
were required to contribute 4 per cent. of their pay until the 
year 1919. when. in accordance with the recommendation of the 
Islington Commission. thiS system was abolished and Government 
assumed the charge of the full .pension of £1,000 per annum. 
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A deduction of 4 per cent. is still made from pay, but the 
monies so accruing are credited to a provident fund, for the 
benefit of the officers concerned on their retii:ement. 

It has been calculated that, under the old system, officers, 
during the full period of their service, contributed a sum which 
represented at the time of retirement £250 per annum towards 
their own pensions. The indirect result of the change effected in 
1919 has, therefore, been to increase the amount of pension 
which Government provides. This increase is quite small in 
the case of those retiring within a few years of the introduction 
of the change, but it grows every year until those who retire 
some 20 years hence will receive the full' £250 benefit. We do 
not feel able, in all the circumstances, to recommend any further 
increase. 

Some concession with regard to this 4 per cent. contribution 
has recently been made in favour of those officers who would 
otherwise have derived little advantage from the change, and we 
ha,ve been pressed to recommend further concessions. After 
very careful consideration, we have come to the conclusion 
that the difficulties in the way of reopening this question are 
insuperable. 

68. The cases of Members of Council and Governors of Pro
vinces call for special consideration. The Islington Commission 
recommended that a special pension of £1,200 per annum should 
be· sanctioned for Lieutenant-Governors of Provinces, but this 
recommendation was not adopted. The reformed system of 
Government has. however, invested the holders of these appoint
ments with new and far-reaching responsibilities, and it is, in 
our opinion, but just and equitable that this fact should be 
recognised. We therefore recommend that members of the 
Indian Civil Service who attain to the rank of Member of Council 
should be given an increase of pension, at the rate of £50 per 
annmn for each year of their service, as such, up to a. maximum 
pension of £1,250: We further recommend that those who 
serve as Governors of Provinces should similarly be given an 
additional £100 for each year of service, as such, up to a maximum 
pension of £1,500 per annum. 

69. We have also examined a proposal which has been placed . 
before us ~t Indian Civil Service .. Invalid Annuities" should 
be calculated' on the same basis as proportionate pensions. This 
proposal involves certain assumptions which are, on the whole, 
undesirable, and we are unable to ~upport it. We therefore 

. recommend that no change should be made in the exisl!ing scale 
ot Invalid Annuities, so far as the Indian Civil Service is con
cerned. We deal separately. in paragraph 72. with the question 
of Invalid Annuities for the UnCQvenanted Services. 
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• 
(i~) Uncovenanted Services. 

70. In the case of these Services some increase of their'pensions 
has long been recognised as overdue, and it was recommended by 
the MacDonnell Committee that the ordinary pension after 

. 25 years' service should be raised to Rs.6,OOO. We concur in 
this view that the existing rates are unduly low, having regard 
to the status of the ·officers concerned, and we recommend the 
following permanent rates of pension :-

Present rate. 

(a) After 
years' 
seI'Vlce. 

25 Rs.5,OOO, equivalent at 
the privilege rate of Is. 9d. 
the rupee to £437 105., and 
rising by Rs.200 per annum 
to 

(b) After 
years' 
service. 

30 Rs.6,OOO, equivalent at the 
privilege rate of Is. 9d. the 
rupee to £525. 

(c) Additional 
pensions, 
lower 
grade. 

(d) Additional 
pensions, 
upper 
grade. 

Rs.300 additional to pension 
due on the ordinary scale 
for each year. of service in 
the grade up to a maximum 
of Rs.7,500 per annum, 
equivalent at the privilege 
rate of Is. 9d. the rupee to 
£656 55. 

Rs.500 additional to pension 
due on the ordinary scale 
for each year of service in 
the grade up to a maximum 
of Rs.8.500 per annum, 
equivalent at the privilege 
rate of Is. 9d. the rupee to 
£743 155. 

Proposed rale. 

Rs.6,OOO, equivalent at 
the privilege rate of Is. 9d. 
the rupee to £525, and 
rising by Rs. 200 per annum 
to 

Rs.7,OOO, equivalent at the 
privilege rate of Is. 9d. the 
rupee to £612 105. 

Rs.300additional to pension 
due on the ordinary scale 
for each year of service in 
the grade up to a maximum 
of Rs.8,500 per annum, 
equivalent at the privilege 
rate of Is. 9d. the rupee to 
£743155. 

Rs.500additional to pension 
due on the ordinary scale 
for each year of servi ce in 
the grade up to a maxim um 
of Rs.9,500 per annum, 
equivalent at the privilege 
rate of 15. 9d. the rupee to 
£831 55. 

71. Numerous representations have reached us from retired 
officers of various Uncovenanted Services, pressing that if any 
increase of pension is granted to officers still serving, their claims 
also shall receive consideration. We have already laid down the 
principle, in other connections, that we are not prepared to 
make financial recommendations of a retrospectivl character, 
and we therefore regret our inability to reopen the 'case of these 
officers. 

72. With regard to the present scales of invalid annuities for 
the superior Uncovenanted Services we are of opinion that they 
should be improved. We recommend that the limit of ten years 
before which an invalid annuity can be earned should be reduced 
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to seven, and that the existing scales should be r.rlsed as shown in 
the following table :-
Completed 

Y,a,s 
01 

lJuali/yi"f: 
58nJ;", 

UH,ovena~ted SmJi,u. 

1 "valid Graluily or PI1ISio1I. 

I~ Gratuity of I month's pay for each 
completed year of service. 

Pension of 7-sixtieths ofe.verage emoluments .. 
ditto 8·sixtieths ditto 
ditto 9·sixtieths ditto 
ditto 10-sixtieths ditto 
ditto II·sixtieths ditto 
ditto 12-sixtieths ditto 
ditto 13·sixtieths ditto 
ditto 14·sixtieths ditto 
ditto I5·sixtieths ditto 
ditto 16·sixtieths ditto 
ditto 17·sixtieths ditto 
ditto 18-sixtieths ditto 

• ditto 19-sixtieths ditto 
di tto 20·sixtieths ditto 
ditto 21-sixtieths ditto 
ditto 22-sixtieths ditto 
ditto 23-sixtieths ditto 

Ma.rimum. 
£ 

at Is. 9d. 
Rs. /0 the 

2,000 
2,350 
2,700 
3,000 
3,200 
3,400 
3,600 
3,800 
4,000 
4,200 
4,400 
4,600 
4,800 
5,000 
5,200 
5,400 
5,600 

7 
8 
9 

10 
11 
12 
13 
14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25} 26 
27 
28 
29 

ditto 24-sixtieths ditto 

ditto 30-sixtieths ditto 
"{ ~:g~g 6.200 

6,400 
6,600 
6,800 

rupe •• 
175 
205 
236 
262 
280 
297 
315 
332 
350 
367 
385 
402 
420 
437 
455 
472 
490 
507 
525 
542 
580 
577 
595 

(iii) Miscellaneous Appointments and Services. 
(a) Military officers smJing ill the Polilical Department 0' ill other 
civil dePartments "hose PemiOIfS are governed by the sam/! rules as 

. ill the Political Department. 
73. The existing rule under which officers holding certain quali

fying posts contilluously for three years earn the maximum pension 
£1,000 or f.9OCJ, as the case may be, does not in practice work 
equitably. Not only may it happen that the age limit of 55 
comes into operation before the qualifying service is completed, 
but a 'brief ~riod of reversion will disqualify an officer who may 
in fact have held one of these appointments for a total period 
exceeding that prescribed. . 

The difficulty could be met 'by applying the ordinary rules 
which govern the grant of similar additional pensions in the Civil 
Uncovenanted Services. There the principle i~ laid down that an 
additional pension is given for each completed year of qualifying 
service, and all service qualifies, whether continuous or not. 
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We therefor~ recommend that the existing rule requiring the 
qualifying service to be continuous should be revoked, and that 
the rule applying to the additional pensions of the Uncovena,nted 
Services should be substituted. 

We recommend further that each completed year of qualifying 
service should earn one-third of the additional pension appropriate 
to the pos!. 

(b) Women's Educational Service. 
This is one of the Uncovenanted All-India Services, appointed 

by the Secretary of State. The benefits which we have recom
mended for these Services generally will therefore be applicable 
to this case. 

(c) Chaplains. 
At present Chaplains obtain a pension of £480 per annum after 

23 years' service. Until the year 1920 their pension was £365 per 
annum. When this revision was made it was intended that the 
pensions of Chaplains should approximate to those of the Un
covenanted Services. Actually the rates have been appreciably 
higher, owing to the accident that the pensions of Chaplains was 
fixed in sterling at a time when the exchange happened to stand 
at 2s. to the rupee. We see no sufficient reason why <;paplains 
should enjoy more favourable treatment than officers of the 
Uncovenanted Services. If our recommendation regarding the 
pensions of the latter be accepted, officers of those Services will 
receive a sterling pension of £525 per annum after 25 years' service' 

• or of £490 per annum after 23 years' service. This is practically 
the same as the pension of £480 per annum which Chaplains 
obtain after 23 years' service and we do not consider that there is 
any case for further improvement. 

(Ii) Judges of the High Courts. 
At present the pensions of High Court Judges are fixed at 

£1,200 per annum after III years' service in that capacify. We 
are not prepared to recommend any increase in their rate of 
pension, which, in view of the comparatively short period of 
service after which it can be earned, we consider to be adequate. 

CHAPTER IX. 
PROPORTIONATE PENSIONS, PROVIDENT FUNDS, AND FAMILY 

PENSION FUNDS. ." 

74. Numerous representations have been made to us in favour 
of modifying the present rules governing the grant of propor
tionate retiring pensions. Of these representations, the more 
important are :-

(i) That compensation fOI' loss of cartel' should be given in 
addition to poportionate pension in cases other than of. 
compulsory retirement. 
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We are unable to support this claim. In our view, the present 
rules,governing the grant of proportionate pension are sufficiently 
generous for those who are not ready and willing to serve under. 
the reformed system of government. 

(ti) That the scheme for proportionate pensions should be 
extended to those officers who were recruited in 1919 
and were prepared to come out to India befofe January 
1, 1920, but who, for lIarious reasons, and through no 
fault of their own, did not in fact arrille until after that 
date. 

We consider that these officers have a good claim for favourable' 
consideration, and we recommend that the privilege of retiring 
on proportionate pension should be extended to them. 

(ill) 

• 

That the present rule under which the prellious war 
seroice of such officers does not count as SerlJice for the 
purposes of proportionate pension is a lIiolation of the 
undertaking that no officer should be. prejudiced by 
reason of seroice during the war with the armed forces 
of the Crown.' 

We are doubtful whether this grievance can be sustained, and are 
unable to recommend any change in the existing rule. 

(iv) That the privilege of retirement on proportionate pension 
should be extended to members of the Centrat SerlJices. 

This claim has been urged with great persistence, but we are 
unable to support it. Officers in the Central Services are obviously 
in a different position from members of the All-India Services 
employed under Local Governments. The Government of India 
may possibly be more susceptible than formerly to political pressure 
but constitutionally its position vis-a-vis these Services remains 
practically unchanged. 

(v) That tI •• right to retire on proportionate pension should 
be extended indefinitely. 

We have considered this claim, and recommend that in the case 
of all future British recruits to the All-India Services a rule should 
be made, and a clause inserted in their contracts to the like effect, 
that, if and ~hen the field of service for which they have been 
recruited is transferred, it shall be open to them either :-

(a) to retain their All-India status, or, 

(b) to waive their contracts with the Secretary of State and 
to enter into new contracts with the Local Governments 
concerned, or, 



44 REPORT OF THE ROYAL COMMISSION ON 

(c) to retire on proportionate pension; the option to remain 
open for one year from the date of transfer. We further 
recommend that existing members of the All-India 
Services now operating in reserved fields, who do not 
make use of their present privilege to retire on propor
tionate pension after action has been taken on the 
Report of the Statutory Commission of 1929, should be 
allowed to exercise the option above speCiiied, if and 
when the field in which their Service operates is trans
ferred. This concession should also be extended to all 
officers who joined the Services since 1st January, 1920. 

(vi) That the existing rule slwuld be revoked -under which 
officers of the Indian Medical Service with less than 
17 years' seroice are not 'eligible to retire on propor
tionate pension unless the military autlwrities are 
unable or unwilling to absorb them in military employ
ment. 

We are unable to recommend any change in the existing rule in 
this respect. 

Extraordinary Pensions. 

75. We recommend that a new rule should be framed, or the 
existing rule modified, to cover the case of officers who lose 
their lives or are seriously injured, as an act of reprisal connected 
with their holding of a particular office, or resulung from action 
taken by them in their official capacity, even in cases when they 
are not actually engaged at the moment in the execution of their 
duty. 

Provident Funds. 

76. We are of opinion that for all future recruits the advisa
bility of substituting provident funds for the present system' of 
pensions should be most carefully considered. It is not practic
able for us, within the time at our disposal, to work out a detailed 
scheme of provident funds for the various Services, but we re
commend that the feasibility of establishing such funds in lieu 
of pensions should be thoroughly investigated, and, if the result 
prove acceptable to the Services and practicable from the stand
point of the finances of India, the change should be .made without 
delay. 

For the existing members of the Services the substitution of a 
Provident Fund for tile present pension system presents obvious 
difficulties. This, in our view, is a matter which should be left 
for expert investigation. We have reason to believe that Indian 
members of the Services would generally prefer a provident fund 
to the existing pension system. 
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Family Pension Funds. 
77. There is a general consensus ot opinion in favour of the 

establishment of family pension funds for the remaining All
India Services, on the lines of that already existing ~or the India 
Civil Service. The Islington Commission recognised the necessity 
for a family pension fund for Services other than the Indian 
Civil Service, and it is understood that a scheme is at present 
being worked out by actuarial experts and that the requisite 
material has already been collected. 

It is not apparent why the initiation of such a scheme has 
been so long delayed, and we are of opinion that steps should 
be taken to introduce it as soon 1!5 practicable. 

78. With regard to the family pension fund of the Indian 
Civil Service, it is urged by tnembers of the Service that the fund 
is not being managed as advantag~ously as it might be, from the 
point of view of the subscribers, who, it is alleged, are not receiving 
the full benefits to which they claim to be entitled, having regard 
to the admittedly prosperous financial position of the fund. 

In view of the widespread uneasiness on this point which 
seems to exist in Service circles, we are of opinion that an inde- -
pendent actuarial investigation into the position of the fund, 
and the. possibility of increasing the benefits derivable therefrom, 
should be undertaken, and that the result of this investigation 
sllould be communicated to all subscribers as soon as possible. 

There is also force in the contention of several witnesses that, 
as the fund consists almost entirely of the subscribers' own 
money, they should be allowed to participate in its management. 
We recommend, therefore, that an independent Board. -consisting 
of a retired member of the Service, a representative of the India 
Office, and an independent actuary, should be constituted to 
administer the fund, subject to the final control and supervision 
of the Secretary of State. 

It has further been represented to us that, owing to the 
difference in social customs and in vital statistics between Indians 
aDd Europeans, it would be advisable to close the existing fund 
as soon as practicable and to open a new fund divided into Indian 
and European branches. We agree with this view. We under
stand that this question is already engaging the consideration of 
the Government of India and of the Secretary of State, and venture 
to hope that an early decision will be reached. 

CHAPTER X. 
SAFEGUARDS. 

General. 
79. It was only to be e~ .. pected that the constitutional changes 

effected by the Government of India Act (1919) would lead to un
easiness among members of the Services with regard to the effect of 
these changes on the conditions under which they had previously 
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served. We were not surprised, therefore, to find in the evidence 
of the Services generally a widespread apprehension regarding • 
the security of their position in various respects. Some of it 
was based on hypothetical rather than on actual conditions, 
but there are certain points on which we think it desirable that 
safeguards should be provided. It may not be necessary ever 
to invoke them, but their effect on the contentment, and there
fore on the efficiency, of the Services will be none the less on 
that account. . 

One particular apprehension by which the Services showed 
themselves to be specially affected was with regard to the results 
which might follow if the control of the All-India Services were 
delegated by the Secretary of State to the Government of India. 
We have recommended in paragraph 13 that the Secretary of 
State should, for the present, retain his control in this respect. 

SO. It has also been repreSented to us that an officer's pay, 
his prospects, and consequently his pension, may be affected 
by disciplina;y action on the part of a Local Government, or by 
unfair discrimination against him in matters of promotion or 
selection for higher appointments, and that the right of appeal 
to the Governor in such matters is prejudiced by the fact that 
the Governor himself has been a party to the order appealed 
against. How far there is good ground for apprehension in this 
matter w~ are not in a position to say, but we have made provision 
with regard to it in our proposals in Part I, Chapter IV, on the 
functions of the statutory Public Service Commission. Their 
effect is to secure the investigation by a quasi-judicial body, 
removed from all political associations, of complaints regarding 
any orders which materially affect an officer's position. 

" Existing or Accruing Rights." 
81. We have received a considerable body of representations 

arising out of the interpretation placed by the Law Officers of 
t!Ie Crown on the phrase •• existing or accruing rights" in ~e 
provi'lO to Section 96 B (2) of. the Government of India Act: 
This provides that" every person appointed before the commence
ment of the Government of India Act, 1919, by the Secretary of 
State in Council to the civil service of the Crown in India shall 
retain all his existing or accruing rights, or shall receive such 
compensation for the loss of any of them as the Secretary of 
State in Council may consider just and equitable." 

The question has been referred to us by the ,Secretary of 
State in the circumstances set out in the Despatch which follows: 

" 26th April, 1923. 
"My Lord, In your Excellency's Government's Despatch 

in the Home Department, No. 10, dated 29th June last, you 
requested me to obtain an authoritative opinion as to the 
meaning to be attached to the expression • existing or 



THE SUPERIOR CIVIL SERVICES IN INDIA. 47 

accruing rights' in Section 96 B (2) of the Government of 
India Act. I considered your request in Council, and 
agreed that it was eminently desirable, from the point of , 
view both of my own responsibilities and of the rights of 
the Services, that no uncertainty or misunderstanding should 
prevail as to the legal position created by this ·section. I 
accordingly referred the matter for the opinion of the Law 
Officers of the Crown. In view of the notorious difficulty 
of .obtaining legal opinion upon questions which do not 
present a perfectly concrete issue, and of the wide generality 
of the terms of the section, I felt bound to confine the case 
presented to the Law Ofijcers to the comparatively narrow 
issue raised in the memorial from the Central Provinces and 
Berar Association of Government Servants which accom
panied your Despatch. The opinion which I have obtained 
cannot therefore be regarded as an exhaustive interpretation 
of the section, and even on the case as presented to them the 
Law Officers gave their opinion subject to a reservation as 
to the difficulty of giving particular answers to general 
questions . 

.. 2. I am advised that the words 'accruing rights' 
in Section 96 B (2) mean all rights to which members of the 
Civil Services are entitled, whether by statute, or by rule 
having statutory force, or by regulation in force at the time 

. of their entry into service. They do not, however, include 
prospects of promotion, except in cases where the promotion 
is no more than advancement by seniority to increased pay, 
as in the case of the various appointments borne upon the 
ordinary lists of time-scales of pay. In particular, they do 
not apply to general expectations of possible appointment 
to offices, such as those of Commissioner of a Division, which 
are not included in the ordinary time-scale lists, and the 
filling of which involves selection by merit. I am advised 
accordingly that the abolition of such appointments would 
give rise to no claims to compensation except to persons who 
were actually holding them at the time of their abolition. 
I am further advised that no method of filling such appoint
ments which is not inconsistent with the Statute, even though 
it reduced the expectations of members of a particular service, 
would give rise to any claim to compensation on the part of 
any person whose actual tenure of an appointment was not 
therebye1fected. Lastly, I am advised that the proviso to 
Section 96 B (2) applies not only to loss of rights (as defined 
above) resulting from the provisions of rules framed by the 
Secretary of State in Council in pursuance of the provisions 
of that sub-section, but also to a loss of iights resulting from 
rules or laws made by other authorities in exercise of powers 
delegated to them under th~ provisions of the Same sub
.section by the Secretary of State in Council. 
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" 3. The foregoing represents the strictly legal results 
which, so far as they can be ascertained without reference 
to defined circumstances, must be held to flow from the 
actual words of this sub-section, and it is my intention to 
bring the situation which thus emerges to the notice of the 
Royal Commission on the Services as a matter for their 
consideration in its bearing on general service conditions, 
and with special reference to the observation of the Joint 
Select Committee on the Government of India Bill 'that 
every precaution should be taken to secure to the public 
servants the career in life to which they looked forward when 
they were recruited.' For it is clear that administrative 
changes might result in a loss of selection appointments so 
considerable as seriously to prejudice the reasonable prospects 
of the services. If, in my opinion, such a situation should 
arise, I shall not fail to examine it with a view to determining, 
in accordance with what I conceive to be the intention of 
the Joint Select Committee and .of Parliament, what measure 
of relief can be granted to the service affected. It is desirable, 
however, that the question should first be examined in all its 
bearings by the Royal Commission, and I am hopeful that 
their recommendations may be of assistance to me in dealing 
with a difficult problem affecting the interests and security 
of those services for whose well being I am responsible. 

"4. I propose, therefore, to lay before the Commission 
Your Excellency's Government's Despatch, with its enclo
sures, and the present Despatch, and I request that copies 
of this Despatch may also be supplied to all members of the 
All-India Services." 

82. The Services claim that whatever may be the legal inter
pretation of the words" existing or accruing rights," the intention 
of the proviso was to secure to them their prospects of promotion 
to all higher posts existing at the time the Act was passed, or 
alternatively to secure for them compensation for the loss of such 
prospects· through the abolition of these appointments. 

We find ourselves unable to lay down any general a priOl'i 
ruling as to what, if any, claims to compensation might justly 
be entertained by a member or the members of a Service in the 
event of·the abolition of any existing post or class of posts; or 
as to what amount of compensation, if any, should be granted. 
Our difficulty lies in the fact that such questionsr can only be 
equitably decided in the light of the circumstances and merits 
of each caSe. We recommend, therefore, that the Secretary of 
State· should refer such claims for compensation, as they arise, 
for consideration arid report by the Public Service Commission, 
which, being the expert authority in India on all Service questions, 
will be well qualified to form a jUst opinion. The Indian members, 
however, would limit the references to the Public Service Com-
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inission to cases other than those necessitated by retrenchment 
or;curtailment of work. In such cases they consider there 
would be no ground for compensation 'except for the incumbent 
of the post abolished. 

The Safeguarding of Pensions. 

83. '{he apprehensions of the Services are not confined 
to the effect on the position of officers of orders by Local 
Governments in individual cases. They express grave concern 
at the prospect of future constitutional developments. In 
particular, we feel bound to note that we have found wide
spread anxiety with regard tb the future security of pensioils. 
We do not share this apprehension under existing circUIDStances, 
and we assume that, if any statutory change is made hereafter, 
involving the transfer of the financial control in this regard now 
exercised by the Secretary of State in Council, adequate provision 
would at the same time be made for safeguarding Service pensions. 

The C<»nmutation oj Pensions. 

84. Various proposals have been put before us in the direction 
of establishing or depositing funds in England equivalent to the 
capitalised value of pensions. We are un?oble to support these, 
as they might adversely affect the credit of the Government of 
India. We consider, however, that some extension of the right 
to commutation of pension should be made. At present an officer 
may not commute more than one-third of his pension. We 
think this proportion should be raised to one-half, and we also 
recommend that the rates at which the commutation value is 
calculated should be revised, year by year if necessary, on the 
basis of the rate of interest payable on loans raised by Govern-
ment in any such year. ' 

The Safeguard. of II Legal Covenant. 

85. As regards emoluments generally, we consider that, in 
all circumstances, the most practical form of safeguard would 
~ a mutually binding legal covenant, enforceable in the Civil 
Courts, between the officer and the authority which has appointed 
him. We recommend therefore that such a contract should 
be entered into in the case of all future recruits, and that to secure 
the position. of existing officers a similar contract should be 
entered into, so framed as to cover the remaining liabilities 
connected with their service and the privileges to which they 
may be entitled. 

The general form of the contract might be somewhat on the 
lines of the existing Articles of Agreement adopted for the Indian 
'EducationaJ Service (see Appendix V). The appropriate and 
appro'\>ed time-scale for the Service in which the officer is employed 
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should be inserted as a schedule, and additional clauses should be 
added securing, inter alia, 

(i) Leave rules not l~s liberal than those in existence when 
the contract was signed. 

(ti) The grant of passages. 
(iii) Remittance privileges, if any. 
(iv) Pension rules not less liberal than those in. existence 

when the contract was signed. 
(v) The right to compensation on an adequate scale in the 

event of dismissal without due notice or in breach of 
definite conditions laid down . • (vi) The right to retire on proportionate pension in certain 
circumstances. 

In our proposals on the subject of the statutory Public Service 
Commission we have made recommendations with the object of 
securing that, in the event of a breach of such a contract by a 
Government, the aggrieved officer shall, in certain circumstances, 
be indemnified against legal expenses in prosecuting his claim 
in the Civil Courts. . ' 

86. In the event of the adoption of our recommendations 
under this head it will obviously be inappropriate to retain the 
title of " Uncovenanted" Services, and we suggest that" Depart
mental" Services might more accurately describe their position 
in future. 

Votability of Government Contributions to Provident Funds. 

87. Our attention has been drawn to the fact that some 
uncertainty prevails as to whether Government contributions to 
provident funds, given to certain officers in lieu of pensions, are 
or are not votable by legislative bodies. It is desirable that this 
uncertainty should be removed; and we suggest that the 
Governor-General should consider whether he might not construe 

. such contributions as pensions within the meaning pf the Govern
ment of India Act in accordance with Section 07 A (4) thereof, 
. and that all Governors should consider the same point in accordance 
with Section 72 D (3). . . 

It is obvious that a conflict of opinions in the matter would 
be unsatisfactory; and we venture to hope that all the authorities ' 

'concerned will be able to accept the suggestion made above. 

The Position of Specialist Officers •• 

88. Representations have been put before us by specialist 
officers regarding the insecurity of their tenure of appointment. 
Those appointed on a permanent basis by the Secretary of State 
cannot be removed from service without his sanction and their 
stlltllS in this respect is exactly the same as that of Jllembers of 
an All-India Service. . 
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An officer who is serving on a contract for a definite period 
is in a different position. His services can clearly be dispensed 
with at the end- of his contract; and such contract usually 
provides that it can be terminated by either side at 6 months' 
notice before the expiry of the stated term. This provision has, 
in the past, not been understood by officers as authorising Govern
ment to terminate their employment for reasons other than the 
unsatisfactory performance of their duties, but it has in some 
recent cases been used by Governments to terminate the contracts 
on grounds of economy. In this way an officer engaged on a 
five-year contract might find himself thrown out of employment 
after a year. The Secretary of State has held that in such cases 
the officer is clearly entitled to 'Special compensation. We concur 
in this opinion, and recommend that the amount of the compensa
tion might be fixed by the responsible Government in consultation 
with the Public Service Commission. _ 

Position of AU-India Officers no' AppoitiUtl by 'he 
Secretary of Slate. 

89. It.. number of ex-Army officers who were demobiliSed in 
India after the war were appointed to the Indian Police Service, 
not .. by" the Secretary of State, but .. with the approval of .. 
the Secretary of State. Simultaneously, some of their comrades, 
who had returned to England on demobilisation, received similar 
appointments, which, however, were made" by" the Secretary 
of State. In consequence they acquired a measure of protection 
to which the officers appointed in India wer~ not entitled. This 
places the latter in a disadvantageous position, inasmuch as their 
pay and pensions, unlike the pay and pensions of officers appointed 
by the Secretary of State, are subject to the vote of Legislative 
Councils. It is' clearly anomalous that this difference should 
,exist between members of the same Service, recruited under what 
were intended to be the same conditions. We therefore recom
mend that these officers should be reappointed by the Secretary 
of State from the date of their original appointment. 

We have been given to understand that there may be a few 
officers, in other All-India Services, who are in a like anomalouS' 
position, and whose. case might be given similar consideration. 

CHAPTER XI. 
HOUSE RliNT, MEDICAL ATTENDANCE, AND LEAVE RULES. 

H_ Rettl. 
90. The existing rules governing the rent payable by officers 

occupying houses supplied by Government are as follows :
Interest is calculated on the capital cost of construction of 

the house and the cost to Government (if any) of the site. 01,1 
houses built before 1915 the rate of interest taken is 3l per cent. ; 



52 REPORT OF THE ROYAL COMMISSION ON 

on houses built later the rate of interest depends on the rate paid 
by Government for loans in the open market at the time the house 
was built. To the interest so calculated is added a percentage 
to cover the annual cost of maintenance, and the total is the 
standard rent. 

This standard rent is charged to the officer occupying the 
house, but is subject to a maximum of 10 per cent. of his pay. 
The 10 per cent. limit, however, does not cover the rent of sanitary 
and electrical installations and fittings, if any. 

In certain of the larger towns where rents are abnormally 
high and the number of official houses is insufficient for the 
Services, Government grants compensatory house allow~ces. 

91. The main representations which have been made:to~us 
by . the Services in this connection are :-

(i) That Government should undertake a general obligation 
to provide houses for the Services at a maximum rent 
of 10 per cent. of pay. 

(ii) That the 10 per cent. of pay should cover all charges for 
rent, including interes on the capital cost of sanitary 
·and electrical fittings . 

. (ill) That the rules operate unequally as between officers in 
localities (for example, urban areas) where the cost of 
the site is high and in districts in which the main factor 
in the standard rent is the cost of construction. 

. 92. We do not consider it practicable to place on Government 
a general obligation to build or J"ent houses sufficient to accom
modate all officers, but subject to this we think that relief should 
be given and that it should take the following form :-

(a) Houses Supplied by Government: 
(i) In assessing rent, interest should be calculated on the cost 

of construction of the house and nothing should be 
included in respect of the cost (if any) to Government 
of the site. 

(ii) Wherever a general supply of electric power is or becomes 
available, or wherever a sewage 'system of drainage 
exists, the capital cost of the necessary installation and 
fittings should be included in the capital cost of the 
building. 

(ill) On the capital cost calculated as in (i) and (ti) above, the 
full rent of the house should be assessed at not more 
than 6 per cent. The full rent so calculated should be 
the annual rent payable by the tenant, provided that 
no Government tenant should have to pay more than 
10 per cent. of his monthly emoluments for the period 
of his occupation of the house. 
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(iv) The cost of any restoration or special repairs should not 
be added to the capital cost of the building, but any 
alterations which add to the accommodation, and are 
made at the tenant's request, should be added to the 
capital cC?St and the rent be raised in proportion. 

(b) Prillate Houses: 
Whenever it is necessary, no Government accommoda

tion being available or until such accommodation 
is made available, to give relief to officers in large 
centres of population on account of the excessive rents 
charged by private landlords, that relief should be 
included in the compensatory local allowance. This 
relief should be calculated so as to cover on an average 
the excess, over 10 per cent. of the emolum~ts of such 
officers, which they are compelled to pay, on account of 
house rent, for accommodation reasonably sufficient for 
their status and proportionate to their pay'. 

Medical Attendance. 
93. The almost universally expressed anxiety of British 

members of the Services in India to have access to British medical 
advice for themselves and their families is intelligible and, ,in 
our opinion, its provision is vital to their contentment. 

In the geographical conditions of India, and in view of the 
increasing Indianisation of the Services, including the Medical, 
the adequate provision of qualified British medical attendance 
for the British members of the Services presents peculiar difficul
ties. . The following solutions, 'based on the evidence laid before 
the Commission, appear to us to be the most practicable and we 

, recommend them for adoption :-
(a) The districts ot a Province should be grouped; and a 

British medical officer (civil or military) should always 
be posted to one station in each group. This station 
should be within easy reach of each district in the grol1p. 
The details of this grouping should be arranged by the 
Local Governments concerned, in consultation with the 
Government of India, and should be subject to the 
approval of the Secretary of State. 

(b) In stations where there is no British medical officer, 
. travelling allowances for the officer or his family should 

bo granted to and from the nearest station where there 
is such medical officer. Payment should be made on a 
certificate by the medical officer, countersigned, if 
desirable, by the head of the Medical Service in the 
Province. Alternatively, if more convenient or if the 
patient is not fit to travel, the expenses of the medical 
officer's visit (exclusive of his normal fee for attendance) 
should be defrayed by Government. 
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(c) In the event of a case being of such a serious or special 
nature that the doctor first consulted does not feel 
able or 'willing to treat it, he may give a certificate 
authorisin~ the patient to travel to the nearest station 
where adequate treatment can be given. This certi
ficate should qualify the patient for the grant of 
travelling allowance as inJb) above. 

(d) In stations where only military medical offi~rs are 
available their services should be at the disposal of 
Civil officers and their families, upon .payment of 
normal fees. 

(e) Officers should be entitled to free medical attendance as 
at present. If treated in hospital, they should not be 
liable for payment· of medical, surgical, and nursing 
charges, but charges for board or special accommodation 
should be defrayed by the officers themselves. Normal 
fees should be chargeable for their wives and families. 

94. The Services have pressed for free medical attendance for 
their wives and families. This concession, if granted, would be 
open to many objections and be 'capable of abuse. We are, 
therefore, unable to recommend it and beliE've that the proposals 
outlined above, taken in conjunction with the iml'covE'ments in 
emoluments and other conditions ot service which we have 
recommended elsewhere in this Report, will afford an ad~quate 
measure of relief in the directions in which it is most needed. 

Leave Rules. 

95. The reorganisation of the leave rules for European members 
of the Government Services, carried out as a result of the recom
mendations.ot the Islington Commission, resulted in a leave code 
which is generally recognised to be liberal. The only ilriticism of 
it which has been brought before us had reference to the restriction 
on the maximum amount of leave on average pay which may be 
granted. An officer is not permitted to take more than 8 months 
leave on full average pay at any !>ne time, or to take during the 
whole of his service more than one~leventh of the period spent on 
duty plus one year. It has been represented to us that both 
restrictions should be removed, and that, in addition to leave on 
average pay equivalent to on~leventh of the perjod spent on 
duty, an officer should be allowed to commute the whole of the 
leave on half pay, admissible to him under the rules, into half the 
amount ofleave on full a\erage pay. These concessions could only 
be made at a heavy cost to GovemmE'nt, and, as we consider that 
the leave rules, as they stand, are sufficiently liberal and are widely 
recognised as such by the Services, we are unable to recommend 
any extension in the direction suggested. 
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PART III. 

CHAPTER XII. 
BuRMA. 

96. The case of Burma presents some special features as CO!;ll

pared with the rest of India. Higher education, both secondary 
and collegiate, is in a very backward state and there has been 
a marked reluctance on the part of Burmalls to attend Indian 
colleges. Technical education is even less advanced, owing 
partly to lack of training facilities and partly to the disinclination, 
hitherto, of the 'Burman to adopt a professional career. 

Some improvement is now being manifested under both 
these heads but it must be some years before an adequate supply 
of qualified Burmans can be available to man the Public Services. 
For example, it was only in 1923 that, for the first time, a Burman 
was successful in the competitive examination for the Indian 
Civil Service, whilst four Burmans in all have been nominated 
to that Service. 

In these circumstances the question as to whether the same 
rates of .. Indianisation .. which we have recommended in the 
case of India as a whole should be adopted for Burma presents 
obvious difficulties. There are not at present sufficient qualified 
Burmans available to fill the vacancies. At the same time 
expertence shows that Burman politicians and Burman public 
opinion in general would not accept any proposals for Burma 
which fell short in any respect of similar proposals for India. 
This is evidently also the view of the Local Government, which 
has intimated to us its desire that any recommendations which 
we might make under our Terms of Reference should be equally 
applicable to Burma. 

This may be sound, and even inevitable, as a political principle, 
but it does not solve the difficulty of obtaining qualified Burmans 
for the All-India Services in Burma-except in so far as they 
can be promoted from the Provincial personnel. This is an 
unsatisfactory substitute for entry by examination, particularly 
in Burma where the absence of racial, religious, and caste differences 
offers a wider opportunity for securing the best men by educational 
competition than can be the case in the rest of India. 

. 97. For the reasons abov: stated, however, we make our 
recommendations with regard to Indianisation and provincialisa
tion applicable to the whole of India including Burma and, in 
respect of the All-India Servites, we leave it to the Government 
of India in consultation with the Burma Government to make 
such adjustments as may be necessary to suit local conditions. 

The question of the increased emoluments, passage and other 
concessions, whidl we have recommended for the Services presents 
no difficulty in their application to Burma. Over and above 
these, however, there is the local .. Burma Allowance," necessi
tated by the abnormal cost of living in that particular Province. 
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This was fixed only so lately as 1919 and we did not think· it 
necessary to suggest any revision of its terms or conditions. 

The Public Service Commission, the establishment of which 
we have recommended for India, will of course include Burma in 
its sphere of operations. So long as Europeans serving in that 
Province belong to the " All-India" Services it is necessary that 
they should enjoy the same protection as their colleagues serving 
in other parts of India. . 

98. Our general conclusion, therefore, is that we make no 
special or divergent recommendations with regard to the Services 
in Burma, and are prepared to leave it to the Secretary of State, 
in consultation with the Govemment of India and the Local 
Govemment, to make any necessary adjustments in regard to the 
distribution of British recruits to the All-India Services as between 
Burma and other Provinces. 

SPECIAL NOTE 

Rl!GARDING mE RECOMMENDATIO:-lS CONTAINED IN THIS REPORT. 

99. Vario,us representations have been made to us by Service 
Associations regarding the date from which our recommenda,tions 
relating to Service Conditions should take effect and we have 
been urged to make them retrospective. 

After careful consideration, we record our view that in the 
present state of the finances of India, our recommendations 
should take effect as from the commencement of the financial 
year 1924-25. 

CHAPTER XIII. 

RECRUInlENT. 

100. For some years past the Secretary of State has found 
it increasingly difficult to secure the full complement of British 
recruits required for the All-India Services. We recognise the 
importance of this fact, and in all our proposals for improving 
and safeguarding the conditions of service we have bome it 
in mind. We have contemplated not only the effect of better 
prospects as an encouragement to recruits, but ta1so of the 
reaction on recruitment of greater contentment among existing 
members of the Services, whose views and feelings soon penetrate 
to British schools and universities, and must always be, as they 
have been in the past, a potent factor in detennining the supply 
of candidates. We hope that Oul' proposals, if adopted, will go 
far to check the recent decline and to establish once more the 
requisite flow of highly qua1ified recruits for all the Services. 
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101. We think it desirable, however, to conmient specially 
on the question of recruitment for the Indian Civil Service. 
We have examined the list of deterrents to recruitment drawn 
up by the MacDonnell Committee (paragraph 10), and we 
believe that their force will be very greatly diminished if our 
proposals are adopted. What has deterred recruits more than 
any question of material or financial conditions, has been an 
apprehension that some future political developments in India 
might bring their careers to a premature end. We admit that 
no absolute gaarantee can be given against such a contingency; 
there is no career, after all, which is absolutely safe in this 
respect; but we think that anxiety on this point can easily be 
exaggerated. We are convinced that India still needs the services 
of capable and broad-minded Englishmen and will long continue 
to need them; and we hope that Englishmen will not be slower 
in the future to meet the need than they have been in the past. 
At the same time we are anxious that such arrangements should 
be made as would give to every officer at least a reasonable 
measure of security on the financial side. 

102. There seem to be two possible contingencies. First, 
as the development of self-government in India proceeds, posts 
or classes of posts now held by members of the :{ndian Civil 
Service may be abolished. We have dealt with this matter in 
paragraph 82 above. 

Secondly, an officer, once recruited, may come to find the' 
conditions of his service so uncongenial as to mue him desire 
to withdraw from that service at any cost. It is important at 
this point to distinguish between the opinions of members of the 
Services who were in India before the Reforms scheme came into 
operation artd those who have been recruited since. It is 
universally admitted that under changed political and economic 
conditions the public service in India cannot be exactly what it 
was before the war. Loyal as they have been in their attempt 
to make the reformed system a success, it is only natural that 
some officers should regret the passing of the old order, in which 
they formed part of a wholly bureaucratic system, unexposed 
to criticism or interference on the part of representatives of the 
people. Officers, however, wil.o have never experienced pre
Reform conditions are naturally able to judge the existing 
system on its merits and not to be biassed by comparing it 
with a past they have not known themselves. With this in view 
we specially ~uested that some members of the Services in 
every Province, who had come to India since 1919, should 
answer our questionnaires and give oral evidence before us. 
The results were on the whole encouraging. These young officers 
looked forward with anxiety to their financial future unless the 
existing rates of pay were modified, ap.d, like older officers, 
they expressed a sense of insecurity as regards both their pensions 
and the possible effects of further COnstitutional change. But 
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wh~n it was put to them that in all these respects they might 
be adequately saIeguarded (as we think they may be if our 
proposals under these heads are adopted) most of them declared 
that, on this hypothesis, they could look forward to a congenial 
and useful career. They recognised that the life ora member of 
the Indian Civil Service is still, as it has always been, a big life, 
involving great responsibility .. Nor in their opinion has it lost 
what uSed to be one of its chief atttractions-the possibility 
of friendly contact with the rural population. They declared 
that their relations with the people amongst whom they are 
living are cordial. 

103. In the light of this evidence and Of the general situation 
as we saw it, we believe that the risk that an officer might find the 
conditions of his service too uncongenial is only a possibility, 
and in any case it is only likely to arise in the event of an officer 
being moved from the reserved fielq of government to the field 
which is managed by Ministers and Legislative Councils. It is, 
we hold, desirable to relieve recruits of any apprehensions on 
this account by providing them with a regular means of with
drawal without great financial injury. 

This was one of our two reasons for recommending that an 
future recruits should be given the option defined in paragraph 74, 
if and when the field of administration in which their service lies 
sh.ould be transferred. Our other reason it may be said here, 
was a desire to make the system elastic in order, in some degree, 
to accommodate the future of the Services to the further develop
ment of self government" in India. 

WIl trust that the difficulty in obtaining recruits will be largely 
overcome if the above proposals are adopted, but we think that, 
over and beyond them, efforts should be made to stimulate 
recruitment by well-considered propaganda. We think it desirable 

. that the India Office should establish some permanent liaison 
with the British Universities, and we call attention to the 
suggestions made in Annexure III to the Report of the MacDonnell 
Committee (see Appendix VI), with the rider that similar arrange
ments to those there proposed with regard to Oxford and 
Cambridge should be considered with regard to the other 
Universities. 

Finally, we think that a full and candid explanation of the 
present position in India, and of the conditions of service under 
the reformed system, with precise details as to pay, pensions and 
other privileges, as also of the measures of protection and security 

. provided (in the event of our proposals being adopted), should 
be prepared at the India Office and made available for prospective 
recruits. 

Methods of Recruitment. • 
104 We now come to the question of the system by whicli 

recruits for the Indian • Civil Service should be selected Time 
has not allowed us to elicit the opinions of University authorities 



THE SUPERIOR CIVIL SERVICES IN INDIA. 59 

upon the spot; but we circulated a questionnaire among them 
all, and have received clear and valuable replies. It is in the light, 
of the opinions thus expressed that we make the following pro
posals ;-

(a) We recommend that the age Iinlit for candidates for the 
Indian Civil Service Examination in London should 
remain as fixed for the present year (i.e., a calldidate 
must have attained the age of 21 and must not have 
attained the age of 24 on the 1st day of August), and 
that the Secretary of State should reconsider his 
decision to change the age limits in 1925 to 21-23. 
We make this recommendation not only in the interest 
of British but of Indian candidates as well. All the 
Universities (with the exception of two which did not 
give their opinion on the point) approved the main
tenance of the age limit at 24. We also feel that it is 
clearly desirable to keep the field of recruitment as 
wide as practicable both in India and. in England. 

(b) It was a corollary of the decision to reduce the upper age 
limit to 23 years that the period of probation for 
recruits should be extended from one year to two. 
Since it is clearly undesirable that recruits should begin 
their work in India above the age of 25, the retention 
of the present probation period of one year necessarily 
follows from our recommendation to keep the upper 
age limit at 24. Whatever may be said in favour of 
extending the probation beyond one year, we feel that 
under present conditions the arguments for maintaining 
the higher age limit are de~ve. 

(0) As to the method by which recruits for the Indian Civil, 
Service should be chosen, we recommend that the 
present system should be continued. Some Universi
ties and other witnesses have urged that a system of 
selection should be adopted instead of open competitive 
examination. The argument is that, since the new 
conditions in India require that members of the Indian 
Civil Service should' possess special gifts of character 
and adaptability besides purely intellectual attainment, 
it would be safer to choose recruits by selection rather 
than by examination'. We are convinced, however, 
thl\t the arguments which have so long held the field 
against the method of selection for any Civil Service 
are still decisive, and that appointment to the Indian 
Civil Service must not be exposed to any charges, just 
or unjust, of JlQlitical or personal infiuence. A more 
attractive suggestion is that the competitive examina
tion should be preceded by selection, but to this 
proposa1likewise the obstacles seem to us unsurmount-



60 REPORT OF THE ROYAL COMMISSION ON 

able. We fear that good candidates might be shy of 
exposing themselves to the possibility of rejection by 
a selection board on other than intellectual grounds, 
and also that the list of selected candidates would 
inevitably be' criticised by Universities or individuals 
as the product of prejudice or favouritism. In the 
light of all these consideratidns we recommend that 
the existing system of open competitive examination 
should be continued. 

Short-term Contracts. 

105. It was suggested by some University authorities, and 
also by some witnesses who gave evidence in India, that Euro
pean recruits for all the All-India Services should in future be 
engaged on short-term renewable contracts. We regard this as 
a not impossible expedient with regard to special appointments 
in the more technical services. If individuals were needed to 
carry through a specific project of engineering, or to engage on a 
particular and limited field of scientific research, or to occupy 
for Ii term of years a particular professorial chair, the system 
of short-term contract might be adopted; but even in such cases 
those drawbacks would not be entirely absent which we feel are 
fatal to the suggestion as applied to the Services as a whole. 
These drawbacks are as follows: a new European recruit in 
any Indian Service does not become efficient until he has accus
tomed himself to the special conditions of India, learned the ways 
of its people, and mastered in some degree the local language. 
It may be said in fact that his efficiency increases in proportion 
to his length of service. From the point of view of the Govern
ments concerned, therefore, a recruit engaged on a short-term 
contract is a highly uneconomical proposition, for, while Govern
ment has paid for his period of apprenticeship, it may lose him 
just at the moment when he has acquired some measure of real 
efficiency. The proposition is similarly disadvantageous to the 
recruit. After spending some years in acquiring the special 
qualifications for efficient service in India he may find it impossible 
to renew his contract, with the result that he is cast upon the 
world with qualifications which, however valuable in India, 
may be of little or no value elsewhere. It must not be supposed, 
for instance, that an expert in Indian forestry who has lost his 
post in India would be regarded as an expert in the forest work 
of any other Continent. The uncertainty of cont~uous employ
ment would therefore militate against the chance of obtaining 
first-rate recruits. These considerations apply with special force 
to the Indian Civil Service and the Indian Police Service. In 
these Services the efficiency of the officer is the result, above all 
else, of prolonged contact with the Indian people. It is not for 
some seven or eight years that he is qualified to hold the post for 
which he was recruited; and several more years must pass before 
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he is fit for the higher appointments. If would clearly be unwise, 
therefore, for Government to recruit such officers on a short-term 
basis. For a member of these Services, similarly, since he is 
engaged only in administrative or executive work, the non
renewal of a contract would mean financial disaster; for, however 
high his value in India, he would have no special qualifications 
for obtaining employment in any other country. It is not 
surprising, therefore, that, except as regards such special technical 
duties as are referred to above, the great mass of evidence put 
before us was against the principle of short-term contracts. We 
recommend accordingly that officers should be recruited for 
All-India Services as at present on the basis of a permanent 
career. 

CHAPTER XIV. 

GENERAL. 

Procedur, as to E lJidence. 
106. At the verY outset of our enquiry we were confronted 

with a difficulty which materially affected our subsequent pro
ceedings. In our view it was of paramount importance that, to 
guide us in our investigation, we should be able to ascertain the 
genuine opinions of witnesses on the matters at issue, however 
confidential or controversial the latter might be. There were 
likely to be many witnesses, Indian as well as European, who 
would shrink from expressing, in public, opinions which they con
scientiously held but which if published in the press might involve 
them in political controversy. Had the Commission decided that 
it would hear no evidence which was not given in public. witnesses 
of this kind-who as it proved were by no means the most vehe
ment in their tone or the most extreme in their demands-would, 
to a large extent. have declined to speak freely. Such a result 
would have prejudiced the value of our enquiry. and we came to 
the unanimous decision that the choice as to whether his evidence 
should be given in public or in private should be left ~servedly 
to each individua'J. witness. If he decided to be heard in public, 
representatives of the press were admitted to record his .oral 
evidence. and received his written statement as well. ThOSl\ 
witnesses. on the other hand. who asked to be heard in private 
were given an assurance that neither their oral nor their. written 
evidence would at any time be made public. 

107. The record shows that. ~f the 411 witnesses who gave oral 
evidence. only 152 elected to be heard in public. It is obvious 
that only the evidence of these 152 witnesses could be published, 
and this would inevitably present a one-sided picture of the case 
which has been laid before us. We have therefore come to the 
conclusion that no transcript of the evidence can be appended to 
our Report and that we must be content with depositing a com
plete and verbatim record with the Secretary of State. 

c 
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Inter4ependence of Agreed Conclusions. 

108. Finally. in submitting this our Report we wish to empha
sise that we regard its main prop>osals as vitally interdependent. 
and that. unless all are given effect to. violence will be done. not 
merely to the spirit of compromise which has inspired our agreed 
conclusions. but to the whole structure of our recommendations. 

We would also venture to urge that there should be as little 
delay as possible in considering and acting upon our proposals. 
We have striven to respond to the official request that we should 
treat our enquiry as a matter of urgency, and having done so we 
suggest that the position is one in which the principle of bis dat 
qlli cito dat is of special application. 

CHAPTER XV. 

109. SUMMARY OF RECOMMENDATIONS. 

ApPOINTMENT AND CONTROL OF THE SERVICES. 

(a) Services employed in reserved fields. PARAS. 

(i) The All-India Services employed in reserved fields of 
administration should continue to be appointed and 
controlled by the Secretary of State for India in 
Council.. 13 

(b) Services employed in transferred fields. 

(ti) For the purposes of Local Governments. no further 
recruitment should be made to the All-India Services 
as such. operating in transferred fields. The per
sonnel required for these branches of administration 
should. in future. be recruited by Local Govern-
ments (For the Medical Services see v. vi, vii below) 14-15.17 

(iii) Loc<d Governments should have power to make rules 
to regulate not only the Public Services which will 

• take the place of the present All-India Services 
operating in transferred fields, but also the existing 
Provincial Services. The Secretary of State should 
make the necessary delegation of powers under Sec
tion 96 B of the Government .of IndiaActaccordingly. 
As a corollary, Local Legislatures should .pass 
Public Service Acts regulating these Services • . 16 

(c) Central Services. 

(iv) Appointments to certain of these Services as &pecified 
in paragraph 19 should be made by the Secretary of 
State. The Government of India should appoint to 
the remainder •• 18-19 
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REORGANISATION OF MEDICAL SERVICES. PARAS 

(V) A new Civil Medical Service should be constituted in 
each Province and recruitea by competitive exami-
nations held both in England and in India. the 
medical needs of both the British and Indian Armies 
in India .being met, in future, by the .. R.A.M.C. 
(India)." Every officer of the new Provincial Civil 
Medical Services should be liable for service with the 
RA.M.C. (India) in the event of general mobilisation 20-23e 

(vi) To meet the medical needs of British officers in the 
. Civil Services and their families, a minimum number 
of British officers should be maintained in the Civil 
Medical Service herein proposed. These minima 
should be prescribed for each Province by the 
Secretary of State, on whom, in the last resort, 
should rest the responsibility for their maintenance. 
Of this British element, one half or the number 
required for the military reserve whichever is the 
larger, should be reserved for British officers to be 
seconded from the RA.M.C. (Il\dia) .. In default of 
the remainder being forthcoming by competitive 
examination for the Civil Medical Service, the 
deficiency should be made up by increased seconding 
from the RA.M.C. (India) or, if necessary, by special 
additional recruitment for that purpose • • . . 23 d, e, f, 

(vii) SUbject to the existing rights of present members 
of the Indian Medical Service, alI'scientific chairs in 
Government Colleges and Hospitals, should, in 
future, be thrown open to all candidates, the clinical 
chairs being reserved for members of the Civil 
Medical Services, however recruited, so long as fit 
candidates are available. . 23g 

THE PUBLIC SERVICE COMMISSION. 

(viii) The Public Service Commission contemplated by 
the Government of India Act should be constituted 
\\ithout further delay. It should be an A1I.-India 
body and consist ot five Commissioners of the 
highest public standing, detached so far as practi
cable from political associations and possessing, in 
the casebf two of theit number at least. high judicial 
or legal qualifications 24-26 

(ix) The functions of the Commission should fall, at the 
outset, into-two categories, (a) recruitment. (b) cer
tain functions of a quasi-judicial character in 
connection with the disciplinary control and 
protection of the ServiCt's . 'Z7 

1_ CI 
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(x) As regards (a), it should be charged with the duty of PARAS. 
recruitment for the All-India Services, as the agent 
of the Secretary of State, so f\lr as it is carried out in 
India, and of recruitment for the Central Services 
(and, if a local Government should so desire, for the 
Provincial Services) as the agent of the Secretary of 
State, the Government of India or Local Govern-
ment as the case may be. The Commission should 
also be the final authority for determining, in con
sultation with the Secretary of State, the Govern-
ment of India or Local Governments, as the case may 
be, the standards of qualification and the methods 
of examination for the Civil Services so far as re-
cruitment in India is concerned 27 

(xi) As regards (b), appeals to the Governor-General 
in Council by an aggrieved officer against such 
orders of Local Governments as are declared by 
the Governor-General in Council to be appealable 
should be referred to the Commission, which should 
report its findings to· the Governor-General in 
Council and its recommendations as to action, with
out prejudice to the right of appeal of the aggIieved 
officer to the Secretary of State provided the Com
mission certify his case as a fit one for such appeal. 
Appeals from the Government of India which now 
lie to the Secretary of State should, in the first 
instance, be referred to the Commission in the 
same manner as in the case of appeals to the Govern
ment of India, and the Commission should submit 
its report to the Secretary of State. When a breach 
of the legal covenant (see recommendation !iii) 
between an officer and the appointing authority is 
alleged, the Commission should certify whether 
p,ima facie it is a fit case for adjudication in a Civil 
Court. If such certified case is sustained by the 
Court, the whole costs should be defrayed by the 
Governmenf concerned 27-28 

(xii) Apart from the determination of standards of 
qualification and methods of examination the Com
mission would not ordinarily be concerned With 
Provincial Services. Its knowledge and experience 
would merely be placed at the disposal of Lo~ 
Governments if desired. The Chairmen of Pro
vincial Selection Boards would constitute the link 
between the Commission and the Local Govern-
ments 26, 29-30 
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INDlANlSATlON. 

Indian Civil Service. 

(xiii) A proportion of 50 per cent. Europeans and 50 per 
cent. Indians in the cadre should be attained within 
about 15 years from the time that the new rate of 
recruitment recommended comes into force. It has 
been calculated, on certain assumptions regarding 
abnormal retirements, that recruitment on the basis 
of 40 per cent. Indians directly recruited, and 20 per 
cent. Indians promoted from the Provincial Service, 
will produce that result 35-36 

. Indian Police Service. 

(xiv)"Out of every 100 recruits, 50 should be Europeans 
directly recruited, 30 should be Indians directly 
recruited, and the remaining 20 should be Indians 
obtained by promotion from the Provincial Services. 
On certain assumptions regarding abnormal retire
ments, the corresponding cadre of 50-50 should be 
attained in about 25 years from the time that the 
new rate of recruitment comes into force. In any 
year in which the full quota of 30 per cent. directly 
recruited Indians is not obtained by open competi
tion, the balance should be made good by additional 
promotion, preferably of young officers of not more 
than five years' service who have been directly 
recruited as Deputy Superintendents of Police • • 37~ 

INdia" Forest SRfliu. 

(xv) Recruitment should be in the ratio of 75 per cent. 
Indians and 25 per cent. Europeans in those Pro-
vinces in which Forest administration is reserved •• 39 

Ioulia. SmliC4 0/ E"giflUf'S. 

(xVi) Recruitment for that portion of the cadre working 
entirely in the Irrigation Branch in Provinces in 
which it.has been separated from the cadre working 
in the Buildings and Roads Branch should be in the 
ratio of 40 per cent. Europeans. 40 per cent. directly 
recruited Indians and 21) per cent. Indians promoted 
from the I!rovincial Service. In those Provinces 
in which no division of the cadre has been made 
there should be no change in the existing ratio of 
recruitment for the combined cadre.. .• •• 40 

n~ CI 
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(xvii) Central Services. PARASI 
(a) Political Department. 

Twenty-five per cent. of the total number of officers 
recruited annually should be Indians, who should be 
obtained, as at present, from the Indian Civil Service, 
the Provincial Civil Service and the Indian Army 42a 

(b) Imperial Customs Service. 
Recruitment should remain on the' present basis, 
i.e., not less than half the vacancies are to be filled 
by appointment in India of statutory natives of 
India 42b 

(c) Superior Telegraph and Wireless Branch. 
Recruitment should be 25 per cent. in England and 
75 per cent. in India .. 42c 

(d) State Railway Engineers: Superior Revenue 
Establishment, State Railways. 

The extension of the existing training facilities in 
India for these Services should be pushed forward 
in order that recruitment in India may be advanced 

. so soon as practicable up to 75 per cent. of the total 
number of vacancies in the Railway Departments 
as a whole, the remaining 25 per cent. being recruited 
in England 424 

(e) Recruitment for the remaining Central Services 
should be at the discretion of the Government of 
India 42e 

(f) In services dealt with in (b), (c) and (d), recruitment 
should be by open competition 42/ 

THE PAY OF THE SERVICES. 
AU-India Services. 

(xviii) Apart from the Indian Police Service and the 
Indian Service of Engineers, it is not proposed to 
increase the basic pay of the Services. In the 
Indian Police Service the basic pay of the inferior 
scale should be raised by Rs.25 a month. The basic 
pay of the superior scale which begins at the 6th 
year of service should be increased by Rs.50 a mOl1th 
up to the 10th year of service, then by Rs.75 a 
month to the 13th year of service, then by Rs.l00 a 
month for the ensuing four years, then by Rs.75, 
Rs.50 and Rs.25 a month for the 18th,l9th aRd 20th 
year of service, thereafter remaining as at present.. 51-52 
The technical pay of the Indian Service of Engineers 
should be rec.konpn ... " part of the basic pay. . 59 
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(xix) For Services other than the Indian Police Service • PARAS 
and the Women's Branch of the Indian Educational 
Service, the rise in overseas pay from Rs.150 where 
it occurs, should be to Rs.250 instead of Rs.200 as 
at present; while from the 12th year of service 
onwards the rate of overseas pay should be raised 
from Rs.250 to Rs.300. In the Indian Police Ser-
vice, recruits for which are about three >years younger 
than in the other Services, the rupee rates of over-
seas pay should be Rs.l00 in the first three years, 
Rs.125 in the fourth, Rs.l50 in the next four years, 
Rs:250 in the next six years, and Rs.300 in the 
15th year and thereafter to the end of the time scale 53 

(xx) In all Services, including the Indian Police Service 
but not the Women's Branch of the Indian Educa-
tional Service, from the 5th year of service onwards, 

> every officer of non-Asiatic domicile should be 
entitled to Temit his total overseas pay through the 
High Commissioner at 2s. to the rupee or to draw it 
in London in sterling at that rate. Indian members 
of the Services who are already entitled to overseas 
pay should draw the increase proposed, but should 
only be entitled to the remittance privilege if they 
can satisfy the High Corrunissioner that they have 
wives or children in Europe . . . . . • 54> 

(xxi) Officers promoted to the selection grade in the 
Indian Police Service, the Indian Medical Service, 
the Indian Agricultural Service, the Indian Veterin
ary Service, and to the senior and junior selection 
grades in the Indian Educational Service should 
draw the maximum overseas pay and receive the 
sterling advantage described in (xix) and (xx) 
respectively 54 

(xxii) The pay of officers holding lower administrative 
posts, i.e., Deputy Inspectors General of Police, 
Superintending Engineers and Conservators of 
Forests, should be fixed at Rs.2,150 instead of the 
present incrementatpay of Rs.I,750-100-2,150. 55 

(xxiii) With regard to other administrative posts above 
the time-scale, the divergent views of the English and 
Indian Members respectively are set out in Appendix 
N 55 

(xxiv) The Women's Educational Service have a c1aim 
to some improvement in their emoluments, but not 
necessarily to the same extent as that recommended 
for the AlljIndia Services generally. The Govern
ment of India should give special consideration to 
this case and make the necessary recommendation 
to the Secretary of State . . • . . . • • 56 

'WO) C4 
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Central Services. PARAS. 

(xxv) In principle, the concessions proposed for members 
of the AIl-India Services should mutatis mutandis be 

• granted to all European. officers in the Central 
Services appointed by the Secretary of State and to 
those European officers who, though appointed by' 
the Govemment of India, were so appointed on the 
basis of a non-Asiatic domicile 57 

Miscellaneous. 
(xxvi) Officers appointed in future to the judicial branch 

of the Indian Civil Service should not receive 
"judicial pay." It should not, however, be with-
drawn from existing recipients 58 

(xxvii) The " technical .. pay of the Superior Telegraph 
Branch should be reckoned as part of the basic pay 59 

(xxviii) Military officers serving in tile Political Depart-
ment should receive the same pay as officers of the 
Indian qvil Service in that Department . . 60 

(xxix) Public Works Department specialist officers ap
pointed by the Secretary of State and holding 
permanent appointments should receive the same 
concessions as officers of the Indian Service of 
Engineers. In the case of those specialists appointed 
by the Secretary of State and serving under contract, 
if their contract contains a clear implication that 
permanent employment is contemplated subject to 
approved service, such contract should be revised to 
give an improvement comparable with that proposed 
for the Indian Service of Engineers. The cases of 
specialist officers appointed by Local Governments 
should be treated generally on the above lines .. 
The same general principles apply also to specialist 
officers in other departments such as forest specialists, 
agricultural engineers and officers holding various 
miscellaneous appointments 61 

PASSAGES. 

(xxx) An Officer of non-Asiatic domicile in the Superior 
Civil Services should receive four return passages 
during his service (of the standard of P. & O. 
First Class B) and, if married, his wife should. be 
entitled to as many return passages as may. be to 
his credit. One single passage should be granted 
to each child .. 62-63 

(xxxi) Officers already in the service, who have-served 
less than 7 years, should be entitled to four return 
passages for themselves and their wives, those with 
over 7 years and less than 14 years should be entitled 
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to three, those with over 14 years' and less than 21 PARAS. 
years' service should be entitled to two, and officers 
with 21 years' service and over to one.· The scheme 
should be extended to Indian officers in the Indian 
Civil Service who were recruited by the Secretary 
of State and who receive overseas pay but should not 
extend to their families' 63 

(xxxii) The family of an officer who dies in service should 
be repatriated ~t Government expense even though 
he has exhausted the full number of passages 
admissible 63 

(xxxiii) An addition of Rs.50 or such amount as may 
from time to time be deemed sufficient by Govern
ment for the purpose of financing the above con
cessions, should be credited monthly to the pay 
of all British members of the Superior Civil Services 
entitled to passage concessions (probably Rs.25 a 
month will suffice for Indian members). This sum 
should be deducted at the source and transf&rred 
to a special .. Passage Fund" in which th~ contri
butions thus made by every officer should accumulate 
and on which an officer requiring funds ·for the pay
ment of passages should be allowed to draw. Any 
surplus in this fund will revert to Government. The 
monthly additk.ns credited to pay und!l1" this pro
posal should not count towards pension, or leave or 
furlough allowance ~ 

PENSIONS. 

I tulia" Civil Seroiu. 
(xxxiv) Having regard to the fact that in 1919 officers 

were reliev~ of the necessity of contributing 4 per 
cent. of their salary towards their pensions, no 
increase is recommended in the ordinary pension 
of this Service, nor is it possible to reopen the 
question of extending the recent concessions made 
regarding the refund of past contributions . . fj] 

(xxxv) Members of the Indian Civil Service, who attain 
to the rank of Members of Council, should be given 
an increased pension at the rate of £50 per annum 
for eacl\ year of service, as such, up to a maximum 
pension of £1.250. Those who serve as Governors 
of Provinces should similarly be given £100 for each 
year of service. as such. up to a maximum pension 
of £1.500 per ann~. .•.. . •• •• 68 

(xxxvi) No change should be made in the existing scale 
of invalid annuities so far as the Indian Civil 
Service is concerned .. 69 
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Uncovenanted Services. 

(xxxvii) The present pension of Rs.5,OOO per annum, PARAS. 
earned after 25 years' service (equivalent at the 
privilege rate of Is. 9d. to the rupee to £437 lOs.), 
rising by Rs.200 per annum to Rs.6,OOO after 
30 years' service (equi-valent to £525 per annum): 
should be increased to Rs.6,OOO and Rs.7,OOO 
respectively, i.e., to £525 and £612 lOs. per annum 
respectively. The maximum pensions, taking 
account of additional pensions earned by service 
in higher appointments, will then become Rs.8,500 
(lower grade) and Rs.9,500 (upper grade), 
equivalent at Is. 9d. to £743 155. and £831 55. 
per annum resJlt'ctively 70 

(xxxviii) The limit of 10 years before which an invalid 
annuity can be earned in the Uncovenanted Services 
should be reduced to seven, and the existing 
maxima raised, as shown on page 41 72 

PROPORTIONATE PENSIONS. 

(xxxix) No addition· to proportionate pension should 
. be given as compensation for loss of career on 

voluntary retirement .. 74i 
(xl) The privilege of retiring on proportionate pension 

should be extended to officers recruited in 1919 
who, through no fault of their own, did not arrive 
in India before 1st January, 1920.. 74ii 

(xli) No change should be made in the existing rule 
la yirig down that war service of officers prior to their 
appointment does not count as service for the 
purposes of proportionate pension .. 74iii 

(xlii) The privilege of retirement on proportionate 
. pension should not be extended to members of the 

Central Services 74iv 
(xliii) A rule should be made and a clause inserted in 

the contracts (see paragraph 74) of all future 
British recruits to the All-India Services, to the 
effect that if and when the field of service for 
which they have been recruited is transferred, 
it shall be open to them either :-
(a) To retain their All-India status; 
(bJ To waive their contracts with the Secretary of 

State and to enter into new contracts with 
the Local Governments concerned; or· 

(c) To retire on proportionate pension, the option 
to remain open for one year from the date of 
transfer 74v 
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(xliv) Existing members of the AU-India Services now PARAS. 
operating in reserved fields, who do not make use 
of 'their privilege of retiring on proportionate 
pension before action has been taken on the report 
of the Statutory Commission of 1929. and officers 
who joined the service since 1st January. 1920. 
should be allowed the option in (xliii). if and when the 
field in which their service operates- is transferred 74v 

(xlv) The existing rule should be' maintained under 
which officers of the Indian Medical Service in civil 
eD;lploy of less than 17 years' service. may not 
retire on proportionate pension unless the militart 
authorities are unable or unwilling to absorb them in 
military employ 74vi 

EXTRAORDINARY PENSIONS. 

(xlvi) A new rule should be made to cover the case of 
officers killed or injured whilst not actually in the 
execution of their duty. but for reasons connected 
with their official position or actions 75 

PROVIDENT FUNDS. 

(xlvii) The advisability of substituting provident funds 
for pensions for future recruits should be carefully 
considered. If the change is feasible. and accept
able to the Services. it should be made without 
delay. The application of such a scheme to present 
members of the Services should also receive expert 
examination 76 

FAMILY PENSION FUNDS. 

(xlviii) Family Pension Funds. on. the lines of that already 
existing for the Indian Civil Service. should be 
introduced for the other All-India Services as 
soon as practicable • • 71 

(xlix) An independent actuarial investigation into the 
position of the Indian Civil Service Family Pension 
Fund should be undertaken as soon as possible. 
A Board 'consisting of a retired member of the 
Service, a representative of the India Office and an 
independent actuary should be constituted to 
administer the Fund. subject to the final control 
and supervision of the Secretary of State ..• 78 

(1) The existing Indian Civil Service Family Pension 
Fund should be closed as soon as practicable and a 
new fund opened. divided into Indian and European 
branches • • . • . . • • . • . • 78 
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SAFEGUARDS. PARAS • 

.. Existing or Accruing Rights." 
(Ii) The Secretary of State should refer claims from a 

member or the mefllbers of a Service for com
pensation for the abolition of a higher appoint
ment for consideration and report by the Public 
Service Commission. The Indian Commissioners 

. would limit the references to the Public Service 
Commission to cases other than those necessitated 
by retrenchment or curtailment of work .. 81-82 

Commutation of Pension. 
(Iii) All officers should be allowed to commute up to one 

half of their pension, and the rates on which com
mutation value is based should be revised year 
by year, if necessary, on the basis of the rate of 
interest payable on loans raised by Government in 
that year 84 

Legal Covenant. 
(liii) Mutually binding legal covenants, enforceable in a 

Civil Court, should be entered into between all 
future recruits and the authority appointing them. 
To secure the position of existing members of the 
Services a 'similar contract should be entered into, 
and so framed as to cover the remaining liabilities 
of their service. The contract should include 
clauses securing pay, leave rules, passages, remit
tance privileges, pension rules, etc., and the right 
to compensation in the event of dismissal without 
due notice or any breach of conditions of contract; 
as well as the right to retire on proportionate 
pension in certain circumstances , . 85 

Votability oj' Government Contributions to Provident 
Funds, 

(liv) The Governor-General should consider whether 
he might not construe such contributions as 
.. pension" within the meaning of the Government 
of India Act in accordance with Section fj] A (4) 
thereof and all Governors should consider the'same 
point in accordance with Section 72 D (3) .' , 87 

Position of Specialist Officers. 
(I v) A specialist officer on a contract for a definite 

period whose services have been dispensed with 
before the end of his term for reasons other than 
unsatisfactory performance of bis duties, for 
example, on grounds of economy, bas a claim to 
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special compensation: The amoimt of compensa- PARAS. 
tion should be fixed by the Government responsible, 
in consultation with the Public Service Commission 88 

. Officers oj AU-J ndia Services not appointed by the SeCl'etary oj State .. 
(lvi) Officers, including ex-Army officers in the Indian 

Police Service, not appointed by the Secretary of 
State but with his approval, should be reappointed 
by him from the date of their original appointment, 
so as to secure for them the same privileges as are 
enjoyed by other officers of the same Service 89 

HOUSE RENT. 
Houses supplied by Government. 

(lvii) In assessing rent, interest should be calculated on 
the cost of construction, but nothing should be 
included in respect of ·the cost (if any) of the site. 
The capital cost of electrical and sanitary fittings 
should be included in the capital cost of tl)e building. 

On the capital cost so calculated the rent of the 
house should be assessed at .not more than 6 per 
cent. The rent so calculated should be the annual 
rent payable by the tenant provided that he should 
. not have to pay more than 10 per cent. of his monthly 
emoluments for the period of his occupation of the 
house. The cost of any restoration or special repairs 
should not be added to the capital cost of the building 
but any alterations which add to the accommodation 
and are made at the tenant's request, should be 
added to the capital cost and the rent raised in 
proportion 90-92 

Private Houses. 
(lviii) Where it is necessary to give relief to an officer 

on account of excessive rent charged by private 
landlords, the relief should be included in a com
pensatory local allowance and be calculated to 
cover, on an average at least, the excess over 10 
per cent. of his emoluments which such officer has 
to pay for accommodation reasonably sufficient for 
his status. and proportionate to his pay • • 92 

MEDICAL ATTENDANCE. 
(lix) The principle that attendance by medical officers 

of their oWn race should be available for members of 
the Services and their families should be accepted. 
It is recommended that:-
(a) Districts of a Province should be grouPed and a 

British medical officer posted to one station in 
each group within easy reach of each district 93.a 
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(b) In stations where there is no British medical PARAS. 
officer, travelling allowance for the officer and 
his family should be granted to the nearest 
station where there is such an officer. Alter
natively, if more convenient, the travelling 
expenses of the medical officer should be paid 
by Government to enable him to visit the 
patient 93b 

(c) In serious cases it should be open to the doctor 
first consulted to give a, certificate authorising 
the patient to travel to the nearest station 
where adequate treatment can be given and the 
certificate should qualify the patient for 
travelling allowance 93c 

(d) The services of military medical officers where 
no other medical officers are available should 
be at the disposal of civilian officers and their 
families upon payment of normal fees 93d 

(e) Officers if treated in hospital should not be 
liable for medical, surgical or nursing charges. 
Normal fees should be chargeable for their 
wives and families 93e 

Free medical attendance for the wives and families 
of officers should not be provided .. 94 

LEAVE RULES. 

(!x) The existing leave rules are sufficiently liberal and 
require no alteration 95 

BURMA. 

(!xi) All recommendations in this Report (including 
those relating to Indianisation and provincialisation) 
apply to Burma. The Secretary of State, in con
sultation with the Government of India and the 
Local Government, should make any necessary. 
adjustment in regard to the distribution of future 
recruits to the All-India Services as between Burma 
and other Provinces .. 96--98 

DATE AT WHICH THIS REPORT SHOULD COME 
INTO EFFECT. 

(!xii) The recommendations in this Report should take 
effect from the commencement of the financial year 
1924-25. '. . 99 

RECRUITMENT. 

(!xiii) (a) In the interests of recruitment it is important 
that every officer should have a reasonable miasure 
of security. Uncertainty arising from the possi
bility of the abolition of posts is dealt with in (li) . 
above 102 
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(b) As regards the risk that the officer may find the PARAS. 
conditions of his service uncongenial, the recom
mendation in (xliii} provides a regular means of 
withdrawal without great financial injury. . 103 

'(e) Efforts should be made to stimulate recruitment 
by we1l-considered propaganda. With this in view 
the India Office should establish some permanent 
liaison with the British Universities.. 103 

(d) A full and candid explanation of the present 
position in India, and of the conditions of service 
under the reformed system, with precise details as 
to pay, pensions and other privileges, and the 
,measures of protection and security provided, should 
be made available for prospective recruits. • 103 

(e) The age limit for candidates for the Indian Civil 
Service examination in England should remain as 
it is fixed for the present year, that is, a candidate 
must have attained the age of 21 and not have 
attained the age of 24 on the 1st day of August .. 1044 

(f) The present probationary period of one year should 
also be retained 104b 

(g) The existing system of open competitive examina-
tion for the selection of candidates for the Indian 
Civil Service should be continued 104c 

(h) Officers should be recruited for the All-India 
Services, as at present, on the.basis of a permanent 
career and not on short-term contracts • . lOS 

INTERDEPENDENCE OF MAIN PROPOSALS. 

(lxiv) The main proposals in the Report are vitally 
interdependent and, in view of the urgency of the 
case, it is recommended that they should be con- .. 
sidered as a whole and acted upon with as little 
delay as possible lOS 

110. In conclusion we desire to place on record our sense of 
obligation to the staff of the Commission, which, from top to 
bottom, has displayed an ability and devotion to duty which call 
for the highest praise. Owing to the abnormal pressure under 
which our enquiry has been conducted, the strain on our Secre
tariat has been unusually severe, and their work, performed often 
under com\itions of discomfort and inconvenience, has been 
altogether admirable. 

The chief responsibility has of course fallen upon our Joint 
Secretaries, Mr. S. F. Stewart and Mr. A. W. Street. Mr. Stewart, 
with his long ~'Cperience of the India Office, his wide knowledge 
of the problems involved in our terms of reference. and his un
failing cOurtesy, has proved himself an invaluable counsellor and 
aid. Mr. Street, who has been primarily responsible for the 
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organisation and control of the office has demonstrated his excep
tional abilities as an organiser and his tireless capacity for work. 
He has further had charge of the arrangements for our tour and 
by his ever-ready helpfulness has placed every Member of the 
Commission in his debt. . 

We would also express our obligations to the two officers of 
the Indian Civil Service whose services were placed at our disposal 
after our arrival in India. Mr. H. G. Haig was appointed by the 
Government of India as its liaison officer with the Commission,. 
and, in that difficult and delicate position, has been not merely a 
tactful link but an indispensable source of information on all 
points relating to the Departments and the Services. Mr. C. W. 
A. Turner was lent by the Government of Bombay, in the first 
instance as Personal Assistant to our Chairman, and, with his 
intimate knowledge of India and of Service conditions generally, 
became an invaluable member of our Secretariat. Mr. P. R. Rau 
was attached by the Government of India to the Commission, 
as an expert adviser on statistics, and has amply justified his 
appointment. 

To all these officers, as also to the subordinate and reporting 
staff working under them, we wish to express our sincere and 
special thanks. 

All of which we submit for Your Majesty's gracious 
consideration. 

(Signed) LEE OF FAREHAM . 
. BHUPENDRANATH BASU.~ 

R. COUPLAND. 
R. H. CRADDOCK. 
M. HABIBULLAH. 
HARI KISHAN KAUL. 
CYRIL JACKSON. 
D. PETRIE. 
N. M. SAMARTH. 

S. F. STEWART}J' S . 
A. W. STREET omt ecretanes. . 

Dated the 27th day of March, 1924 

• Signature subject to the remarks contained m the follOwing Minute .• 

I have bad, unfortunately. to stay away from the Commission at its 1inalsta.ge 
owing to sudden and severe illness; but my Indian colleagues and I had 
thoroughly discussed between ourselves the more important features of our 
enquiry before I feU ill. and during my enforced absence, through their courtesy, 
we were exchanging our ideas by means of correspondence on most of the points 
dealt with in the report. There is one matter in whicb for want of time I was 
unable to take part, namely. the enhanced pension of members of t~ Civil Service 
retiring as members of the Executive Councils and Governors of Provinces. 
There are several things to consider in this connection. There are, Jirstly. the 
existence of a feeling of camaraderie and equality in the ranks of the Civil 
Service, who feel that, barring the exigencies of the service. they are aU OD a 
footing of equality. a feeling which I should not like to distuJb; and. secondly. 
the recent decision of the Government to refund the whole of their contributioJl5 
has meant an addition of £250 to the pensions of the mem.bers of the service. and 
enables those who rise to high office to make a substantial addition to tbt'l fund 
at their credit on their retirement. It must also be borne in mind that Viceroys 
and Governors coming out from England retire without any pensions at the end 
of their term. For these reasons I am opposed to any enhancement of tho 
pensiona in the case of memben of Executive Councils or Govemon:. 

(Silnld) BHUPlPlDUN~TB BdU. 
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APPENDIX 1. 
ROYAL COMMISSION ON THE SUPERIOR CIVIL SERVICES 

IN INDIA. 

I. 
QuestiollJlaire on the Organisation of the Services. 

1. In the light of the experience now gained of the operation of the 
system of government established by the Government of india Act, and 
in view of the avowed polic)" of Parliament as contained in the preamble 
of that Act, do you consider that any readjustment of the position of any 
or all of the All-India Services is required, and, in particular, would it be 
possible to transfer immediately or gradually any of their present duties 
and functions to Services constituted on a provincial basis? If, in your 
opinion, any readjustment is necessary, what should be the place and 
functions of these Services, and especially of the Indian Civil Service, in 
the Government of India 1 . 

2". The tables annexed set out the principal claSses of superior appoint
ments at present held by members of the All-India Services. To what 
extent, in each of these classes, do you consider that European personnel 
must at present be retained for the maintenance of a standard of adminis
tration in accordance with the responsibilities of the Crown for the Govern
ment of India. and do you consider that any progressive reduction of this 
European element will be practicable within, say, the next 20 years 1 

3. Do you consider that the European element in the Services should 
be appointed and controlled by the Secretary of State in Council as 
members of Services organised on an All-India basis with the safeguards 
and conditions at present attaching to that organisation, or should it be 
appointed and controlled by the Government of India, or, where the 
duties concerned are und~r a Local Government, by the Local Government? 

4. Having regard to the declared policy of Parliament in respect of 
increasing the association of Indians in every branch of the administration, 
and to the provision in Section 84 A of the Government of India Act for 
the appointment of a Statutory Commission in 1929 to report on the extent 
to which it is desirable" to extend, modify or restrict the degree of 
responsible government then existing" in India; and having regard also • 
to the importance of ollering to recruits a career of adequate security and 
opportunity; on what conditions do you consider that the European 
element in the Services should be recruited? In particular, do you 
consider that engagements on short term contracts would be suitable as a 
s\lbstitute for permanent appointments; and, if so, to what extent and 
in whi.t branches of the Services 1 

S. Do you consider that the Secretary of State in Council should continue 
to appoint and control the Indians required for duties and functions of the 
kind at present performed by the All-India Services; or should they be 
appointed by the Government of India or by Local Governments? If you 
hold the former view, do you consider that any alterations are necessary 
in the methods adopted for the recruitment of Indians for the All-India 
Services 1 

6. Do you consider that the existing rates of pay for the All-India 
Services are suitable (A) for Europeans. (b) for Indians 1 If not. what 
readjustments do you suggest ? 

7. If Local Governments sbould appoint the penonnel required for the 
duties and functions referred to in 5, would it be preferable to organise 
them as separate superior Provincial Services or to amalgamate them with 
the existins Provincial Services 1 In the latter alternative, what scales 
of pay would, in }'bur opiuion, be necessary to obtain recruits of the 
required standard 1 . 

• The sc&!es on which Indians are bein8 recruited for the various 
Indian Services under existing rules are shown in Annexure III to the 
questionnaire. 
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ANNEXURE I. TO QUESTIONNAIRE 1. 
TERMS OF REFERENCE OF ROYAL CoMMISSION ON THE SUPERI~R CIVIL 

SERVICES IN INDIA. • 

Whereas, having regard to the necessity for maintaining a standard of 
administration in conformity with the responsibilities of the Crown for the 
Government of India, and to the declared policy of Parliament in respect 
of the increasing association of Indians in every branch of the administra~ 
tiOD, and in view of the experience now gained of the operation of the 
system of Government established by the Government of India Act in 
respect of the superior Civil Services in India, We have deemed it expedient 
that a Commission should forthwith issue to enquire into :-

(I) The organisation and general conditions of service, financial and 
otherwise, of those Services; . 

(2) The possibility of transferring· immediately or gradua\Jy any of 
their present duties and functions to services constituted on a 
provincial basis ; 

(3) The recruitment of Europeans and Indians respectively for which 
provision should be made under the Constitution established by 
the said Act. and the best methods of ensuring and maintaining 
such recruitment; and to make recommendations. 

AlIo'NEXURE II. TO QUESTIONNAIRE I. 
TABLE OF PRINCIPAL CLASSES OF SUPERIOR ApPOINTMENTS UNDER THE 

GOVERNMENT OF INDIA HELD BY MEMBERS OF THE 
ALL~INDIA SERVICES. 

Indian Civil Serviu-· 
Appointments under the Foreign 

and Political Department. 
Commissioner, Northern India 

Salt Revenue Department. 
Census Commissioner. 
Director General of Commercial 

Intelligence. 
Collector of Customs. 
Accountant General and Chief 

Auditor. 
Deputy Controller of Currency. 
Controller of Currency. 
Auditor General. 
Miscellaneous posts such as Opium 

Agent, etc .. 
Postmaster-General. . 
Deputy Director General of the 

Post Office. 
Director General of Posts and 

Telegraphs. 
Deputy Secretary and Secretary 

to Government of India. 
Member of Central Board of 

Revenue. 
Puisne Judge, Calcutta High 

Court. 
Member of Governor General's 

Exe~utive Council. 
Miscellaneous posts such as Chief 

Commissioner, Delhi, Andaman 
and Nicobar Islands, etc. 

Indian Police Service-
Assistant Director, Deputy Direc

tor and Director, Intelligence 
Bureau. 

Indian Fonsl Sm>iu--
Scientific posts at the Forest Re

search Institute and College 
such as Forest Economist. etc. 

President, Research Institute. 
Inspector General of Forests. 

Indian Educalional Snviu- . 
Educational Commissioner. 
Appointments of masters. on the 

Chiefs' Colleges cadre under the 
Political Department. 

Indian Agri&ul/u,al Snviu
Agricultural Chemists, Imperial 

AgricuJtorists, etc. 
Director of the Agricultural Re

search Institute and College, 
Pusa. • 

Agricultural Adviser to the 
GovernmentoflndUL 

Indian Service o[ EHgiHUfS
Executive Engineer. 
Superintending Engineer. 
Chief Engineer. . 
Consulting Engineer. 
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• ANNEXURE II-contd . 
Imlia" Service of E"Ifi", .. s-co"td. 
Railways-

Executive Engineer. 
Superintending Engineer. 
Chief Engineer and Deputy Chief 

Engineer. 
Members. Railway Board. 

1"di,." M.dical Serviu
Appointments of Agency and 

Residency Surgeons under the 
Political Department. 

Scientific posts such as D~ctor' 
of Medical Research. 

I mlia" Medical SenJice-coKtd: 

Director, Central Research Insti
tute, Kasauli. etc. 

Public Health Commissioner, 
Assistant Director, Deputy,Direc

tor, Director General, Indian 
Medical Service, 

I "dia" V ,IBf'iKa." S,,,,,ice-
Scientific posts at the Imperial 

Bacteriological Laboratorx, 
Mukhtesar, such as Director, 
Bacteriologists, etc. 

TA8LB OF PRINCIPAL CUSSES OF SUPERIOR ApPOINTMENTS UNDER THE 
PROVINCIAL GoVERNMENTS HELD BY MEMBERS OF THE 

ALL-INDIA SERVICES. 

Itld.a" Ci.il Seroiu
Sub-Collector, 1st grade, Madras. 
Magistrate Collector, Deputy 

Commissioner, or Settlement 
Officer. 

District and Sessions Judge or 
Divisional Judge. 

Deputy Secretary and Secretary 
to local Governments and 
Boards of Revenue. 

Commissioner. 
Member of 'Boards of Revenue 

and Financial Commissioner. 
Civilian Judge of High Courts and 

Judicial Commissioner. 
Member of Governor's Executive 

Councils. 
I"d",,, Police Seroiu

Superintendent. 
Deputy Inspector General. 
Deputy Commissioner and 

spector General. 
Commissioner of Police 

Bombay). 
It.dian Ed-nMl<ll Seroiu

Inspector of Schools. 

In-

( .... , 
Principal and Professor of College. 
Deputy Director and Director of 

Public Instruction. 

Indian Fores' S"";
Deputy Conservator. 
Conservator. 
Chief Conservntor. 

Ind"", Fans' Engi ....... .., Seroiu
Forest Engineers. 

Indian Agricullwal S .... u
Scientific posts such as Economic, 

BotsDist, etc. 

Itldi"" Agricultural Service-contd. 
Principal and Professor of Agri

cultural College. 
Deputy Director of Agriculture. 
Director of Agriculture. 

I"dian S,rvice 0/ E"gi ...... -
Irrigation-

Executive Engineer. 
Superintending Engineer. 
Chief Engineer. ' 

Buildings and Roads
Executive Engineer. 
Superintending Engineer. 
Chief Engineer. 

Ind"", V.IBf'i .... ." S ... ice
Principal and Professor of Veteri-

nary College. ' 
Chief Superintendent. 
Superintendent and Veterinary 

Advisers to Government. 
Indian M.dical Seroiu

Civil Surgeon. 
Chemical Examiner. 
Director of Provincial Bacteriolo-

gical Laboratory. 
Director of Pasteur Institute, etc. 
Health and Sanitary Officer. 
Superintendent, .Surgeon and 

Physician of Hospital. 
Principal and Professor of College. 
Assistant Director of Public 

Health. 
Director of Public Health. 
Superintendent of Jails, Asylums. 

etc. 
Inspector General of Prisons. 
Inspector General of Civil Hos

pitals. 
S~General. 
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ANNEXURE III. TO QUESTIONNAIRE I. 

STATEMENT' SHOWING THE SCALES ON WHICH INDIANS ARE BEING AND 
WILL BE RECRUITED FOR THE ALL-INDIA SERVICES 

UNDER PRESENT RULES . 

. Indian Civil Service 

Indian Police Service 

Indian Forest Service 

Indian Agricultural Service 

Indian Veterinary Service .. 

Indian Educational Service : 
Men's Branch. 

Women's Branch .. 

Indian Service of Engineers 

Indian Medical Service 

37 t per cent. rising by I i per cent. annually 
up to 48 per cent. 

33 per cent. in provinces other than North
West Frontier Province, and Burma. 
For North-West Frontier Province pro
portion is restricted to 10 per cent. and 
for Burma to 22 per cent. of which at 
least 15 should be Burmans. 

The percentage of direct recruitment of 
Indians . has been fixed at 40 for India 
and 25 for Burma for a period of five 
years from 1921. This includes Indians 
recruited both in England and India. 
In addition recruitment by promotion 
from the Provincial to the Imperial 
Service has been fixed at 12·5 per cent. 
of the posts in the Imperial Service. 

Composition of ·the Service to be worked 
up to 50 per cent. Indian, by appoint
ment of Indians, as quali1ied candidates 
become available. No definite scale of 
annual recruitment has been laid down. 

Composition of the Service to be worked 
up to 50 per cent. Indian by appoint
ment of Indians, subject to their attain
ing the requisite standard of efficiency. 
Ne definite scale of annual recruitment 
has been laid down. 

The general rule is that in regulating 
annual direct recruitment 50 per cent. 
should be Indians, until 50 per cent. 
of the composition of the Service is 
Indian. Indians transferred in posts 
transferred from the PrOvincial to the 
Imperial Service are not included in 
this 50 per cent. No definite percentage 
has been laid down for Burma. 

No definite percentage has been fixed. 

50 per cent, recruited in England, and 50 
per cent. in India. Of fue 50 per cent. 
recruited in England 10 per cent. must 
be Indians. For Burma the percentage 
recruited in England is 67 instead of 50 . . 

The recruitment ratio fixed in 1915 was 
2 Europeans to 1 Indian. Proposals to 
increase the ratio of Indians are at pre
sent under discussion. 
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ANNEXURE IV. TO QUESTIONNAIRE 1. 
STATUTORY PROVISIONS AND RULES DEFINING AND REGULA'l'ING THE 

POSITION OF THE INDIAN SERVICES. AND IN PARTICULAR OF 
THE ALL-INDIA SERVICES. 

EXTRACTS FROM GOhRNMENT OF INDIA ACT. 

45A.-(2) Without prejudice to the generality of the foregoing powers 
(in regard to the classification of central and provincial subjects), rules made 
for the above-mentioned purposes may :-

• • * • • • 
(iv) provide for regulating the exercise of the authority .vested in the 

Local Government of a province over members of the public 
services therein. 

(For rules made under this $action, see page 84.) 
67A.-(3) The proposals of the Governor-General in Council for the 

appropriation of revenue or moneys relating ·to the following heads of 
expenditure shall not be submitted to the vote of the Legislative Assembly, 
nor shall they be open to discussion by either chamber at the time when 
the annual statement is under consideration. unless the Governor-General 
otherwise directs :-

• • • • • 
(iii) Salaries and pensions of persons appointed by or with the approval 

of His Majesty or by the Secretary of State in Council. 
72D.-(3) Nothing in the foregoing subsectiono shall require proposals 

to be submitted to the (Governor's Legislative) Council relating to the 
following heads of expenditure :-· . . . . . 

(iv) Salaries and pensions of person.s appointed by or with the approval 
of His Majesty or by the Secretary of State in Council. 

968.-(1) Subject to the provisions of this Act and of rules made there
under, every person in the civil service of the Crown in India holds office 
during His lvlajesty's pleasure, and may be employed in any manner required 
by a proper authority within the scope of his duty, but no person in that 
service may be dismissed by any authority subordinate to that by which he 
was appointed, and the Secretary of State in Council may (except so far as 
h. may provide by rules to the contrary) reinstate any person in that service 
who has been dismissed. 

If any such person appointed by the Secretary of State in Council thinks 
himself wronged by an order by an official superior in a governor's province, 
and on due application made to that superior does not receive the redress to 
which he mar consider himself entitled, he may, without prejudice to any 
other right 0 redress, conI plain to the governor of the province in order to 
obtain justice and the governor is hereby directed to exanline such complaint 
and require such action to be taken thereon as may appear to him to be 
just and equitable. 

(2) The Secretary of State in Council may make rulest for regulating the 
classification of the civil services in India, the methods of their recruitment 
their conditions of service. pay and allowances, and discipline and oonduct, 
Such rules may, to such extent and in respect of such matters as may be 
prescribed, delegate the power of making rules to the Governor-General in 
Councilor to l.Qcal Governments, or authorise the Indian Legislatore or 
Local Legislatures to make laws regulating the public services. 

° The foregointl sub-section requires that .. The estimated annual 
expenditure and revenue of the province shall be laid .•. before the 
(Governor's Legislat>.",) Council in each year, and the proposals of the Local 
Government for the appropriation of provincial revenues and other money's 
in any year shall be submitted to tho vote of the Council in the form of 
demands for grants." 

t 1'0r rules made under this sub-section, _ page 85. 
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Provided that every person appointed before the commencement of the 
Government of India Act, 1919, by the Secretary of State in Council to the 
civil service of the Crown in India shall retain all his existing or accruing 
rights, or shall receive such compensation for the loss of any of them as the 
Secretary of State in Council may consider just and equitable. 

(3) The right to pensions and the scale and conditions of pensions of all 
persons in the civil service of the Crown in India appointed by the Secretary 
of State in Council shafl be regulated in accordance with the rules in force at 
the time of the passing of the Government of India Act, 1919. Any such 
rules may be varied or added to by the Secretary of State in Council and 
shall have effect as so varied or added to, but any such variation or addition 
shall. not adversely affect the pension of any member of the service 
appointed before the date thereof. 

Nothing in this section or iIi any rule thereunder shall prej udice the 
rights to which any person may, or may have, become entitled under the 
provisions in relation to pensions contained in the East India Annuity 
Funds Act, 1874. 

(4) For the removal of doubts, it is hereby declared that all rules or other 
provisions in operation at the time of the passing of the Government of 
India Act, 1919, whether made by the Secretary of State in Councilor by 
any other authority. relating to the civil service of the Crown in India, were 

. duly made in accordance with the powers in that behalf, and are confirmed, 
but any such rules or provisions may be revoked, varied, or added to by 
rules or laws made under this section. 

96c.-(1) There shall be established in India a public service commis
sion, consisting of not more than five members, of whom ODe shall be chair ... 
man, appointed by the Secretary of State in Council. Each member shall 
hold office for five years, and may,be reappointed. No member shall be 
removed before the expiry of his term of office, except by order of the 
Secretary of State in Council. The qualifications for appointment and the 
pay and pension (if any) attachin~ to the office of chairman and member 
shall be prescribed by rules made by the Secretary of State in Council. 

(2) The Public Service Commission shall discharge, in regard to recruit
ment and control of the public services in India, such functions as may be 
assigned thereto by rules made by the Secretary of State in Council. . . . . . . . 

9SE.-Rules made under this Part" of this Act shall not be made 
except with the concurrence of the majority of votes at a meeting of the 
Council of India. 

97.-(1) The Secretary of State in Council may, with the advice and 
assistance of the Civil Service Commissioners, make rules for the examina
tion, under the superintendence of those Commissioners. of British subjects. 
and of persons in respect of whom a declaration has been made under 
Section 9SAt of this Act, who are desirous of becoming candidates for ap
pointment to the Indian Civil Service. 

(2) The rules shall prescribe the age and qualifications of the candidates, 
and the subjects of examination. 

(2A) The admission to the Indian Civil Service of a British subject who 
or whose father or mother was not born within His Majesty'. dominions 
shall be subject to such restrictions as the Secretary of State in Council, . 

" Part VIlA relating to the Civil Services in India. 
tSection 96A provides that the Governor-General in Council, with the 

approval of the Secretary of State in Council, may, by notification, declare 
that any named ruler or subject of any State in India shall be ehgIble for 
appointment to any civil or military office under tlle Crown to which a 
native of British India may be appointed, or any named subject of. any 
S~te. or any named member of any independent race or tribe. in te~tory 
adjacent to India, shall be eligible for appointment to any such nuhtary 
office, 
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with the advice and assistance of the Civil Service Commissioners, may 
think fit to prescribe, and all such restrictions shall be included in the rules. 

(3) All rules made in pursuance of this section shall be laid before 
Parliament within fourteen days after the making thereof, or, if Parliament 
i. not then sitting, then within fourteen days after the next meeting of 
Parliament. 

(4) The candidates certm.ed to be entitled under the rules shall be reo 
commended for appointment according to the order of their proficiency as 
shown by their examination. 

(5) Such persons only as ale so certified may be appointed or admitted 
to the Indian Civil Service by the Secretary of State in Council. 

(6) Notwithstanding anything in this section, the Secretary of State 
may make appointments to the Indian Civil Service of persons domiciled in 
India, in accordance with such rules as may be prescribed by the Secretary 
of State in Council with the concurrence of the majority of votes at a meet
ing of the Council of India. 

Any rules made under this subsection shall not have force until they have 
been laid for thirty days before both Houses of' Parliament. 

98. Subject to the provisions of tllis Act, all vacancies happening in any 
of the offices specified or referred to in the Third Schedule to this Act,. and 
all such offices which may be created hereafter, shall be filled from amongst 
the members of the Indian Civil Service. 

99.-(1) The authorities in India, by whom appointments are made to 
offices in the Indian Civil Service, may appoint to any such office any person 
of proved merit and ability domiciled in British India and born of parents 
habitually resident in India and not established there for temporary purposes 
only, although the person so appointed lias not been admitted to that service 
in accordance with the foregoing provisions of this Act. 

(2) Every such appointment shall be made subject to such rules as may . 
be prescribed by the Governor-General in Council and sanctioned by the 
Secretary of State in Council with the concurrence of a majority of votes at .. 
meeting of the Council of India. 

(3) The Governor-General in Council may, by resolution, define and 
limit the qualification of persons who may be appointed under this section. 

• Third Schedule to the Government of India Act, Section 98 :
OFFICES RESERVED TO THE INDIAN CIVIL SERVICE. 

if .-afficos ,,"d .. lit. Govornor-Gm .. tJl i" C0t4ncil. 
1. The offices of secretary, joint secretary, and deputy "Secretary in 

every department except the Army, Marine, Education. Foreign, Political 
and Public Works Departments: Provided that. if the office of secretary or 
deputy secretary in the Legislative Department is filled from among the 
members of the Indian Civil Service, then the office of deputy secretary 
or secretary in that department, as the case may be, need not'be so filled. 

2. Three offices of Accountants General. 
B.-afficosi" 1M ProViH," DlAic" DloukttODIH itt 1M 1""" 1861 .. 

.. ReptllioN Pro",itlUs. II 
Tbe followinl offices. namely :-

1. Memberof the Board of Revenue. 7. Secretary to the Board of Revenue. 
2. Financial Commisoioner. 8. District session judge. 
3. Commissioner of Revenue. 9. Additionaldistrictorsessionsjudge. 
4. Commissioner of (",ustoms. 10. District magistrate. 
S. Opium Agent. 11. Collector of Revenue of Chief 
6. Secretary in every department Revenue Offioerof district. 

e"cept the Public Works or 
Marine Departments. 
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but every resolution made for that purpose shall be su"bject to the sanction 
of the Secretary of State in Council, and shall not have force until it has 
been laid for thirty days before both Houses of Parliament. 

100.-(1) Where it appears to the authority in India by whom an 
appointment is to be made to any office reserved to members of the Indian 
Civil Service, that a person not being a member of that service ought. under 
the special circumstances of the case, to be appointed thereto, the authority 
may appoint thereto any person who has resided for at least seven years in 
-India and who has, before his appointment, fulfilled all the tests (if any) 
which would be imposed in the like case on a member of that service. 

(2) Every such appointment shall be pr~visional only, and shall forth
with be reported to the Secretary of State, with the special reasons for mak
ing it; and, unless the Secretary al State in Council approves the appoint
ment, with the concurrence of a majority of votes at a meeting of the Council 
of India, and within twelve months from the date of the appointment inti
mates such approval to the authority by whom the appointment was made, 
the appointment shall be cancelled. 

101.-(3) A judge al a 1righ oourt must be-
(b) a member of the Indian Civil Service of not less than ten years' 

standing, and having for at least three years served as. or 
exercised the powers of,> a district judge. . . . . . . 

(4) Provided that not less than one-third of the judges of a high oourt, 
including the chief justice but excluding additional judges, must be such 
barristers or advocates as aforesaid, and that not less than one·third must be 
members of the Indian Civil Service. 

EXTRACT FROM THE (DEVOLUTION) RULES MADE UNDER SECTION 45A (2) 
(see page 81). 

10. The authority vested in the Local Government over officers of the 
public services employed in a Governor's Province shall be exercised in the 
case of officers serving in a department dealing with reserved subjects by tbe 
Governor in Council. and in the case of officers serving in a department 
dealing with transferred subjects by the Governor acting with the minister 
in charge of the department: provided that-

(a) no order affecting emoluments or pensions, no order of formal 
censure. and no order on a memorial shall be passed to the 
disadvantage of an officer of an All-India or Provincial Service 
withQut the personal concurrence of the Governor.; and 

(b) no order for the posting of an officer of an All-India Service shall 
be made without the personal concurrence of the Governor. 

11. If an officer performs duties both in a department dealing with 
reserved subjects and in a department dealing with transferred subjects, the 
Governor shall decide in which department he shall be deemed to be 
serving. 

12. A Local Government shall employ such number of Indian Medical 
Service officers in such appointments and on such terms and conditions as 
may be prescribed by the Secretary of State in Council. 

RULES UNDER SECTION 96B (2) OF THE GoVERNMENT !iF INDIA ACT 
(see page 81), 

In exercise of the powers ooalerred by section 96 B (2) of the Govern 
ment of India Act, the Secretary of State in Council, with the concurrence 
of the majority of votes at a meeting of the Council beld this 22nd day of 
December, 1920, hereby makes the following rules under the said section, 
which shall apply only to Governor's Provinces, and shall have effect from 
the several dates appointed for the coming into operation of the said section 
in those provinces. 
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Cl,m'fiea',o" 0' Office,. ",,118, .A.dm'nistraliu. Control 0' Local Gou.mme"ls. 
I. Officers under the administrative control of Local Governments, 

other than officers employed on the administration of central subjects and 
appointed by the Secretary of State or the Government of India, ohall be 
classified in the following divisions, namely :-

(1) the All-India Services, 
(2) the Provincial Services, 
(3) the Subordinate Services, 
(4) officers holding special posts. 

D.fin"'on 0' All-Ind'lI S8,.,ceS. 
II. The All-India services shall consist of-

(II) all officers .erving under Local Governments who are members of 
any of the following services

(1) the Indian Civil Service, 
(2) the Indian &lice Service, 
(3) the Indian Forest Service, 
(4). the Indian Educational Service, 
(5) the Indian Agricultural Service, 
(6) the Indian Service of Engineers, . 
(7) the Imperial branch of the Civil Veterinary Department, 
(8) officers of the Indian Medical Service in civil employ, 

and any other service declared by the Secretary of State in Council 
to be an all-India Service; • 

(b) military officers and other officers holding posts borne on the 
provincial cadres of the above services. 

D.fitlilion 0' Prouincial Swuius. 
III.-(l) The Provincial Services sha1J consist of the services shown in the 

schedule to these rules, and any other service declared by the Local Govern
ment to be a provincial service. 

(2) The services shown in the schedule shall include all appointments at 
present included in these services, and any appointments which a Local 
Government may add thereto : 

Provided that if any service not included in the schedule to these rules is 
declared to be a provincial service, or if any appointment of a kind or class 
not at present mcluded in a provincial service is added thereto, such 
declaration or addition shall be without prejudice to the rights and prospects 
of members of provincial services afiected who were appointed before these 
rules were made. -

D'fi .. ,lion of 5Mbo,d,""" Swuieos. 
IV. The Subordinats Services shall consist of all minor administrative, 

executive, and ministerial posts to which appointments are made by the 
Local Government or by an authority subordinate to the Local Govemment. 

Spmal Posls. 
V. Special P>sts shall include all posts of a special or teChnical character, 

not included in an All-India or Provincial Service, to which appointments 
aremade by the Local Government or by any other authority on behalf of the 
Local Government and which are declared by the Loca! Government to be 
special posts. • 

• By Resolution in ,Council, dated 12th December, 1922, item (7) was 
alrered to .. the Indian Veterinary Service" and by Resolution, dated 5th 
September 1923 .. the Indian Forest Engineering Service .. was added, 
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Appointments 10 All-India Services. 

VI. All first appoinbnents to an All-India Service. other than appoint
ments made by promotion to such service of officers belonging to some other 
service or of members of the bar appointed to posts ordinarily held by 
members of the Indian Civil Service, shall be made by the Secretary of 
State in Council. 

VII. Save as provided in the rules or orders regulating the recruitment 
of theAll·lndia services, no person may be appointed without the previous 
sanction of t1:e Secretary of State in 'Council to any post borne on the 
provincial cadre of such service except a person who is either a member of. 
such service or is already holding a post borne on the cadre of such service : 

Provided that the Local Government may appoint a member of the Indian 
Civil Service to the post of Inspector-General of Police or to the post of 
Director of Agriculture. . 

Promotion of Officers of All-India Services. 

VIII. The local Government has authority to promote officers of an 
All-India Service to any post borne on the provincial cadre of such service : 

Provided that the prior approval of the Governor-General in Council is 
required ta-

(1) the appoinbnent of offi~rs with less than 25 or 18 years' service 
respectively to the posts of Chief and Superintending Engineers 
in the province of Assam, and 

(2) appoinbnents except in the provinces of Madras and Bombay to 
the postof-

(a) Chief Conservator of Forests, and 
(b) Conservators of Forests. 

Transfer of Office1's of All-India Services. 
IX. The power to transfer officers of an All-India Service from anyone 

post to any other post borne on the cadre of such service, or from anyone 
part of the province to any other part, is vested in the local Government, 
but may be delegated by the Local Government, subject to such conditions 
as it may prescribe, to any authority subordinate to it, or in the case of 
officers holding judicial posts, to a High Court or a Chief Court or the Court 
of a Judicial Commissioner. 

Authorily of Local Governmenl over Officers of All-India Services. 

X. A Local Government may for good and sufficient reasons
(I) censure, 
(2) reduce to a lower post, 
(3) withhold promotion from, or 
(4) suspend from his office 

any pfficer of an All-India Service: 
Provided that no head ot a department appointe.d with the approval 

of the Govemor~General in Council shaH be reduced to any lower post 
without the sanction of the Governor-General in Council. 

Mililary Officers in Civil Employ. 

XI. A military officer may not be reverted from his civil employment 
except under the orders o~ the GoverQ.or-General in Council. 

Special C.:ndl'acis. 

XII. The sanctio;' of the Secretary of State in Council is required to any 
terms in a special contract, by which any right. privilege or concession not 
admissible under these rules is secured to an office-!'. 
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A I""only of Local Gov.". .... nl over Officers of Provincial atld Suborditla" 
Servic.s, atld Officers holdIng SPecial Appoint .... nls •. 

xrrr. Without prejudice to the provisions of any law for the·time being 
in force, the Local Government may for good and suffiqient reasons-

(!) censure, . 
(2) withhold promotion from, 
(3) reduce to a lower post, 
(4) suspend, 
(5) remove, or 
(S) dismiss' 

any officer 110lding a post in a provincial or subordinate service or a s~cial 
appointment. 

Procedure in cas,s 0/ Dismissal, Removal or Reduc'io". 

XIV. Without prejudice to the provisions' of the 'Public Servants 
Inquiries Act, 1850, in all cases in which the dismissal, removal or reduction 
of any officer is ordered, the order shall, except when it is based on facts or 
conclusions established at a judicial trial, or when ~e officer concerned has 
absconded with the accusation hanging over him, be preceded hy a properly 
recorded departmental enquiry. At sucll an enquiry a definite charge in 
writing shall he framed in respect of each ollence and explained to the 
accused, the evidence in support of it and any evidence which he may 
adduce in his defence shall be recorded in his presence and his defence 
shall be taken down in writing. Each of the charges framed shall be dis
cussed and a finding shall be recorded on each charge. 

D.kgalio". 

XV. A Local Government may delegate to any subordinate authority, 
subject to such conditions, if any, as it may prescribe, any of the powers 
conferred by Rule XlII in regard to officers of the subordinate services : 

Provided that every such officer on whom any punishment is inflicted 
shall be entitled to prefer at least one appeal against SUcll order to such 
authority as the Local Government may prescribe.·, . 

SCHEDULE OP PROVINCIAL SBRVIc.&5. 

(Ruu; II~.) 

MadMS. 
(I) Madras Civil Service. 
(2) Madras Educational Service . 

. (3) Madras Civil Medical Service. 
(4) Madras Police Service. 
(5) Madras Agricultural Service. 
(6) Madras Agricultural Engineering Service. 
(7) Madras Engineering Service. . 
(8) Extra Assi\tant Conservators of Forests. 
(9) District Registrars. 

(10) Gazetted officers of the Jail Department not belonging to the Indian 
Medical Service. 

(II) Deputy Sanitary Commissioners not belonging to the Indian Medical 
Service. • 

(12) Gazetted officers of the Survey and Land Records Departn:ent not 
;belonging to tl,e Indian Civil Service. 

(13) Officers above the rank of A"';stant Inspectors in the Salt and Excise 
Department not belonging to the Indian Civil Service. • 
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(14) Deputy Superintendents in the Veterinary Department and the 
Assistant Principal of the Veterinary College. 

(IS) Chief Inspector and Inspectors of Factories. 
(16) Assistant Registrars of Co-operative Societies. 
(17) The Chief Boiler Inspector and Boiler Inspectors. 

Bombay. 

(I) Bombay Civil Service. 
(2) Bo"'bay Educational Service. 
(3) Bombay Civil Medical Service. 
(4) Bombay Police Service, and Superintendents of the Bombay City 

Police. 
(S) Bombay Agricultural Service, that is, officers of and above the rank 

of Assistant Professors of the Agricultural College and Divisional 
Superintendents not being members of an All-India Service. 

(6) Bombay Engineering Service. 
(7) Extra Assistant Conservators of Forests. 
(8) Sub-Registrars of the Bombay City. 
(9) Non-medical Superintendents of Jails. 

(!O) Deputy Commissioners not belonging to the Indian Civil Serviee, 
Assistant Collectors and Officers of the rank' of Senior grade 
Inspectors recruited by direct appointment of the Bombay Salt and 
Excise Department . 

. (II) Officers of and above the rank of A<sistant Professors of the Bombay 
Civil Veterinary College and Deputy Veterinary Superintendents 
not being members of an All-India Service. 

(12) Inspectors of Factories, steam boilers and smoke nuisances. 
(13) Officers of and above the rank of Assistant Registrars and Special 

Auditors of Co-operative Societies. 
(14) Deputy Sanitary Commissioners, Port Health' Officers and Bacterio

logical Officers (including officers in charge of sanitary laboratories) 
not belonging to' the Indian Medical Service. 

(15) Shipping and Deputy Shipping Masters. 
(16) Deputy Political Agents. 
(17) Commissioners and Collectors of Income Tax. 
(18) Bombay Customs Service. 

Bengal. 
(I) Bengal Civil Service. 
(2) Bengal Educational Service. 
(3) Bengal Civil Medical Service. 
(4) Bengal Police Service . 

. (S) Bengal Agri~ultural Service. 
(S) Bengal Engineering Service. 
(7) Bengal Forest Service. 
(8) District Registrars. 
(9) Bengal Excise Service, that is Inspectors, Prosecutors, Superinten

dents and Deputy Commissioners. 
(!O) Bengal Veterinary Service. 
(II) Deputy Sanitary Commissioners not belonging tt. the Indian lIIedical 

Service. 
(12) Bengal Pilot Service. 
(13) Bengal Gardeners' Service. 
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Un'led Prov'''c ... 

(1) United Provinces C,vil Service. 
(2) United Provinces Educational Service. 
(3) United Provinces Civil Medical Service. 
(4) United Provinces Police Service. 
(5) United Provinces Engineering Service. 
(6) United Provinces Agricultural Service. 
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(7) Extra Deputy Conservators and Extra Assistant Conservators of 
Forests. 

(8) Inspectors of Registration Offices. 
(9) As.istant Excise Commissioners. 

(10) Deputy Superintendents of' the United Provinces Civil Veterinary 
Department. 

(II) Deputy and Assistant Registrars of Co-operative Societies. 
(12) Sub-Deputy and Assistant Opium Agents. 
(13) Deputy Sanitary Commissioners not belonging to the Indian Medica.! 

. Service. 

PMnjab. 

(1) Punjab Civil Service. 
(2) Punjab Educational Service. 
(3) Punjab Civil Medical Service. 
(4) Punjab Police Service. 
(5) Punjab Agricultural Service. 
(6) Punjab Service of Engineers. 
(7) Punjab Forest Service. 
(8) Punjab Veterinary Service. 
(9) Deputy Sanitary Commissioners not belonging to the Indian Medical 

Service. 

Biha, "nd Orissa. 

(1) Bihar and Orissa Civil Service. 
(2) Bihar and Orisse Educational Servic •. 
(3) Bihar and Orissa Civil Medica.! Service. 
(4) Bihar and Orissa Police Service. 
(5) Assistant Directors of Agriculture. 
(6) Bihar and Orissa Engineering Service. 
(7) Bihar and Orisse Forest Service. . 
(8) Deputy Superintendents of Jails. 
(9) Superintendents of Excise and Salt. 

(10) Deputy Sanitary Commissioners not belonging to the Indian Medica.! 
Service. 

c, .. IrGl Provi ...... 

(1) Central Provinces Civil Service. 
(2) Central Provinces Educational Service. 
(3) Central Provinces Civil Medical Service. 
(4) Central Provinces Police Service. 
(5) Centrel Pr\jvinces Agricultural Service. 
(6) Central Provinces Engineering Service. 
(7) Central Provinces Forest Service. 
(8) Deputy Directors of Land Records. 
(9) The upper cadre of District Excise Officen. 

(10) Deputy Superintendents of the Central Provinces Civil Veterinary 
Department. 

(11) Collectors of lnoome-tax. 
(12) Deputy Sanitary Commissioners not belonging to the Indian Medical 

Service. 
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Assam. 
(I) Assam Civil Service. 
(2) Assam Educational Service. 

'(3) Assam Civil Medical Service. 
(4) Assam Police Service. 
(5) Assam Agricultural Service. 
(6) Assam Service of Engineers. 
(7) Extra Deputy Conservators and Extra Assistant Conservaton of 

Forests. 
(8) E>q:ise Superintendents. . 
(9) Deputy Superintendents, Assam Veterinary Department. 

{lO} Deputy Sanitary Cornrnission~rs not belonging to the Indian Medical 
Service. 

EXTRACT FROM RULES RELATING TO EXPENDITURE BY THE GOVERN· 
MENT OF INDIA ON SUB) ECTS OTHER THAN PROVINCIAL. (GoVERN
MENT OP' INDIA, FINANCE DEPARTMENT, RESOLUTION No. 1448 E.A., 
DATED .29TH SEPTEMBER, 1922.) 

The previous sanction of the Secretary of State in Council is 
necessary :-

(I) To the creation of any new or the abolition of any existing, 
permanent post, or to the increase or reduction of the pay 
drawn by the incumbent of any permanent post, if the post in 
either case is one which would ordinarily be held by a member 
of one of the services named in the Schedule, or to the increase 
or reduction of the cadre of any of those services. . . . . . . 

(I) Indian Civil Service. 
(2) Indian Police Service. 
(3) Indian Forest Service. 

The Schedule. 

(4) Indian Educational Service. 
(5) Indian Agricultural Service. 
(6) ·Indian Service of Engineers. 
(7) The Imperial Branch of the Civil Veterinary Department. 
(8) Indian Medical Service. 
(9) Imperial Customs Service. 

(IO) Indian Audit and Accounts Service. 
(I I) Superintendents and Clw I of the Survey of lndia Department. 
(12) The Superior Staff of the Geological Survey of India Department. 
(13) The Superior Telegraph Branch of the Post and Telegraph Department. 
(14) The State Railway Engineering Service. 
(15) The Superior Staff of the Mint and Assay Departments. 
(16) The Arcrueological Department. 
(17) Any other service declared by the Secretary of State in Council to be 

included in this Schedule. 

EXTRACT FROM RULES RELATING TO EXPENDITURE BY A GOVERNOR IN 
COUNCIL ON RESERVED PROVINCIAL SUBJECTS. (GOVERNMENT OF 
INDIA. FINANCE DEPARTMENT. REsOLUTION No. 1449 E.A .. DATED 
29TH SEPTEMBER, 1922.) 

1. The previous sanction of the Secretary of State in Council is neces
sary :-

(1) To the creation of any new, or the abolition of any existing. penna~ 
nent post. or to the increase or reduction of the pay drawn by t~e 
incumbent of any permanent post, if the post in either case IS 
one which would ordinarily be held by a member of an AU
India Service, or to the increase or red uction of the cadre of 
an All-India Service. 
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EXTRACT PROM SCHEDULE III OF THB DBVOLUTION RULES RELATING TO 

EXPENDITURE BY A LOCAL GOVERNMENT ON TRANSFERRED SUBJECTS. 
\. The previous sanction of the Secretary of State in Council is neces~ 

sary:- • 
(I) to the creation of any new, or the abolition of any existing, per" 

manent post, or to the increase or reduction of the pay attached 
to any permanent post, if the post in either case is one which 
would ordinarily be held by a member of an All-India Service, or 
to the increase or reduction of the cadre of an AH-IndiaService. 

EXTRACT PROM INSTRUMENT OF INSTRUCTIONS TO GOVERNORS. 
VII. But in addition to the general responsibilities with which you are, 

whether by statute or under this Instrument, charged, We do further 
hereby specially require and charge you:-

• • • • • • 
(4) to safeguard all members of Our services employed in the said 

presidency in the legitimate exercise of their functions, and in 
ti).e enjoyment of all recognised rights and privileges and to se .. 
that your Government order al\ things justly anet reasonably 
in their regard, and that due obedience is paid to all just and 
reasonable orders and diligence shown in their execution. 

. II. 
Questionnaire on Service Conditions In the All-India Servioes. 

I. Taking into consideration the provisions of the Government of India 
Act, do you consider that the position of members of the Services is ad ... 
~uately safeguarded as regards (i) pay (il) allowances (iii) prospects 
(lV) :pensions. If not, and bearing in mind the existing constitutional 
position in India, have you any proposals to make 1 

2. Have you any observations to offer on the scheme for retirement on 
proportionate pension announced in the Government of India, Hom" 
Department, Resolution dated 8th November, 1921, No. F.-149-I. 
(Establishments) as subsequently amended 1 

3. What are your views with regard to the present rates of pay? Give 
any ligures available to you, e.g., family budgets, distinguishing between 
expenditure in India and expenditure involving remittance to the United 
Kingdom. If a new scale of remuneration were fixed now, how would you 
provide for its adjustment to meet future variations in prices and exchange? 

4. What are your views with regard to ti,e question of passage allow
ances .for officers in the Services and their families? If such allowance& 
were granted, would you prefer that they should take the form of an increase 
of overseas pay to all officers or the grant of a certain number of passages 
during an oIlicer's service to himself, his wife and family 1 

S. Have you any criticisms to make regarding the allowances payable 
to the Services ? 

6. Have you any observations to offer regarding the withdrawal ot 
exchange 'COmpensation allowance 1 

7. Do you consider that any grievance exists in respect of house-accom
modation, the rent chargeable for oIliciai residences, or the house-rent 
allowances granted when no official residence is avai1sble ? 

8. Have you any criticism to make regarding the leave rules ? 
9. Do you consider that the pension rules and scales are satisfactory ? 

If not, give reasons· in detail for any proposals you may have to make. 
Do you consider that subscription to Provident Funds by Government in 
lieu of pensions should be adopted. for (I) officers no .... -in the Services and 
(2) future recruits ? Have you any observations to make on the rules 
governing commutallon of pensions, and in particulu the existing one-third 
restriction on the proportion of pension which may be commuted ? 

10. What is}'Our opinion of the comparative merits of family pensions and 
provident funds as provision for the families of deceased officers 1 Have }'OU 
any observations to of!er regarding tbeexisting I.C.S. Family Pension Fund? 

11. Do }'Ou consider that suitable provision is made for medical attend
ance for officers and theirfamili.,. 1 lfnot. have you any proposa1s to make? 
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APPENDIX II . 
. NOTE BY LIEUTENANT-GENERAL SIR C. H. BURTCHAELL, K.C.B., C.M.G., 

FORMERLY DIRECTOR, MEDICAL SERVICBS IN INDIA, ON THE 
RECOMMENDATIONS OF THE VERNEy·LoVETT COMMITTEE. 

The report of the Medical Services Committee, 1919, and the discussion. 
and proposals that appear in the Army Department files on the same subject 
since 1879, point to the desiIability offorming a single medical corps for the 
Army in India. If such a corps be formed, it must be organised to meet all 
requirements, separately, of (i) British troops, and (ii) Indian troops, 
during peace in India, and of both categories of troops during war, whether 
they be employed independently or in combination on, or beyond, the 
frontier of India or overseas. . 

2. In considering the points leading up to the recommendations for the 
formation of an Indian Medical Corps, the Committee did not bring out 
prominently the distinction that must be observed between British troops 
.and Indian troops, especially in connection with the purpose for which the 
former are maintained in India. and their possible dispositions during war. 
The Public Services Commission lays strese on the necessity of calculating 
separately on their merits :-

(i) The needs of the Army (including, of course, the British Army). 
(ii) The needs of the Civil Administration. 

Close adherence to that precept and a fuller consideration of the wider 
.aspects, on their merits, of the needs of the Army would have enabled the 
Committee to avoid the rock on which all former proposals for a single 
medical service for the Army in India were wrecked, namely. the in
expediency, if not the impossibility, of depriving the British troops in 
India of the officers of the medical service of the British Army as a whole. 
The proposed Indian Medical Corps, by reason of its title and the com
position of its officers, irrespective of efficient military training and 
organisation, would in no way overcome the inconveniences that are said 
to have been experienced during the Great War, when medical officers 
and medical units of the Indian Army were brought into contact with 
officers and units of the Royal Army Medical Corps in overseas theatres of 
war. 

The Committee state that the Indian Medical Service officers found 
themselves at a disadvantage alongside office .. of the Royal Army Medical 
Corps by whom they were constantly superseded; friction, overlapping 
and re-duplication of effort occurred; this resulted sometimes from the 
widely different antecedents of the officers, and the existence side by side 
of two cadres of medical officers with different rates of pay, leave rules and 
terms for pension. To obviate this undesirable state of affairs in future 
wars, the Committee arrived at the rather peculiar conclusion (paragraph43), 
that after the formation of one Indian Medical Corps, composed of British 
and Indian officers, and further removed in antecedents and conditions of 
service from the Royal Army Medical Corps than the present Indi;pl Medical 
Service, co-<>peration and interchange of duties would be facilitated, and the 
officers and men of the Indian Medical Corps and the Royal Army Medical 
Corps would find it possible, and indeed easy, to work together when they 
met outside the boundaries of India on field service. . 

If there were difficulties in the past what will be the situation in an 
overseas theatre of war in the future when the British trOOps or composite 
Indian divisions from India arrive at the scene of operations with their 
Indian Medical Corys medical officers and organisations, and start work 
in the same army corps or army aloD!lS.ide the Royal Army Medical Corps 1 
In some years to, come not one of the latter officers wOltld have the slightest 
acquaintance with India or its medical corps. A not impossible contiogency 
would be the despatch of organised fighting divisions ·from the United 
Kingdom to India. No officer of the Royal Army Medical Corps would 
possess any knowledge of India, its diseases or dangers to health. The 
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Assistant Director, Medical Services, of a British division might, indeed, 
by seniority. at once become a Deputy Director, Medical Services, of a 
formation including troops of the Indian Army with their complement 
of Indian Medical Corps, and he might possibly possess less total service 
than the senior officer of the Indian Medical Corps on the spot. Thus in 
military operations on a large scale, in or out of India. " unification It on 
the lines proposed by the Committee falls to the ground, and the way is open 
to again create, in war, the grievances arising from supersession and 
comparative rates of pay, which would probably reappear in a form even 
more acute than that they are said to have taken during the past five years. 

4. So long as the reasons which necessitate the maintenance of the 
British Army in India hold good, and so long as British troops on the 
Indian establishments are liable to be called upon for service in other 
parts of the world, British officers of the medical corps of the British Army 
must be retained on the Indian establishment, and be available for transfer 
with troops to any theatre of war, where in the ordinary course they would 
be interchangeable with the medical officers of the Army as a whole. The 
despatch of British troops from India to South Africa in 1899, and to the 
United Kingdom and France in 1914, are cases in point. On both occasions 
a number of trained Royal Army Medical Corps officers accompanied 
the troops and their services were utilised on the duties for which they were 
most suited in the field army, irrespective of the troops they happened to 
accompany from India. Therefore the proposal for the absorption into 
an Indian Medical Corps of the officers of the Royal Army Medical Corps 
on tho Indian establishment must now, as in the past, be condemned on 
purely military grounds. 

Apart from the inexpediency from a military point of view of the lesser 
military medical service absorbing a portion of the greater, there are other 
reasons affecting the care, comfort and welfare of British troops in India 
against the introduction of an Indian Medical Corps, constituted as proposed 
by the Committee. • 

The proposed Indian Medical Corps is designed to contain British 
medical officers and Indian medical officers-Indians. The Committee was 
of opinion (paragraph 54) that it was not advisable to Ii« a percentage of 
Indians to be admitted to the proposed corps, but, although they thought 
It impossible at the present day to mix at once and entirely British and' 
Indian doctors and to use them indiscriminately for the treatment of British 
and Indian troops, they balieved that if there were a .. unified" service 
It would be possible to extend gradually the medical care of British troops 
Into the hands of Indian officers. Vet the Committee insist (paragraph 50) 
that in every military station and in every civil district headquarters there 
should be available a European medical officer and that arrangements 
should certainly be made for a European medical attendant to be secured 
for European officials, their wives and families, as well as for European 
planting, railway and other non-official communities. 

The assertion that the British officer and soldier seem to object 
(paragraph 41) to treatment by Indian doctors, not because they are 
Indians, but because they have not, with few exceptions, attained a 
standard equal to that of British doctors, may, to a certain extent, be 
correct, but the Committee did not take into aocount the wider duties 
of a military medical offioer in connection with healthy troops which are 
often more proprinent than the medical treatment of a sick officer or man. 

A previous' proposal relating to the establishment of a single medical 
servioo was thrown out on this point alone. The War Office then stipulated 
that Indian members of the Indian Medical Service should not, under any 
conditions, be considered eligible for charge of white troops. 

The present military assistant surgeons .. will have become highly 
trained doctors," and the Committee consider (annexure VIII, para
graph (3» they should be employed in lien of commissioned medical 
officers, British or Indians. Military assistant surgeons, are, however, 

~~ D 
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Anglo-Indians, with a small number of Europeans amongst them. Only 
a few of the latter and still fewer of the former have, at the present 
day, any real influence whatever over British soldiers in hospital, and 
they would be quite unable, as medical officers in charge of efiective troops 
in barracks or camps, to exercise the control necessary to maintain a high 
standard of sanitation and to prevent loss of strength from minor causes 
of physical inefficiency. . 

Therefore, on grounds of military necessity, efficiency, discipline and 
sentiment, officers of the medical corps of the British Army must always 
be available in the necessary numbers to provide all medical requirements 
of the British troops in India. 

5. The above reasons which in the past caused schemes aiming at a single 
service to be rejected not only still hold good, but new factors that were 
Dot present when the subject came for discussion on previous occasions 
have now to be taken into consideration :-

(i) It has become strongly impressed on all competent observers that 
continuous service with the Anny in India. especially in the 
medical service, such as would be the fate of an officer of the 
proposed Indian Medical Corps who did not secure civil employ
ment-and there would be many such-is detrimental to 
efficiency and tends to produce stagnation. On the other hand, 
there is ample evidence that the transfer to India of officers 
who have served in the United Kingdom and abroad, elsewhere 
than India, stimulates initiative and makes for progress and 
improvement in all branches of .work. It is, therefore, desirable 
to keep in force the system which prevails in the case of the 
Royal Army Medical Corps and to extend it so far as possible to 
the medical service of the Indian Army. 

(ii) The state of the Indian Medical Service as regards the prospective 
supply of British candidates is extremely serious. The output 
of medical graduates from tll'e medical schools in the United 
Kingdom at the present time is relatively small, and may 
diminish while demands for medical men are great. But were 
that not so, i. there any likelihood, having regard to the circum
stances which led up to the present state of the Service. that 
the change in name of the Indian Medical Service to the Indian 
Medical Corps with a probable reduction in the number of civil 
appointments would attract candidates to the career ofiered I 
The report of the Committee shows (paragraph 10) that the 
Indian Medical Service progressively declined in popularity during 
the years before the war; that its officers are in a state of acute 
discontent partly because they share in the unusual anxiety with 
which the future is now regarded by British officers in all Indian 
services; that the .ervice has become depressed and has ceased 
to attract British candidates. while Indian' candidates have 
increased and will go on increasing; that the output of Indian 
medical graduates will tend to hasten an already remarkable 
decline in the private practice open to officers of the superior 
Government service. and that an Indian career occupies a 
position in popular estimation in England decidedly inferior 
to the position it occupied in 1902. 

The Committee say (paragraph 38) that they pre hardly in a 
position to estimate the exact degree of inducement which the 
medical servioos in India should ofier. but they conjecture that 
If some "umber .. of the diminishing output of medical graduates 
in Great Britain will still be attracted to an Indian career provided 
that (I) the political aspect clears, (2) p<r.uniary and leave 
condItions are attractive, (3) candidates are not asked to pledge 
themselves irrevocabJy for 30 years to a service. the conditions 
of which are likely to be obscure_ 
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(iii) It is not thought possible (paragraph 51) to secure a sufficient 
supply of European candidates for the proposed Indian Medical 
Corps unless retirements on gratuities be permitted after fixed 
periods before pension is earned in order to guarantee British 
candidates against a possible prospect of being tied for life to 
India much against their will. 

(iv) It is impossible at present to form a medical corps for the Indian 
• Army ul1less the officers of the Royal Army Medical Corps 

serving in India voluntarily transfer into it. 
The Committee did not appear to have given much con

sideration to the lact that the attractions required to draw 
candidates into the service from the medical schools in the United 
Kingdom are the same as those required to induce any number 
of Royal Army Medical Corps officers to transier. . 

(v) The Royal Army Medical Corps, the report states, is now a flourish
ing service, while the Indian Medical Service has ceased to attract 
the competition it once commanded so easily. 

This is weD-known. Some 15,000 or 20,000 civilian medical 
gentlemen served in the Royal Army Medical Corps during 
the war. The name and work of the corps as successfuUy 
accomplished by a combination of the regular and temporary 
offioers, is familiar not only throughout the profession in the 
United Kingdom, but in the allied countries. 

6. The solution seems to be to take up the alternative scheme which 
the Committee rejected (paragraph 54) and to form in India a new corps 
and a new service-the one distinct from the other :-

(1) The Royal Army Medical Corps (India). To provide for aU medical 
requirements of the Army in India, both British and Indian 
troops, in peace and in war. . 

(2) The Imperial Indian Medical Servioe. 'Ii. separate Civil Medical 
Service quite independent of the Army, but drawing its officers 
from the army for temporary or permanent service to IiIl such 
appointments as may be reserved for British or Indian medical 
officers of the Army. . 

As regards (I). it wouid not be feasible to create in India a medical 
corps and amalgamate it with the element of the Royal Army Medical Corps 
that happened to be serving in India. It should. however. be possible to 
form the Royal Army Medical Corps (In"ia) consituted as a corps of the 
Indian Army. and composed of Indian and British personnel. Such a 
designation would tend to promote harmony and co-operation with the 
Royal Army Medical Corps of the British Army. and it may reasonably 

. be expected to prevent invidious comparisons and friction in operations 
overseas where British and Indian troops are employed in the same force. 

AU officers and other ranks, Royal Army Medical Corps. while serving. 
in India. would be "ttacbed to tho Royal Army Medical Corps (India). 

The Committee rejected the suggestion that a Royal Army Medical 
Corps might be introduced into India on the grounds that the Royal Army. 
Medical Corps"",ly admits candidates of unmixed European blood. Indians. 
however, might be given commissions in the Royal Army Medical Corps 
and be allotted for permanent service in India with Indian troops. and be 
eligible for transfer to tho Civil Imperial Medical Service or they might be 
given special commissions in the Royal Army Medical Corps (India). The 
question of granung commissions in the Royal Army Medical Corps to 
Indians for service in India only is one which at the present day merits 
consideration. There is DO very obvious objection against granting such 
commissions to snitable and specially selected Indians. 

11_' DI 
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The Royal Army Medical Corps (India) might he fonned, with some 
modifications of the various categories of personnel, as contemplated in the 
organisation suggested for the Indian Medical Corps in Annexure VIII of 
the Report. 

The principles of admission of officers to the corps and courses of 
instruction would he as laid down in the Report. 

The nursing section for British hospitals should, however, he composed 
of Royal Army Medical Corps other ranks. Anglo-Indians could not take 
the place of British non-commissioned officers and men of the Royal Army 
Medical Corps, who would be available, if necessary, for transfer out of 
India with British troops. Moreover, it is not desirable that the British 
soldier in India should he deprived of the trained hospital attendants which 
are provided for him in all other parts of the world. 

The officers of the Indian Medical Service, whether in civil or military 
employment. would retain all their existing rights and privileges as regards 
promotion, pay and pension. Transfers of senior officers from civil to 
military would cease. Those awaiting retransfer or transfer to civil would 
have priority of claim as vacancies in civil under the Imperial Indian 
Medical Service hecame available. Officers so transferred would remain 
permanently in civil or revert to Army service according to their seniority 
or nature of appointment held---<!enior officers transferred and holding 
important civil appointments would remain permanently in civil-junior 
officers would revert to military after a period of years (to be decided) 
unless the civil administration desired their permanent transfer to civil 
employ and the officer did not desire to revert to military. 

All these officers would he in a position to maintain that substantial 
merit· and high standard of duty. which the Committee remark in paragraph 
39 should characterise the Civil Medical Service. 

Other officers not now due for retransfer to civil or ~ho had not applied 
when the change of name is introduced would take their tum for civil 
appointment with all officers Royal Army Medical Corps (India) or Royal 
Army Medical Corps attached. 

The Indian Medical Service officers remaining in military employment 
would become officers of the Royal Army Medical Corps or of the Royal 
Army Medical Corps (India) according to whether it be decided that all 
European military medical officers should belong to the Royal Anny 
Medical Corps or that the officers of that corps should be attached to Royal 
Army Medical Corps (India) during their first period of service in India and 
later on, after a tour of service out of India, taken on the cadre of tho 
Royal Army Medical Corps (India), if they elected for permanent service 
in India. 

The conditions of admissi0l1 for Europeans and Indians should be 
through one channel. i.e., examinations held for candidates for the Royal 
Army Medical Corps in London. 

The principles laid down in paragraph 52 of the Report regarding. 
special courses of instruction in the United Kingdom for Indians and the 
grant of scholarships should be brought into operation. 

British officers would enter the Royal Army Medical Corps which would 
provide the numher of British medical officers required in India, both for 
service with British and Indian troops. Indian candidates would be 
admitted to fill the number of vacancies existing in the cadre of the Royal 

. Army Medical Corps (India) available for Indians. • 
Officers required to fill the number of vacancies set apart for them in 

the Imperial Indian Medical Service would be seconded for duty with that 
service on the lines suggested in paragraph 48 of the Report for periods of 
five years. Theywould be granted pay and special precedence in accordance 
with the appointment held. If at the end of ten years \hey did not desmo 
to revert to military service, they would be permanently admitted to the 
civil cadre, and then take their place with civil officers similarly to office ... 
of the Army holding Indian Civil Service posts in the regulation provmcee 
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or employed in the Public Works as recommended by the Public' Services 
Commission. Indians would be eligible equally with Europeans for transfer 
to the Imperia.! Indian Medical Setvice. 

Officers permanently transferred to the Imperia.! Indian Medical Service 
and those holding teaching, researcb and certain residuary appointments 

. would not be liable to recall to military duty in the event of war. The 
Army by arrangement with the civil Government should have no difficulty 
in obtaining the services of those officers who had attained positions of 
professional eminence for temporary employment as consultants during war. 

7. A cadre of officers, Royal Army Medical Corps (India) and Royal 
Army Medical Corps a.ttached, based on a ratio of 3· 5 per thousand of 
strength of British and Indian troops, would probably suffice as a peace 
establishment. All medical officers doing duty with British troops would 
be British. Of those doing duty with Indian troops, 30 per cent. to 40 
per cent. would be Indians, to be raised to 50 percent., if, owing to improved 
methods of instruction in professional, work, and military training, a. 
sufficient number of suitable and reliable Indian officers became a.vailable, 

8. The war reserve would be provided on the lines suggested in paragraphs 
49 and 47 of the Report. It is not likely that there would be any danger of 
an inJIate"d reserve monopolising the civil appointments as suggested in the 
Secretary of State'. despatch of 11th October, 1918, to the Government 
of India (paragraph S (iv». If the strength of British Royal Army Medical 
Corps officers is maintained on the ratio of four per thousand troops, the 
requirements of British troops engaged in ordinary operations on the 
frontier could be mot. Indian officers of the Royal Army Medical Corps 
(India) would improve by training and experience, and it might be feasible 
on mobilisation to increase the proportion of those officers to British Royal 
Army Medical CorpS serving with Indian troops. . 

9. The recommendations in paragraph 9 of Annexure VIII should be' 
carried out. It is ~minently desirable that officers. Indian and British, 
should go through tho post-graduate course at the Royal Army Medical 
Corps College, London. Such an arrangement would undoubtedly assist 
o~rs in keeping abreast of the advance of scientific knowledge and enable 
those serving in India to keep in touch with progress in England. It is 
equally important that a Royal Army Medical Corps College (India) be 
established in India as recommended by Sir George Makins. Such an insti
tution should be organised and conducted so far as possible on exactly 
similar lines to the Royal Army Medical Corps College in London. The 
commandants and professors at both oolleges should keep in touch. 
Lecturers might be intercbanged when circumstances allowed, and either 
institution would be likely to benefit by such a change. Courses of instruc:
tion and examinations for promotion could be instituted at the <;.ollego 
in India (or officers unable to attend the course in London. 

10. The necessity for the formation of an Indian State Medical Service, 
eeparate for the military eervice, appears to have impreseed many persons 
who have had occasion to review the organisation of the Indian Medicel 
Service throughout a long period of years. 

The want of such a eervice eeems to have been one of the main factors 
which gave ri§e during the Great War to the inconvenience, friction and 
O\_lapping referred to in the Committee's Report. When those terms are 
used, it is not in every caee apparent whether they refer to (i) military duties 
being performed by officers of two separate eervices, (ii) personal disabilities 
and grievances of individual officers, or (ill) circumstances ~ting from 
the constitution of the Indian Medicel Service being partly military and 
partly civil. Apparently there has been little or no actual eervice moon
vernenco from officers of the two military medicel services dning duty 
alongside each other. References to the subject in previous discussions on 

n-I .a 



98 REPORT OF THE ROYAL COMMISSION ON 

reorganisation, and in the recent Committee's Report show that incon
veniences were, in a great measure, due to the fact that the Indian Medical 
Service, although classified as being primarily military, is employed on 
civil duties to the extent of over 62 per cent. of the whole. , ' 

Discussions many years back, opinions by distinguished administrative 
medical officers in the past, and more recently of the report of the Public 
Services Commission point to the conclusion that the advantages that would 
accrue from a civil medical service independent of the medical service of 
the Army would outweigh the disadvantages, and that such a change is 
necessary to promote efficiency in both the civil medical administration and 
the military medical service. Sir George Makins draws attention to the 
extent of the medical work of the country (Annexure HI). 

Apart from the direction and co-<lrdination of medical education, 
research, pu blie health registration, the service of medical women and the 
nursing services of the civil community. it would seem: that there is urgent 
need for a more extensive organisation of medical work under an indepen
dent State medical service, and, that there are many openings for the 
emploYJtlent of a eonsiderable British element, outside the war reserve 
officers, in all branches of the civil medical administration as emphasised 
by Sir Temulji Nariman, Kt. (paragraph 49). The Report of the Com
mittee states that the existing civil organisation is hopelessly inadequate to 
meet the needs of the country; that it has been starved and understaffed; 
that all sanitary adrninistrationsare in ordinary times under-manned; 
that civil surgeons are over-worked, colleges and. schools under-staffed. 
and that more deputy sanitary commissioners are req'lired. The Committee 
further point out that each provincial administration should report to the 
Government of India the number of posts it would reserve as permanent 
appointments for officers entering the Stafe Medical Service from the 
military medical corps, and that the military authorities should state the 
numbers needed as ordinary war reserve. 

If this is done, will it be possible, with the vast field of professional and 
research work available, to again ensure a supply of good British doctors 
for India by passing them through the one channel of the military medical 
service of the Army to the Imperial Indian Medical Service in whicb they 
will have opportunities to uphold the distinguished reputation of past and 
present members of the Indian Medical Service? • 
. If the Government were to announce that the Royal Army Medical 

Corps waS about to be extended to India as the Royal Army Medical Corps 
(India) with definite conditions of pay, leave and pension for the medical 
service in India, and that a State Medical Service was about to be instituted 
under the title Imperial Indian Medical Service to which transfers from 
existing Indian Medical Service and future Royal Army Medical Corps 
(India) would be made, without commitment to permanent Indian service, 
it is extremely probable that good men would be attracted who would not 
enter the Indian Medical Service under the existing conditions, or an 
Indian medical corps under the conditions proposed by the Committee. 

11. Irrespective of the nature and extent of inducement oftered it is 
improbable that during the next few years there will be a sufficient output 
of medical men from the British medical scbools to fill the vacancies for 
British officers in the medical service of the Indian Army, and in Indian 
civil medical appointments necessarily retained for Britisli officers. 

If a Royal Army Medical Corps (India) be accepted, it would probably 
be possible to tide over the period that will elapse before sufficient British 
candidates, possessing the desired qualities and qualifications for per
manent commissions. are available by increasing the number of temporary 
Royal Army. Medical Corps officers now posted to Inllia for duty to an 
extent that would admit of Royal Army Medical Corps officers, temporary 
or permanent, being allotted for duty with Indian troops whenever and 
wherever necessary. Owing to the present serious shortage of British 
Indian Medical Service officers some 60 Royal Army Medical Corps were 
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, employed with Indian troops and in Indian hospitals during the recent 

Afghan war. The number has now been reduced, but there is still a number 
of ~oyal Army Medical Corps officers so employed. 

I~. It has been suggested in various documents that an organisation 
embracing both the military and the civil medical services, as one depart
ment, is possible. Those who hold that view obviously had no knowledge 
or experience whatever of the extent and scope of work to be done, and it 
is necessary to point out that it would Jje absolutely impossible for one 
official head to control the work of the Director, Medical Services of the 

, Army, and that of the office directing the civil medical administration. 

13. It has been found impossible to ensure efficient medical control 
amongst Indian, troops, and their efficient treatruent in hospital with the 
large number of Indians employed as temporary officers of the Indian 
Medical Service unless these officers are supervised end guided by British 
medical officers. The Indians holding temporary commissions are as a 
class reported to be very deficient in profes!\ional knowledge, personality, 
and the general qualities which are necessary in a military medical officer. 
Some of them, a small proportion, are intelligent, keen and capable, and 
would, under competent and sympathetic direction, develop into useful 
officers in time, but, as a whole, they cannot be considered in any sense as 
equal in efficiency to British medical officers. It is therefore imperative 
that a sufficient number of British medical officers should always be' 
available to ensure that the medical service for Indian troops is kept up 
to an efficient standard. For the present this can only be done by extending 
the employment of temporary Royal Army Medical Corps officers for 
service with the Army in India. 

14. If it be decided to endeavour to attract candidates to the present 
Indian Medical Service by improved conditions and increased pay, it 
would be most detrimental to the interests of the service in the present 
state of the market to throw open at one time the large number of existing 
vacancies. Such a course would inevitably result in obtaining a large 
proportion of men who, if they were not wholly unsuitable, would be far 
below the best. This mistake was made on several occasions in the past 
by.the War Office when a large number of commissions in the medical 
service of the Army were offered under similar circumstances. The medical 
service of the Anny suffered in consequence.. • 

In any case it is time that two departments of the Sta_the War 
Office and the India Offi~ould cease competing with each other for 
the young medical men necessary to complete the requirements of the 
British and Indian Armies. Such competitions were at all times a mistake. 
and they are more so now than ever before. There should be one point of 
entrance-one examination or one system of nomination arranged by the 
various Government department:s-and the selected candidates should be 
allotted by suitability and general qualifications to meet the requirements 
of the various medical services of the State. In the case of the British and • 
Indian Armies all the present circumstances and requirements point to a 
common entrance through the Royal Army Medical CorpS. 

IS. Whether the officers of the medical service of' the Army in India 
be obtained th,-,ugh the medium of the ~oyal Army Medical Corps or 
otherwise, it 1I of vital importance for the welfare of the Army, and its 
suocess in war that a comprebensive and thorough system of instruction 
in every branch of scientific medical work and of military training, so far 
as it affects the medical service. should be provided for officers on joining, 
and subsequently during their service. 

The necessity tOr an Indian Medical Staff College in India has already 
been referred to. In addition to the instruction in professional su~ects 
that such a college would afford for medical officers of the Army, advantage 
should be taken of the civil teaching hospitals and schools and of the 

(.mo) 
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research institutions in India. An independent State Medical Service 
need not prevent the Army arranging to utilise these facilities for instructing 
medical officers in any special department of medical science. The Director, 
Medical Services, should keep in close touch with the Directorate controlling 
medical education in India, and be empowered to send selected officers for 
courses in special subjects at selected civil medical institutions. Military 
training of medical officers in India should also be developed and organised 
on a sound basis. On mobilisation in 1914, the officers of the Indian 
Medical Service suflered from two great disadvantages. Those with. 
special professional experience were not allotted to positions on mobilisation 
where their special knowledge could have been utilised with most benelit, 
and, as a whole, whether in military or civil employment, they had not been 
put through any comprehensive course of military training in the years 
before the war. . 

16. The proposals of the Committee regarding the Medical Stores 
Department and the Nursing Service will be considered as separate subjects. 

C. H. BURTCHAELL, 

Director, Medical Services in Indja.~:... 



APPENDIX III, No.1. 
INDJAlI CIVIL SBIlVICE, 

(The pay is in.rupees per mensem.) 

Basic Pay. Ovemeas Pay. Total Pay. Additional advantage 
resulting from 

Year of (preoent and Proposed.) Pre!ent. Proposed. remittance at 2$. 
Service. Preoent. Proposed. when exchange is at 

Junior. Senior. Jnnior. Senior. Jnnior. Senio •. 1 •• 4d. 

1 2 3 .. 5 6 . 7 8 9 10 

1 " .. 450 - 150 150 600 - 600 - -
2 .. .. 500 - 150 150 650 - 650 - -
3 .. .. 550 - 150 150 700 - 700 - -
4 .. .. 600 - 150 150 • 750 - 750 - -
5 .. .. 650 1,000 150 150 600 l.l50 800 U50 75 
6 .. .. 700 1,050 150 150 850 1,200 850 1,200 75 
7 .. .. 750 1,100 200 250 950 1,300 1,000 1,350 125 
8 .. .. 800 1,150 200 250 1,000 1,350 1,050 1,400 125 
9 .. 0' , 900 1,200 200 250 1,100 '1,400 1,150. l,450 125 

10 .. .. 1,000 1,275 250 250 1,250 1,525 1,250' 1,525 125 
Jl .. .. 1,100 1,350 250 .250 1,350 1,600 1,350 1,600 125 
12 .. .. 1,200 1,425 250 300 1,450 1,675 1,500 1,725 150 
13 .. .. 1,300 1,500 250 300 1.550 1,750 1,600 1,800 150 
14 .. .. 1,300 1,600 250 300 1,550 1,850 1,600 1,900 150 
15 .. .. l,350 1,700 250 300 1,600 1,950 1,650 2,00() 150 
16 .. .. 1,350 1,800 250 300 1,600 2,050 1,650 2,IQO 150 
17 .. .. - 1,900 250 300 - 2,150 - 2,200 150 
18 .. .. - 2,000 250 300 - 2,250 - 2,300 150 
19 .. .. - 2,050 250 300 - 2,300 - 2,350 150 
20 .. .. - 2,100 (2,150)' 250 300 - 2,350 (2,400)' - 2,400 (2,450)' 150 
21 .. .. - 2,150 (2,200)' 250 300 - 2,400 (2,450)" - 2,450 (2,500)' 150 
22 .. .. - 2,200 12,350)" 250 300 - 2,450 (2,600)" - 2,500 (2,650)" 150 
23 .. .. - 2,250 2,400)" 250 300 - 2,500 (2,650)' - 2,550 (2,700)' 150 
24 Ii over .. - 2,250 (2,500)" 250 300 - 2,500 (2,750)' - 2,550 (2,800)' 150 

Column 10 ehows the advantage expressed m rapeee reeulting from the concessIon of relDltting overseas pay at the pnvileged rate of 
2 •. the ra"pe.. l'hia advantage ia not fixed, but variee with the course of exchange. The actual value of it expreseed in rapees will be more 
when the exchange value of the rupee is lower and Icsa when it is higher, _ 

• lu Madrae only, ' ~ 



. 
Year of 

Service. 

1 

I .. .. 
2 .. .. 
3 .. .. 
4 .. .. 
5 .. .. 
6 .. .. 
7 .. .. 
8 .. . .. 
9 .. .. 

10 .. .. 
II .. .. 
12 .. .. 
13 .. .. 
14 .. .. 
15 .. .. 
16 .. .. 
17 .. 
18 .. .. 
19 .. 
20 . .. .. 
21 .. .. 
22 .. .. 
23 .. .. 
24 .. .. 
25 .. .. 
26 .. .. 
SE>lectionGrade 

APPENDIX III. No.2. 
INDIAN POLICE SERVICB. 

(The pay is in rupees per mensem.) , 
Basic Pay. Overseas Pay. Total Pay. 

Present. Proposed. Present. Proposed. --r----r-- Present. Proposed. --)---..-----
Ju~ior. Senior. Junior. Senior. . Junior. Senior. Junior. Senior. ----

2 3 4 5 6 7 8 9 10 11 --------------
325. - 350 - 125 100 450 - 450 -350 - 375 - 125 100 475 - 475 -375 - 400 - 125 100 500 - 500 -;--400 - 425 - ISO 125 550 - 550 -425 - 450 - 150 150 575 -:- 600 -450 600 475 650 ISO 150 600 7SO 625 600 475 625 500 675 150 150 625 775 650 825 
SOO 650 525 700 ISO ISO 650 800 675 850 525 675 550 725 200 250 .725 875 800 975 
550 700 575 750 200 250, 7SO 900 825 1,000 
575 725 600 800 200 250 775 925 850 1,050 
600 750 625 825 250 250 850 1,000 875 1,075 
625 775 650 850 250 250 875 1,025 900 1,100 
850 800 675 900 2SO 2SO 900 1,050 925 1.150 675 8'l5 700 925 250 300 925 1,075 1,000 1,225 - 850 - 950 250 300 - 1.100 - 1,250 - 900 - 1,000 250 300 - 1,150 - 1,300 - 950 - 1,025 250 300 - 1,200 - 1,325 - 1,000 - 1,0SO 250 300 - 1,250 - 1,350 - 1,050 - 1.075 250 300 - 1,300 - 1,375 - 1.100 - 1,100 250 300 - 1,3SO - 1,400 - . 1,150 - 1,150 250 300 - 1,400 - 1.4SO - 1,200 - . 1,200 250 300 - 1,450 - 1,500 - 1,2SO - 1,250 250 300 - 1,500 - 1,550 - 1,300 - 1,300 250 300 - 1,550 - 1,600 - 1,350 - 1,350 250 300 - 1.600 - 1,650 - 1,450 - 1,450 250 300 - 1,700 -

Additional advantage 
resulting from 

remittance at 2s. 
when exchange is at 

Is.4d. 

12 

-
---
75 
75 
75 
75 

125 
125 
125 
125 
125 
125 
ISO 
150 
150 
150 
ISO 
ISO 
150 
150 
ISO 
ISO 
ISO 
150 

1:: 

~ 
~ 
;! 
1'1 
~ o 

~ 
n 

~ s:: 
1,750 150 ~ Column 12 show. the advantage expressed in rupees resultmg from the CODtesslon of renutting overseas pay at the priVIleged rate ~ 

. of 2 •. the rupee. This advantage is not fixed, but varies with the course of exchange. The actual value of it expressed in rupees will be 
mOT!' whPn __ th .. ~"'4"'hAnll8 'ftlU&.ofctha.rupea..ia_lAwMr~.w~iaJ)igber ,. 'I'WiI!OoIII. S 
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APPENDIX III, No.3. 
INDIAN FORIIST SERVICE (INCLUDING INDIAN FORIIST ENGINEERING SERVICE). 

(The pay is in rep.es per mensem.) 

Basic Overseas Pay. Total Pay. Additionaladvan-
Pay. tage resulting 

Year of from remittance 
Service. Present at 25. when 

and Present Proposed Present Proposed exchange is at 
Proposed Is.4d. 

l-
I 2 S 4 5 6 7 

1 .. .. 325 150 150 475 475 -
2 .. .. 375 150 150 525 525 ,-
S .. .. 425 150 150 575 575 -
4 .. .. 475 150 150 625 625 -
5 .. .. 525 150 150 675 675 75 
6 .. .. 575 150 150 725 725 75 
7 .. .. 625 200 250 825 875 125 
8 .. .. 675 200 250 875 925 125 
9 .. .. 725 200 250 920 975 125 

10 .. .. 600 250 250 1.050 1.050 125 
11 .. .. 850 250 250 1,100 1.100 125 
12 .. .. 900 250 . 300 1.150 1,200 150 
13 .. .. 900 250 300 1.150 1.200 150 
14 .. .. 950 250 300 1.200 1.250 150 
15 .. .. 1.000 250 300 1,250 1,300 150 
16 .. .. 1,050 250 300 1,300 1,350 150 
17 .. .. 1,100 250 300 1,350 1,400 150 
18 .. 00 1,150 250 300 1,400 l,450 150 
19 .. .. 1,200 250 300 l.450 1,500 150 
20 .. .. 1,250 250 300 1,500 1,550 150 
21 .. .. 1,300 2~0 300 1,550 1,600 150 
22.lover .. 1,350 250 300 1,600 1,650 150 

Column 7 shows the advantage expressed in rupees resulting from the concession 
of remitting overseas pay at the privileged rate of 25. the rupee. This advantage 
is Dot fixed, but varies with the course of exchange. The actual value of it expressed 
in rupees will be more when the exchange value of the rupee is lower and less when 
it is higher. 



APPENDIX III. No.4. 
INDIAN SBRVlCB or ENGINBDS. 

(The pay is in rupees'per mensem.) 

Year 
Basic Pay. Overseas Pay. Total Pay. 

Proposed. of Present. Tech· Present. Proposed. 
Service. nicai Present. Proposed. --~ ---~ Junior. Senior. Pay. Junior. Senior. Junior. Senior. Junior. Senior. 

l-
I 2 3 4 5 6 7 8 9 10 11 12 

1 300 - 75 875 - 150 150 525 - 525 -2 350 - 75 425 - 150 150 575 - 575 -3 400 - 75 475 - 150 150 625 - 625 -4 450 5SO 75 525 625 150 ISO 675 775 675 775 
5 4SO 5SO 75 . 525 625 150 150 675 775 675 775 
6 500 600 75 575 675 150 150 725 825 725 825 
7 550 6SO 75 625 725 150 150 775 875 775 875 
8 550 6SO 75 625 725 200 250 825 925 675 975 
9 600 700 75 675 775 200 250 875 975 925 1,025 

10 650 750 75 725 825 200 250 925 1,025 975 1,075 
11 700 800 75 775 875 250 250 1,025 1,125 1,025 1,125 12 7SO 850 75 825 925 250 300 1,075 1,175 1,125 1,225 
13 800 900 75 875 975 2SO 300 1,125 1,225 1,175 1,275 14 850 950 75 925 1,025 250 300 1,175 1,275 1,225 1,325 
15 900 9SO 75 975 1,025 250 300 1,225 1.275 1,275 1,325 16 - 1,000 75 - 1,075 250 300 - 1,325 - 1,375 17 - 1,0SO 75 - 1,125 250 300 -:- 1,375 - 1,425 
18 - 1,100 75 - 1,175 250 300 - 1,425 - 1,475 19 . - I,ISO 75 - 1,225 250 300 - 1,475 - 1,525 20 - 1,200 75 - 1,275 250 300 - 1,525 - 1,575 21 - 1;200 75 - 1,275 250 300 - 1,525 - 1,575 22 - 1,2SO 75 - 1,325 250. 300 - 1,575 - 1,625 23 - 1,2SO 75 - 1,325 250 300 - 1,575 - 1,625 24 a: - 1,300 75 - 1,375 250 300 - 1,625 - 1,675 over 

Additional advantage 
resulting from 

remittance at 25. 
when .xchange is at 

1s.4d. 

13 

----
75 
75 
75 

125 
125 
125 
125 
150 
150 
150 
150 
150 
ISO 
150 
ISO 
ISO 
ISO 
150 
150 
ISO 
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~ 
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." 

~ 
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n 

~ 
U> 

!!l Column 13 shoWl the advantage expressed in rupees resulting from the concession of remitting overseas pay at the privileged rate of §l 
20. the .rupee .. This advantage is not fixed, but varies with the course.of exchange'-..'!he ,aetua! yaIue.2!!L~xpress.~~ ,rupees_~'i.ll be, ,. ~ 
~w'~""';"l\nO-..JJ'I(t .·;r:.~'l'·.u\-,~l.P~~.jQ..~'..~""'''''''~''''''''"'''~~'~'_~:~%'-~~'L!.fJ')'.T ___ ~~~'~-n".~ __ . t"T-. ____ ...,...~_-~'. 
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Year of 
Service. 

. 
1 

1 .. .. 
2 .. .. 
3 .. .. 
4 .. .. 
5 .. .. 
6 .. .. 
7 .. .. 
8 .. .. 
9 .. .. 

10 .. .. 
11 .. .. 
12 .. .. 
IS .. .. 
14 .. .. 
15 .. .. 
16 .. .. 
17 .. .. 
18 .. .. 
19 .. .. 
20 cio"",, .. 
Lo"", SeJec:.. 

tioo Grade 
(15 per ceDt. 
of cadre). 

Higher SeIectlon 
Grade (5 pe,' 
cent. of cadre). 

APPENDIX III, No.5. 
INDIAN EDUCATIONAL SBRVICE (MaN). 

(The pay is in rupees per mensem.) 

Basic Overseas Pay. Total Pay. Pay. 

Present 
and Present 

Propcoecl 
Propcoecl Present Propcoecl 

2 3 4 5 ' 6 

400 ISO 150 550 5SO 
4SO ISO ISO 600 600 
500 ISO ISO 650 650 
550 ISO ISO 700 700 
600 ISO ISO 7SO 7SO 
600 200 2SO 800 850 
650 200 2SO 850 900 
700 200 2SO 900 9SO 
7SO 2SO 2SO 1,000 1,000 
800 2SO ' 2SO 1,050 I,OSO 
850 2SO 2SO 1,100 1,100 
900 2SO 300 1,1SO 1,200 
950 250 300 1.200 1,2SO 

1,000 2SO 300 1.250 1,300 
1,000 2SO 300 1,2SO 1,300 
I,OSO 2SO 300 1,300 1,350 
1,100 2SO SOIl 1,350 l.400 
1,1SO 2SO 300 l.400 1,4SO 
1,200 2SO 300 I.4SO 1,500 
1.2SO 2SO 300 1,500 1.5SO 

r~ 
2SO 300 1,500 1,550 

1,300 2SO 300 1,550 1,600 
1,350 2SO 300 1,600 1,650 
l,400 2SO 300 1,650 1,700 
l.4SO 2SO 300 1,700 1.7SO 
1,500 250 300 1.7SO 1,800 

r,550 2SO 300 1,800 1,850 
1,650 2SO 300 1,900 1,950 
1.7SO ' 250 300 2.000 2,050 
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Additionaladvan-
tage xesulting 

from remittance 
at2s. when 

ezchange is at 
1s.4d • 

7 

----
75 

125 . 125 
125 
125 

'125 
125 
ISO 
ISO 
ISO 
ISO 
ISO 
ISO 
ISO 
ISO 
ISO 

ISO 
ISO 
ISO 
ISO 
ISO 
ISO 

ISO 
ISO 
ISO 

Column 7 sho_ the advantage expRSStd. in rupees resulting from the concessioa 
of remitting 0 ........... pay at the privileged rate of 2s.. the rupee. This advantage is 
not 6zed, but varioe with the coone of ~ Tbe actual ¥&lue of it expRSStd. • 
in rupeea will be more when the ezchaoae ¥&lue of the rupee is lower and ..... wben 
it Is higher. 
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APPENDIX III, ·No. 6. 

INDIAN. AGRICULTURAL SERVICES AND INDIAN VETERINARY SERVICE. 

(The pa.y is in rupees per mensem.) 

Basic Overseas Pay. ToW Pay. AdditionaJadvan· 
Pa.y. tage resulting 

Year of -----,----'------- from remittance 
Service. Present at 25. when 

and Present Proposed Present Proposed exchange is at 
Proposed Is.4d. 

1 2 3 4 5 6 7 
I-

I .. .. 350 150 150 500 500 -
2 .. .. 400 150 150 550 550 -
3 .. .. 450- 150 150 600 600 -
4 .. .. 500 150 150 650 650 -
5 .. .. 550 150 150 700 700 75 
6 .. .. 550 200 250 750 800 125 
7 .. '1 600 200 250 800 850 125 
8 .. .. 650 200 250 850 900 125 
9 .. .. 700 250 250 950 950 125 

10 .. .. 750 250 250 1.000 1.000 125 
11 .. .. 800 250 250 1.050 1.050 125 
12 .. .. 800 250 300 1.050 1.100 150 
13 .. .. 850 250 300 1.100 1.150 150 
14 .. .. 900 250 300 1.150 1.200 150 
15 .. .. 950 250 300 1.200 1.250 150 
16 .. .. 1.000 250 300 1.250 1.300 150 
17 .. .. 1,050 250 300 1,300 1,350 150 
18 .. .. 1,100 250 300 1,350 1,400 150 . 
19 .. .. 1,150 250 300 1,400 1,450 150 
20 .. .. 1,200 250 300 1,450 1,500 150 
21 & over .. 1,250 250 300 1,500 1,550 150 

roo 
250 300 1,500 1,550 150 

Selection Grades 1,300 250 300 1,550 1,600 150 
15 per cent. 1.350 250 300 1,600 1.650 150 

of cadre). 1,400 250 300 1,650 1,700 150 
1,450 250 300 1,700 1,750 150 
1,500 250 300 1,750 1,800 150 

Column 7 shows the advantage expressed in rupees resulting from the concession 
of remitting overseas pay at the privileged rate of 25. the rupee. This advantage is 
not fixed, but varies with the course of exchange. The actual value of it expressed 
in rupees will be more when the exchange value of the rupee is lower and less when 

.It is higher. • 
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Year of 
Service. 

I . 
As Lieutenant. 

1 .. .. 
2 .. .. 
3 .. .. 

As Captain. 
4 .. .. 
5 .. .. 
6 .. .. 
7 .. .. 
8 .. .. 
8 .. .. 

10 .. .. 
11 .. .. 
12 .. ' .. 

As Major. 
13 .. .. 
14 .. .. 
15 .. .. 
16 .. .. 
17 . .. 
18 .. .. 
19 .. .. 
20 .. .. 

As Lieutenant· 
Colonel. 

21 .. .. 
22 .. .. 
23 .. .. 
24 .. 
25 .. .. 
26 a over .. 

When selected 
for Inaeased 
pay., .. 

APPENDIX III. No.7: 
INDIAN MBDICAL SERVICE (CIVIL). 

(The pay is in rupees per mensem.) 

Basic Overseas Pay. Total Pay. Pay. 
1----

Present 
PreSent and Present Proposed Proposed 

Proposed 
---

2 3 4 5 6 

500 150 "150· 650 650 
500 150 150 650 650 
500 150 150 650 SliO 

650 . 150 150 800 800 
650 150 150 800 800 
650 ISO 150 800 800 
750 200 250 950 1,000 
750 200 250 950 1,000 
750 200 250 950 1,000 
850 • 200 250 1,050 1,100 
850 200 250 1,050 1,100 
850 200 300 1,050 1,150 

950 250 300 1,200 1,250 
950 250 300 1,200 1.2SO 
950 250 300 1.200 1.250 

1,100 250 300 1,850 1.400 
1,100 250 300 l.SSO 1.400 
1,100 250 300 l.S50 1,400 
1,250 250 300 1,500 1.5SO 
1,250 2SO 300 1,500 1,5SO 

1,500 250 300 1,750 1,800 
1.500 250 300 1.7SO 1,800 
1,500 2SO 300 1.750 1,800 
1.600 250 300 1,850 1.900 
1.600 250 300 1,850 1,900 
1,700 250 300 1,9SO 2,000 . 
1,850 2SO soo 2,100 2,1SO . 
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Additionaladvan· 
tage resulting 

from remittance 
at 2s. when 

exchange is at 
Is. 4<1 •. 

7 

---

-
75 
75 

125 
125 
125 
125 
125 
150 

150 
150 
ISO 
ISO 
150 
150 
150 
ISO 

150 
ISO 
ISO 
ISO 
ISO 
ISO 

ISO 

Column 7 shows the advantap expressed In rupees resulting from the c:oacossioG 
of remittiog o..erseas pay at the privileged late of 2s. the ru~. This advantsp 
is not fixed, but varies with the course of exchange. TIle actual value of it expressed 
in rupees ",-ill be more when the exchange value of the ru~ is lower and less when 
it is highet. 
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APPENDIX IV (1). 
NOTE BY ENGLISH €OMMISSIONERS. 

OfM ... above 1M Ti .... Scales. 
Up to the present, officeIll receiving salaries above the time scale have 

not received overseas pay. 
The refusal of oveIlleas pay to men above the time scale was based on 

the theory that all officers of this rank, Indian and European alike, should 
be paid exactly alike, on the general ground that the tenure of these higher 
posts commonly entai1snew obligations and expenses whieh are independent 
of domicile. That may be true, but ignores the equally patent fact that 
the extra expenses due to education 01 children at home, etc., still continue 
for the European, and the despatches on the general question of overseas 
pay laid stress on the argument that the essential object of this pay was 
.. to achieve some measure of equality,of remuneration and not the reverse." 
see Despatch No. 169 Public, dated 27th November, 1919, and .. the 
ideal of 'equal pay for equal work' ... will not be attained by fixing 
identical rates of salary for all members of the Service, since it is obvious 
that if Indians and Europeans in identical posts are paid the same amounts 
the European must in fact be worse off than his Indian contemporary." 
para. 4, Despateh No. 187 Public, 25th December, 1919. 

It must be remembered that when the Indian Civil Service pay was 
revised, opportunity was taken to abolish exchange compensation allow
ance. The maximum addition allowable under this head for salaries of 
Rs.2,222 and over was Rs.138.14.3. The revised scale of pay was intro
duced when the rupee was above lis. 
• Lord MacDonnell's Committee, in recommending substantially increased 
rates of oveIlleas pay from the fou~enth year of 'i"rvice onwards. added a 
recommendation that some increment should be given, as overseas payor 
otherwise, to officers of non-Indian domicile holding appointments above 
the time scale in the Indian Givil Service and other services, each case 
being dealt with on its merits. 

The proposals of that Committee gave overseas pay up to Rs.SOO a 
month at the top of the time scale, and it might be assumed that the 
Committee intended that officers above the time scale should draw overseas . 
pay at this maximum rate. 

Our proposals in the Report as to the increase of the overseas pax in 
the time scales do not give a maximum of Rs.SOO a month, but of Rs.300 a 
month, with a sterling eqnivalent reckoned at £30, which may be called 
for the purposes of comparison Rs.4S0 a month. 

In the case of the Indian Civil Service, the pay of the commissioner is 
fixed at Rs.3,OOO a month, and as long as this was Rs.SOO a month above 
the pay of the senior collector on the time sca\e no change was necessary .. 

Now, however, that we propose to raise the pay of the col1ector' to 
Rs.2,700 a month, the difference is so small that co11ectoIll might well 
refuse promotion to commissionerships on the ground that the additional 
expenses necessary for entertaining, eharities, etc., in the higher posts 
would be greater than the increase in pay. 

An alternative method to the grant of overseas pay to commissionOIll 
and others above the time scale would be to allow a sterling remittanoe 
of say Rs.400 a month of his ordinary salary at 2s. to th~ rupee, whieh 
would give the officer a benefit equal to Rs.200 a month. 

The oommissionOIll under this arrangement would receive Rs.SOO above 
the pay of collectors. . 

The DirectoIll of Public Instruction in the Indian ~ducational Service 
get very different salaries according to the size of the provinces, but the 
best paid director draws the same salary as a cotnmiBsioner and should 
receive the same increase. Similarly chief engineers and Wspecto .... 
general of police draw up to Rs.S,OOO. The agricultural adviser and the 
chief conservators of forests draw up to Rs.2,7S0. There are certain 
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officers in the Central Services and elsewhere who draw up to Rs.3,500-
e.g., judicial commissioners and members of boards of revenu..........,d there 
are lOme secretaries in the Government of India drawing up to Rs.4,OOO 
a month. . 

We think all officers whose salaries do not exceed Rs.4,OOO a month 
should be given the increase suggested ahove by means of permission to 
remit Rs.400 a month of their pay at a rate of lis. We cannot, however. 
recommend any increase for Judges of the High Court or Members of 
Council whose salaries are fixed by Statute. 

(Sign'd) 

27'" Marcil, 1924. 

R. H.' CRADDOCK, 
CYRIL JACKSON, 
D. PETRIE, 
R. CoUPl;.AND. 

I strongly support the ahove proposal and regard it as essential, no 
leas in the interests of recruiting than in justice to the holders of these 
appointments, that this very moderate addition should be made to their 
emoluments. 

Otherwise there will be very little inducement to officers on the ordinary 
time scale to seek promotion, and it will be very difficult to persuade the 
best men to accept appointments which may entail heavier responsibility 
and greatly increased expenditure on entertaining and other unavoidable 
charges. . 

A service without ., Prize Posts I. must offer few attractions to ambitious 
men, and it cannot be in the interests of India, for the sake of a trifling 
economy, to ofter no encouragement to present and possible holders of these 
few high administrative posts. 

27'10 Marcil, 1924. 
(Signed) LBB OF FAREHA><. 

APPENDIX IV (2). 
NOTB BY INDIAN CoMMISSIONBRS. 

OjJicors abo •• ,'" Ti_ Scahs. 
1. In the case of officers above the time-scale, there has, so far, been no 

distinction in emoluments between the Indian and the European members 
ot'the Superior Civil Services. The principle of equality of emolumenta 
in such posts as those of Judges of the High Court and Members of the 
Executive Council is of long s8mding and the Islington Commission. after 
full consideration of the question, recommended that the same principle 
should apply to all appointments above the time-scale. This recommenda
tion was accepted by His Majesty's Government and is now in force. 

2. According to the proposals contained in our Report. all officers above 
the time-scale will receive the benefit of passage and other concessions 
which we have recommended fur European members of the Services. But 
our European colleagues wish that over and above these concessions, the 
officers holding the higher administrative posts should be allowed to remit 
Rs.4oo per month out of their pay at the rate of 2<. to the rupee. 

S. Beforeodiscussing the merits of this proposal, we wish to note that a 
unanimous recommendation has been made in paragraph 55 of our Report 
raising the pay of the lower class of administrative officers, viz., the deputy 
inspector-general, the superintending engineer, and the conservator of 
forests from Rs.l.7S(}"'IOO-2,ISO to a fixed pay equal to the existing 
maximum. i.e. &.2.150. This was considered advisable owing to the 
fact that the improvements made by concessions resulted in the maximum 
of the total emoluments of the officers on the time-scale overlapping the. 
present minimum of the sliding sca1e sanctioned in the esse of officers 
holding the lower administrative posts. We are, therefore, now concerned 
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only with the higher administrative officers, such as commissioners, 
inspector&-general of police, chief engineers and chief conservators of 
forests, and, according to our European colleagues, even those drawing as 
high salaries as Rs.4,OOO a month. 

4. In dealing with the need for increasing the emoluments of the 
Services, the question before us is not one of bettering the pay of Services 
generally in all grades and classes, but of meeting the most pressing needs 
of the European members thereof . 

. 5. The general trend of evidence given befo~e us is that hardship is felt 
mainly in the middle married grades, and that the officers in the earliest 
and latest stages are not hard hit. It is on this ground that the Commission 
has unanimously decided to make no improvement in the earlier years, and 
we ate emphatically< of opinion that no relief is actually needed in the case 
of officers holding the higher administrative appointments. 

6. We think it would be politically unwise and administratively 
mischievous to give eflect to the doctrine, now sought to be introduce;j, 
that if Indians and Europeans in high administrative posts are paid the 
same amounts, the European must in fact be worse off than his Indian 
contemporary, and that consequently the income of the European must be 
supplemented in one form or another. The proposal of our European 
colleagues to thus diflerentiate between the European and Indian in
cumbentsof high administrative appointments would cause deep resentment 
among the latter, who, when holding such high appointments, have to 
incur heavy expenses befitting the rank and position apart from meeting 
their social and other obligations which increase proportionately and add 
considerably to their pecuniary liabilities, with the result that their total 
expenses are in no way I ... than those of their European contemporaries. 
We wish to sound a note of warning that any attempt to yield to the 
suggestion made by our European colleagues will inevitably lead to an 
agitation on the part of Indian officers holding these positions which it 
will be neither reasonable nor prudent., resist . 

271h March. 1924. 

. (Signed) BH11PENDRANATH BMu, 
M. HABIBULLAH, 
HARI KISHAN KAUL, 
N .. M. SAJ4ARTH. 

APPENDIX V. 
ARTICLES OF AGREEMENT FOR SERVICE IN THE INDIAN 

EDUCATIONAL ~RVICE. 
OFFICERS OF NON~INDIAN DOMICILE ApPOINTED WHILE IN ENGLAND. 

ARTICLES OF AGREEMENT, made the day of one 
thousand nine hundred and twenty 

BETWEEN . 
of the first part. and THE SECRETARY OF STATE FOR INDIA IN COUNCIL 
of the second part. 
WHEREAS the Secretary of State for India in Council has engaged tlie 

party of the first part to serve His Majesty in India as 
in the Indian Educational Service for the probationary terms and at the 
pay hereinalter mentioned and subject to the conditions "'Id agreements 
hereinafter contained. 

Now THESE PRESENTS WITNESS and the saie! parties hereto respectively 
agree as follows :-

1. That he will, on being provided with a fiIllt-ciass passage to India, 
proceed thither within such time as may be prescribed by the Secretary 
of State for India in Council. 

2. That he will, on arrival in India, forthwith proceed to 
and report himself to the Officers of Government there, and will submit 
himself to the orders of the Government and of the Office", and authoriti .. 
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undex whom he may frpm time to time be placed by'the Government and 
will remain in the service for the probationary term of two yeam com
mencing from the date of his reporting bis arrival at the said 
and that he will at aU times obey the rules prescribed for the time being 
in the memorandum of infozmation furnished to Candidates or otherwise 
for the regulation of the branch of the public service to which he may 
belong, and will, when required by the Government, proceed to any other 
part of the Presidency or province within which he may be serving or to 
any other Presidency or pq:>vince in India, and there perform the dutftos 
of any specified office in the cadre of the Indian Educational Service. 

3. That he will devote his whole time to the duties of the service, and 
will not engage, directly or indirectly, in any tzade, business or occupation 
on his own account, and that he will not (except in case of accident or 
sickness certified by competent medica.l authority) absent himself from his 
said duties without having first obtained permission from the Government 
or~ts authorised Officers. 

4. That if he shall during the said term of two years, or if the service 
shall continue beyond such term, during the next succeeding three years, 
relioquish the service of the Government (whether after having given 
notice or otherwise) he shall forthwith on demand pay to the Secretary 
of State for India in Council the cost of his passage to India. 

5. That ,the Secretary of State for India in Council may at any time' 
during tho said term of two years, or, if the service shall continue beyond 
such tenn, at any time thereafter, dispense with his services without notice 
in the event of misconduct on his part or of a breach by him of any of the 
conditions "frein specified. 

8. That lt shall be lawful for the Secretary of State for India in Council 
prior to the expiration of his service under these presents, if satisfied on 
the report of tho duly constituted advisory Medica.l Board that he is unfit 
and is likely for a considerable period to continue unfit by reason of ill
health for the discharge of his duties in India, to determine the service 
under these presents (th. decision of the Secretary of State for India in 
Council being conclusive). and thereupon his services shall be terminated. 

7. That he shall, within the period or periods prescribed by the rules 
and regulations relating to examinations in vernacular languages for the 
tim. being in f«>rce in the Presidency or province within which he may be 
serving, and generally in accordance with, and subject to, such rules and 
regulations, pass an examination or examinations in such vernacular 
language or languages as may be required by the Government. and on 
failure to pass such examination or examinations shall be liable to the 
penalties prescribed by tho aaid rules and regulations. Provided that if 
he shall fail to pass an examination in such one of the prescribed vernacular 
languages as may be required within the aaid period or periods the Secretary 
of State for India in Council may, notwithstanding anything in the next 
clause or the said rules and regulations contained. dispense with his services. 

8. That. except as provided in Oauses 5, 6 and 7 hereof, unless he shall 
receive notice in writing from some authorised Officer of the Government 
three ca.lendar months before the expiration of tho aaid term of two years 
that the Secretary of State for India in Council no longer requires his 
services, or unless h. shall give notice in writing to the Government three 
ca.lendar mon\hs before the "'<piration of the aaid term of two years. that 
he is desirous to put an end to his service under these presents, he will 
continue in the service of Government upon the like terms and conditions 
as are herein contained so far as the same IlnO applicable. except that huhall 
not be entitled to receive notice of termination of his service nnder 
Government othet\\>ise than as may be provided by the rules for the time 
being in force applicable to his case. 

9. That from the date of his arrival at the aaid the Govern-
ment will pay him so long as he shall remain in the aaid service and actnally 
perform the aaid duties. pay in accordance with the sca.le set forth in the 
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memorandum of information above referred to .provided that for the 
purposes of the scale he shall receive initial pay at the rate of Rs. 
per .mensem and overseas pay at the rate of Rs. per mensem 
and subsequent increment shall have effect annually where admissible on 
and from the one thousand nine hundred and twenty. • 

10. That he shall not, except as provided in this agreement, resign his 
appointment without the sanction of the Secretary of State for India in 
C~uncil. . 

II. That on the determination of the service at the expiration of the 
said term of two years (but not upon any subsequent determination), and 
if he shall actually quit the said service in India, or if prior to the expiration 
of the said term of two years, the service shall be determined by the 
Secretary of State for India in Council under the provisions of Clause 6 
of these presents, and if he shall actually quit the said service in India, 
the Government will provide him with a first-class passage back to England 
at the public expense, provided he claims such passage within three mon~hs 
from any such detennination of the service as is mentioned in this clause, 
and leaves India on his return to England within such time as he may 
be directed. 

12. That he will, during his continuance in the service, pay such 
subscriptions to the General Provident Fund as shall be payable under the 
rules for the time being in force (by which rules he agrees to be bound) ; 
and it shall be lawful for the Government to deduct the said subscriptions 
from any money that may be payable to him under these presents or 
otherwise. 

13. That if he shall continue to serve Government under t~ese presents 
after the said term of two years, his service (commencing from the date of 
his entering on the performance of his duties as aforesaid) shall count as 
service towards leave and pensiOD under such rules as regards leave and 
pension as may for the time being be applicable to his case. PROVIDED 
ALWAYS that in case of any dispute as to the interpretation of any of the 
said rules, or otherwise relating in any way to them, the decision of the 
Secretary of State for India in Council shall be conclusive. He shall be 
entitled to add years to his service counting for superannuation 
pension. 

14. That in any payments made in the United Kingdom under these 
presents, the rate of exchange then applicable to the class of transaction 
concerned, as decided by the Secretary of State for India in Council from 
time to time, shall be observed. 

15. That the proceedings, letters, and reports of the Governor-General 
of India in Council, or of any of the Local Governments, and of all others 
the officers and agents of Government, or any copies thereof or extracts 
therefrom, which shall be sent officially to the Secretary of State for India 
in Council, or to any officers or servants in the Indian Service of His Majesty 
in England or elsewhere, in any way relating to the sums of money to be 
paid or allowed to the party of the first part, or to his conduct, or in an y 
way relating to the premises, shall be received as evidence of any matter 
therein contained in any action or in any legal proceedings by or between 
the parties to these presents, or in any way relating thereto. 

IN WITNESS whereof the party of the first part and 

being two members of the Council of India have hereunto set their hands 
the day and year first above written. 

Signed by the party of the first part} 
in the presence of-

Signed by the above-named twO} 
Members of the Council of India in 
the presence of-
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APPENDIX VI. 
EXTRACT P'1f:OM MACDONNELL COMMITTEE'S REPORT-ANNBXURE III. 

Minu" by Professor R. Coupland and Mr. C. A. Elliot/. 

1. The most effective means of informing and influencing University 
opinion seems to us to be the establishment of some form of liais"" between 
the India Office and influential Dons. 

2. At Oxford a Committee of such Dons has already been set up. with 
the Master of Balliol in the chair, to consider the question of the Indian 
Civil Service as a career for Oxford men. The India Office might co-operate 
with this Committee on the following lines :-

(I) Authoritative information might be supplied to the Committee 
as to the development of events in India, especially where 
questions directly affecting the conditions and 'prospects of the 
Indian Civil Service are concerned. 

(2) Information might be supplied to enable a leading member of the 
Committee to write to the Press correcting any misleading letters 
that may b. published therein by members of the University. 

(3) Arrangements might be made for distinguished members of the 
Indian Civil Service, home on leave, to meet the Committee and 
discuss the question of recruitment: and the Committee might 
arrange for such men to address private or public.meetings of 
undergraduates. . 

3. At CaJbbridge such a committee as is proposed for Oxford would 
hardly be necessary as it would be possible there to make use of the existing 
machinery of the Appointments Board. The Appointments Board is a 
atrong and active body containing representatives of all Collegas. Most 
undergraduates place thair names on its books during thair careers at 
Cambridge, and tho majority of those who wish for posts after graduation 
obtain them through the Board. It is suggested, therefore, that the India 
Office should periodically supply to tho Appointments Board, or to a 
Committee of the Board which might be appointed to deal with the recruit
ment of tho Indian Services, information on the lines suggested in paragraph 
2, sections I and 2. above, and also if such a committee wel'l' created 
arrangements might be made with it on the lines suggested in paragraph 
2, section 3 above. 

R. COUPLAND, 
C. A. ELLIOTT. 
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ESTIMATE OF THE COST OF THE RECOMMENDATIONS IN THE REPORT. 

NOIe.-AIl the following calculations are based on exchange at 16d. the rupee. With a higher exchange. the cost will diminish. 

Pay ad ",m,lIana concessions 

P.""ions 

P~&aglS 

Immediale InCf'eas.,j Cosl (Firsl 
Year of Inlroduelion). 

I.C.S. .. 18·6 lakhs 
I.P.S .• " 12·7 
I.M.S. (Civil) 7'0 
I.E.S. (Men) 3·3 
I.F.S. " 3·4 
I.S.E. .. 10·9 .. 
1.A.S. '8 
I.V.S. .. '4 

57'llakhs 
Other Services (approximately) 

13·0 to 15·0 lakhs 
Total (approximately) 

70·1 ton'l 

The total cost may increase slightly in the next few years. as 
it is based on present strength and owing to almost complete 
cessation of recruitment of Europeans during the years of 
the war, there is now a. shortage of officers in the sixth to 
ninth years of service, as well as an excess in the first four 
years of service. The latter get no immediate benefit from 
our proposals. but will begin to do so shortly. The excess 
will. however. be soon counterbalanced by savings following 
from retirement of European officers and their replacement by 
Indians. 

Uncovenanted Service 1·21akhs This amount will increase by 1·2lakhs every year till it reaches 
its maximum. which may provisionally be put at about 19 
lakhs. 

I.C.S. officers holding ·18 
high posts. 

.. 25·0 

This amount will similarly increase by . 18 lakhs every year till 
it reaches its maximum of about 21 lakhs. 

The actual cost may be higher in the immediate future owing to 
the fact that a larger number of officers than the normal may 
avail themselves of the concession, but any: increase in cost 
immediately will be couJ,lterbalanced by' a consequential 
reduction in later years. The cost will, moreover, go on 
decreasing proportionately with the decrease in the number of 
European officers. 

--.... 

::l 
§ 
~ 

~ 
~ ... 
(") 
o a: 
fS 
'" '" 8 z 
o 
'Z 



Total (F.", Year) ) 
96·5 to 98·5 JakhS The tota1 annual cost of allcon ..... ionsrecommended willgra,Iually 

rise until it reaches about .Il crores. It will subsequently 
It has nut been possible to fall, as Indiauisation makes itself felt. • 

evaluate these with any 
approach to precision. 

al/'M" (m."",) conauw", 

Note~(I) It is nut possible to estimate the ullimau'cOBt resulting from the recommendations as regards pay and remittance con~ons, 
as it depen.u on two hriable factors: (i) the Dumber of Europeans that will be employed in Service in those departments where the 
recruitment is proposed to be left to the LocaJ Governments, and (ii) the rates of pay that may be fixed by LocaJ Governments for them. 
The extra c&!t of our recommendations is, bowever, bound to be partly counterbalanced by savings in overseas pay, resulting from the 
replacement of Europeans by Indians. It has been roughly estimated that the ultimate cost of the Indian Civil Service and the Indian 
Police Service (when the cadres consist half of. Europeans and half of Indians) will compare with the present cost (including cost of 
concessions recommended) as follows :-

Pre_. 
(Including cost of con ..... ions recommended.) 

Indian Civil Service 328 Jakhs 
Indian Police Service 100 

UlI'mau. 

2fn Jakhs 
94 

(2) The cost of the increase in pensions of Uncovenanted Services will similarly fall as the decreasing number of Europeans in the 
Service comes to be reflected in the number of retirements, seeing that pensions drawn in England are paid at a favourable rate of Is. 9d. 
the rupee. 

The estimated cost of the total expenditure 00 thll Royal Commission including the cost of printing' is Rs. 4,70,000. 
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MINUTES RELATING TO THE REPORT BY 
COMMISSIONERS SIGNING THE REPORT. 

M~TE BY PROFESSOR COUPLAND ON THE CONTROL 
OF THE SERVICES. 

1. In the following minute I propose to explain, in greater detail than 
was possible in the body of the Report, the constitotional principles which, 
over and above various practical considerations, determined my adherence 
to the recommendations made in paragraphs 12 to 19 of the Report with 
regard to the control of the Services. 

2. The preamble to the terms of reference of the Royal Commission 
referred to .. the e><perience now gained of the operation of the system of 
government established by the Government of India Act in respect to the 
Superior Civil Services in India." It may be assumed, therefore, ti,";;t, 
on the constitutional or If organisation U side of its enquiry. the Royal 
Commission was not expected to consider any drastic change in the basic 
principles of the Act. Its presumptive task was, rather, to enquire as to 
whether any modification of the existing position of the Services was 
desirable without violating those basic principles. Hence it seems worth 
while to examine as briefly as possible what those principles are; how they 
were intended to operate by the Secretary of State and his advisers wben 
they framed the Government of India Bill and by Parliament, when it 
enacted it; and in what manner the recommendations of the Report 
referred to above conforms to them. 

3. The constitutional system established by the Act for the government 
of the Provinces need not here be explained. Dyarchy, or the division of 
the field of government into two parts, one of which, the .. reserved," is 
administered by the Governor and his Executive Council and the other, 
the .. transferred," by the Governor acting with his Ministers, is familiar 
enough. But the position of the All-India Services working under that 
system may not be so well understood. It was not, of course, forgotten 
by those who framed and passed the Bill. It was examined and discussed 
by all the principal authorities concerned-by Mr. Montagu and Lord 
Chelmsford in their Report (22nd April, 1918); by the Government of 
India on various· occasions. and particularly in theh: M emcwMUium tnt 1M 
Public S....nc.s "ndet> RefomtS (1918), and in their Firs' Dispatch OIl India .. 
COtISIi""itmiJl RefomtS (5th March, 1919); by the Committee on Division of 
Functions in their Report (26th February, 1919); by the Secretary of State, 
particularly in the Memorandu", regarding 'M BIll which he laid before 
Parliament (29th May, 1919); and by Parliament in the Joint Select 
Committee's Report (17th November, 1919), and in the debates in both 
Houses on the Bill. With so much material it is easy to determine what 
the position of the Services under the new system of government was 
intended to be. 

4. This minute is concerned mainly with the All-India Services, and 
only with the question of their control. Nothing need be said here, therefore, 
as to the general treatment of those Services in the Bill and the discussions 
which preceded it-as to the need for maintaining a strong British element 
therein, as to the changed character of their functions 'under the new. 
dispensation, as to their rights and remuneration. and SO forth. The question 
to be dealt with here is the control of the All-India Services, or, more 
specifically, what authority is to be responsible for their recruitment, for 
the conditions of their service, and in the last resort for their diScipline and 
conduct. . 

5. That this question of control should have arisen at all was mainly 
due to the introduction of the new system of dyarchy. Though some 
All-India Services, notably the Indian Civil Service, are employed both in 
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the reserved and ill the transferred field. for practical purposes the Services 
as a whole could roughly be differentiated as Services operating in the one 
field or the other. Tbe position of those whose work ~as to lie in the 
reserved field was only slightly and indirectly affected. But the case of 
those who were to work in the transferred field was obviously different. 
One of the two cardinal principles of the new system was that the measure 
of responsible government in transferred subjects should be as complete 
and real as possible. In the words of the Joint Select Committee's Report. 
Ministers were to 'have "the fullest opportunity of managing that field 
of go,'ernment which was entrusted to their care." And it was clearly 
recognised that it was not logica\ly consistent with this principle to 
maintain tor the execution of Ministers' policy in that field a group of 
Superior Civil Services (the Indian Educational Service. the Indian 
Agricultural Service. the Indian Ch>il Veterinary Service. the Indian Service 
of Engineers in the Roads and Buildings department in all provinces 
except Assam. and the Indian Forestry Service in Boinbay and. later, in 
Butma) the recruitment and ultimate control of which were vested not in 
Ministers and Legislative Councils, but in the Secretary of State and 
Parliament. But. at, the same time. it 'was also recognised that to change 
tile structure of the public service simultaneously with a change in the 
structure of the Government might fatally handicap the operation of the 
new system. "It would be unfair to expect Ministers new to responsibility," 
said the Montsgu·Chelmsford Report, "to assume the burden of office 
unless they could command the assistance of the present highly trained 
Services. To require them to inaugurate new Services for their own 
departments would. we think, be to saddle them with difficulties that 
would doom the experiment to failure .. (paragraph 269). The Government 
of India. therefore, recommended that " when a Minister is placed in charge 
of a transferred department he will tske it over as a going concern with its 
staff intact." (M ...... a .. d .. m. paragraph 20: Firs' R.forms DisPaklo. 
paragraph 60). The policy of the Government of India on all major Service 
questions of this kind was accepted by the Committee on Division of 
Functions (Report. paragraph 69) and by the Secretary of State (M_a
ra .. d_ '0 Parlia ...... '. clause xxiv); and on this understanding the Bill 
was passed by Parliament. 

6. Thus the retention of Services operating in the transferred field and 
yet controlled by the Secretary of Stste, was decided on as a temporary 
expedient. as an element in a constitutional system which was in essence 
not static but transitional. How long this particular element in the 
system should endure was meant to be dependent. like all the rest of the 
system, on the results of experience. But it must always have been 
manifest that the change, when it came, would bave to be 
gradual. Services recruited in the past by the Secretary of State 
on an All·India basis cannot be handed over ... bloc to the control 
of Ministers without the consent of every member of them: the 
only practicable method of reconstituting these Superior Services on a 
provincial basis is for the Secretary of State to cease to recruit for them, 
and for Ministers to begin building them up afresh from the bottom as. the 
old All-India personnel automatically dinlinishes. This is the process the 
inception of which is «commended in tho Report. Since. in the ordinary 
course. tho younger of the existing officers will still be serving 20 years 
hence or man:, the second decennial period will have elapsed before the 
replacement is complete: and for som .. years to come the numbers of the 
ne,v Provincial ~;'ce officers will be very small. It is impossible to argue 
that if Ministers and Legislati, ... Councils can safely be entrusted with the 
general control of the transferred field of government. they are not no .... 
qualified to hear this additional measure of responsihility. 

7. It accords, secondly, with the spirit of the Reforms to give duo 
weight in a question of this nature to the wishes of Ministers themselves, 
especially since it ""8S their interests that primarily determined the 
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provisional settlement of the question in 1919. Now in the light of the 
evidence it would be idle to pretend that Ministers and Legislative 
Councils, or, indeed, the members of the Services themselves are con
tent with the existing' arrangement. Both sides feel that they are 
suffering from an anomalous and unstable position. It is true that the 
general tenour of the evidence received from members of the Services 
concerned is that they have no complaint to make of their treatment by 
Ministers, while th ... evidence of Ministers is that they have been served 
well and loyally by the members of the Services. So far, indeed, as 
personal relations are concerned, there is DC? reason why a Minister should 
feel that his authority is in any way different from that of a Member of 
the Executive Council. He may perhaps in certain cases have a preference 
for his own agents, but there is no reason to suppose that in general 
the Ministers have not realised and indeed frankly acknowledged the 
advantage they have derived from having thoroughly experienced and 
trained agents at their hand. None the less, the existing system has 
undoubtedly become irksome to them. The' time has come, they ~ay, 
when they feel that they can safely begin to appoint their own agents 
on their own .terms .. They want henceforward to be free from all 
restrictions in the matter, save such as may be imposed, on their own 
initiative, by their own Provincial Legislatures. Of those restrictions, 
the most troublesome perhaps is the rule which makes it impossible for a 
Minister to create or aholish a permanent post in any of the main Services 
under his orders, or to increase or red uee the cadre of these Services . 

. without obtaining the previous sanction of the Secretary of State in 
Council. It might well happen that such a restriction would prevent a 
Mini~ter from carrying out some' scheme of reorganisation which he 
considered to be of the first importance. A scheme in a transferred 
department approved by the Legislative Council might be in effect 
vetoed by the Secretary of State. (It may be noted, in passing, that on 
the one hand Local Governments have shown a tendency of late to refrain 
from filling up vacancies in the cadre of the All-India Services in the trans
ferred field, while, on the other hand, it has been virtuaUy impossible 
in recent years to obtain qualified British recruits for Services whose 
future seemed so uncertain). Such a position, it is argued, is hardly 
consistent with the spirit of the constitution. Save only in the matter 
of the Services, the Secretary of State has divested himself to the furthest 
practicable limit of his powers of superintendence, direction and control 
over Provincial administration in the transferred field. Now that Ministers 
are prepared to build up new Services on their own account, this limitation 
to their powers of self-government and to the fulness of their responsibility 
to their Legislative Councils is no longer logically justifiable. Existing 
members of the Services must, it is admitted, retain their existing rights; 
but it does not seem to foJlow, from the principles which led to the retention 
of the present staff, that Ministers should not now be allowed, in co
operatio!, with their local legislatures, to begin, as vacancies occur, to 
build up their own staffs in their own way. 

8. In meeting these claims and accepting these arguments, the recom
mendations made in the Report seem to b. in harmony, not only with the 
great body of political opinion in India, bnt also with the principles and 
pnrp:>ses of the authors of the Government of India Act and of 
Parliament. - • 

9. It is recommended that the new Services which are gradually to 
take over the duties now p.rformed by the All-India Services in the 
transferred field should b. free from all extra-provincial control, i.e., 
from that of the Government of India as weJl as from tkt of the Secretary 
of State. This, again, concurs with the intentions of the Reforms; for the 
new Services must b, Provinctal Services, if the above arguments are sound. 
and it was certainly intended that all Provincial Services working in the 



THE SUPERIOR CIVIL SERVICES IN INDIA. 119 

transferred field should in due course be wholly controlled by Provincial 
authorities. In its Mem""anduftJ .(paragraph 22) and Firsl RBlcwms 
Despalch (paragraph 52). the Government of India explicitly recognised 
that" a time must come. and may COftJB so .... when Ministers will wish to 
take the Provincial Services of their departments entirely into their own 
hands and to regnlate their pay. pensions. recruitment. etc." But they 
went on to say: .. We think that they should not do so until they have put 
these matters on a legal basis by legislation." Special reference was made 
tcrone item in such legislation. "As regards pensions. we think it necessary. 
before the reformed constitution takes eHect. to set Ministers an example 
by legislating ourselves in the Indian legislature to secure the pensionary 
rights of all the Provincial Services." (Me ... orandu .... paragraph 29. Despalch. 
paragraph 52). Finally. the Government of India, in the second of the two 
paragraphs, in which they summed up what they described as "their 
general scheme," reasserted the need for the Government of India and the 
Indian legislature on the one hand and Local Governments and legislatures 
on \he other to take their respective parts in establishing the Provincial 
Services on a legal basis. As on most other Service questions. these pro
poso.1s were accepted by the Division of Functions Committee. by the 
Secretary of State, and by Parliament; and Section 96 B (2) was inserted 
in the Bill in order to facilitate their execution. The recommendation 
by this Royal Commission, as to the passing of Public Service Acts 
(Report, paragraph 16). thus clearly corresponds with the intentions 
of the Reforms. 

10. This minute has so far been concerned with the All-India Services 
operating in the transferred field. It remains to deal with those operating in 
the reserved field (th. Indian Civil Service, the Indian Police Service, the 
Indian Forest Service, except in Bombay and Burma, the Indian Service 
of Engineers in the Irrigation Department in all Provinces, and the whole of 

. that Service in Assam), the argnment being limited as before to the question 
of control. Here, again, the purpose that inspired the Government of India 
Act is not in doubt. (I) The All-India Services as a whole were to remain 
under the control of the Secretary of State. (2) The Superior Services in 
the ..... rved field would continue to be All-India Servi.,..., Only with ..... 
gard to Services operating in the transferred field was it suggested that in 
course of time they might be replaced by Services under any other control. 
(3) The existing status of the All-India Services was to be defined and con
firmed by law. On both points the documents are again unambiguous and 
decisive. The first of the two paragraphs summarising the" general scheme " 
of the Government of India as expound<d in their M .... orand ..... is as follows : 
" Concurrently with reforms. legislation should be undertaken in Parlia
ment to declare the tenure and provide for the classification of the public 
services. I t should secure the pensions of the (All) India Services. and should 
empower the Secretary of State to make rules for their conduct and rights 
and liabilities. and to fix their pay and regulate their allowances. The Bill 
should also provide for the establiehment of the Public Service Commission 
and its duties." The First Rei"""" DispakA ~this policy. 'Hitherto: 
it says, ' the regulation of the Services has been to a great extent unocdified 
or codifi.d only by e>:ecutive orders. . • • No time should be lost in reducing 
to statutory form the main rights and -duties of the Services in India, in 
so far as they are not already prescrilxd by law or nile.' As regards ·the 
All-India Serv~, 'we consider that recruitment, whether in England or 
in India. should be according to the methcds laid down by the Secretary of 
State. and that all persons recruit<d should be appointed by that authority.' 
(Paragraphs « and 45.) These proposals were accepted by the Division of 
Functions Commiltfe and the Secretary of State. They were embodied in 
the Act in Sections 96 B. 96 C, and 97 to 100 inclusive. And in the 
Memorandum he laid before Parliament b:y way of explanation of the 
Bill. the Secretary of State declared, in psrtlcular, that • members of A11-
India Servi",,!, will continue as at present to be appointed by the Secretary 
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of State in Council, and the conditions of their service will be regulated by 
the same authority, which alone will have power to dismiss them.' 
(Clause xxiv.) . 

11. This decision was dictated by the second of the two cardinal 
principles of the Reforms. If the one principle was to make Ministers and 
Legislative Councils responsible in the fullest practicable degree for the 
good government of the transferred field, the other principle was that the 
Secretary of State and Parliament must remain no less fully responsibl.e 
for the good government of the reserved field. It was never intended that 
this reserved responsibility should be diminished or delegated by degrees. 
The only change contemplated was the single change involved in the 
transfer, when the time should be ripe, of a subject or subjects in the 
first instance reserved. As long as such subjects should b. reserved, the 
responsibility of Parliament with regard to them was to remain complete. 
It follows that the Secretary of State must continue to control the All
India Services operating in the reserved field. Only through the Secr~ 
of State can Parliament's responsibility be fulfi11ed; it cannot be fulfi11ed 
through any other agency if responsible government is to be interpreted and 
practised in accordance, not merely with constitutional forms, but with the 
well-estabJished lessons of political experience. And the Secretary of State, 
on his part, can only discharge this duty if he controls the Services con
cerned. The character and functions of the Superior Civil Services in 
India and especially the Indian Civil Service are necessarily different from 
those of the Civil Services in England. Scattered over wide areas, they 
are more directly involved in the executive government of the country 
than the mass of officials in Whitehall. The handling of local questions 
by any single member of them may immediately and drastically affect 
the interests of the population for good or ill. A collector's mistake on a 
communal issue might conceivably lead to widespread rioting and bloOdshed. 
An engineer's negligence in the supervision of canals might conceivably 
result in a disastrous failure of the crops. The responsibility, in fact, is 
too great at all points to be broken up. It must form from link to link a 
single chain. In other words, the Secretary of State cannot, in any valid 
or effective sense, discharge his trust.to Parliament for the good government 
of the reserved field unless he controls the making and maintenance of the 
executive machine on the efficiency of which good government primarily 
depends. 

12. Hence, in the opinion of the writer of this minute, the recommenda
tion in the Report (paragraph 13) with regard to the Services in the 
reserved field is no less iD consonance with the principles of the Reforms 
than the recommendation with regard to the Services in the transferred 
field: and it was on this ground, as far as the constitutional side of the 
question was concerned, that he was unable to accept the proposal urged 
by several Indian wituesses that the Secretary of State should delegate his 
powers of control over the All-India Services to the Government of India. 
Against this proposal the arguments stated in the precediug paragrapb 
seem still to be as decisive as they seemed to the authors of the Government 
of India Act in 1919 .• 

13. A few words may be said, finally, with regard to the constitution 
of the All-India Services operating in tbe reserved field. Under the 
existing s'ystem they are, of course, composed of Europeans and Indians 
in certain fixed proportions; but a radical cbange in this system was 
pressed on the Commission by many witnesses of high authority, both 
official and unofficial. The suggestion was that only the boWers of that 
proportion of posts which was reserved for Europeaps should in futnre 

.The purposes for which Section 96 B(2) was inserted in tbe Act are 
clear from Mr. Montagu's Memt»'andum /0 Pa'lia .... "" clause xxiv, and 
from the Fi,,' Reforms D .. pmeA therein referred to •. 
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constitute, for example, the Indian Civil Service; and that the other 
vacancies as they occurred should be filled by Indians as members of 
Provincial Services, whether the posts were added to the existing Pro
vincial Services or organised in superior divisions thereof. The arguments 
In support of this suggestion were as follows :-

(a) The quality of the Indians who have been recruited for some years 
past for the Indian Civil Service is not appreciably higher than 
the quality of the Indians recruited for the Provincial Services. 
If this is so, it is anomalous that Indians should be brigaded In 
diflerent Services with different status and different rates of 
pay. . 

(b) The rates of pay offered for the Provincial Services are iuiequate 
to obtain the best m,aterial available. If all Indian. were 
recruited on a Provincial' basis a considerable economy could 
be effected without any loss of efficiency, since the actual 
Indians recruited would be the same men. It is on this ground 
especially that this proposal has been put forward by some of 
the Retrenchment Committees, largely composed of non
official Indians, I.g., those in Bombay. the Central Provinces, 
and Bengal. 

(e) If the recruitment of Indians is continued on an All-India basis, 
certain Provinces will obtain a disproportionate share of appoint
ments, o .. lng to their possessing higher standards of education. 
Moreover, Provincial Governments have shown an increasing 
unwillingness to accept recruits from Provinces other than 
their own; and recruits so posted have not uncommonly felt 
themselves regarded by.local opinion as undesirable strangers 
and have not enjoyed the same prestige as might have been 
accorded to officials recruited on a Provincial basis. 

(d). If the Indian Civil Service were In future restricted to European 
recruitment, such recruitment would be stimulat"4. To serve 
In a European corps d' .lm, with its self-contained cadre and 
sequence of promotion, would remove some of the difficulties 
which at present tend to discourage young Englishmen from 
entering the service, • 

14. This case clearly deserved the fullest possible consideration, but 
the arguments that can be urged against it seem to outweigh those In its 
favour. They..." as follows :-; 

(G) It has been stated In paragraph 11 of this minute that the responsi
bility of Parliament for the reserved field of gnvernment In India 
is One of tho two cardinal principles In the present constitution, 
and that Parliament cannot properly discharge that responsi
bility, except through an agency recruited and controlled by the 
Secretary of State. It seems incompatible with those axioms 
to separete a public service which operates in a reserved depart
ment into two sections, one of which is European, recruited and 
controlled by the Secretary of State, and the other Indian, 
recruited and controlled by a Provincial Government. It makes 
no difference whether the agency is European or Indian; for 
the whole of it, and not merely a section, the Secretary of State 
and Parliament must be ultimately responsible. The machine 
which in each reserved department fuUils the higher duties of 
administration must be a single machine. From the Governor 
down to the youngest recruit it must feel it is a single body, 
performing one coherent task and obeying. in the last resort, one 
rule. M~ver, to bisect the Superior Civil Service. for ezamp\e, 
would prilduce the anomaly that one district in a Province would 
be in the charge of an officer amenable to no higher control 
than that of the Provincial Government and Legislature. while an 
adjacent district would be in the charge of an officer ultimately 
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controlled by the Secretary of State and Parliament; and it 
would produce the further anomaly that work in adja<:ent 
districts of precisely the same kind and requiring precisely the 
same qualities would be done by officers of different status and 
different prestige and paid at different rates. It is true that 
officers of the All-India services are, in the first instance, under 
the immediate control of the Provincial Government, but the 
ultimate control is still the Secretary of State's; and, as has 
been shown in paragraph II of this minute, that ultimate control 
means more than a constitutional formality. It is true, again, 
that the anomaly has been for some time in existence on a small 
scale. Under the system of listed posts, members of the 
Provincial Service have already been discharging the same 
functions as members of the Indian Civil Service. But the 
existence of an anomaly is no excuse for its perpetuation. still 
less for its extension to a wider field. And in all other Services 
than the Indian Civil Service, o~rs promoted from a Provin::ial 
Service have taken full rank as members of the All-India Service. 

(b) The policy of the European corps d',lile was vigorously repudiated 
by every representative, who gave evidence before the Com
mission, of the existing Indian members of the All- India Services. 
There are two main reasons for this attitude. First, they feel 
that the proposed bisection of the service would give to future 
Indian officers, both in their own eyes and in those of their 
people, a degrading sense of inferiority; and, secondly, they 
argue (and the evidence showed that the agrument is well 
founded) that, so far from requiring a lesser degree of such 
additional protection as membership of an All-India Service can 
afford from the antagonism and interference of local politicians 
than their European colleagues, they require it in an 'lIlual, if 
not sometimes in a greater, degree. 

(e) Not' would the bisection improve the position of the European 
officers. One of the difficulties uuder which they have been 
labouring is the racial antagonism which a certain class of 
politician has striven to ell:cite against them. When the extremist 
Indian newspapers inveigh against the .. Heaven-born service," 
they are thinking mainly of its European members. Separate 
these Europeans from their Indian fellow-officers. constitute 
them as a wholly European service, and you will greatly facilitate 
and intensify this kind of propaganda. I 

(d) To accept the principle, moreover, that, except in so farasEuropeans 
are required for the services operating in reserved fields, those 
services should be provincialised seems to prejudge the future 
development of the consitution. It is held in some quarters 
that the development of the consitution will ultimately lead to full 
Provincial autonomy; but this is not a matter with which this 
Royal Commission is concerned. It may well be that it will 
ultimately be decided to maintain, at any rate, the Services 
responsible for the maintenance of law and order on an All·India 
basis. To make proposals at this moment tendwg in'a contrary 
direction might seem to prejudice that decision. Some Indian 
witnesses, indeed, urged the importance of retaining the Superior 
Services on an All-India basis in order to constit1ile a check upon 
the excessive development of the spirit of Provincialism. To 
this school of thought the maintenance of All-India Services 
seems to be one of the means of building up a valid sense of Indian 
natwnality. It is Dot easy to accept this vie1", since, as has been 
remarked above, it has already proved difficult, if not impossible, 
to prevent recruitment from becoming more or less Provincialised 
within the framework of an All-Indian svstem. Still, even if this 
is an unavoidable necessity. it need conStitute no reason for the 
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abandonment of the whole idea of an All-India Service. As at 
present, so in: the future, Provincial Governments would still be 
able to appoint to their Provincial posts recruits domiciled in 
their own Provinces; and it might be recognised (as was 
suggested by at least one Local Gove=ent) that recruitment of 
Indians to the Indian Civil Service in future should be carried 
out, so to speak, iri Provincial compartments. 

(e) The last argument against bisection is by no means the least 
important. One of the greatest service ........ perhaps the greatest
which Englishmen have done for India has been the training which 
they have given to Indian officials in the methods and morals of 
public service. Consciously or unconsciously, merely through 
being associated with Englishmen in the same administrative 
body, working side by side with them on a footing of complete. 
equality, sharing equally in their pride in what the Service has 
done for India and in their hope of what it may yet do, manY,of 
t1\em have acquired an upnl d. corps and a sense of public duty 
the attainment of which by any other means must have been a 
long and difficult task. Equal comradeship with their Indian 
fellow-officers, on the other hand, has been one of the most 
eflective means of giving to European members of the Services 
a better understanding of the Indian character and a livelier 
appreciation of Indian aspirations. Surely the continuance of 
this two-fold process is one of the things best calculated to promote 
the future welfare of the Indian Empire. The task of training 
Indians in public service, on the one hand, and of implanting 
in Englishmen a fuller knowledge of India, on the other hand, 
is, relatively speaking, only just beginning. To bisect the 
Services, to put Indians and Englishmen in sepamte eompllrt
ments and. above all, to give the Englishmen an aloof and 
superior status, would mean the virtual .abandonment of that 
tssk. 

15. In the course of time the proportion of Englishmen needed for the 
public service of India will grow less; and it may be that the nature of the 
functions they will be required to perform therein will some day be radically 

,changed. In the future, therefore, it may be necessary to reconsider the , 
question of a separate organisation for English officials. But for the present 
and for yeaDl to come--as long, in fact, as Englishmen are employed as 
ordinary Civil Servants, still eonstituting a eonsiderable proportion of the 
whole body, tsking the same part as they do now in the administrative 
machine, and therefore doing the same work as Indian Civil Seryants
it seems essential (if the above arguments are sound) that they should be 
grouped as they are now, side by side with Indians in undivided services. 

(Sip'li) 
R. COUPLAND. 

Dat.d 39'" April. 1924. 
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'MINUTES BY PROFESSOR COUPLAND AND 
SIR CYRIL JACKSON. 

I. 

THE STAFFS' OF CHIEFS' COLLEGES. 

1. It was understood that the recommendation in paragraph 15 of 
the Report, with regard to the gradual rep1aoement of the Indian 
Educational Service by Provincial Services controlled by Local Govern
mente, would not apply to the reserved part of the educational field. 
Thus the recommendation does not affect the question of the appointment 
and control of the educational officers r"'l.uired for the C;hiefs' Colleges. 

2. As. regards the status of 'the staffs of the Chiefs' Colleges, the 
evidence tendered to the Commission seems to show that their position 
is markedly different from that of other memhers of the Indian Educational 
Service, and is somewhat anomalous. 

(a) It is clear that, apart from the question of reservation, these 
staffs cannot be appointed and controlled on a provincial basis, 
since (I) their work lies mainly outeide British India; (2) the 
boys at the Colleges are drawn either from territories wholly 
separate from British India, or from States within the areas 
of various Provinces and not of one only. For these and other 
reasons, political and financial, such an arrangement is evidently 
impracticable, and it bas not, as far as we are aware, been 
suggested. 

(b) But ·the maintenance of these staffs as members of the Indian 
Educational Service seems also unsatisfactory. In certain 
vital respecte their work is quite different from that of other 
members of that Service" It bas an important political side. 
It brings them into close relations with Indian States and 
their rulers, without which the training of Ku_s cannot be 
properly carried out. Moreover, they do not serve under the 
Educational Department, but, in theory at least, under the 
Foreign and Political Department of the Government of India. 

(c) If the present tendency to leave the financial support of the 
Colleges as far as possible to College funds continues, it eeems 
desirable, with a view to the contentment and efficiency of 
the existing etaifs and their proper recruitment, that they 
should be retained under official control, and this control, 
it is argued, could best be exercised through the department 
of the Government of India which is concerned with the Indian 
States. 

3. In the light of these considerations we are of opinion that the 
recrui\:Jl¥'nt and fina1 control of the Staffs of the Chiefs' ~lleges should 
remain as at present in the hands of the Secretary of State; but that 
the existing staffs and future recruite should be constituted an Educational 
Branch of the Foreign and Political Department of the Government of 
India. We would further suggest that, with regard to any consequential 
readjustmente of pay. it should be borne in mind ~ the cadre of those 
staffs is small and that therefore these important and responsible posts 
are relatively less advantageous to their holders and less attractive to 
potential recruite. . 
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II. 

THE OPEN COMPETITIVE EXAMINATION. 

1. To re·establish a full supply of fin;t-rate British recruits for the 
Indian Civil Service is. in our opinion, of the very finlt importance. It is 
to be hoped that the recommendations of the Report will go far to meet 
this end. But other possible considerations, though they may be 
relatively points of detail, should not be ignored, considering the difficulties 
which have so seriously obstructed recruitment in the last few years. 
We desire, therefore, to draw attention to certain features of the Open 
Competitive Examination as at present organised and their bearing on, 
what has hitherto been the most productive source of recruitment. 

2. For many yean; past Oxford University has supplied the largest 
pfoportion of British recruits for the Indian Civil Service. The following 
table gives the number and source of the successful candidates from 1910 
to 1914, and ,far each of the three years since the Open Competitive 
Examination was reintroduced after the war. • 

1910.1911. 1912. 1913. 1914. 1921. 1922. 1923. Total 

Oxford 38' 28' 19 19 17' 1 .5 3 128 
Cambridge 17 11' 12' 12 18 2 . 2' 74 
Other . English Uni-

versities I" 5 1 2 10 
Scottish Universities 4 2 4 5 6 22 
Irish UnivOnlities 3 5 4 3 16 

lOne previously at St. Andrew's and one at Auckland. 
• One previously at London. lOne previously at Cardiff. 
• One previously at Aberdeen. a One pIeviously at T.e. Dublin. 
• One previously at London. , One previously at Edinburgh. 

While recruitment needs stimulating at every source, clearly nothing 
should be done to check it at that .particular source which has hitherto 
been most productive and consistent; and we regard it as unfortunate 
that sometlling has already been done to that effect. Enquiries at Oxford 
have convinced us that the alterations made in 1919, and put in force in 
1921, in the system of paP"'" and marking for the Open Competitive 
Examination have already oparated to deter some good Oxford men from 
competing, and win continue so to oparate in the future. 

3. A very large proportion of the best Oxford men, and of those who 
have in the past been recruited for the Indian Civil Service, have been 
trained in the classical school, i.e., they have taken Hononr Moderations 
and the Final School of Literae Humaniores (" Greats "). Under the old 
regulations it was possible for such men to pass from their Final Schools 
in June to the Open Competitive Examination in August, with little 
intermedi.ate co cramming." since tho papers and marks were so arranged 
as to give full weight to the knowledge they had aoquired in their Oxford 
course. But, under the new regulations they are handicapijed in the 
following ways :-

(a) The marks now assigned to Philosophical subjects are relatively 
much lower. This tells against candidates who have worked at 
" Greats," beceuse Philosophy and Ancient (Greek and Roman) 
History'are virtually the only subjects studied in that SchooJ. 
and those who take it devote at least half, and in many cases . 
more than half, of their two and a half years' work to· an 
intensive study of Philosophy. 



126 REPORT OF THE ROYAL COMMISSION ON 

(b) As the regulations' stand. a candidate who is proficient in Greek 
and Roman History: which are an integral part of .. Greats," 
can only obtain credit for these subjects if he also takes the 
papers in Greek and Latin translation and composition. and 
has a general knowledge of Greek and Roman Literature. 
But if he is not a good pure scholar (and many of the best 
.. Greats" men are not). he is in the position of being compelled 
to take papers in which he is weak-a handicap of a kind to 
which no other candidatt'S are subject. TheTe c~ be no dis· 
advantage to candidates from other Universities in making 
it possible to take the history papers without the language 
papers and vice vel'sa, and the combination of the literature 
questions with the .language papers rather than with the history 
papers would probably be equally unobjectionable to them. 
Conversely the scholar whose interest has been more in lauguage 
and literature than in history is handicapped at present by being 
obliged to offer history as a condition of showino: his knowledge 
of literature. 

(c) The institution of General Papers. for all canaidates. dealing 
"mainly with contemporary and scientific subjects. is doubtless 
an improvement in the examination, but the title .. Science" 
which is given to one of these has proVEd a deterrent to some 
Oxf9rd men. In fact. the questions set have not been. and 
probably are not likely to be. over-technical ; and the word 
'~cience" is given a wide interpretation by the examiners. But it 
must be remembered that the effects of the refonned curricula 
whiCh are gradually being adopted in Public Schools can only 
make themselves felt very slowly. that the present generation 
of University men is practically untouchEd by them. and that 
they have not been able to combine any study of Science with 
their regular work at Oxford. It would be desirable. in our 
opinion, not to abandon scientific questions as part of the 
General Papers. but at any rate for the next few years. to set 
two General Papers. including the subjects of the present 
Science paper, but not making the Science questions com .. 
pulsory as at present. In a few years probably the eflects 
of the wider teaching of Science will be such as to justify the 
setting once more of papers on the lines of the present regula
tions. but there can be no question that at present the Science 
paper is a deterrent to good men. 

4. In the light of these considerations we strongly recommend that 
aU possible steps should "be taken to readjust the regulations-if only 
temporarily and in view of the present difficulties with regard to recruit
ment-so as to free the classical candidates from Oxford from the newly 
imposed handicaps and to restore to them the same kind of scope in the 
examination as they used to have. If the recommendation in the Report 
as to the ratio of recruitment for the Indian Civil Service is adopted. the 
nnmber of British recruits reqnired from year to year will not be large. But 
it is esssntial that all the vacancies should be filled; and it is more than ever 
necessary that those who fill them should be of first·rate quality. Under 
these circumstances we do not believe that other Universities would 
object to the restoration of the conditions of examination lfhich obtained 
before 1919. In so far as their own classical candidates have been exposed 
to the same handicaps as the Oxford .. Greats .. men, they will equally 
profit by their removal. 

Dakil SOtA April, 
1924 .. 

(Signed) 
R. COUPLAND, 
CYRIL JACKSON. 



THE SUPERIOR CIVIL SERVICES IN INDIA. 127 

MINUTE BY SIR REGINALD CRADDOCK UPON CERTAIN 
OF·THE CONCLYSIONS OF THE COMMISSION. 

After a term of service in India approaching 40 years (if my service as 
a Member of the Commission is included)-I884 to 1924-<>f which period 
over 15 years were spent in high office, it is perhaps permissible for me to 
place on record the reasons which have led me to agree in the recom
mendations contained in the Report. In a great many cases 1 have, of 
course, nothing to add to what is therein stated, but in the matter of 
Indianisation, the future provincialisation of certain departments now' 
manned by members of the All-India Services, the future civil medical 
administration of India; the special conditions of Burma, and generally 
u~n the remuneration of and concessions to members of the various 
SePVices, I desire to offer some supplementary observations based both on 
the evidence that I have heard as a Member of the Commission and upon 
my own experience of Indian Administrative problems. 

(I) lND1ANISATION. 

1. The case for Indianisation of the superior Civil Services is pressed 
mainly by the classes who take an interest in politics, have developed ... 
naLonai pride, and supply the educated material that finds employment in 
th""e Services. This class of opinion presses for the rapid replacement of 
British officers by Indian, and answers the doubts of more conservative 
minds by pointing out that it will be many years before the present genera
tion of British officers will serve out its time and disappear. On the other 
side, are representatives of the depressed or untouchable castes, of cultivat
ing classesilOf artizans, of Mohammedan sentiment and of other minorities. 
who fear that with the rapid disappearance of British personnel in the 
Indian Civil Service and Police, and even in the Education and Medical 
Departments, their own interests will be neglected by the upper cl ........ 
who, with the waning of British influence, will regain their old ascendancy 
and may use it to the prejudice of the ignorant masses. It is true that the 
best elements of Indian political thought genuinely regret the continuanoe 
of these old-time prejudices, and would like to see all these social bans 
removed; but the poor feel that the traditions of centuries are not likely 
to be broken if the British example. which has done so much towards making 
the first breach in them, should be too rapidly withdrawn. It is with both 
these opposite points of view in mind that I have concurred in the 
recommendations of the Report· regarding the various Services; which 
strike a just mean between the impatience of the politician and the 
consen'atism and genuine anxiety of 1arge communities who regard their 

,security as bound up \\;.th the continuance of British inspiration in the 
government of the country. 

2. TIle rates of Indilutisation proposed for the two security Services, 
the Indian Civil Service and the Indian Police. may seem .at first 
sight to involve too rapid a transformation of the composition of these two 
most importu.t Services, upon whose ability. integrity and impartiality 
the peaceful progress of the ""hole country and the stability of the Govern
m~nt. whatever form it may ultimately assume. must depend; for if onoe 
the magistracy. the revenue administrators and the Police force should 
become inefficient, the whole fabric of the State oullapses. and tbe c0n

stitutional reforms ~l""" would be plaoed in jeopardy. It is otherwise 
with the Services which demand professional or technical skill. Efficiency 
in th~m is most desirable, but not absolutely vital. Tbe difference between 
th";' Services and those has been taken into llCClOunt in past policy. and the 
same distinctions must clearly be observed in the policy for tbe future • 

•• 
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Indian Ciuil SfflJice. 
3. No one will deny that the progress made towards greater association 

with Indians in the Indian Civil Service had hefote the war been exceedingly, 
and, to Indian aspirations, most disappointingly slow. The attempt made 
more than 40 years ago to provide a nominated and non-competitive 
element in the Indian Civil Service under the designation of' Statutory 
Civilians had been abandoned after a short trial, and was superseded on the 
recommendations of the Commission of 1887 by a system of setting 
apart some superior posts to be known as If listed posts," to which senior 
members of the several Provincial Civil Services might aspir,e. The objective 
aimed at was to set apart one-sixth of the posts, judicial and executive, 
to be filled by promotion from the Provincial Civil Services; but the 
immediate transfer of such posts was impracticable without injury to the 
vested interests of the members of the Indian Civil Service, who had been 
recruited to 1iI1 all superior posts, including those to be transferred. The 
transfer had therefore necessarily to be a gradual one, but inasmuch I.S 
more than 35 years have elapsed, and the transfer is not yet completed, it 
would certainly seem that all Local Governments have not been bearing 
the matter sufficiently in mind, and that opportonities of transfer have been 
lost; for if with immediate effect the recruitment for the Indian Civil 
Service had been reduced by one-sixth, then the transfer could have been 
completed as soon as every Indian Civil Service officer of the year preceding 
the reduction had been provided with a superior post, and the process 
would have taken not more than 15 years--at most. Transfers also can be 
effected whenever a new superior post is created. The reasons for this 
slowness in effecting the transfer of the full number of listed posts in favour 
of the Provincial Civil Service were, first, that Local Governments hesitated 
about entrusting such important charges to members of the Provincial 
Civil Service as then constituted; secondly, that recruitment to the Indian 
Civil Service was based not upon five-sixths of the superior posts, but upon 
the total superior posts at any moment in existence less only th~ that had 
actually been transferred and listed. Consequently, lor the posts still 
awaiting transfer, fresb vested interests were coming into existence eac,J::J. 
year, thereby further retarding the transfer. At the time of our inquiry, 
in all the Provinces taken together, out of a total of 700 superior posts 
only 88 had been listed instead of 116, though a few additional transfers 
have heen prepared for by the creation of inferior listed pgsts, mainly 
judicial, incumbents of which will receive their promotion in due course. 

4. This slowness of transfer has naturally excited critioism in·lndian 
political circles and justifiable disappointment among the members of the 
various Provincial Civil Services. The Islington Commission preferreo an 
acceleration of Indianisation in the Indian Civil Service proper and the 
handing over of 40 superior judicial appointments for direct recruitment 
from the Bar, a proposal which ha.q excited some resentment among the 
members of the Provincial Judicia! Services. Indeed, the Islington 
Commission proposed that the number of listed posts should be reduced 
rather than increased. The evidence before our Commission, which 1 can 
confirm from my own knowledge and long expetience' of the officers of the 
Provincial Civil Service. is convincing that no such reduction should be 
effected. It would be unfair to the Provincial Civil Services and inexpedient 
in the interests of the country. Not a few authorities who have given 
evidence before us even consider that the Provincial Services can prod uee 
men in no way inferior to members of the Indian Civil Service. Our 
proposals therefcre in this respect go in the contrary direction to that taken 
by the Islington Commission, and we have recommended that 20 per.cent. 
of the total superior posts should be listed for the benei.t of the PrOVIDCia! 
Civil Services. In other words, these will rise from 88 to 140. 

5. I should like to add that it is doubtful whether so many as 40 out 
of these posts should be held pt'rmanently at the disposal of members of 
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the Bar. This may be a useful temporary expedient in Provinces such as 
Burma. in which the local judicial branch of the Provincial Civil Service 
has only recently been reorganised; but where,'er these Services are of 
long standing there is no guarantee at all that direct appointmentS to the 
post of Di~trict and Sessions Judge from the Bar will provide candidates 
who are in any way superior to those obtainable from the ranks of the 
subordinate' judiciary. It must not be forgotten that the Provincial 
Judicial Services themselves are largely recruited from young members 
of the Bar who are not over ·30 years of age, and it is well known that some 
of the best Judges in the Provincial Judicial Services were thus recruited. 
The pick of the senior Bar is hot likely to look at the emoluments of a 
District and Sessions Judge; for, the acceptance of such appointments 
by members of the Bar would, if they were able men, actually reduce their 
prospects of elevation to the High Court. If the best members of the Bar 
are not available for appointment to District and Sessions Judgeships, it 
wtluld be a serious injustice to the most deserving judicial officers if they 
were to be passed over for the sake of men of mediocre talents whose 
promotion, owing to their younger age, would also cause a permanent 
block in promotion. 

6. We have not in our Report made any suggestions as to the manner 
in which the .. additional listed posts should be filled by members of the 
Provincial Civil Services. The question is really one for Local Governments 
to consider. The vested interests of existing members of the Indian Civil 
Service cannot be disregarded, but it would be possible for the Local 
Government to transfer the most promising young men of the Provincial 
Civil Service to the status of Assistant Collectors or Assistant Commissioners, 
placing them below the Indian Civil Service recruits of the year of transfer. 
It would, however, be inexpedient to lay down any hard and fast rule of 
this kind, since so much must depend on the relative efficiency of the 
higher and.lower ranks of the Provincial Civil Service. The expectations 
of tl,e senior men of the Provincial Services must not be neglected. In any 
case, as recruitment by the method of competitive examination would be 
made only for 80 per cent. of the superior posts, there would be no risk 
of the interests of the Provincial' Services being overlooked, as was the 
case in the -past. 

7. I pasS now to the Indian Civil Service proper, as distinct from the 
listed posts to be filled by promotion. Up to the war, the number of 
Indian! who entered the Indian Civil Service through the open competition 
in London averaged 3i a year out of an average number of about 53 
vacancies, or under 7 per cent. The war completely disturbed all previous 
recruiting arrangements. and when. under the Montagu-Chelmsford scheme, 
the ratio of Indian recruitment was fixed at 33 per cent. rising by I i per 
cent. a year to 48 per cont.-this arrangement to have eflect from the year 
1920-thel"! were large arrears to be made up, and the numbers recruited 
each year have been in no settled ratio, as the following figures will show :-

Y ...... Briti,". II1d;,-.... Toldl. 

1915 \I 3 14 
1916 . 4 5 9 
1911 2 4 6 
1918 Nil 9 9 
1919 .. 62 39 101 
1920 ~4 6 50 

Total for six years ending 1920 123 66 189 

'-I •• 
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Since that date the relative figures have been a~ follows :-

Year. B,itish. Indians. Total. 

1921 30 25 55 
1922 9 24 33 
1923 21 15 36 

Total for last three y':'!rs sO 64 124 

Thus, over a period of nine years, which should on Donnal recruitment 
have added about 477 recruits to the Service, the actual total additions 
have only been 313, of whom 130, or nearly 42 per cent., have been Indians. 
From 1920 onwards to 1923 there should have been 212 recruits. There 
have only been 174, of whom 70 have been Indians, or 40 per cent. ()n 
the normal vacancies the Indians recruited amount to 33 per cent., and the 
British to 49 per cent., leaving some 18 per cent. unfilled, the deficiency 
being entirely in the British quota. The war and post-war recruitments. 
albeit due to circumstances which were unavoidable, have produced so 
unequal a distribution by years between the two races as is likely 
to prove embarrassing when the recruits of these years are due for 
promotion to superior posts; and it is of the utmost importance, therefore. 
that for the future fixed ratios should be preserved, so that the Service 
should not be in strata of race constitution, but rather that British and 
Indians should advance in the Service pari passu in fixed and definite ratios. 
It is on this account that I have accepted the proposed ratio of annual 
recruitment of 40 British to 40 Indians plus 20 promotions from the 
Provincial Civil Service to every 100 vacancies. the same to continue until 
the constitution of the whole Service is half and half, including listed posts. 
This proportion should be reached by 1939, and if these recruitment ratios 
have been maintained regularly there should not, by that time, in the 
ordinary course of events be any reason why these ratios should not be 
continued; but it is quite impossible to forecast the conditions that 
may prevail 15 years hence. It is impossible for anyone to 'say 
definitely that such and such a ratio fulfils certain definite tests, but in 
agreeing to these conclusions I have agreed to the largest measure of 
Indianisation which. while appearing to me to meet all reasonable.claims 
of Indians, will ensure that the British element in the Services sball not 
be too rapidly diminished. Under the existing system, the Indian ratio 
would be 39 per cent. for 1924, and 401 per cent. for 1925, including listed 
posts; but our recommendations raise the Indian fraction of recruitment 
to 60 per cent. again including listed posts, though it will be many years 
before the British element in the whole Service falls to that ratio of recruit
ment. . Time will disclose the quality of the material available in London 
and Allahabad under new conditions and unier new tests. By the time 
that the Statutory Commission of 1939 comes. to make its Report, the 
Indians already in the Service, and those recruited between the years 
1915 and 1920, will have completed 20 years' service, while those recruited 
during the next few years will at least have attained to suPfrlor posts, 80 
that there will be ample material before that Commission to enable it to 
form a judgment as to the future ratios of recruitment. In considering the 
margin of safety under present conditions, I have visualised. the position 
that 20 per cent. of the superior charges will be such as may safely be 
entrusted to the best material available from the Provihcial Civil Service. 
Of the remaining charges, presumably those of a more responsible character, 
the future recruitment will be half British and half Indian. 
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Indian Police Sel'fJice. 

II. In the case of the Indian Police, the proposals of the Report are 
designedly more cautious than in the case of the Indian Civil Service. 
For one thing, the proportion of Indians ab:eady serving in the Indian 

. Police Service is much smaller than in the Indian Civil Service; for another, 
while in the Indian Civil Service there are many posts not directly concerned 
with law and order, in the case of the Police there is scarcely a single post 
of which the incumbent ~ not directly dealing with the maintenance of 
public order and the detection of crime; and for a third, it is not a Service 
which has hitllerto attracted that precise type of Indian recruit which is 
likely to be most successful for work of this kind. Nevertheless, so much 
depends upon the continued efficlency of the Police Force over the whole 
of India that greater caution is essential, and, indeed, the evidence shows 
that even advanced political opinion is averse from as' rapid an Indianisation 
Qf the Police as it recommends in the case of other Services, not excluding 
the Indian Civil Service. Recent events have shown that communal 
differences have increased rather than diminished in bitterness since the 
advent of the Reforms, and that, without any rellection upon the courage 
ana integrity of Indian Police officers (and they have shown abundance 
of It) the Brltlsh officer's natural aloofness from these communal disputes 
is a source of confidence to all contending communities alike that in 
conllicts which may arise between them racial and religious prejudice will 
not be a factor when action has to be taken against offenders. I can, from 
my own experience, testify that however justly and impartially an Indian 
Police officer has acted in such cases his action is apt to be attributed to 
partiality with one of the contending sides, when a British Police officer, 
taking precisely similar action, would be exempt from any such imputation 
upon his good faith. In agreeing to the recommendation of the Report 
that half the future recruits shall be British. I have taken account of the 
fact that with the existing preponderance of the British element in the 
Police it will be some 2S years before the actual composition of the Indian 
Police Service corresponds to the half-and-half recruitment ratio which the 
Commission have recommended. The poor success that has been attained 
by direct recruitment to the Indian Police Service up to the present, and 
the reported !(reater efficiency of the officers promoted from the rank of 
Deputy Superintendents in the Provincial Police Services-an experience 
common td all Provinces-has }ed to the proposal to provide one-half of 
the recruitment of the Indian element by promotion, this proportion being 
even increased if the anticipated improvement in the quality of Indians 
directly recruited does not materialise. The proposals connote that if & 

quarter of the District Charges are entrusted to promoted Deputy 
Superintendents who have stood the test of experience. for the remaining 
charges recruitment shall be in the ratio of two Englishmen to one Indian, 
thus making them equal when all charges are taken into consideration. 

9. As regards direct recruitment, the material required is much more 
akin to that desired for Indian officers for the Indian Anny than to the 
more studious element attracted to the Indian Civil Service and to the 
professional and technical Services: but the experiment of direct recruit
ment is of such recent introduction that it is not yet possible to come to 
any clear con,c1usion on the subject. In agreeing to the recommendation 
that the proportion of British to Indian recruitment should be reduced 
from two-thirds at p""""'-t to one-half in future, I am fortified not only by 
the evidence of a good many reliable authorities, but by the concurrence 
in this proposal of my coUeague, Mr. Petrie. & distinguished Police officer 
of OWf 20 years' s~ding. whose experience has been a wide one, and who 
has also sp""ia1 knowledge of the conditions of the Punjab, a Province in 
"'hich caution in the matter of Indianisation is clearly as desirable as in 
any other part of India. 

(Imo) .0 
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(II) PROVINCIALJSATIO~ OF DEPARTMENTS NOW ADMINISTERED BY THE 

ALL-INDIA SERVICES. 

10. The Services that are affected by the recommendations that we 
have made are those working in the transferred field of government, namely, 
the Public Works {Buildings and Roads)--<?xcept in Assam-the Indian 
Forest Service in the two Provinces of Bombay and Burma, the Indian 
Educational Service, the Indian Agricultural Service, and the Indian 
Veterinary Service. I leave out for the momen.the Indian Medical Service, 
which requires special and separate treatmmt. I do not think that at the 
time when the Montagu-Chelmsford Refonr.s were instituted it was fully 
realised that recruitment for these Services on the present system and on 
an All-India basis might come to so abrupt a termination as our proposals 
involve. I have agreed to these proposals myself with great regret. It 
must, however, be explained with considerable stress that the members 
of all these All-India Services are not themselves being in any sense pro
vincialised. If our recommendations are accepted. it wou1d simply mean 
that all future recruiting for these Services will come to an end, but all the 
existing members retain their full rights and privileges as members 0' an 
All'lndia Service, and they will from that fact be entitled to any 
concessions which upon our recommendations or at any future time may be 
sanctioned for the benefit of the All-India Services generally. The step 
recommended is regarded by a large number of authorities in India, 
including several Local Governments, as the inevitable concomitant of 
the constitutional changes by which certain Departments have been 
transferred to the contiol of Ministers responsible to local legislatures. 
For the future, the terms on which new members will be recruited, the pro
portion of British recruits, if any, required, and the method by which they 
will be obtained, will be matters for each Local Government to settle for 
itself subject only to the reservation that the Public Service Commission to' 
be established under Section 96 C of the Government of India Act. 1919, will 
lay down the standard for admission to the newly provincialised Services. 
This is a very important reservation, and along with it must be considered 
our proposal that Provincial legislatures should forthwith pass Acts for 
the regulation of their Public Services, so as to remove all these Services 
from undesirable political pressure or transient poUtical bias. Several 
of those who have given evidence before us believe that the hostility from 
time to time shown by the new legislatUres is entirely occasioned by the 
fact that members of the All-India Services are imposed on them from 
outside, .and that fresh recruitment for those Services will indefinitely 
prolong these vested interests; but that, once control passes from the 
Secretary of State to the Government of India or to the Local Government 
in the transferred field as the case may be, all bias and animus will disappear. 
Time alone can show whether these anticipations are over sanguine or not. 
In the meantime, so far as Indianisation is concerned, it will be left entirely 
to each Local Government to decide wbetherthe existing Provincial Services 
as now constituted will suffice for their requirements, or whether higher .. 
paid officers, equal in status to those entering the All-India Services now, 
are still wanted, and, if so, what British element, if any, should still be 
recruited, and how it will be obtained. 

11. If special covenants between the recruit and the Loc • .! Government 
are found sufficient to attract and retain such British engineers, British 
forest officers, agricultural experts, educationalists and veterinary surgeons 
of the same standard as are now found in the present Services, and to the 
number that the Local Government may require, the,... is distinct advantage 
in an arrangement of this nature. But if British offie'ers of the required 
standard are not forthcoming on these terms, it will then be necessary for a 
Local Government to decide whether it will do without British officers 
altogether, or else approach the Secretary of State to recruit them on the 
same conditions as officers of the All-India Services are now recruited, and 
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under the same security of tenure. If this should occur, then such officem 
will not have heen imposed on the Ministers concerned, but will have been 
obtained by their own choice, and no prejudice against them could reason
ably be felt. This is the logical outcome"of the Reforms and of the transfer 
of these Departments to the administration of Ministers responsible to 
Local Legislatures. Nevertheless, no one who has served with and over 
these Services, as I have been privileged to do, can contemplate without 
profound regret their virtual disappearance as live and growing organisa
tions which have conferred and would, if they were to survive. continue 
to confer inestimable benefits on the people of the country. 

12. In the case of the Department of Public Works the Irrigation Branch 
of the Indian Service of Engineers, which has made for itself world-wide 
fame, has still a lease of life left it, but the Buildings and Roads Branch 
must slowly disappear as an All-India Service, partly because a great deal 
oJ the work which it has discharged is destined to devolve on local agency, 
and partly because with such excellent engineering colleges as exist in 
India there will be no lack of qualified Indian candidates to construct and 
maintain such works as still remain in provincial charge; but it will be 
maft.Y:("""S yet before this great All-India Service, with its high traditions, 
will diSappear. There are but few parts of India in which an efficient local 
engineering agency in the service of local bodies has yet heen created, and 
I trust that such alleviations as the Commission have been able to suggest 
will induce all existing members of the Service to serve out their full time 
and impart their high standards of skill, duty and integrity to those who 
come after them. 

13. The great sister Service, the Forests, is still, except in Bombay and 
Burma, controlled by the reserved side of government, and although we 
propose a higher ratio of Indianisation than has hitherto been adopted, the 
realisation of this ratio must depend upon the readiness of Indians to 
qualify themselves for a Service which has hitherto not made any serious 
appeal either to the Indian student or to the Indian parent. The projected 
improvements in the Forest College at Debra Dun may invoke a greater 
enthusiasm among Indians for a forest life than has yet been manifested. 
If so, well and good; but it is to be hoped that no Government in India. 
whether it be of Members or of Ministers, will allow itself to underrate the 
enormous iJpportance of the forest estate in India both to Indian agriculture 
and to Indian commerce. I have been closely associated with the two 
Provinces in India in which reserved forests cover the largest areas. The 
labours nf past generatio", of Forests officers have not been in vain, but 
the fruits nf these labours are still not fully to hand. Organised research 
is still very much in its youth, and it would be a lamentable event if forests 
ever came to be regarded as a department in w~ich inefficiency was of little 
consequence. The Provincial Forest Services have produced some excellent 
Forest officers, many of them, it must be said, Anglo-Indians, and it is 
not lack nf ability but lack nf inclination for the isolation and exposure nf a 
forest life that is most likely to militate against the more rapid Indianisation 
nf this great Service. 

14. The Indian Educational Service as an All-India Service, apart 
from isolated appointments, has had a shorter life than the Indian Service 
nf Engineers 9r the Indian Forest Service, but British recruitment, except 
in the esse of Burma, has almost brought itself to a close for lack nf candi
dates in later years, and most of the Provincial DirectolS nf Public 
Instruction in India reluctantly agreed that its continued maintenance 
as an All-India Service is no longer possible. There is no lack of competent 
Indian graduates 'to fill the educational posts in the public service. If 
British principals or professors are still wanted in the universities and . 
colleges, it will be possible for them tp be obtained on such special terms 
as will attract men of the required qua1ifications. On the administrative 
side there will be for some years to come members of the Indian Educationa1 
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Service, British and Indian, to 1iIl the posts, after which events will show 
whether a British element in educational work can be dispensed with, 01 
is proved to be still necessary. The Indian Educational Service has 
produced many distinguished men, and has played a very valuable part 
in the educational development of India. There are many Indians who 
look back with respect and affection to British principals of colleges and 
British headmasters of schools under whose hands they received their own 
education. It is indeed a matter for anxiety whether, when everything 
turns upon the successful education of young India in self~govemment on 
Western lines, it is the right time to cut off the supply of Englishmen, 
bringing with them the spirit of the West; but educatinn having been 
handed over to the control of Ministers, they must be left to find out for 
themselves whether they need British educational officers or not, and if 
they do, how best to obtain men of the requisite character and quaWica
tions; but it is not a department of state in which British officers are 
likely W be successful if it is felt that they have been imported against tlJG 
wishes of those who are most interested in education. 

15. The Indian Agricultural Service only came into existence in 1906, 
and in the 18 years that have followed it has achieved results of whic. it 
may well be proud. To one who, like myself, has had responsibility fur the 
agriculture of a Province before those days, and afterwards took a prominent 
part in fostering the working of the new Service and in expanding the 
personnel, the cessation of all British recruitment is specially regrettable; 
but one cannot resist the logic of events. The importance of the work that 
these pioneers of scientific agriculture have done to increase the agricultural 
prosperity of the country cannot be over estimated. and it can only be 
hoped that the present officers of this Service will not take their hands 
from the plough before it can be seen whether Indian successors of the 
requisite qualifications. initiative and 'vigour are forthcoming to replace 
them. It is a Service which ought to and could be carried on by Indian 
agency, but hitherto it has not been a very popular one with Indians; 
and men are wanted, not merely those who seek a livelihood after having 
failed to obtain it in other branches, but men who are really inspired with 
professional zeal and enthusiasm for playing their part in improving the 
lot of agriculturists in a country in which many millions of men d<pend 
entirely upon successful agriculture for their well-being and happiness. 
There are many vacancies m this department which are unfilled, and which 
will now be provincialised if our proposals are accepted. 

16. The Indian Veterinary Service as an All-India Service is also a very 
recent organisation. It is a department in which the subordinate agency 
has been forthcoming in abundance. An improved veterinary education 
has been able to provide a f_ officers for Provincial Veterinary Services, 
but up to the present only three Indians have qualified themselves 
for higher veterinary work by obtaining the diploma of M.R.C.V S. The 
department requires men not only of sufficient ability to pass the necessary 
examination. but those possessing fondness for animals. facility for handling 
them, and familiarity with rural life, which in Europe dl"3ws men to this 
profession. In this department also the Indianisation of the higher posts 
must be limited by the number of qua1iJied Indians available. If the ellort 
now being made in this direction proves successful, there is no reason why 
Local Governments should have any difficulty in finding suitagle candidates 
from among Indians possessing European qua1iJications, but the experiment 
of educating Indians for this profession up to the standard which prevails 
in Great Britain is a very recent one, and it remains to be seen whether the 
Service w;!11 prove attractive to the men who are likely t.s prove successful. 
Unlike the medical profession, the scope for private practice has hitherto 
been very limited, and the artificial stimulus of scholarships has been 
necessary to induce Indians to qua1ily themselves for the higher ranks of 
the veterinary· profession. 
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17. If all these departments are for the future provincialised, as is our 

recommendation, the Government of India will still require to recruit men 
for posts directly un"er the Centr .. l .Government. The very fact that all 
recruitment for these All-India Services in the Provinces will cease is an 
additional reason for the Government of India to insist upon high standards 
for the men directly serving under itself. It will be responsible for the 
work of these departments in all minor administrations, ,and it will be 
specially charged with the maintenance of central research. Institutions 
like Pusa, Dehra Dun and Muktesar, and so on, must be maintained, and 
it would certainly be expedient for the Government of India, with the 
provincialisation of the Veterinary Department, once more to appoint a 
Veterinary Adviser to advise both itself and, if need be, Local Governments 
in matters of cattle disease which may be of national or even international 
importance. There is scientific work to be done which knows no provincial 
boundaries, and it will be necessary for the Government of India to provide 
itself, expecially in such departments as Agriculture and Veterinary, with 
a few officers recruited under All-India Service conditions whose services 
can be lent occasionally·to particular ~vinces at particular times and for 
p~cular purposes. Hitherto it has been able to draw on Provinces for 
its own requirements, or occasionally for Indian States. In future, with 
Services variously recruited in the diiierent Provinces. this source of supply 
may not always be open. The Provinces of India have not yet become 
separate States, and, even were they to be so constituted in future, the 
Central Government could not be entirely unconcerned with matters of 
such vital importance to the country as a whole as the progress of'agricul
tuml or veterinarY science. Animal ,transport has not yet been entirely 
superseded for military purposes. The staple crops of the various Provinces 
are not of purely local importance. The Burma rice crop. the Punjab 
Wheat, and the Bombay and Berar cotton, affect the whole of India. The 
hide trade is not confined to any single Province, and foreign restrictions 
against India with regard to the export of hides would have very serious 
results. 

18. In the case of education there is not, of course, the same necessity for 
a central institution. The Chiefs' Colleges have to be manned, and for a 
long time to come British members on the teaching staft will be required. 
Except in Burma. European and Anglo-Indian education is under the 
reserved si~e of government, but the disposition of the legislatures towards 
it may at some time compel the Central Government to take it over. 
Europeans contribute very largely in proportion to their numbers to 
income tax and customs, \lamely, to central revenues, and there would be 
a certain fitness if European education became the special charge of the 
Government of India. 

19. Bearing 'all these considerations in m .. d, I have come to the con
clusion with the rest of my colleagues that the carrying out of the work of 
these departments operating in the transferred field in the Provinces must 
be left to Provincial Governments, and that Ministers can no longer be 
compelled to indent upon the Secretary of State for the oontinuance of 
these Services on an All-India basis. The Central Government will likewise 
be free to recruit officers for its own requirements and at its own pleasure, 
if it so decides through the Public Service Commission in India, or if it 
prefers through the Secretary of State in England. In fact, it will in the 
case of all such officers exercise the same discretion as we have recommended 
for its own Central Services, excepting only those quasi security Services, 
th" Railways, the Telegraph Engineers, the Customs, and Political, 
which we ha"" recommended to continue under the control of the Secretary 
of State. These-last are the Central Services upon which the military 
security and the oommerciaI credit of the oountry depend. ~ the case 
of the Political Department, the foreign relatinns of the country, both 
with the interior Indian States and the neighbouring Asiatic powelS and 
independent tribal organisations. require the services of officers drawn either 
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from the Indian Civil Service or the Army, and no separate recruiting 
a.l!angements are necessary. In respect of all the Scientific Services, it 
w1lI, under our proposals, rest entirely with the Government of India to 
'decide from" time to time the source of recruitmen't and the extent of 
Indianisation. 

(IIIl MEDICAL ADMINISTRATION. 

20. This is one of the mostdif!icult problems with which the Commission 
have had to deal. There has been a very strong feeling expressed in many 
quarters that an Indian Civil Medical Service should be created, and that the 
anomaly of a Military Medical Service responsible also for the civil medical 
administration of the country should be brought to an end. Various 
solutions have been proposed by various responsible authorities, military 
and civil, but every scheme that has been put forward in the past by the 
{lne or the other has been criticised as failing to meet the needs of the 
rountry either military or civil as the case may be. The demand fdi' 
Indianisation, by some said to be too slow and by others too fast, has 
i.ntroduced a third fac~or into the oontroversy. and a fourth is the desire 
for recognition and promotion by medical officers of the Provincial Medical 
Services, the class generally known as Civil Assistant Surgeons. who have 
enjoyed the best medical education that India can offer, while some of its 
members have added to their qualifications by study in Great Britain and 
the acquisition of British medical degrees. A fifth factor is the cry of the 
Indian medical profession that they are shut out of all share in the plums 
of the profession in their own country by the members, British and Indian 
alike, of the Indian Medical Service. A sixth and very important factor 
is the claim of Englishmen in the Services, a demand that has the support 
of the non-official European community, that men of British race serving 
in India are entitled to the services of doctors of their own race, more 
especially for the treatment of their wives and families. Seventhly and 
lastly, the sett1ement of these controversies has been complicated by 
the fact that civil medical administration, including public health, has 
been placed in the transferred field, and that the constitution of the 
medical services in the.Provinces is therefore a matter that should be decided 
by Ministers in accordance with the wishes of the local legislatures. All 
the controversy and delay in decision which these conflicting interests 
and claims have brought about has further been aggravated by the 
fact that they have coincided in time with a period in which, as a 
consequence of the war, there was a serious shortage in the out-tum of 
trained medical men from the British medical schools, while the out-tum 
of the products of medical colleges in India has not been Similarly curtailed. 
The solution of these problems, which we have suggested as set out in 
paragraph 23 of the Report, represents, I think, an attempt to give to all 
these claims such proportionate weight as each seems to deserve consistently 
with none of them being neglected. 

21. Speaking for myself personally, the problem is one with which I 
have been familiar for many years past, both in theory and in practical 
experience, and from the point of view of that experience I can ouly 
agree with my colleagnes in the tribute that has been paid in the body of 
the Report to the great Services that have been rendered to India by the 
Indian Medical Service, and I can only express my own personal regret 
that, if our recommendations are accepted, there will be DO successors 
under that honourable designation to carry on their great work; but if 
their lineal successors are found in the Royal Army lIJedical Corps (India) 
which we seek to create, the change would be one of naqle only and not of 
traditiods, for that portion of the personnel at least should be of the same 
quality and high standard that has ever distingnished the officers of the 
Indian Medical Service. There has appeared to me to be no choice, for 
events have shown clearly that there is no longer any room in India for two 
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military medicaI services competing with one another for the best medical 
talent. The present Royal Army Medical Corps sui\ers from the lack of 
scope and variety which civil medical work offers; while the prospects 
of work in the Indian Medical Service have been painted ill. such dark 
colours in recent years in England that the best medical talent has feared 
to commit itself 'to a wholly Indian career. The officer enteriIJ.g the Royal 
Army Medical Corps (India) will not be so committed until he has had an 
opportunity of personal contact with the country, and the manner of life 
and attractions which it offers, and even then, if he ofiers himself for civil 
employment, he will not be finally committed for a period of years; but it 
would not be practical politics to attempt to create a civil medical serviCl! 
in India without any regard at all to the requirements of the Army. 

22. It has been the fashion since the great war to assert that the reserve 
value of the Indian Medical Service has been .found wanting·. No regular 
paid reserve could ever be contemplated in peace-time in any country that 
IIufficed for the needs of a world-wide war. What is required in India is 
a reserve sufficient to meet the medical contingencies of such frontier 
campaigns or small overseas expeditions as the relations of India with her 
neighbours may from time to time, in the light of past experience, render 
possible. Consequently, if the prudent reserve necessary to provide 
against these contingencies is to be maintained, it cannot be as a surplus 
medical staff swelling the Army estimates and kickiIJ.g its heels in idleness, 
but must be employed rendering service to the country and improving 
its own practice and experience in civil employment. The strength of 
that reserve will, in the first place, determine the number of Royal Army 
Medical Corps (India) officers in civil lomploy. This number has to be 
contrasted with the. necessary British element that has to be provided in 
civil medical administration; and the strength of this British element has 
te be computed by the Secretary of State in consultation with the Govern
ment of India and Local Governments. The directions in the matter that 
he has already given will stand or be modified according to the results of 
the application to the various Provinces of the principles which we have 
'iUggested. In so far as the Royal Army Medical Corps (India) provides 
oflicers to form the essential British element, that proportion is secure. For 
any balance the Government of India and the Local Governments will have 
to look to' the suggested new civil medical service. If suitable British 
medical officers are forthcoming in sufficient numbers in that Service 
to provide that balance on standards pronounced to be adequate by the 
highest authority, then the problem is settled; but if not, the Royal 
Army Medical Corps (India) will either h!' asked to increase its reserve to 
make up the deficiency, or the Secretary of State will have to make it good 
by special recruitment and on terms which will ensure the supply. The 
minimum British element for the civil medical requirements of India 
having been provided in one or other of these ways, the remaining officers 
of the Civil Medical Service will consist of those successful in the examina
tions to be held in England and in India, the number of vacancies being 
<Ietermined by the Local Governments concerned, who, subject to the 
reservations outlined above, will contrul their Civil Medical Services and 
are at liberty to allot such posts as they think proper to officers of the 
Civil Assistant Surgeon class. 

23. The "cheme is thus calculated to meet the various demands that 
have been made, but its chances of success depend, so far as the British 
~ent is concerned, entirely upon the attractions of Indian Service for 
young British medical men. With the many safeguards that will exist 
for the security.of career once the supply of medical men in England is 
again normal, service in India should regain its old attractions as affording 
scope to the specialist and the research worker, British or Indian. Tbe 
reservations made doubtless invade to some extent the liberty of the 
traJIsferred field, but these reservations ~ limited to what is strictly 



138 REPORT OF THE IlOYAL COMMISSION ON 

necessary. Medical service in India is peculiarly Western, and requires for 
its maintenance continuous touch with Great Britain, for, while there 
are no special Indian systems of engineering, forestry or scientific agricul
ture, there are very ancient systems of medicine which attract large 
numbers, of adherents and practitioners, and. in the sphere of medicine 
as distinct from surgery, compete with Western medical science. 

24. I would wish to add some observations regarding the Indian Medical 
Department. I have seen a great deal of the work done by officers of this 
Department, and I can only express the hope that this valuable supply 
will not be neglected by Local Governments. This Department affords a 
very useful avenue of employment for the domiciled community, and has 
supplied in the past many capable District Medical Office", who, to my 
own knowledge, have won the confidence of all classes of the community 
and all races: 

25. As regards the complaints of the private medical practitioner, there 
is plenty of room for all; but in a country like India it would be quite 
impossible to abandon the public medical services and depend upon private 
practitioners for carrying on district medical charges, superintending jails, 
and taking charge of hospitals maintained wholly or mainly from public 
funds. Men of this class will be able to quote British precedents with more 
justice when large hospitals and medical schools and colleges have been 
organised by themselves and they have been able to enlist the benefactions 
of the rich among their fellow countrymen for the support of such institu
tions supplementary to Government efforts. Only very small beginnings 
have been made in that direction in India, and even these lean largely 
upon Government grants. In the 'meantime the door is not shut against 
eminent Indian medical men outside Government service, who may be 
appointed as honorary surgeons or physicians in large hospitals, and will 
be eligible amongst others for appointment to scientific chairs in medical 
COlleges. 

26. The remaining questions on which 1 have ventured to record notes 
supplementary to the Report are the special circumstances of Burma 
and a scheme for the emoluments of the Services. These notes are con .. 
tained iri separate appendices. 

Da~.d 30th A. p,il, 
1924. 

(Signed) 

REGL.'I!ALD CRADDOCK. 
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MINUTE BY SIR REGINALD CRADDOCK ON THE 
APPLICATION OF THE ROYAL COMMISSION'S 

PROPOSALS TO BURMA. 

The short time at its disposal rendered it impossible for the Royal 
Commission to visit Burma, and although some official and non-official 
witnesses from Burma were heard in Calcutta, yet it was inevitable that 
the same local touch could not be established as was the case in Provinces 
in which the Commission were able to spend several days, and thus to 
ahsorb local colour and sentiment as distinct from the more formal evidence 
given by witnesses. . 

As I am the only Member of the Commission who, as the result of my 
five years' office as Lieutenant-Governor of Burma (which terminated Ies& 
ftJ.an one and a half years ago), am acquainted with Burma, I have thought 
it proper to supplement the observations contained in the Report with my 
own personal knowledge of the Province and its people. 

2. I concur.entirely in the general conclusion of the Report that, so far. 
as the application of principles is concerned. there is no case for differen
tiating Burma from India. We may, and should, aim at the same results 
and the same processes. No other conclusion would be acceptable to 
articulate Burmese opinion. There is an intense national pride in Burma, 
and a recommendation which carried with it even a suggestion that an 
educated Burman would not hold his own with an educated Indian 
would provoke hostile feelings not entirely confined to political circles. 
It was the same with the Constitutional Reforms. The Burmese would 

, not rest content with any scheme which, in their view, fell short of the 
scheme granted to India., and that not so much because of the intrinsic 
merits or demerits of this scheme or that one, but because anything less 
than that granted to Indian Provinces suggested that the Burmese were 
less fitted than the Indians for political progress. They Can point to many 
characteristics and circumstances which make Burma as a country more 
favourable soil for the growth of democratic institutions than a huge 
subcontinent like India with its 306,000.000 of people and divers races 
and creed... Indeed, there is not in India any race or creed possessing 
anything like the predominance over other races and creeds that in 
Burma is enjoyed by the Burmese professing the Buddhist faith. While 
the Burmese resmt any comparison with India that suggests inferiority. 
they themselves are the first ,"0 dwell upon difference of character, mental. 
ity and genius which distinguish them from the representatives of the 
Indian races with whom they have come into contact in Burma. The 
ahsence of all caste and of a landed aristocracy also tells in favour of 
democratic institutions in Burma. 

It is not necessary to balance 'the differences in character which mark 
the people of Burma as quite distinct from the Indian races: but. on the 
other hand, while on a quality basis the same principles and processes are 
applicable the quantity test must of necessity vary. All the proposals 
of the Report in connection with the Indianisation of the Services are 
.... tirely deM"dent upon a sufficient supply of qualified Indians being 
available, and the same limitation must accompany the application to. 
Burma of the reorganisation of the Services there. _ 

S. It is in this latter respect that Burma presents some special 
features. Seconciary and University education have been, as compared 
with the rest of India, in so backward a state that the Dumber of 
graduates in Burma has, until quite recently, been very small. Until 
1920, when the Rangoon University was created, the two colleges in
Rangoon were the only colleges in Burma and were affiliated to the 
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Calcutta University, and those few Bunnans who sought education 
outside Burma almost invariably preferred to go to England to British 
Universiti~ in preference to enrolling themselves in Indian colleges. 
Indeed, the number of Burman graduates of the Calcutta University up to 
the year 1920 only totalled some 400 from the date of the establishment of 
colleges in Bunna. With the creation of their own University the 
prospects of higher education in Burma bave much brightened, and 
simultaneously efforts have been co~centrated on the improvement of 
English education in the schools as well as on increasing their number. 
There is no doubt that for the size of the Province these high schools are 
insufficient in numbers, and in many cases deficient in standard. 

4. In respect of technical and professional education Burma is still 
more backward. It has bad an engineering school, but one only capable 
of turnlng out subordinates for the Public Works Department. It bas 
had an excellent forest school which provided trained men but again 
only for the subordinate forest service, and it has had a medical school il! 
Rangoon which was, however, mainly attended by Anglo-Indians, Anglo
Burmans and Indians domiciled in Burma, though of recent years efforts 
to induce more Bunnese to enter the medical profession have met with 
greater ·success. It was only in the'subordinate forest service that the 
Burmese element largely predominated. In the other technical services 
there was merely a sprinkling of Burmese who had attended . institutions 
like the engineering colleges of Roorkee and Sibpur and medical institutions 
at Calcutta. 

The Agricnltural College at lIfandalay will only be opened this year, 
but during the last few years Burmans have been sent with State scholar
ships to the Agricultural College at Poona, and a few Burmans bave also 
been sent for technical training in England. as Government scholars. 

5. The two Services in which the non-European element is almost 
entirely Burman are the Provincial Civil Service, to which Indians were 
not admitted unless long domiciled in Burma. and the subordinate 
Forest Service. In the Public Works Department and the lIfedical 
Department there were a fair number of Burmese subordinates. Efforts 
are now being made to establish higher forest courses as a branch of the 
Rangoon University and similar University courses in medicine and 
engineering. but some time must elapse before these new departments 
in higher professional education tum out a sufficient supply of qualified 
men to meet all local needs. It follows from these remarks that, with the 
exception of the Provincial Civil Service, the number of Burmans in the 
higher Services are at present extremely few, and I proceed to give an 
analysis of their numbers as ascertained from the latest Burma Civil List. 

6. The distribution of races in the Services in Burma on 1st January. 
1924, was as follows :-

(I) BU""II Commissw...-The BunDa Commission has 142 officers 
on the executive side, and 26 officers on thejudicial side, or a total of 168. 
There are, in addition, 8 temporary and otliciating posts, making 176 in 
all. Of these. 6 permanent posts are held by officers of the Provincial 
Service and 5 judicial posts to which appointments bave been made 
direct from the Bar. Of the temporary and officiating posts, Ii are held by 
members of the Provincial Service and 2 by members of the Bar. There 
are only 2 Indians in the I.C.S. in Burma; one is retiring on a proportionate 
pension and the other is a· Judge. In the I.C.S. proper there are only 
4 Burmans, dating from 1922, and they have passed no competitive 
examinatinn at all. Counting all the posts, permanenlf and temporary. 
held by members of the Provincial Service and the Bar, the total number 
of Burmans is 16 out of 176, and of the remaining 160, 2 are Indians. 
the rest being all British officers. of whom 2 I are military officers of the 
Commission. 
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(2) Burma Frontier S ... i ... -In the newly constituted Burma Frontier 
Service, which is outside the jurisdiction of the Legislative Council alto
gether, and deals with tracts entirely excluded from the Reform Scheme, 
and administered by the Governor himself, there are at present 36 officers. 
Two only are .Burmans, holdiug Treasury charges. Burmans strongly 
dislike work whioh entails great isolation among non-Burman populations. 
The remaining 34 officers are all British. 

(3) Provincial and Subordinata Civil ServicBs.-In the Provinci;U Civil 
Service, of a total of 141 officers 30 are British or Anglo-Indians, and in 
the Judicial Provincial Service there are 6 Anglo-Burmese. All the rest 
are Burmese. Even in the subordinate Civil Service there still remain 
4 Anglo-Burmese. 

(4) India .. Police S.rvicB.-There are, in all, 91 officers of the Indian 
Police Service in Burma. Among these there are 2 Burmans who hold 
substantive appointments as Superintendents of Police, and there are 
S- more senior Burman officers who were officiating in these appoint
ments. On the 1st January last there were also 2 more Burman. junior 
in the Service who were officiating in district charges. Altogether out of 
the 91 officers in the Indian Police Service in Burma, there are only 
7 Burmans, 5 of whom are only holdiug officiating appointments as 
district superi1\tendents. 

(5) Provincial Polic. S.rvice.-In the Provincial Police Service there 
are 43 permanent and 5 temporary Deputy Superintendents, of whom 
26 and 3 respectively are Burman • .' There are 2 Indians and all the rest 
are Europeans and Anglo-Indians or Anglo-Burmese. There are also 
10 officiating Deputy Superintendents, of whom 6 are Burmans and I is 
an Indian. 

(6) I"dia" Agricultural Service.-The officers of the Indian Agricultural 
Service in Bur'm.a are. with one exception. newly recruited officers from 
England. There are only two vacancies still to be filled, and some time 
must elapse before qualified Burmans will be found who are fitted to 6\1 
them. This is clear from an examination of the present Provincial Agri
cultural Service. The sanctioned cadre for this Service of Assistant 
Directors is 19, but only 4 of these vacancies have been filled up to the 
present, while there are 2 Indians outside the cadre on three years' contracts, 
one of these being employed as a research assistant in chemistry and the 
other as a' lecturer in botany. These two Indians will. apparently, 
if they prove themselves capable, be appointed to the cadre of Assistant 
Directors in the absence of any qualified Burmese candidates . 

. (7) Indi"" V.tori .. ...,. Service.-So far as this Service is concerned 
6 appointments have been made to a cadre of 9 in the Provincial Agri
cultural Service; One of these officers is at present officiating temporarily 
in the Indian Veterinary Service. The 2 more senior men in the Pre-
vincial Veterinary Service are both Indians. ' 

(8) Indiats Fores' Service.-The whole strength of the Service in Burma 
is I Chief Conservator of Forests, 9 Conservators and 109 Deputy and 
Assistant Conservators. Out of these 119 officers there are only 2 Burmans 
'to be found, and they were recently promoted from the Provincial Service. 
This strength includes 8 forest engineers and there are some timber ""JleI1:s 
and assistants~ all of whom were trained either in America or by European 
firms in Burma itself. For this latter class of work there are no Indians 
or Burmans at present available. 

(9) Provincial Fom" Serviu.-Apart from' the Provincial Services, 
there are. Extra-Deputy Conservators of the old cadre. All of these belong 
to tI>e domiciled community. In tI>e Provincial Forest Service, known as the 
Burma Forest Service, the sanctioned cadre is 109, but there are only 69 
officers at present appointed, of whom 23 are Burmans. or one-third of tI>e 
total. Of these 23 all 'but 3 or " have been appointed since 1921. 
so that even in the Provincial Forest Service the entry of BllImaDS is quite 
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a recent departure. There is one Anglo-Burman, calling himself by an 
Indian name, in this Service, 

(10) Indian Educational Service.-In this Service the whole cadre 
should be 37 officers, but 7 posts are vacant, and there are only 30 officers 
actually serving. Of these 30, 2 are Indians and 2 only are Burmans, the 
rest being Europeans. . 

(11) B..",.,. Educational Seruice.-In the Burma Educational Service 
proper there are 41 posts. These are held by 2 Chinamen, 11 Indians and 
12 Burmans, the rest being Anglo-Indians. Five Bwmans are, however, 
officiating. 

In the 28 Government High Schools, 6 headmasterships are held by 
Burmans and 2 by Indians, the remainder being held by Europeans' and 
Anglo-Indians. Among the Professors and Lecturers of University College, 
Rangoon (the only Government College in Burma), out of a total of 37 
there are 9 Indians and only 5 Burmans, and the Bunnans have not yet 
progressed beyond the stage of Assistant Lecturers. The remaining 2S . 
appointments are all held by British officers. 

(12) Indian S • .viCl! of Enginel11' •. -There are altogether in the I.S.E. in 
Burma S6 officers, of whom 8 are Indians and 5 are Burmans. All these 
Indians and Burmans are still in' the rank of Assistant Executive Engineers, 
a1though 2 or 3 of them occasionally officiate as Executive Engineers. 
There are 7 officers in the Sanitary Engineering branch, and among the 
Assistant Sanitary Engineers quite recently appointed are I Indiao and 
I Burman. There are 45 temporary engineers in addition, of whom 12 are 
Indians and only I is a Burman. 

(13) Burma Enginewing Se.vice.-Tumingnow to the Burma Engineer
ing Service, the full strength ought to be 100, but up to January only 54 had 
been procurable. Of these 54, 34 were Indians and only 5 were Burmans. 

There are still, survivors of the old upper subordinate set'Vice in a little 
class by themselves, II sub-<mgineers who are quaIified as engineers. Of 
these 11, 5 are Indians and only I is a Burman. 

Taking all these officers, they come to 203 in all, of whom 60 are Indians 
and only 13 are Burmans. 

To take the Irrigation Branch only in the I.S.E., there are 3 Burmans 
and 7 Indians out of 23 officers in the Provincial or Burma Engineering 
Service. Of the 13 officers on the Irrigation side. 7 are Indians and 2 Bur
mans. Among the temporary engineers numberiog 12, 5 are Indians and 
there are Bunnans. 

(14) Medical Depam.unt.-The total strength of the I.M.S. in Burma 
is 34, which includes 2 Indians and I Burman. There are 4 special appoint
ments in connection with hospitals set apart for private practitioners, 
and 3 of these are held by Bunnans, the fourth being a European. There 
are 4 special medical appointments called permanent civil surgeons, the 
survivors of a larger number. These 4 posts are now occupied by Indians, 
all the European members of this small local Service having retired. There 
are 58 civil and military assistant surgeons holding special charges. Of 
these 26 are Indians and 10 are Burmans. In the Port Health Dept. there are 
4 officers, of whom 2 are Indians. Out of the 104 medical officers, therefore, 
34 are Indians and only 14 are Burmans. The Civil List does not contain 
the sub-assistant surgeons, of whom there are over 200 in Burma, but the 
larger proportion of these appointments is held bf Indians, hr, as already 
stated, it is only in recent years that it bas been possible to induce Burmans 
to enter 'the Rangoon Medical School. 

(15) Central SenJice.s.-In the Central Services there are very few Bww 
mans indeed, the reason being that men enteriog the Central Services, 
such as Customs, Posts and Telegraph. are liable to derve anywhere in 
India, and as Bunnans are never anxious to serve in India they have no 
amhition to enter the Central Services in any numbers. In the Accounts 
Department there have been, however. 2 Burmans, who entered that Set'Vice 
many years ago, and, it may be added, distinguished themselves in it. 
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. Generally, it may be said that the Burman is not over fond of routine 
work. In the districts the clerks are mainly Burmans, with some domiciled 
Europeans, Anglo-Indians and Anglo-Burmese, but at the Central Offices 
in Rangoon, such as the Secretariat, the Offices of the Accountant-General 
and of other heads of Departments Indian clerks largely preponderate. 
Local Post Offices are largely manned by Indian Sub-Postmasters, with 
European Postmasters in the larger places. There is a large Indian 
personnel in the Railways, but although great efiorts have been made of 
late years to induce more Burmans to enter these offices and departments 
the success has not been very great. 

7. It will be clear from the above analysis that as regards the progressive 
association of Burmans in the higher Services. however great may be our 
desire to fill them with Burmans up to the appointed ratio, the practical 
difficulty of finding qualliied men will for a considerable time make it 
exceedingly difficult for this ratio to be reached. In the Indian Civil 
S'ervice there might not be, perhaps, the same difficulty, for the Provincial 
and Subordinate Civil Services have been for many years past, since the 
annexation of Upper Burma, the almost close preserve of Burmang, the 
few educated men who were turned out at the schools and colleges having 
found no difficulty in obtaining appointments in the Subordinate Civil 
Service, from which they were able to rise to the Provincial Civil Service. 
But for some time to come the officers at the top of the Provincial Civil 

. Service will be officers who have not the educational qualifications of the 
. younger men. A great many of them do not know English at all: and 

many more had only reached standards like the fifth, sixth and seventh 
before they left school. Of the younger men there is now a considerable 
majority of graduates, and as the older men retire their place will be 
taken by successors with better education, though perhaps with not more 
practical ability than the older men, many of whom, 1 am glad to say, 
do work which will hold its own with the work done by the senior officers 
in the various Provincial Civil Services in India. I do not anticipate, 
therefore, thRt there will be much difficulty in supplying the quota of 
officers to hold superior charges from the ranks of the Provincial Services. 
But with the I.C.S. thecaseis somewhat dilierent. It was only in 1923 that 
the first Burman succeeded in winning a place in the London examination : 
he has not yet joined his appointment in Burma. But as stated in the 
analysis abeve the only four Burmans entitled to write I.C.S. after their 
name were appointed by nomination. It is difficult to say to what extent 
Burmans will in future enter for the Allahabad examination for the I.C.S., 
even if that examination is held in compartments by Provinces, .. scheme 
which has much to commend it and which is, indeed, essential in the case 
of Burma. It might be difficult to find qualified candidates since before a 
candidate can be selected in the Allahabad lmamination he must at least 
obtain qualifying marks. The number of Burmans who may hope to 
succeed in London in future is also somewhat problematical, for although 
Burmans are by no means lacking in capacity they are not so good in tho 
examination room as the best candidates from Bengal. Madras and 

• Bombay. 
As the schools Improve, the grounding in English is better, and 

the Rangoon University has time to develop its various courses, the supply 
of qualified Bltrmans will certainly increase: but in the meantime. in order 
to preserve tho ratio fixed for India, tho examination test may break 
down. At least this is a possibility which must be faced. 

8. It so hap~ that a competitive test in Burma is .. far bettor test for 
the public service than it is in India, for in India _ have constantly to 
take precautions lest the more nimble witted candidates from the South 
should succeed in excluding candidates from the North. We ha .... to 
provide. if possible. for a reasonable ratio in the service of Mahom<dans, 
wh~o e<lucation, as a community, is more backward than that of Hinduo. 
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We have to see that the lande<'l gentry and martial races find some repre
sentatives in the Services. But in Burma there is no need.· for such differen ... 
tiation in order to secure definite representation of the various classes. 
The Burmese student is not so fond of hard work as the Indian student, 
who frequently overworks himself, a complaint which is not common in 
Burma.. The result is that the examination test in Burma is more calculated 
to bring to the front the boys who have the most grit and perseverance 
as well as those most gifted with brains. It would, therefore, be a great 
pity if the required ratio of Burmans in the I.C.S. had to be obtained by 
the process of nomination for want of successful candidates in the 
competitions in London and Allahabad. It is almost certain that such 
nominated candidates would have to be obtained from the ranks of the 
Provincial Civil Service, and it would certainly be a great temptation 
to Burmese students, and to their parents, not to incur the risks and expense 
of an education in England if the same prizes could be won by a much 
cheaper education in Burma and as the result of nomination. 

9. Similar difficulties will result in the case of the Indian Police, but in 
that.Service it is a matter of less moment whether candidates are procured 
9Y" the road of examination or by the road of promotion from the Provincial 
Police Service. In fact, if examination tests fail to secure candidates for 
the Indian Police Service in Burma there is but slight objection to all the 
candidates for the Services being obtained from the ranks of Deputy 
Superintendents who added to a reasonable education the qualification 
of having discharge4 their duties well in that capacity. 

10. In the case of tbe professional and technical services, the difficulties 
are very much greater. One may stretch a point when appointing young 
men to the Provincial Civil Services, or even to the I.C.S .. if tbey have 
secur~d good degrees at the University, but one cannot appoint Burmans, 
or members of any other race, to be engineers, forest officers or doctors 
if they have not passed all the necessary professional tests after a thoroughly 
reliable training. As I have stated above in this note, every effort 
has been, and iI! being, made to equip Burma with institutions of its 
own where such professional training will be available, for it is useless 
to disguise the fact that the engineering, forest, and medical colleges in 
India do not attract the Burmese student. If he has to leave Burma at all 
for his education, both his parents and himself generally have their eye 
upon a training in Europe or America, and naturally this source of qualiJied 
Burman. is limited by the fact that not many Burmese parents are prepared 
~ go to the great expense involved of sending their sons to Europe for a 
long course of training in these various professions. . 

11. A somewhat delicate question arises in connection with the manner 
in which th~ Burmese ratio in the Civil Services should be filled up in the 
event of qualiJied BurmanS not being available in sufficient numbers. 
Indians find it difficult to realise that the Burmese themselves are averse 
from having these vacancies filled up by Indians. It is quite certain that if 
by a difference in the course of history Burma had been included in the 
British Empire before India, and that if a large number of Burmans became 
qualiJied in Western education in advance of Indians, the Indians would. 
not have liked to have their country flooded by educated Burmans, 
and the converse is the case with Burma at the present time. 

It is quite true that at the time of the annexation of lJpper Burma, 
1st January, 1887, when a large influx of British officers of all Services became 
an obvious necessity, the qualiJied subordinates in all these Services were only 
procurable from India, and there were numbers of Indians anxious and willing 
to take up these appointments. At that time the attitude of the Burmese 
people was one of some indifference. They had no particular desire for 
English education, they regarded government as one of the five necessary 
evils, with which the less you had to do the better, and tbey accepted Its 
decrees and orders with resignation. As there were no Burmans with the 
necessary quali1ications for all these professional and technical services, .and 
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as Indians were imported to fill these posts, the Burmese were too ind.i1ferent 
to raise any objection. But of late years there has been such a rapid 
awakening in Burma in political circles, and even outside them, that ·th. 
cry of Burma for the Burmese has penetrated even into the village!!: 
Associations have sprung up all over the country for the stimulation of 
national aspirations, and these aspirations were greatly fostered by British 
officers themselves during the war when recruitment for newly formed 
Burmese regiments was carried on with great vigour and enthusiasm. 

The cry of Burma for the Burmese has therefore come to stay, and 
although certain Burmese politicians may not be anxious for the moment to 
oftend Indian politicians in Burma who have been assisting them in voicing 
their national aspirations, yet. at the same time, no one who knows the 
country can possibly affirm truthfully that an inJiux of Indians to fill Burman 
vacancies in the Services would be generally welcomed by the people of 
Burma. So far as the Services working in the reserved field are concerned, the . 
Secretary of State will naturally be charged with filling the vacancies in 
these Serv,ices by British or Burmese candidates, according as he may find 
p'ossible, but in the case of the Services working in the transferred field 
It will be left to the Local Government, in this case the Governor acting 
with his Ministers, to fill the Services with suitable qualified candidates. 
But so far as the Indian Civil Service is concerned, the few Indians who were 
appointed in the past have either succeeded in obtaining a transfer back to 
India, or, if they remained, have never ceased to make eftorts to obtain 
such a transfer, and, as already stated, there is only one of these now in the 
Burma Commission, so that, even under old conditions, the Government of 
India had accepted the Burma Government's representation that Indians 
should not in future be posted to the I.C.S. in Burma. 

12. Greater difficulty will be felt in the engineering. forest and ~edical 
departments, but it is left to the Local Government to decide on the 
composition of these Services. A few years ago, when the question was 
discussed whether the Indian Forest Service should be trained in Europe 
or at Dellra Dun, the Burma Go'vernment expressed a preference for training 
in Europe, even if the rest of India preferred the Debra Dun education. 
It was contended, and the contention, I think, holds good to this day, that 
the unpopularity of Debra Dun with Burmans would militate against 

. the supply of qualified B\lrmese candidates who would be more likely 
forthcoming if the training were conductl"i in Europe. It seems most 
probable that the Bllrma Government, with whom the decision will tie, 
will prefer to obtain its forest officers through the Secretary of State, even 
though they may be working in a transferred department. The. forests of 
Burma cover an area of 100,000 square miles, an area larger than that of 
Great Britain, Bengal. or Bihar and Orissa. Up to the present only 20,000 
squar.. miles are reserved forests, bllt there are a great many unclassed 
forests, which will have to be reserved both in the interests of the Pr0-
vincial revenue and for the benefit of the agricultural population. 

Moreover, the forests in Burma are a magnificent asset to the country. 
The revenue is already 2l crores per annum, and as time goes on may be 
expected to attain to double that amount. There are numerons valuable 
timbers which have still to he exploited, in addition to the 1arge production 
of teak for which Burma is famous. 

Under exiiting orders the percentage of direct recruitment of Burmans 
for the Indian Forest Service has been fixed at 25 for the period of 5 years 
from 1921, and in addition recruitment by promotion from the Provincial 
FO{eSt Service into the All-India Service has been fixed at 121 per cent. of 
the posts in the All-India Services. In Provinces where forests are still 
a resarved subject the British proportion in the proposals of the Report 
has been reduoed to 25, provided always that the necessary Indian candi
dates are forthcoming. It will be, however, obviously impossible for the 
present to find sufficient Burmans for the 75 per cent. ratio, especially 
\\"11... it is remembered thet up to the present they have shown. no . 
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enthusiasm for service in forests. The Burman who lives in the districts, 
and among or in the neighbourhood of the forests, makes an excellent 
forester, but tbe Burman who can pass tbe necessary educational tests does 
hot generally care for tbe isolation and hardship of a forest officer's life. 

The recent higher forest courses in Rangoon have been well filled, and 
surplus candidates could not be admitted, but it is by no means certain that 
all those who have put their names down for these courses and entered for 
tbem 1"ill persevere in tbeir effort to a later stage. At any rate, the decision 
is left witb tbe Goveromentof Burma to obtain its qualified forest officers 
in tbe best way tbat it can, and tbe road is open to tbem if tbey so prefer 
it to obtain for tbeir forest service tbe.same cIass of candidate and by tbe 
same methods as Local Governments will employ in Provinces where 
forests are still reserved. 

13. In tbe case of tbe Medical Department, tbe Government of Burma 
will, under tbe proposals of tbe Report indent for tbe prescribed number 
of offic"", from tbe R.A.M.C. (India), and it will have to decide how, ha~g 
obtained tbe necessary number of British Officers, it is to find tbe rest. 
It will have tbe option of continuing to employ officers of the Indian 
Medical Department, viz., military assistant surgeons of whom it is already 
employing some 19 officers, seven in charge of districts as civil surgeons. 

The same liberty will be accorded to tbe Local Government in respect 
of tbe other services working in tbe transferred field and it will be open 
to the Governor and his l'vIinisters to recruit Indians with scientific attain· 
ments when no Bunnans are forthcoming; or they may, if they prefer it, 
recruit British officers to fill vacancies in tbe same way as tbey have always 
been obtained through tbe Secretary of State, or by direct recruitment 
if they can secure competent recruits in that way .. 

Dal.d 30lh Afwil, 
1924. 

(Signed) 

REGINALD CRADDOCK. 
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MINUTE BY SIR REGINALD CRADDOCK ON THE 
EMOLUMENTS OF THE SUPERiOR CIVIL SERVICES 

IN INDIA. 

I have accepted, though with some reluctance, the scheme of improved 
emoluments for the All-India Services which is explained in the Report, 
for I recognise the great value of agreed proposals and the better chance of 
speedy acceptance by the various authorities concerned of recommendations 
which have the force'o,f unanimity behind them. I recoguise also that the 
scheme in the Report does afiord a substantial meaSure of relief to the 
Sttrvices in respect of passages. remittances, pensions and in some other 
particulars, all of which, taken together, will lighten them of s"ome of 
the heavy expenditure that now falls upon them owing to the changed 
conditions both in India and in England. . 

2. But my colleagues, Indian and British alike, have approved the 
proposal that I should include in an Appendix to the Report an explanation 
of the scheme which I laid before them, in case at a later period, if Indian 
finances improve, and savings due to increased Indianisation begin to 
accrue, some further amelioration of the emoluments of Englishmen. 
serving in India may be found practicable. 'I accordingly submit my 
scheme for what it may be worth with such explanation as is necessary 

3. Immense pains were taken by Local Govemments, the Governmentof 
India and the Secreta(}' of State in devising the time-scales for the vanous 
Services which were announced during the years 191&--21. But owing to 
the facts that the process of revision »egan in 1917 before the rise in prices 
that was taking place in India could be properly appraised, that the 
Services were in the first instance dealt with one by one, that in 1920-21 
the enormous rise in ~change took place which upset all calculations, that 
the principle of overseas pay was adopted after some time-scales had been 
announced, and that the amount of it was the subject of much debate;· 
while the new idea of technical pay in the case of engineers trained in 
England was superimposed at a comparatiVely late date, it was inevitaille 
that a great deal of tinkering and patching had to be employed, with the 
result that a oomparison of the present time-scales of various Services 
shows irritating diflerences, and, indeed, a number of anomalies, between 
the different Services for which there is no explanation of substance. It is 
really impossible to justify annual increments of only Rs.25 per mensem 
in the case of the Police as oompared with increments of Rs.50 in other 
Services. Indeed, the rate of annual iricreuient in the Police is smaller 
in many instances than in some of the Provincial Services. It is impossible 
to justify a system under which such sister services as the Indian Service 
of Engineers and the In!lian Forest Service chase each other up the tim .... 
scale, now one and now the other forging ahead. It is impossible also to 
hold that the Indian Agricultura\ Service should be Rs.5O behind the Indian 
Educational Srrvios. If really good men are to be attracted and maintained 
in contentment in any of these Services, they must be men with a good 
general education and of high character who have specialised in some 
particular branch of knowledge. There might be possible di1Ierences in 
market value in England between this or that profession according to the 
tluctuating supply'and demll.nd of the moment; but when onoe men so 
educated have been brought out for a life career in India, there is nothing 
in their style of living and their home expenditu ... , nor, indeed, in their 
,relatiV<l usefulness to the country which can be weighed exactly by 
difterences of Rs.25, Rs.50 ore'"", Rs.loo a month. Korcanit be alleged 
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that the prizes available to one Departmental Service can be on a much 
lesser scale than those available to another. In this matter exact 
similarity is not always attained; but marked differences should be 
avoided. There also does not appear to be any sound justification for 
having many different Service periods at which overseas pay rises, and 
these differences have obviously been caused by difficulties in adjusting 
basic and total pay rather than by inherent differences. 

The standard of pay which I put forward in my scheme for all the 
Departmental Services is drawn up with due reference to the various points 
noticed above. 

4. The principle has been universally accepted that the Indian Civil 
Service as a premier service. namely, the one that has to discharge the widest 
responsibilities of all, should be paid on a higher scale than the other 
Services, all of which are responsible only for the single department which is 
in their charge. But, if the Indian Civil Service, and in some respects the 
Indian 'Medical Service. be excluded, there is no solid reason why o~e 
Service should be paid any higher or any lower than the others. The Police 
have been paid at a lower scale than the rest for many years, though this 
was not so marked some 40 years ago ,: but, as young British recruits come 
out at the school leaving age and h~ve not had to go through an expensive 
University or technical or professional education, the lower rate of 
remnneration was thQught to be justified. It is quite proper that boys 
of 20, who come out to learn their work in India, should not be paid quite 
so highly as young men who start at ages from 23 to 25, after an expensive 
course of training. But once these boys in the Police have reached the 
age of the young men of the other Services, there is no further reason for 
keeping up the differentiation. Even if their education, general or pro
fessioo.al, is not comparable to that of their brother officers in the other 
Services, the responsibilities that they have to discharge, the unpopularity 
which is their lot, the risks and dangers that they have to face, may surely 
be taken as counter-balancing a cheaper initial education. There are officers 
in the ranks of the Police who can hold their own with any officers in India, 
and it is now more than ever essential that the Indian Police Service should 
contain the best material, British and Indian, and that it should be of the 
same class that enters the Army. If it is once concede!i that the Police 
should be paid on the same scale as other Departmental Services, then this 
is an additional argument for paying these Services the same.- 1 will now 
set out my scheme. 

(A) Basic Pay. 
5. During the three first years of the young Police officer's service, the 

basic pay is slightly increaSed so as to make it more attractive to the young 
Indian candidate. It is at present scarcely more attractive than many 
Provincial Services. On the other hand the overseas pay is retained at 
Rs.125 for three years and is, I think, sufficient for boys of ages 20 to 23. 

6. Except for this single deviation, the basic pay for alI the Services 
other than the Indian Civil Service and the Indian Medical Service (which 
Services are separately considered), starts in the 4th year of the Police and 
the 1st year of the other Services, at Rs.400 and rises to Rs. I ,iOO in the 26th 
year of the Police and the 23rd year of the other Services. The increments 
are mostly Rs.SO per mensem a year, with occasional pauses of one year. 
The maximum basic pay on the junior scale is Rs.9SO, attained in the 
15th year (Police 18th), though, of course, it is extremely improbable that 
any officer, unless inefficient, will be 90 long on the 'junior scale. The 
difference between the junior and senior scale is calculated to give an 
officer officiating in a superior post an increase of Rs.lSO over the pay of 
the junior scale. The technical pay in the Public Works Department IS. 
generally absorbed into the basic pay. 
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(B)Ov ....... Pay. 
7. As regards overseas pay (aga,in excepting the first three years of the 

Police) the rates which I have proposed are the same for all Services, 
inclnding both the Indian Medical Service and the Indian Civil Service. 
It is impossible to give an absolutely exact age scale,. but the approximate 
average age of each Service (Police excepted) is assumed at 24 for the 1st 
year's service (Police 4th year's service), and on that basis it is not likely 
to be out by more than a year either way, and the rates of overseas pay 
are adjusted as follows.. . 

Uttd .. 30, firsl s;" years of service (Poli"" 4Ih-9I1I), Rs.150. 
It is reckoned that an officer will be married about 29 or 30, and i .. 

Ih. 71h yea. (Polic. 10th) Ih ... or ..... pay "SOS 10 Rs.250. 
A I .... appro,;;", .. 1e av .. ag. age of 34, the 11th year of service (Police 

14th) wben a small family may be expected, Ih. ov ....... pay is ,ais.d 10 
Rs.300. 
• AI a .. appr';;;",ale av .. age ace of 40, 17th year of service (Police 20th) 

when the children have to be educated in England, the last rise of overseas 
pay up to Rs.350 takes place. 

8. After full reflection I do not find it desirable to reduce Indian basic 
ray; if any All-India Services are closed to future entrants, and the work 
of the department transferred is carried out by Provincial Services, the 
Ministers concerned will doubtless fix the rates of pay. But $0 long as 
any Services are maintained as All-India Services, the basic pay must 
be decidedly higher than the normal rates of Provincial Services, and the 
discrepancy between the Indian and British official's pay in rupees must 
not be too large. 

The maximum of Rs.25O overseas pay hitherto sanctioned was on a 
very low scale as compared with the heavy expenditure entailed by home 
charges, but I have not seen my way to propose a rise above Rs.35O. This 
will, however, be accompanied by certain exchange benefits which I will 
proceed to describe. 

(C) Sterling R""iua""" B .... jiIs. 
9. I have been, like many others, a consistent opponent of any differen

tiation between hachelors and married men; but the logic of events has 
compelled iIle to change my tuind. There is a very general impression that 
tl,e pay in the Services is fairly adequate for bachelors except in some of 
the lower paid Services; but there is abundant evidence that the married 
officers, especially those with children to be educated, are often in a state 
of penury. A Police officer, for example, aged 40, baving a wife in England 
and two children to educate, would be receiving Rs.1,300 a month. His 
wife and children in England will cost him £600 a year at a very moderate 
computation. He ,,~ll have to remit Rs.75O a month. leaving himself 
Rs.55O to live on. By the time that he has paid income tax, provident 
fund deductions and an insurance premium, he will have less to live on in 
India tl,an the latest joined recruit of 21 years of age. There are hundreds 
of cases in the Services like this, and the bome charges are often larger 
than the {600 mentioned. It is obvious, therefore, that if an attempt 
is to be made to gi'''' really substantial benefits to the married officer which 
the bachelor iI; to share in. the bachelor will be overpaid and the State will 
be put to needless expense. My scheme therefure provides for overseas 
pay to be paid in sterling, or remitted, at 2s. to the rupee only in the case of 
mapied officers. and not in the case of bachelors or childless widowers. 
If an officer in the,early years of his Service has a wife and family in India, 
he can derive the benefit of remitting his sterling overseas pay back to 
India at current rates if he chooses; but I cannot see any case for a 
bacllelor being allo\\'ed to speculate in exchange at the cost of .the State, 
and I consider that the rupee pay including overseas pay should amply 
suffice for the bachelor officer. 



150 REPORT OF THE ROYAL COMMISSION ON 

10. I have, however, a further concession to suggest which should be 
limited to officers a.ctually having a child or children to educate in Europe, 
namely, that he should be allowed to remit at 2s. to the rupee out of his 
ordinary pay a sum equivalent to half his overseas pay. The reasons for 
this proposal are :-. 

(I) To avoid making too great a difference between Indian basic pay 
and the total pay drawn by British officers the maximum 
of overseas pay proposed by me is Rs.3S0 which converted at 
2s. to the rupee is stilI not adequate to meet the heavy expenses 
of a young family at school or college in England. 

(2) That in the interests of the State any extra relief granted should be 
rigidly restricted to the a.ctual cases where need is felt. 

(3) That it is most desirable that the State should do nothing to 
discourage either the bringing into existence of small families 
or the proper education of the children, for under present circuV" 
stances so many families are content with having one child only~ 
that the class which have supplied officers to the Army and to 
the Civil Services in India is likely to diminish and with them 
all the traditional hereditary connections with India which have 
been so valuable in the past. It is very necessary that officers 
in the Indian Services should not be any longer in the position 

.of discouraging their sons from entering on an Indian career. 

To make clear the improvement in emoluments which this scheme of 
remittances of Rs.1O to the pound confers, 1 put down certain figures :

Overseas pay, Rs.ISO at Is.4d. = £120 a year . 
.. 2s. = £180 
Benefit = £60 

Rs.2S0 at Is. 4d. = £200 
.. 2s. = £300 
Benefit = £ 100 

Rs.300 at Is. 4d. = £240 
.. 2s. = £360 
Benefit = £120 

.. Rs.3S0 at Is. 4d. = £280 
.. 2s. = £420 
Benefit = £140 

All married officers would enjoy these benefits over and above the rupe<> 
pay, at the following approximate average ages :-

Ages below 30 £60 per annum 
.. 30 to 33 £100 
.. 34 to 39 £120 
.. 40 and over.. £140 

These are equivalent to a further increase of rupee overseas pay if 
exchange were at Is. 4d. of Rs.7S, Rs.12S, Rs.ISO and Rs.I75 per mensem 
respectively. 

The additional benefits recommended for officers having a child or 
children in Europe would be half these amounts in addition, making a total 
benefit of £150, £180 and £210 when the overseas pay is Rs.250, Rs.300 
and Rs.3S0 respectively (there are not likely to be officers below 30 having 
children being educated in England. If a stray case should occur the total 
benefit will be £90). An officer on Rs.I.300 at age 35, having two children 
being educated in England costing him £480 a year, would now be remitting 
Rs.600 a month, leaving himself only Rs.700 to maintain himself and his 
wife in India. He would, under this scheme, be drawiflg overseas pay of 
1ts.300 instead of .Rs.250 at present, and he would be entitled to remit 
Rs.450 at 2s. to the rupee. He would thus only require to remit RsA.800 
a year or Rs.400 a month instead of Rs.600, and he would be entitled to 
remit another Rs.50 a month, worth £60 a year instead of £40. At the age 
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of 40 his pay would be Rs.I,500, and he could remit Rs.525 at 2s., pro
ducing £52 lOs. Od. a month or £630 a year, leaving himself over Rs.900 
a month to live on in India. 

11. Apart from the increase of Rs.IOO in the overseas pay which is 
common to all officers, the- extra 'COst to Government 'WOuld be equiva
lent to Rs.175, plus Rs.87, = Rs.262, per mensem, but that is the 
maximum liability of the State for any officer, and only when the rupee is 
at h. 4d. If the rupee rises above this, the State gains by the rise. This 
maximum liability is only incurred in the case of officers who are 40 years 
old, and then only if they have children being educated in Europe •. All 
these remittance benefits would appear in the exchange accounts of the 
High Commissioner. They would fluctuate with the fluctuations of ex
change, and vary with the varying circumstances of the officer, so that they 
could not be shown in rupees on the Civil Lists. I now proceed to comment 
upon the various Services as affected by my scheme.' .. 

INDIAN MSDICAL SERVICE. 

12. This Service has been treated and must continue to be treated by 
itself, because of its connection. with the Army. If, as is recommended in 
the Report, the Indian Medical Service is replaced for future recruits by 
officers from a Royal Army Medical Corps (in India), the scale of salaries 
would natura.Jly be those of the Indian Medical Service. It is necessary 
that this ServiClO should be attractive, and although private practice con
tinues, it is much less than it used to be, while in the case of prize appoint
ments there is likely to be greater competition in the future. 

13. The pay of this Service is distributed by Army rank. A comparison 
of the pay sanctioned in 1920 with my new scale for purely Civil Depart
mental Services and with the overseas pay revised as in my scheme. shows 
that for the first nine years the Indian Medical Service scale is slightly 
better than the standard, and the same occurs from the twenty-first year 
onwards when the officer attains the rank of a Lieutenant-Colonel. I 
think that on the whole it is fair to count the Captain with the junior scale 
and the Major with the senior scale. The weak point in the present scale 
seems to me the small addition to pay when an officer is first promoted to 
Major'. rank. If Rs.lOO be added to the basic scale of the Major's pay for 
the first two years, Rs.ISO in the third year, nothing in the fourth, and 
Rs.SO for tha next two, and if overseas pay is fixed according to the standard 
I have-proposed, this will, without altering much the general scheme of the 
basic scale, give required relief in the middle married years and prevent 
any grievance by comparison with the other Services. It merely. means 
brilliting in the rise to Rs.I,IOO on the present scale one year earlier. Once 
an officer has been a Lieutenant-Colonel for three years his pay IXImpares 
with the selection grades of other Services. 

The comparison for these particular years is as follows :-
Pros ... " Proposed. 

0..... Ovw- C-P-
. Rank. Basi.. S«IS. ToMl. Basic. $OGS ToMl. slmtd4r!l 

Pay. Pay. my. 
Rs. Rs. Rs. Rs. Rs. Rs. Rs . 

. Major, 13th 950 2SO 1,200 I,OSO 300 1.350 1,350 
14th 9SO 2SO 1,200 I,OSO 300 1,350 1,350 
15th 950 2SO 1,200 1,100 300 1,400 1,0100 
16th 1,100 250 1,3S0 1,100 300 1,0100 1,400 

~,17th 1,100 2S0 1,350 I,ISO 350 1,500 1,500 
18th 1.100 2SO 1,350 USO 350 1,500 1,500 
19th I,~SO 2SO 1,500 1,2SO 350 1,600 I,SSO 
20th 1,2SO 250 1;500 1.250 3SO 1,600 1,600 

In effect the Major's basic pay will rise e,""Y two years instead of every 
three. Except for this I propose no other change in the basic pay of the 
Indian lIIedical Service. 
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The subsequent stages will be :-

Lieutenant-Colonel, 24th 
25th 

.. .. 26th 
Lieutenant-Colonel on selected list 

Basic. 
Rs. 

1,600 
1,600 
1,700 
1,650 

INDIAN CIVIL SERVICE . 

Overseas Pay. 
Rs, 
350 
3S0 
3SO 
3S0 

Total. 
Rs. 

1,9S0 
1,950 
2,OSO 
2,200 

. 14. The Indian Civil Service has always been paid more highly than the 
uncovenanted Services so called, but 40 years ago the disparity was much 
greater than it is at present, and in the revisions of 1919 to 1921 the Indian 
Civil Service were given much less than the other Services. Owing to the 
grade system which was then superseded by the time-scale,.it is exceedingly 
difficult to estimate the exact percentage of increase which the time-scale 
gave, because on the graded system, when there was no marked block, an 
officer got windfalls by acting two grades higher than his permanent one 
for short periods. It was thought when the time-scale was introduced that 
it would raise general pay hyabout 15 per cent., but later calculations have 
shown that the increase was actually not more than 8 per cent. Probably 
10 per cent. would be an outside estimate. Even now, however, the 
bachelor in the Indian Civil Service is not at all badly off. His ordinary 
pay rises on a time-scale from Rs.600 to Rs.2.S00, and he has many 
appointments open to him while he is still on the time-scale carrying 
allowances of Rs.1S0 to Rs.2S0 a month. Of appointments above the 
time-scale tbere are also more carrying higher pay than in other Services. 
Besides Commissioners of Division in all Provinces except Madras (where 
the time-scale is higher) there are such appointments as Financial Com
missionerships, Members of Boards of Revenue, Judicial appointments 
and numerous appointments under the Government of India and in the 
Government of India Secretariat. In all the circumstances I feel that, 
so far as the time-scale is concerned, basic pay does not require much 
change. But the Service should receive exactly the same benefits in regard 
to overseas pay and exchange advantages as are accorded to all the 
Services. The rupee value of these overseas benefits represenls not more 
than 4 per cent. increase on the present time-scale, but the sterling benetits 
will be substantial in the case of' all married officers, and will raise tlie 
advantage on the time-scale to about 14 per cent. 

IS. There are, however, a few slight adjustments in the basic pay that 
I have to suggest. In the fourth year junior scale I make the total pay 
Rs.800 a year only. The young officer is beginning to do very valuable 
work in charge of a sulHiivision, and under the old graded system he began 
to act in higher grades of Rs.900 and sometimes even Rs.I,OOO at this 
stage in his service. I therefore propose the following small changes :-

Presem. P.oposea. 
Basic. Ov"seas Total. Basic. Ov ... seas Total. 

Yea.. Pay. fay. 
Rs. Rs. Rs. Rs. Rs. Rs. 

4th 600 ISO 7SO 650 ISO BOO 
5th 6S0 ISO 800 650 ISO 81)1} 
6th 700 ISO 850 7511 ISO 900 

In the senior scale, again in the 6th year, I would increase the basic pay 
by Rs.SO, making it Rs.1.100 instead of Rs.1,OSO, or total pay Rs.1.2SO 
instead of Rs.I,200. This corresponds with the increase in the junior scale 
in the 6th year. In the 10th and 12th years I get rid of the Rs.75 increase, 
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and these years will compare aB' follows, the overseas pay being revised aB 
in my scheme. 

Year, 

9th 
10th 
11th 
12th 

PYIseng. 
Basic. OllerS64S 

Pay. 
Rs. 
200 
200 
200 
250 

Rs. 
1,200 
1,275 
1,350 
1,425 

Tolal. 

Rs. 
1,400 
1,475 
1,550 
1,675 

Proposed, 
Basic. Overseas Tolal, 

Pay. 
Rs. 

1,200 
1,300 
1,350 
1,450 

Rs. 
250' 
250 
300 
300 

Rs. 
1,450 
1,550 
1,650 
1,750 

Lastly, in the 19th and 20th years, I propose to fix the basic pay at 
Rs.2,150 which will, with the Rs.350 overseas pay make pay,for the 19th, 
20th and 21st years an even sum of Rs.2,500. . 

The comparison will b&-
P,.sml. p,oposeel. 

Y,a,. Basic. O' .... as Total. Basic. 0. ....... Total. 
Pay. Pay. 

Rs. Rs. Rs. Rs. Rs. Rs. 
17th 1,900 250 2,150 1,900 350 2,250 
18th 2,000 250 2,250 2,000 350 2,350 
19th 2,050 250 2,300 2,150 350 2,500 
20th 2,100 250 2,350 2,150 350 2,500 
21st 2,150 250 2,400 2,150 350 2,500 

A Collector used to jump from Rs.I,SOO to Rs.2,250 on the graded 
system and frequently officiated on the higher pay for quite long periods. 
In the revision of pay of 1919 to 1920 the addition of overseas payof Rs.250 
raised the Rs.I,SOO to Rs.2,050 and the Rs.2,250 to Rs.2,500, but it 
takes an officer six years to lisp from Rs.2,ooO to Rs.2,500. Hence I 
propose a quicker rise with a pause. All these adjustments though helpful 
to the officer concerned in these particular years only cause the basic pay 
for the whole period to be increased by I per cent. 

RmiULT OF ApPUCATION Ott PROPOSALS. 

16. Th ... result of these proposals aB affecting the Civil Services is as 
follo,".:-

S't'ViCl'. 

I.C.S. 
I.M.S. 
I.P.S. 
I.S.E. 
I.F.S. 
I.E.S. 
1.A.S. and I. V .5. 

.1nCFtJtJS' 
Basi< Pay. 

+ 
1 percent. 

2·1 
U·S 
4·5 
7·9 
5·6 

12'3 

PlY unI. 
O.., .. asPay. 

+ 
20·7 percent. 
26·8 
19·1 
25·5 
23 
20·5 
20·6 

Total. 
+ 

4·4 percent. 
6·6 

13·1 
8·2 

10·9 
8·4 

14 

The Indian Civil Service stands alone. The Indian Medical Service is not 
quite on the samo scale because of the complication of military rank. 
The other Se""ices are all adjus~ to a single standard and receive exactly 
the same payexwpt (for tho first three years) the FQlice. The Police 4th 
~ counts \vith tho 1st year of the other Services and tho percentage 
m !h~ir case is calcula~ on 26 years as against 23 years in respect of the 
other Services. All these Services are given in my scheme exac"y the same 
overseas pay at the same appro.'<imate ages. In the case of the Indian 
Medical Service the total of monthly pay during the 23 years is only 
Rs.4SO above the standard, which is due to the small adjustments which 
I, have made in the rank of Major. The ~ulations take those up to the 
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completion of three years as Lieutenant-c.:.lonel. The higher pay that they 
receive after that date may be taken to correspond with the selection grades 
and lower administrative posts in other Services. The largest rises in basic 
pay occur in the case of the Police, who are most underpaid, and the Indian 
Agricultural Service and the Indian Veterinary Service. In the case of 
these two latter Services they are at present kept a year or so behind the 
Indian Educational Service for no reason that I have been able to ascertain. 
One special reason for the increase in the basic pay of these Services as 
well as the Indian Educational Service, and to some extent the Indian Forest 
Service, is that they have no separate junior and senior scal~. and there
fore do not receive the advantage of a rise from the junior to the senior 
scale which the other Services enjoy. I have provided for this in my scheme 
in the 9th year on the general assumption that an officer holds a superior 
post from about that period of his service. There is nospecial'cohcession 
to these Services in giving them that jump then, because, as a matter 
of fact, these officers are holding superior posts even before that date. In 
the case of the Indian Medical Service the jump occurs when the officer 
is promoted to the rank of Major. 

Improvements in the basic pay in the Indian Police Service, the 
Indian Agricultural Service, the Indian Veterinary Service. and the Indian 
Forest Service, are also required to make these Services reJatively more 
attractive to Indians. In the Indian Educational Service this' is not 
necessary, but the rise in the basic pay of that Service will be only 
5· 6 per cent., and occurs, for the reasons that I have explained. between 
the 9th and 15th years. The professions which are most popular with 
young Indians are those connected with law, education, accounts, 
engineering. and medicine. The first four do not necessarily involve 
an expensive edueation in England, but in medicine English training is 
most expedient. In the case of Forests, Agriculture and Veterinary, 
British degrees are essential, but there is a great deal of toil and exposure 
involved· in these Services and even if .Pusa, Dehra Dun and Muktesar 
develop further, these Services will still not be so attractive as the others. 
Th~ Police require no special education, but it is an unpopular Service 
involving risks and exposure, besides special liability to false charges 
and consistent abuse. 

In the revised scale I have made an endeavour to level up prospects 
and promotion in all the Services, so that any inherent unwillingness to 
enter any particular Service may not be accentuated by lower rates of 
pay, which. in the East, carry a concomitant stigma that one Service 
is inferior to another in status. 

17. In respect of the Services which are to be provincialiscd if our 
recommendations are acCepted. the scale ~ the younger years may seem 
to be theoretical only, but all local Governments may not adopt the same 
policy' at the same time, and it is exceedingly doubtful whether they will 
obtain British recruits on lower terms than those on which existing British 
members of these Services were recruited. Even if the difficulty is met 
by the complete cessation of British recruitment in future, the Central 
Government may still require some, and in any case such tables must 
necessarily be complete in themselves. I attach to this minute scales for 
the Indian Civil Service. the Indian Medical Service and the standard scale 
for all the other All-India Services; I have also, to save mistakes, compiled 
tables for each of these latter which will show at a glance how the pay of 
each officer will be affected each year if the standard should be at any time 
adopt,ed. 

18. Th" figures in paragraph 16 show the percentage improvement 
in rupee pay of all the Services for 23 years (Police 26 years) which bring 
them from the bottom to the top of the time-scale. This will be enjoyed 
by everybody-married and bachelors alike. The further percentage 
improvement which remittances at favourable exchange adds to the 
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married officer cannot be calc~lated with equal precision, but if it be 
assumed that the average officer is married at 30, when his overseas pay 
rises to Rs.250, and that from the age of 40 his children are being educated 
in England, the benefits can be calculated with rough approximation, 
The case of those who married at an earlier period can be set off against 

. those who are married later than the ages mentioned, and against those 
who have no fa.mily being educated in England. 

Calculated in this way, from age 30 to age 33 the ordinary exchange 
benefit will be the equivalent of Rs.125 per mensem; from age 34 to 39 
Rs.150 per mensem, and from age 40 to end of the time S'Caie (age 46) 
Rs.262 8<1. Op. per mensem. This adds to the monthly pay totals of these 
years of service 

4 years at Rs.125 = Rs.500 
6 years at Rs.150 = Rs.900 
7 years at Rs.2621 = Rs.l.8371 

Total = Rs.3.2371 
• Now the monthly totals drawn by the various Services at the present 

time for 23 years (Police 26 years) are as follows :-
Indian Civil Service . • Rs.36.350 
Indian Police Service .. Rs.26.125 
Indian Service of Engineers Rs.25.425 
Indian Forest Service. . Rs.25.450 . 
Indian Agricultural Service } Rs.24.200 
Indian Veterinary Service 
Indian Medical Service . . . . . , Rs.26,250 

The percentage increases which these exchange benefits will give to these 
Services will be :- Per cent. 

Indian Civil Service., + 8·9 
Indian Police Service " + 12·4 
Indian Service of Engineers + 12·7 
Indian Forest Service + 13 
Indian Educational Service + 12·7 
Indian Agricultura1 Service } 
Indian Veterinary Service .. + 13·3 
Indian Medical Service .... + 12·3 

U these percentages are added to those shown in paragraph 16 above. then 
the total in<;reases in emoluments during the time-scale period under my 
scheme would be :- PwcntJQg •• 

I.C.S. 
I.M.S. 
I.P.S. 
I.S.E. 
I.F.S. 
I.E.S. 
I.A.S.} 
I.V.S. 

Pay. EJ<ciuJng. B .... jil. 
4·4 + 8·9 
6·6 + 12;.'1 

13·1 + 12·4 
8·2 + 12·7 

10·9 + 13 
8·4 + 12·7 

14 + 12·3 

13·3 
18·9 
25·5 
20·9 
23·9 
21'1. 
26·3 

19. In order to make it clear that the Police proposals are really 
favourable by comparison. I show what this increase would be if the first 
three years "",V'eJiminated altogether. Their monthly totals of emoluments 
from the 4th to the 26th year are Rs.24,700, and their increase in pay during 
these )'ears amounts to a monthly total of Rs.3,350. or 13i per cent.. '!I'd 
the exchange benefits calculated on this sum are 13·1 per cent., or a total 
rise ~ 26·6 per cent. . 

20. I may add' that in calculating the emoluments of fue various 
Services which have a junior and senior scale, I have followed the generally 
accepted method of adding together the first eight years of the junior scale 
and tlle 9th to the 23rd )",ar of the senior scale. . 
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ApPOINTMENTS ABOVE nm TIME-SCALE. 

21. My British colleagues, with whom I am in agreement, propose to 
give to the Commissioner as well as to all officers in all departments above 
the time-scale whose emoluments are not fixed by statute the same 
advantage as will accrue in respect of sterling exchange benefits to the 
senior officers on the time-scale. This is the equivalent of their being 
allowed to remit Rs.400 out of their ordinary pay at 2s. to the rupee. It 
is equal to a rupee equivalent of Rs.200 a month. (Rs.4,800 a year 
= £480 as compared with £320, a benefit of £160 per annum = 
Rs.2,400 = Rs.200 a month at the rate of Is. 4d.) This proposal, though 
consonant with the lower degree of relief to which I have assented as a part 
of the agreed scheme, is naturally not in accord with the enlarged scheme 
which I have, with their approval, put forward as a desirable one if later on 
financial conditions should improve sufficiently to warrant a more liberal 
measure of relief, and all the subsequent observations on the subject of 
appointments above the time."cale in all the services must be regarded /lS 
part of the latter scheme, and not as indicating an intention on my part to 
resile from my acceptance of the proposal of my British colleagues. 

INDIAN CIVIL SERVICE. 

22. Commissioners receive Rs.3,OOO a month. It was a reasonable 
sum some years ago, butifitis treated as basic payitisobviouslyinadequate 
by comparison with the highest pay and exchange benefits of the senior 
Collector. That officer will receive, under my scheme, in rupees Rs.2,600 
a month, of which, if he is married, he will be able to convert Rs.3S0 into 
sterling at2s. to the rupee, a benefit equivalent to Rs.17S a month when the 
current rate of exchange is Is. 4d., and if he has children being educated 
in Europe another Rs.871 a tnonth-on further remittance equal to 
half his overseas pay. In other words, unless similar benefits are given to 
the Commissioner, he will draw Rs.3,OOO as against Rs.2,8621 a month, 
representing the total emoluments of the senior married Collectur-a 
paltry addition of Rs.l371 a month, while an Indian brother officer not 
in receipt of overseas pay would have his pay raised on his appointment 
to a Commissionership from Rs.2,2S0 a month to Rs. 3,000, or by Rs.7S0 
a month. 

I propose to recognise the special position of the Commissioner by 
fixing his pay at Rs.3,2S0, a rate which was, indeed, suggosted by the 
Government of India. I prefer tins to the device of a sumptuary allowance 
which has been recommended in some quarters. A scheme of sumptuary 
allowances would be very difficult to adjust in practice. Although it is 
possible to differentiate extremes, a place that is very expensive from a 
place. that is by comparison cheap, there are so many intermediate degrees 
of expensiveness that if a few places be selected as carrying a sumptuary 
allowance there would be constant claims for such allowances to be extended 
from this division to that which might be difficult tu resist. It is far better, 
theref6re, to make an addition to the pay, recognising that a Commissioner 
has social obligations which involve upon him rather higher expenditure 
than falls upon the Head of a Department. Disparity between the Indian 
promoted from Rs.2,2SO to Rs.3,250, and his British colleague promoted 
from Rs.2,600 to Rs.3,2S0 will be large, but it will be a long time before 
Indian members of the Indian Civil Service not in receipt ~f overseas pay 
will reach the rank of Commissioner, and it is clear that the Commissioner 
should be given the same exchange benefits as the Collector, even though 
none of his pay is shown as overseas pay. 

23. As. regards the other appointments above tne time-sca1e, e.g., 
Chief Secretary, Member of Board of Revenue, Financial Commissioner and, 
on the judicial side, Judicial Commissioners, Additional Judicial Com
missioners and Senior Judges, I do not, with one exception, suggest any 
increase in the basic pay. But all these officers should receive exchange 
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remittance benefits at the ma;';mum rate if they. are qualified for that 
by marriage or by haviJfg children under education in Europe. The one 
exception to which I have referred above is that of the Judicial Commia
";oner. If he presides over a Court (including himself) of three or more 
Judges, he should certainly be paid the pay of a Puisne Judge of a High 
Court. Now that Chief Courts have disappeared from India it may no 
10nger be worth while to revive them, but the Judicial Commissioners of 
the Central Provinces and Berar, of Oudh, and Sind should certainly be paid 
Rs.4,OOO a month, and receive the exchange remittance benefits to which 
:they are entitled. 

As regards High Court Judges, my British colleagues have excluded 
them from remittance benefits on the ground that as their remuneration is 
fixed by Statute, no such benefits can legally be given to them. In this 
belief I have concurred in this proposal; but in the scheme which I have 
submittl>d I would not exclude them unless the law forbids. 

INDIAN MEDICAL SERVICE. 

24. The appointments above the time-scale. or distinct from it, are 
numerous and the pay was recently fixed; but they should carry the 
remittance privilege that is common to all. The Lieutenant-Colonels on 
the selected list goes up to Rs.2,200 under my proposals, and I do not 
propose to alter the basic pay of these appointments. All of them, if 
married, will receive the equivalent of Rs.175 a month, and those with 
.children being educated in Europe the equivalent of. Rs.2621 with 
exchange at Is. 4d. 

OrHER DEPARTMBNTAL SERVICES. 

25. These differ i .. ,., s. according as they contain lower administrative 
posts, or selection grades, or both. The former appointments exist in the 
Police (Deputy Inspectors-General). in the Forests (Conservators) and in 
the Public Works (Superintending Engineers), while the Police have a 
selection grade besides; the Indian Educational Service a junior and 
senior selection grade; and the Indian Agricultural Service and Indian 
Veterinary Service a junior selection grade. The junior selection grades 
in the Indian Educational Service, and those of the Indian Agricultural 
Service and the Indian Veterinary Service will. under my scheme, be 
merged in ~e time ... cale. 

26. For the Police I propose a selection grade of-
Basic Pay. Ov ......... Pay. Total. 

Rs. .Rs. Rs. 
1,600 350 1,950 

or Rs.200 above the time-scale. In the case' of the Indian Service of 
Engineers and the Indian Forest Service, where there are more Superin
tending Engineers and Conservators than there are Deputy Inspectors
General in the Police, there is no similar selection grade abo.ve the time
scale. For all these lower administrative posts. which are now paid at 
Rs.1.7SO-I0~.150, I would substitute a fixed pay of Rs.2.200. It will 
be Rs.2S0 above the selection pay of a senior Superintendent of Police 
and Rs.4S0 above the top of the ordinary tim .... cale. It will also be the 
SOllDe as that of a Lieutenant-Colonel. Indian Medical Service, on the 
selected lis~ These appointments must necessarily carry the same 
remittance benefits as are enjoyed by the officers at the top of the tim .... cale • 

• 27. As regards the higher selection grade of the Indian Educational 
Service the present scale is-

• Basic. av...s.... Pay. Total. 
Rs. Rs. Rs. 

1,550 250 1,800 
1.650 250 1.900 
1,750 2SO 2.000 
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The rising of the overseas pay to Rs.350 will raise this scale to Rs.2.10() 
maximum. As the incumbents of the posts do "not. as a matter of fact. 
hold more responsible charges. this increase should be sufficient. It will, 
of course, carry the remittance benefits when the officer is married or has 
children being educated in Europe. 

28. I do not know any reason why the Indian Agricultural Service 
and the Indian Veterinary Service should not have been given a similar 
senior time-scaIe though the appointments on it may be fewer in proportion 
to the smaller strength of these Services. I think they should now receive 
the same benefit. • 

29. I note here that the absorption of the junior selection grade in the 
time-scale in the case of these three Services has the effect of a slight 
reduction in the basic pay. But I can see no reason why the Indian 
incumbent of these posts should be better paid than senior office", of the
other Services. 

HEADS OF DEPARTMENTS. 

Police. •. • 
30. The Commissioners of Police. Bombay and Calcutta. receive salaries 

of Rs.2.000-100-2.500. As the pay of Deputy Inspecto",-General is 
raised in my scheme they should certainly receive initial pay at least as 
high. But these posts are of .great responsibility. and I consider them to be 
deserving of a fixed pay of Rs.2.500. with full exchange remittance 
privileges. The Commissioner of Police. Rangoon. should be paid as:a. 
Deputy Inspector-General and with the same exchange privileges. 

Inspecto",-General are paid-
Rs. Rs. Rs. 

7 on 2.500-125-3.000. 
1 on 2.250-125-2.750. 
2 on 2.250-125-2.500. 

I would give them their maximum as lixed pay. with full remittance 
privileges. I do not consider that their social obligations are as heavy as 
those of a Commissioner of a Division. otherwise I would have recommended 
them in the seven largest Provinces the same pay as I have recommended 
for a Commissioner. 

INDIAN SERVICE OF ENGINEERS AND INDIAN FOREST SERVICE. 

31. Chief Engineers are paid at present Rs.2.750-125-3.000 and Chief 
Conservators Rs.2.500-125-2.750. '1 would give both these Heads of 
Departments a fixed pay of Rs.3.000. with full remittance privileges when 
qualified. They are very important services and the prizes should not 
differ inter se. 

INDIAN EDUCATIONAL SERVICE. 

32. The pay of Directors of Public Instruction;was liberally increased 
at the last reviSion. There are now-

Rs. Rs. Rs. 
3 on 2.500-100-3.000. 
4 on 2.250-100-2.750. 
1 on 2.000-100-2.500. 
1 on 1.750- 50-2.000. 
Ion 1,500- 50-1.750. 

In the case of the lirst eight I would give fixed pay at their present maxim'um 
rates. In the case of the other two with reference to the \ime ... cale and the 
selection grade as it would be revised under my scheme, the lowest possible 
pay is Rs.2.200 the same as that proposed for Deputy Inspectors-General 
of Police. Superintending Engineers and Conservators of Forests. with 
whom they may properly rank. 
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INDIAN AGRICULTURAL SERVICB. 

33. The Director of Agriculture controls a smaller superior and inferior 
staff than the Heads of the other Departments mentioned, but his present 
pay of Rs.2,OOO, rising by Rs.50 to Rs.2,2S0, is small. If he is paid the 
same as a Director of Public Instruction in the smaller Provinces, he will 
not be overpaid. I recommend a fixed pay of Rs.2,500, with all usual remit
tance privileges, if qualified. 

INDIAN VETERINARY SERVICB. 

34. There is no similar Head of Department in the Indian Veterinary 
'Service, but a senior officer called the Veterinary Adviser to the Loca1 
Government is given an allowance of Rs.150 a month. There is really no 
prize appointment in this Service at all. It is impossible for a Veterinary 
Superintendent holding one of several circles· to keep proper supervisll>n 
over .the other circles in addition to managing his own as a sort of .. prim ... 
ifll .. par..... I would fix the pay of a Veterinary Adviser or Chief Veterinary 
Superintendent at Rs.2,2S0 in the smaller Provinces as judged by veterinary 
work, and Rs.2.500 in the larger ones. They will, of course, be entitled on 
the same grounds to the usual remittance privileges. 

35. There are a few special appointments with the Government of India 
which are held by officers of these Services, e.g., Inspectors-General of 
Forests. pay Rs.3,2S0, Agricultural Adviser, pay Rs.2.750. These officers 
should receive remittance privileges as granted in all supertime-sca\e 
appointments. I should very much commend the advisability of the 
Government of India restoring the appointment of Veterinary Adviser 
to itself on the same pay and remittance privileges as the Agricultural 
Adviser. 

36. In respect of all the higher posts, the practice of incremental salaries 
is of comparatively recent introduction; the incremental salary on a tim .. 
scale for the ordinary posts which are likely to be held by officers for a 
large number of years is a necessary device for securing even and regular 
promotion. but in a high selection post there appears to be nothing to be 
said in favour of it. There are many cases in which promotion to tlle Head. 
ship of a Department only comes to an officer so late that he is time-expired 
before he can receive the full pay. It is doubtless more eoonomical for 
Government, but the practice is not followed in such appointments as 
those of Commissioners. Financial Commissioners. Secretaries, Members of 
Boards of. Revenue, Judgeships of High Courts and other high judicial 
appointments. and I do not think that it should be applied in the case of all 
these Headships of Departments. Even if in some cases the offioer is 
appointed Head of a Department at an earlier age than is usual. it is clear 
that he must be ve been very specially aelect~ for the POSt. and there is 
no reason why he should not receive the full pay. 

37 .• 1 have not been able to make any exact estimates of the cost of my 
scheme of salaries as so many factors enter into the calculation, namely, 
the relative number of officers at different periods of service. the number of 
bachelors and childless widowers, the number of Indians and Europeans. 
but taking the time-scale only the percentage increases in basic pay are 
inconsiderable (!lido paragraph 16) and the larger Services receive the least 
increase. 

The present and proposed basic pay of an officer of the Services for 23 
)"Oars (Poii", 26 yeers) is as follows :p......,. 

Rs. 
Indian Civil Service •. 31.500 
Indian Medical Service •• 21.400 
Indian PWioa Service •• 20.650 
Indian Service of Engineers 20.525 
Indian Forest Service 19.875 
Indian Educational Service 20.350 
Indian Agricultural Service} 19 100 
Indian Veterinary Service ' 

Propou4. 
Rs. 

31,800 
21,650 
23,025 
21,450 
21.450 

'21,450 

21,450 

1_ .... 
Rs .. 
SOO 
450 

2,375 
925 

1,575 
1,100 

2,350 

PI 
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The increase multipled by 12 and divided by 23 (Police 26) gives the annual 
cost of these increases in the various services. The results are :-

Annual cosl per office, 
of increase in basic pay. 

Indian Civil Service 
Indian Medical Service 
Indian Police Service 
Indian Service of Engineers 
Indian Forest Service 
Indian Educational Service 
Indian Agricultural Service 
Indian Veterinary Service 

Rs. 
156 
234 

1,134 
482 
821 
530 

.. } 1,226 

The Indian Civil Service and the Indian Medical Service together account. 
for half the total of officers, the Indian Agricultural Service and the Inrlian 
Veterinary Service are few in number, and I do not think that the cost to.
Government of the increase in basic pay of all these services taken together 
is likely to exceed Rs.600 per annum. I should assume the total cost at 
20lakhs .• 

38. The average addition to the overseas pay in all the Services for 
23 years will be the same, namely, about Rs.l,150 multiplied by 12 = 
Rs.13,800 in 23 years, an annual average of Rs.600. It is estimated that 
the cost of the concessions that we have recommended in regard to passages 
will be Rs.SO a month, or for all entitled Europeans in all the Services, 
central as well as All-India, RS.25 lakhs a year. The rupee additions tc> 
overseas pay in my scheme will therefore cost the same, for they, too .. 
average out at Rs.SO per mensem. 

The exchange concessions in my scheme when at a maximum. namely. 
when exchange is Is. 4d add 50 per cent. to the total overseas pay. The total 
overseas pay (monthly totals) for an officer is ·Rs.6,150 which, multiplied 
by 12, eqna1s Rs.73,800 over the 23 years of service included in the time
scale. The average is Rs.3,208 per annum, equals Rs.267 per mensem, and 
50 per cent. of this will be Rs.I34 per mensem, but 10 per cent. must be 
deducted for bachelors and childless widowers and a growing yercentage 
for Indian officers in the Service. I doubt whether the concession will 
cost Government more than Rs.lOO monthly for each officer or, say 
50 lakhs. 

39. The additional conceSsion for officers having children educated in 
England would be equal to half the cost of the last concession if all officers 
fell within this category. But with bachelors, childless couples, Indian 
officers and officers who marry late to be allowed for, the cost of the 
concession to Government will be much reduced. and also in any case the 
concession will not be operative until an officer is about 40 years old. 1 
should estimate that 20 lakhs a year would easily cover it. 

The rough approximate estimate of my scheme is therefore :-
Increased basic pay of All-India Services only 20 iakhs a year. 
Increased overseas pay of all Services. . • 25... u" 
Exchange remittance benefit all Services 50 
Additions for officers having children being 

educated in Europe •• • 20 .. . 
40. These estimates are necessarily rough, and they 'do not take into 

consideration the increase in basic pay of the appointments abnve the 
time""5ca1e though overseas pay and remittance concessions have been 
included. But time does not permit of my working out detailed estimates 
and the officers concerned are not numerous. 
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PENSIONS. 

41. I have very few words to say on the subject. I recognise with 
regret that it is not possible to give any relief in regard to the pensions of 
pe",ons already on the retired list, of whom I am one myself. No govern
ment.can reopen one class of .pensions without reopening all, and if any 
existing pensioners were to be given an increase in his pension on the 
grounds of increased cost of living, every pensioner .in England and 
India could claim a similar increase no matter when he retired. . As 
regards the pensions of those who retire in future, our report suggests 
31st March, 1924, as the determining date. 

I am obliged to say that I consider the case of the All-India Services, 
other than the Indian Civil Service and the Indian Medical Service, as of 
much greater urgency than the pensions of retired ollice", of the Indian 
Civil Service and the Indian Medical Service. The Indian Medical Service 
pensions are on an army scale, and both these Services have Family 
Pension Funds which relieve them of serious anxiety for widows and 
children. The Indian Civil Service have a very special grievance about 
past contributions paid by them, but, if further retrospective concessions 
were to be llV1de to them, other retrospective claims would have had to be 
conceded also. I certainly could not, with a clear conscience, have 
endo",ed the proposal tha.t" the Indian Civil Service pensions should be 
raised to £i ,250 as was suggested by some Indian Civil Service Associations 
unless the concession were accompanied by much larger increases in the 
pensions of other Services than the Government of India or the Secretary 
of State are ever likely to consider. The recommendati011ll in our Report 
appear to me to be very moderate, and the case of these Services for 
improved pensions is so urgent that I trust that this moderation will 
ensure their acceptance. 

In respect to higher pensions in the Indian 'Civil Service for some of the 
highest appointments, I have been content·to leave the matter to my 
colleagues to discuss whether there should be any increase in such pensions, 
what it should be, and who should benefit by it. 

OTHIlR SERVICES. 

42. I have omitted to refer to the Indian Educational Service, Women's 
Branch, anol to the Central Services. The former, of course, is a case by 
itself. In the Report we have left it to the Government of India to 
consider, blOt in connection with my scheme I should like to remark that 

• while I do not consider that the basic pay is too low for Indian ladies in 
that Service, the overseas pay, Rs.SO per mensem throughout the whole 
period of service, is a very small recognition of the di1ference between ladies 
working in their own country and climate and ladies who have come from 
England. The reason given for this low figure being fixed is that those 
ladies were allowed free passages home and hack in their service, but if 
under our recommendations this concession is given to all. this reason will 
no longer hold good. I would recognise this by raising the overseas pay 
to Rs.100 the figure which the Report proposes for young hachelor 
police officers for their fiBt three yeaB of service. If in any rare case 
a lady in the Indian Educational Service, drawing overseas pay, should be 
a oridow with"a child or children to educate in Europe. she should be given 
the e.'<Change remittance concessions in proportion to her overseas pay, as 
is proposed in my sclleme for men. 

-'3. In respect to the Central Services, I have not had the time nor 

:;~~~::,,~~~bl~.':.e:d e:em~~I~~~~~~e~~ 
Department should be gnverned by the Indian Civil Service scale. The 
Departments of Audit and Accounts. the Post Office and Telegraphs (except 
Telegraph Engineers), are now entirely on an Indian basis, while the Survey 
of India is oomplicated by the fact that it oontains Royal Engin_ and 

FS 
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Indian Anny Officers on special scales. Mines;"'e also a very special 
Department. The Report ,propose that the overseas and exchange 
concession recommended for the All-India services should be extended 
... ulatis ... utandis to officers of European domicile in the Central Services, 
who had not stopped themselves from such a claim by a declaration that 
they were statutory natives of India, and were admitted on the basis of 
Europeans domiciled. Simi1arly, if my scheme of emoluments in respect 
of overseas benefits should at any future time be adopted in the case of the 
All-India Services, it is clear that these benefits could not be refused to 
the Central Services. 

There is, in my opinion, no good reason for differentiating the pay of 
Geologists, Meteorologists, Archaeologists, Botanists and Zoologists from 
that of Educational Experts, Forest Officers or Engineers. The standard 
scale of my scheme would suit the Imperial Customs Service very well, 
Collectors being super-time scale. 

44. There are two Services which are sui generis-the Salt and tile 
Opium. The latter is better paid than the former, of which the pay is 
rather on the scale of a Provincial Service than of an All-India one. 

The Salt appears to me to be very poorly paid, having regard to the 
isolation and bad climate to which its officers are'subjected, and I think 
that the pay of that Service should be levelled up to the highest rate of 
pay now given to the Provincial Civil Services in the major Provinces. 
As regards the Opium, the Service is gradually dying out, and the only 
suggestion that I can make is that the progress of its time-scale should be 
accelerated. The top pay is equal to the top pay (basic) of the proposed 
standard scale of my scheme, but it is attained in a much longer period 
of servie&-30 years instead of 23. 

45. The Ecclesiastical Depa.t ...... t differs from all others; it is a purely 
British Seivice, and in most respects an Anny Service. So far as Civil 
Chaplains are concerned, I understand that the Metropolitan is negotiating 
with the Government of India on the future organisation of their statu. 
and 'emoluments. All chaplains in Government service should be given 
the benefits of passages and exchange remittances which are given to other 
European servantS of Government in respect of that amonnt of their pay 
which corresponds to the overseas pay drawn by other Services. 

46. The Bengal Pilot Service is also sui generis and the cOnsideration 
of their grievances is clearly a matter for the Bengal Government, if indeed 
it is not a case which appertains to Port Commissioners who deal with 
this matter in Rangoon under an Act recently passed in Burma. 

47. Lastly, as regards State Railways, the Engineers should clearly 
be given the same terms as the Officers of the I.S.E. Whether officers 
of the Traffic and Locomotive Department should be on the same basis as 
Engineers, is not a question upon which I am prepared to make any recom
mendations. The practice in this respect on Companies· Railways has 
no doubt been decided by the relative market value of the officers in 
question. 

(Signed) 
REGINALD CRADDOCK~ 

DaW 30th April. 1924. 
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TABLE I.-SIR REGINALD CRADDOCK'S SCHEME. 

Scale 0/ Pay and Ov.,.seas Pay /01' 1M Indian Civil Servia. UuniOl'Scale.} 

6-pproxi- Present: Proposed. . Increase . 

Year of Service. mate 
Average 

Basic Pay. I Ov;:as I Basic Pay. I Ov;:as I Basic Pay. I ~:as I . Age. Total. Total. 

IU. IU. Ra. Ra. IU. Ra. Ra. Rs. 
1st .. .. 24 450 ISO 600 4SO 150 600 Nil Nil 
2nd .. .. 25 500 ISO 650 500 ISO 650 - Nil 
3rd .. .. 26 5SO ISO 700 550 ISO 700 - Nil 
4th .. .. 27 600 ISO 750 650 150 800 50 Nil 
5th .. .. 28 650 ISO 800 650 150 600 - -
6th .. .. 29 700 ISO 850 7SO 150 900 50 Nil 
7th .. .. 30 750 150 900 750 250 1,000 Nil 100 
8th .. .. 31 800 200 1,000 800 250 1,050 Nil 50 

9th .. .. 32 900 200 1,100 900 250 1,150 Nil 50 
10th .. .. 33 1,000. 200 1,200 1,000 250 1,250 Nil 50 
11th .. .. 34 1,100 200 1,300 1,100 300 1,400 Nil 100 
12th .. .. 35 1.200 2SO 1,450 1,200 300 1,500 Nil 50 
13th .. .. 36 1,300 2SO 1,5SO 1,300 300 1,600 Nil 50 
14th .. .. 37 1,300 250 1,550 1,300 300 1,600 Nil 50 
15th .. .. 36 1,350 250 1,600 1,350 300 1,650 . Nil 50 

Total-Yeart 1 to 8 •• 5,000 1,2SO 6,250 5,100 1,400 6,500 100 150 
Yeart 9 to 15 •• 8,150 1,600 9,750 8,150 2,000 10,150 Nil 400 

Tota1-1 to IS .. .. ~ 2,850 16,000 13,250 3.400 16,650 100 550 

Total. 

IU. 
-
--

50 
-
50 

100 
50 

50 
50 

100 
50 
50 
50 
50 

250 
400 

650 
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Approxi-

Year of Service. 
mate 

Average 
Age. 

5th .. ., 28 
6th .. -' 29 
7th .. .- 30 
8th .. ., 31 

9th .. ., 32 
lOth .. .. 33 
11th .. .. 34 
12th .. .. 35 
13th .. .. 36 
14th .. .. 37 
15th .. .. 38 
16th .. .. 39 
17th .. .. 40 
18th .. .. 41 
19th .. .. 42 
20th .. .. 43 
21st .. .. 44 
22nd .. . .. 45 
23rd .. .. 46 

Total-Years 9 to 23 .. 
Junior Scale, Years I to 8 .• 
Senior Scale, ¥ears9to23 .. . 

Total Time-scale .. 
----

TABLE II.~IR REGINALD CRADDOCK'S SCHEME. 
Scale oj Pay JOY lhe Indian Civil Service. (SeniOY Scale.) 

Present. ProposM_ 

Overseas Overseas 
Basic Pay. Pay. Total. Basic Pay. Pay. Total. 

Rs. Rs. Rs. Rs. Rs. Rs. 
1,000 150 1,150 . 1,000 150 1,150 
1,050 150 1,200 1,100 150 1,250 
1,100 150 1,250 1,100 250 1,350 
1,150 200 1,350 1,150 250 1,400 

1,200 200 1,400 1,200 250 1,450 
1,275 200 1,475 1,300 250 1,550 
1,350 200 1,550 1,350 300 1,650 
1,425 250 1,675 1,450 300 1,750 
1,500 250 1,750 1,500 300 1,800 
1,600 250 1,850 1,600 300 1,900 
1,700 250 1,950 1,700 300 2,000 
1,800 250 2,050 1,800 300 2,100 
1,900 250 2,150 1,900 350 2,250 
2,000 250 2,250 2,000 350 2,350 
2,050 250 2,300 2,150 350 2,500 
2,100 250 2,350 2,150 350 2,500 
2,150 250 2,400 2,150 350 2,500 
2,200 250 2,450 2,200 350 2,550 
2,250 250 2,500 2,250 350 2,600 

26.500 3,600 . 30,100 26,700 4,750 31.450 

5,000 1,250 6,250 5,100 1,400 6,500 
26,500 3,600 30,100 26,700 4,750 31,450 

31,500 4,850 36,350 31,800 6,150 37,950 
--- -- -----

Basic Pay. 

Rs. 
-

50 
Nil 
Nil 

Nil 
25 

Nil 
25 

Nil 
Nil 
Nil 
Nil 
Nil 
Nil 
100 
50 

Nil 
Nil 
Nil 

200 

100 
200 

. 300 

Increase. 

Overseas 
Pay. 

Rs. 
Nil 
Nil 
100 
50 

50 
50 

100 
50 
50 
50 
50 
50 

100 
100 
100 
100 
100 
100 
100 

I,ISO 

150 
1,150 

1,300 

Total. 

Rs. 
Nil 

50 
100 
50 

50 
75 

100 
75 
50 
50 
50. 
50 

100 
100 
200 
150 
100 
100 
100 

1,350 

250 
1,350 

1,600 
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Approx.-
Yean of imate . 
Service. Average Rank. 

~g ... 

l.t year 24 Lt. 
2nd " 25 .. 
3rd .. 26 

~Pt •• 4th .. 27 
5th .. 28 .. 
6th .. 29 .. 
7th .. 30 .. 
8th .. 31 .. 
9th 32 .. 
10th ;: 33 .. 
11th .. 34 .. 
12th .. 35 

~jor 13th .. 36 
14th" 37 .. 
15th .. 38 .. 
16th .. 39 .. 
17th .. 40 .. 
18th .. '1 .. 
19th .. 42 .. 
20th .. 43 

Lt::CoI. 210t .. 44 
22nd .. 48 .. 
23rd .. 46 .. . 

TABLE I1I.-SIR REGINALD CRADDOCK'S SCHEME • 

Showing P"senl and P,oposed Pay of lhe Indian Medieal Se11Jiu; 

Present. . Proposed. Increase. . 
Basic Over- Basic Over- Basic Over-

Total. Total. Total. seas seas Pay. seas . 
Pay. 

Pay. 
Pay. 

Pay. Pay. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 
500 150 650 500 150 650 - - -
500 150 650 500 150 650 - - -
500 150 650 500 150 650 - - -
650 150 800 650 150 800 - - -
650 150 800 650 150 800 - - -
650 150 800 650 150 800 - - -
750 200 950 750 250 1,000 - 50 50 
750 200 950 750 250 1,000 - 50 50 
750 200 950 750 250 1,000 - 50 50 
850 200 1,050 850 250 1,100 - 50 50 
850 200 1,050 850 300 1,150 - 100 100 
850 200 1.050 850 300 1,150 - 100 100 
950 250 1,200 1,050 300 1,350 100 50 150 
950 250 1,200 1,050 300 1,350 100 50 150 
950 250 1,200 1.100 300 1,400 150 50 200 

1.100 250 1,350 1.100 300 1,400 Nil 50 50 
1,100 250 1,350 1,150 350 1,500 50 100 150 
1,100 250 1,350 1,150 350 1,500 50 100 150 
1,250 250 1,500 1,250 350 1,800 Nil 100 100 
1,250 250 1,500 1,250 350 1,600 Nil 100 100 
1,500 250 1,750 1,500 350 1,850 Nil 100 100 
1,500 250 1,750 1,500 350 1,850- Nil 100 100 
1,500 250 1.750 1,500 . 350 1,850 Nil 100 100 

Compared standard pro-
posed tor other All-India 
Services, except I.C.S. 

0 

Rs. Rs. Rs. 
400 150 550 
450 150 600 
500 150 650 
550 150 700 
800 150 7&11 
650 150 800 
650 250 900 
'100 250 950 
750 250 1,000 
800 250 1,050 
850 300 1,150 
850 300 1,150 

1,050 300 1,350 
1.050 300 1,350 
1.100 300 r,400 
1.100 300 1,400 
1,150 350 1,500 
1,150 350 1,500 
1,200 . 350 1,550 
1,250 350 1,600 
1,300 350 1,650 
1,350 350 1,700 
1,400 350 1,750 
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TABLE IV.-SlR REGINALD CRADDOCK'S SCHEME, ~ iii 
Sfandartl Seale propo.e4 /01' all the .A.U-Indian Smri&e. exeepl India .. Ci11il SenJice and Indian Metlical Servic6 and ",dwli1/lf 1<1 

firsj l!wee yeM. o/Ihe Police. ~ 

Year cJ ServicI. Junior Scale. 
Approximate 

All Services. Police. Average Age. Basic Pay. Overseas Pay. 

RB. Rs. 
1st 4th 24 400 150 
2nd 5th 25 . 450 150 
3rd . 6th 26 500 150 
4th 7th 27 550 150 
5th 8th 28 600 150 
6th 9th 29 650 150 
7th 10th 30 650 250 
8th 11th 31 700 250 
9th 12th 32 750 250 

lOth 13th '33 800 250 
I1t1i 14th Jl4 850 300 
12th 15th 35 850 300 
13th 16th 36 900 300 
14th 17th 37 900 300 
15th 18th 38 950 '300 
16th 19th 39 - -
17th 20th 40 - -
18th 21.t 41 - -
19th 22nd 42 - -
20th 23rd 43 - -
21st 24th 44 - -
22nd 25th 45 - -
23rd 26th 46 - -

Total. 0/ Monthly Pay 

- Basic Pay. = Scale, 1st to 8th years .. 4,500 
. Scale, 9th to 23rd years - 16,950 

Total 23 years to top of time Scale .. 21,450 

. 
Senior Scale. 

Total. Basic Pay. Overseas Pay. 

Rs. . Rs. Rs. 
550 - -
600 - -
650 650 150 
700 700 150 
750 750 150 
800 800 150 
900 800 250 
950 850 250 

1,000 900 . 250 
1,050 950 250 
1,150 1,000 300 
1,150 1,000 300 
1,200 1,050 300 
1,200 1,050 300 
1,250 1,100 300 

- 1,100 300 
- 1,150 350 
- 1,150 350 
- 1,200 350 
- 1,250 350 
- 1,300 350 
- 1,350 350 
- l.400 350 

Overseas Pay. Total. 

1,400 '5,900 
4,750 21,700 

6,150 27,600 

Total. 

Rs. 
-
-

800 
850 
900 
950 

1,050 
1,100 
1,150 
1,200 
1,300 . 1,300 
1,350 
1,350 
1,400 
1,400 
1,500 
1,500 
1,550 
1,600 
1,650 
1,700 
1,750 

i:l 
E! 
~ 

~ 
UJ 
1<1 

~ 
UJ 

Z 

~ 
?! 
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TABLE V.-SIR REGINALD CRADDOCK'S SCHEME 

Showing the exciuJnge .emittance advantages to ma.ned offic .. s in all S .... ces 
alike in each year, when the current rate of exchange is at Is. 4d. to the rupte. 

Years of 
~~ 
.~ . .. 

~>. Additional Sterling Rate per Annual Service. 0::1' ~~ benefit if officer 
~~ 

annum. Benefit < has children to « being educated 

s~?ceslpolice 
-------,- Officers. 

Yrs. Rs. At At in Europe. 

1s.4d. 2s. 

£ £ £ £ 
1st 4th 24 ISO 120 180 60 . -
2nd 5th 25 ISO 120 180 60 -
3rd 6th 26 150 120 180 60 -
4th 7th 27 150 120 180 60 -
5th 8th 28 ISO 120 180 60 30 
6th 9th 29 ISO 120 180 60 30 
7th 10th 30 2SO 200 300 100 SO 
8th 11th 31 250 200 300 100 SO 
9th 12th 32 2SO 200 300 100 50 

10th 13th 33 250 . 200 300 100 50 
11th 14th 34 300 240 360 120 60 
12th 15th 35 300 240 360 120 60 
13th 16th 36 300 240 360 120 60 
14th 17th 37 300 240 360 120 60 
15th 18th 38 300 240 360 120 60 
16th 19th 39 300 240 360 120 60 
17th 20th 40 350 280 420 140 70 
18th 21st 41 350 280 420 140 70 
19th 22nd 42 350 280 420 140 70 
20th 23rd 43 350 280 420 140 .70 
21st 24th 44 350 280 420 140 70 
22nd 25th 45 350 280 420 140 70 
23rd ~6th 46 350 280 420 140 70 

Note.-The overseas pay in rupees is based ott the assumption that the 
officer will marry at age 30, that his family will begin to cost him heavy 
extra expenditure at age 34, and that at age 40 his expenses in Europe 
for the education of his family will rise. If officers are married earlier, 
they will have to face lower overseas pay, and it is not proposed to pay 
them larger exchange remittance advantages on this account. 

The rupee equivalents, at Is. 4d., of the remittance advanpges are : ... 

At£60 per annum Rs.75 _ per annum} With 50 per cent. more if 
.. £100 .. Rs.12~.... children are being educated 
.. £120 .. Rs.lSO.... in Europe . 
.. £140 .. Rs.175.... . 

. 



TABLE VI.-5IR REGINALD CRADDOcK'S SCH£Mf:. 

ShWJI..,-/he Pollee SeaJe j", /he fwsl l!wee y_' and /he applicatio" of '''' SlandMd Ra14 /0 '''' India" Pollee Service U .. "i., Scak) 
in,,,. /he Ilh yeM . . . . 

Approxi- Present Pay: Standard Rate Proposed. Increase. 

Year of !!Crvice. mate 
Average 

Age. Basic. Overseas. Total. Basic. Overseas. Total. Basic. Overseas. Total. 

RB. RB. RB. Rs. Rs. Rs. Rs. Rs. Rs. 
t.t .. .. 21 325 125 450 350 125 475 25 Nil 25 
2nd .. .. 22 350 125 475 375 125 500 25 Nil 25 
3rd .. " 23 375 125 500 400 125 525 2i Nil 25 

4th .. .. 24 400 150 550 400 150 550 Nil Nil· Nil 
5th .. .. 25 425 150 575 450 150 600 25 Nil 25 
6th .. .. 26 450 150 600 500 15Q 650 50 Nil 50 
7th .. .. 27 475 150 625 550 150 700 75 Nil 75 
8th .. .. 28 500 150 650 600 150 750 100 Nil 100 

-9th .. .. 29 525 200 725 650 150 800 125 -50 75 
10th .. .. 30 550 200 750 650 250 900 100 +50 150 
11th .. .. 31 575 200 775 700 . 250 950 125 50 175 
12th ,. .. 32 600 250 850 750 250 1,000 ISO Nil 150 
13th .. .. 33 625 250 875 800 250 1,050 175 Nil 175 
14th .. .. 34 650 250 900 850 300 1,150 200 50 250 
15th .. .. 35 675 250 925 850 300 1,150 175 50 225 

Total-Y ...... I to8 .. 3,300 1,125 4,425 3,625 1,125 4,750 325 Nil' 325 "ears I to 15 .. 7,500 2,725 10,225 8,875 2,875 11,750 1,375 150 .1,525 

Note.-From the 4th year the Police come on to the standard for all Services, 



TABLE VU.-SIR REGINALD CRADDOCK'S SCHEME 
Slwwi"C 1M IIpplicalirm of Ih. Standard Seal. 10 th. Indian PolieIJ Service (S.nior Scale) from Ih. 4th y.a. onwards. 

Year of Approximate Present Pay. Standard Rate Proposed. Increase. 
Service. Average Age. 

Basic. Overseas. Total. Basic. Overseas. Total. Basic. Overseas. Total. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 6th 26 600 150 750 650 150 BOO 50 Nil 50 7th 27 625 150 775 700 . 150 850 75 Nil 75 Bth 2B 650 150 BOO 750 150 900 100 Nil 100 
9th , 29 675 200 B75 BOO 150 '950 125 -50 75 10th 30 700 200 900 BOO 250 1,050 100 50 150 11th 31 725 200 925 850 250 1,100 125 50 175 12th 32 750 250 1,000 900 2SO 1,150 150 - 150 13th 33 775 250 1,025 950 250 1,200 175 - 175 14th 34 BOO 250 1,050 1,000 300 1,300 200 50 250 15th 35 B25 250 1,075 1,000 ,300 1,300 175 50 225 16th 36 850 250 1,100 1,050 300 ,1,350 200 50 250 17th 37 900 250 1,1SO 1,050 300 1,350 150 50 200 IBth 38 950 250 1,200 1,100 300 1,400 150 50 200 19th 39 1,000 250 1,250 1,100 300 1,400 100 50 150 20th 40 1.050 250 1,300 1,150 350 1.500 100 100 200 21st 41 1,100 250 1,350 1,150 350 1,500 50 100 150 22nd 42 1,150 250 1,400 1,200 350 1.550 50 100 150 23rd 43 1,200 250 1,450 1.250 350 1,600 50 100 150 24th. 44 1,250 250 1.500 1,300 350 1,650 50 100 150 25th 45 1,3UO 250 1.550 1,350 350 1,700 50 100 150 26th .46 1,350 250 1,600 1,400 350 V50 50 100 150 

l:::10r Scale, Years 1-8 •. 3,300 1,125 4.425 3,625 1.125 4.750 325 Nil 325 'or Scale, Years 9-26 •• 17,350 4,350 21,700 19,400 5.400 24.BOO 2,050 1,050 3,100 
Total Years !-26 ••• .. 20,650 5,475 26,125 23,025 6,525 ;19.550 • 2,375 1,050 3,425 



• 
Approxi-

Year of mate 
Service. Average 

Age. 

I.t .. 24 
2nd .. 25 
:Ird .. 26 
4th .. 27 
5th .. 28 
6th .. 29 
7th .. 30 
8th .. 31 

9th .. 32 
10th .. 33 
11th .. 34 
12th .. 35 
13th .. 36 
14th .. 37 
15th .. 38 

Total years I to 8 
Total yeant I to 15 

TABLE VIII.-SIR REGINALD CRADDOCK'S SCHEMJ;: 

SIwUJi.., the appliealion 0/ the Stantltwa Scale to the l"aia" Service 0/ E..,ineers Uu"itw Scale) • . . 
Present Pay. Proposed Pay. 

Basic, . 
Basic. Technical. Overseas. Total. absorbing Overseas. Total. Basic. 

Technical. 

Rs. RB. RB. RB. RB. RB. Rs. RB. 
300 75 150 525 400 150 550 25 
350 75 150 575 450 150 600 .25 
400 75 150 625 500 150 650 25 
450 75 150 675 550 150 700 • 25 
450 75 150 675 600 150 750 75 
500 75 150 725 650 150 800 75 
550 75 ISO 775 650 250 900 25 
550 75 200 825 700 250 950 75 

600 75 200 875 750 250 1,000 75 
650 75 200 925 800 250 1,050 75 
700 75 250 1,025 850 300 1,150 75 
750 75 250 1,075 &50 300 1,150 25 
800 75 250 1.125 900 300 1,200 25 
850 75 250 1.175 900 300 1.200 -25 
900 75 250 1,225 950 300 1,250 -25 
'--v---' 

4,150 1,250 5,400 4,500 1,400 5,900 350 
9,925 2,900 12,825 10,500 3,400 13,900 575 

Increase. 

Overseas. 

Rs. 
Nil 
Nil 
Nil 
Nil 
Nil 
Nil 
100 
50 

50 
50 
50 
50 
50 
50 
50 

150 
500 

Total. 

Rs. 
.25 
25 
25 

• 25 
75 
75 

125 
125 

125 
125 
125 
75 
75 
25 
25 

500 
13,900 ... 

"-J ... 



TABLE IX.-SIR REGINALD CRADDOCK'S SCHEME. 
Showing Ih. appliiation o/Ihe Standard Scale 10 Ih. Indian Service 0/ Engineers (Seni ... Scale). 

Ye.:r 
of 

Service. 

·Appro~- 1: ________ ~--~---e-n~t-p-a-y-·--~--------I-------Pr~O-P-~--d-p-a~y~.----___ I.----~--ln-c-re-~--._.------
A:~e I Basic. I Technical. I OV. eroeas.J Total. a~:~?ng I Overseas. I Total. Basic. I Oversea.. I 

3rd 
4th 
5th 
6th 
7th 
8th 

~ 
10th •. 
11th .. 
12th .. 
13th .. 
14th •. 
15th .• 
16th •• 
17th •• 
18th •. 

'19th •. 
20th •. 
21st •. 
22nd " 
23rd •• 

Junior Scale

Age. Technical. 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

Rs. 
500 
550 
550 
600 
650 
650 

Rs. 
75 
75 
75 
75 
75 
75 

700 75 
750 75 
800 75 
850 75 
900 75 
950 75 
950 75 

1,000 75 
1.050 75 
1,100 75 
1,200 75 
1,200 75 
1,250 75 
1,250 75 
1,300 75 
'-----v------J 

Rs. 
150 
150 
150 
150 
150 
200 
200 
200 
250 
250 
250 
250 
250 
250 
250 
250 
250 
250 
250 
250 
250 

Rs. 
725 
775 
775 
825 
875 
925 
975 

1,025 
1,125 
1,175 
1.225 
1,275 
1,275 
1,325 
1,375 
1,425 
1,525 
1,525 
1.575 
1,575 
1,625 

Rs. Rs. 
650 150 
700 150 
750 150 
800 150 
8ot> 250 
850 250 
900 
950 

1,000 
1,000 
1,050 
1,050 
1,100 
1,100 
1,150 
1,150 
1,200 
1,250 
1,300 
1,350 
1,400 

250 
250 
300 
300 
300 
300 
300 
300 
350 
350 
350 
350 
350 
350 
350 

Rs. 
800 
850 
900 
950 

1,050 
1,100 
1,150 
1.200 
1,300 
1,300 
1.350 
1,350 
1,400 
1,400 
1,500 
1,500 
1,550 
1,600 
1,650 
1,7lI0 
1,750 

SeDiorY~~ to 8 " 4,150 1,250 5,400 4,500 1,400 5,900 

___ Y_ears __ 9_to_2_3_+ ___ 1_6_,3_75 ___ 
I 
__ 3_,6_5_0_

1 
__ 2_0,_0_25_+_16_,_95_0 __ 

1 
__ 4_,7_5_0 __ '" 21,700 

Total-Years 1 to 23 20,525 4,900 25,425 21,450 6,150 27,600 

Rs. 
75 
75 

125 
125 
75 

125 
125 
125 
125 
75 
75 
25 
75 
25 
25 

-25 
-75 
-25 
-25 

25 
25 

350 

575 

925 

Rs. 
Nil 
Nil 
Nil 
Nil 
100 
50 
50 
50 
50 
50 
50 
50 
50 
50 

100 
100 
100 
100 
100 
100 
100 

150 

1,100 

1,250 

Total. 

Rs. 
75 
75 

125 
125 
175 
175 
175 
175 
175 
125 
125 
75 

125 
75 

125 
75 
25 
75 
75 

125 
125 

500 

1,675 

2,175 



TABLE X.-5IR REGINALD CRADDOCK'S SCHEME 

• 
SlwIDing the "pp~ of the 'propoud Standard Scale to the Indian poI.st SeroUe . 

Year Approximate Present. Proposed. Increase. 
of Average 

Serviu. -\ge. 
Basic. Overseas. Total. Basic . Overseas. Total. Basic. Ov"",eas. Total. . Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

ltIt 24 325 ISO 475 400 150 550 75 Nil 75 
2nd 25 375 150 525 450 150 600 75 Nil 75 
3rd 26 425 150 575 500 150 650 75 Nil 75 
4th 27 475 ISO 625 550 150 700 75 Nil 75 
5th 28 525 150 675 600 150· 750 75 Nil 75 
6th 29 575 150 725 650 150 600 75 Nil 75 
7th 30 625 200 825 650 250 • 900 25 50 75 
8th 31 675 200 875 700 250 950 25 50 75 
9th 32 725 200 925 900 250 1,150 175 50 225 

10th 33 800 250 1,050 950 250 1,200 150 Nil 150 
11th 34 850 250 1,100 1,000 300 1,300 150 50 200 
12th' 35 900 250 1,150 1,000 300 1,300 100 50 150 
13th 36 900 250 1.150 1,050 300 1,350 150 50 200 
14th 37 950 250 l.200 1,050 300 1,350 100 50 ISO 
15th 38 1,000 ' 250 1,250 1,100 300 1,400 100 50 150. 
16th 39 1,050 250 1,300 1,100 300 1,400 50 50 100 
17th 40 1,100 250 1,350 1,150 350 1,500 50 100 150 
18th 41 1,150 250 1,400 1,150 350 1,500 Nil 100 100 
19th 42 1,200 250 1,450 1,200 350 1,550 Nil 100 100 
20th 43 1,250 250 1,500 1,250 350 1,600 Nil 100 100 
218t 44 1,300 250 1,550 1,300 350 1,650 Nil 100 100 
22nd 45 1,350 250 1,600 1,350 350 1,700 Nil 100 100 
23rd 46 1,350 250 1,600 1,400 350 1,750 50 100 150 

Total for 23 yean .. 19,875 5.000 24,875 21,450 6,150 27,600 1,575 1,150 2,725 



TABLE XI.-SlR REGINALD CRADDOC~'S SCHEME 

Showing 'h •. 4pplication of I'" proposell St4M4.1l Scale 10 the Inll;"'» EducatioH4l SmJ'''. 

Approximate Present Pay. Proposed Pay .. Increase. Year. of Average 
Service. Age. Basic. Overseas. Total. Basic. Overseas. Total .. Basic. Overseas. Total. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Ha. Rs. 1st 24 400 150 550 400 150 550 Nil Nil Nil 2nd 25 450 150 600 450 150 600 Nil Nil Nil • 3rd 26 500 150 650 500 150 650 Nil Nil Nil 4th 27 550 150 700 550 150 700 Nil Nil Nil 5th 28 600 150 750 600 150 750 Nil Nil Nil 6th 29 600 200 600 650 150 SOO 50 -50 Nil 7th 30 650 200 850 650 250 900 Nil 50 50 8th 31 700 200 900 700 250 950 Nil 50 50 9th 32 750 250 1,000 900 250 1,150 150 Nil 150 10th 33 SOO 250 1,050 950 250 .1,200 150 Nil 150 lIth 34 850 250 1,100 1,000 300 1,300 150 50 200 12th 35 900 250 1,150 1,000 300 1,300 100 50 150 13th 36 950 250 1,200 1.050 300 1,350 100 50 150 14th 37 1,000 250 1,250 1,050 300 1,350 50 50 100 15th 38 1,000 250 1,250 1,100 300 1,400 100 50 150 16th 39 1,050 250 1,300 1,100 300 1,400 50 50 100 17th . 40 1,100 250 1,350 1,150 350 1,500 50 100 150 18th 41 1.150 250 1.400 1,150 350 1,500 Nil 100 100 19th 42 1.200 250 1,450 1,200 350 1,550 Nil 100 100 20th .3 1,250 250 1,500 1,250 350 I,SOO Nil 100 100 21st 44 1,250 250 1,500 1,300 350 1,650 50 100 150 22nd 45 1,300 250 1,550 1,350 350 1,700 50 100 150 23rd 46 1,350 250 1,600 1,400 350 1,750 50 100 150 
Total, 1 to 23 years ~ .. 20,350 5,100 115,450 21,450 6,150 27,600 1,100 1,050 2,150 



TABLE XII.-SIR REGINALD CRADDOCK'S SCHEME 
Showing th. application of the propos.a Stan4Ma Scale 10 the Intlian Agricull";al antlintlian V.IMinary Suvius • . 
I • Present Pay. Proposed Pay. Increase. 

APProximate . 
Year of Average 
Service. Age. Basic. Overseas. Total. Basic. Overseas. Total. Basic. Overseas. Total . . 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs .. 
lot . 24 350 ISO 500 400 150 550 50 Nil 50 
2nd 25 400 150 550 450 150 600 50 Nil 50 
3rd 26 4SO ISO 600 500 150 650 • SO Nil 50 
4th 27 500 150 650 550 150 700 SO Nil 50 
5th 28 550 150 700 600 150 750 SO Nil 50 
6th 29 550 200 750 650 ISO 600 100 -SO 50' 
7th 30 600 200 800 650 250 . :~ 50 50 100 
8th 31 6SO 200 850 700 250 50 50 100 
6th 32 700 250 950 900 250 1,150 200 Nil 200 

10th 33 750 250 1,000 950 250 1,200 200 Nil 200 
11th 34 800 250 1,050 1,000 300· 1,300 200 50 250 
12th 35 800 250 1,050 '1,000 300 1,300 200 50 250 
13th 36 850 250 1,100 1,050 300 1,350 200 50 250 
14th 37 900 250 1,150 1,050 300 1,350 150 50 200 
16th 38 950 250 1,200 1,100 300 1,400 150 50 200 
16th 39 1,000 250 1,250 1,100 300 1,400 100 50 150· 
17th 40 '1,050 250 1,300 1,150 350 1,500 100 100 200 
18th 41 1,100 250 1,350 1,150 350 1,500 50 100 150 
19th 42 1,150 250 1,400 1,200 350 1,550 50 100 150 
20th 43 1,200 250 1,450 1,250 350 1,600 50 100 150 
2J.t 44 1,250 250 1,500 1,300 350 1,650 50 100 150 
22nd 45 1,250 250 1,500 1,350 350 1,700 100 100 200 
23rd 46 1,300 250 1,550 1,400 350 1,750 100 100 200 

Total fDr yearo 1 to 23 .. 19;100 5,100 24,200 21,450 6,150 27,600 2,350 1,050 3,400 
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MINUTE BY MR. PETRIE. 
1. The preparation of the Report now published has been governed 

by two main considerations, each of peculiar weight and urgency. The 
first of these, in my opinion, was the pressing need of the early announce
ment of some measure of relief to the Public Services in India; and the 
second, the insistent demand of even moderate Indian public opinion 
for an advance in the Indiauisation of the Services more in keeping with 
the liberalised character of the reformed constitution. These special 
<:anditions under which it was compiled have left their impress on the form 
and character of the Report itself. For a public document of ~ class 
and importance it is comparatively brief, while it supports by only a limited 
amount of reasons and arguments the decisions that have been arrived 
at by the Commission. I fully shared with the other members of the 
Commission the view·they took of the great importance attaching to the 
two considerations I have mentioned. and I can think of no commensut'l/:e 
advantage that could have been gained by the later publication of a more 
voluminous and more lengthily reasoned document. 

• 2. Another special feature of our Report is that the evidence on which 
our conclusions are based will not be made available either to the public 
or to the members of the services themselves. The guarantee of confidence 
under which a considerable portion of our evidence was obtained has 
naturally precluded publication. This brevity of the Report, and the 
absence of published evidence, combine to present a special opportunity 
-or, it may be, a special temptation-for individual commissioners to 
make clear in separate notes the chief reasons and considerations that 
have weighed with them in coming to the various decisions and recom· 
mendations to which they have given their assent. Speaking for myself • 
.as being the only British member of the Commission who is still on the 
active list of any of the Indian Services. I feel that there is perhaps a 
peculiarly strong case for my attempting to describe how some of the 

·problems dealt with presented themselves to the mind of one who is himself 
liable to be affected by the recommendations of the Commission, in so far 
.as they may ultimately be adopted. Even if what I have to say should 
prove of little public value, it may not be entirely devoid of interest for 
.. ome of my fellow-members of the various Public Services in India. 

3. Apart from improvements in the conditions of thO: Services, a 
"ubject which I shall come to later, the two principal questions facing 
the Commission were those of Indiauisatioll and Provincialisation. These 
.are each of the first rank in magnitude and importance, and. it may be added, 
iD: complexity. Their difficulty can perhaps best be gauged from the 
.,xtraordinary diversity of opinion expressed in regard to them. It should 
be remembered, too, that such con/licting evidence was not that of laymen, 
amateurs, or irresponsibles, but came from witnesses-both official and 
non-official-who are prominent in Indian public life at the present time, 
who have been actively concerned in the working of the new system, 
.and who have been anxiously devoting their minds to the solution of 

: these very problems. 

4. In its terms of reference the Royal Commission was charged with 
.-examining the above two questions .. in view of the experience now g:mea 
.,f the operation of the system of Government established in India by the 
. Government of India ACt," due regard being had to the necessity of main
taining a standard of administration in conformity with the responsibPities 
-of the Crown and to the declared policy of Parliam"l't in respect of the 
increasing association of Indians in every branch of the Pub1ic Service. 
A1I it so happened. the Royal Commission was in India at a time when the 
working of the new system of Government. inasmuch as it was deve~op~g 
along lines widely different from those originally foreseen, was begmmng 
1:0. cause w:ave anxiety to many both in England and. in India. Tbe 



THE SUPERIOR CIVIL SERVICES IN INDIA. 177 

elections of December, 1923, had brought into prominence and power the 
new Swarajist element. which was bent not on co·operation, but on obstruc· 
tion and wreck. Their strength varied from Province to Province, but 
their aims everywhere were the same. In one Province at least they had 
brought the working of the new Constitution to a standstill, in another 
they had seriously threatened it, while in the Central Legislature they 
were" able to obstruct completely the passage of the budget. These results 
had not, of course, been achieved during the earlier months the Commission 
spent in India, but they were not unforeseen, as the Swarajists had made no 
secret of their plans, and had secured such success at the polls as placed 
them in a position to go beyond mere threats Such happenings, there
fore, actual or impending, could hardly have been absent from the minds 
of most of the witnesses who appeared before us, or have failed to colour 
their evidence. Added to this, even the old .. moderate" Legislatures 
had been regarded in many quarters as not always too friendly or helpful 
p> matters affecting the interests of the Services, so that under the new 
regime chastisement by scorpions might be expected where only whips 
had been used before. I trust that in this brief presentment of the special 
circumstan ... of the time I have said nothing that is controversial. My 
only object is to give a bare outline of the situation which led men to arrive 
at the widely divergent views they expressed to us as to the working of 
the system of Government established by the Government of India Act. 

5. It did not lighten the tssk of the Commission that the wituesses 
who held these sharply condicting opinions did not readily fall, or could not 
readily be sub-divided, into distinct classes or categories representing this 
or that shade of opinion. Official evidence showed as little agreement as 
non-official, so that it would be almost impossible to say that a particular 
view was held by the official element or by this or that section of the 
public. Extreme views on both sides, both the definitely retrograde and 
the frankly hostile, may safely be left out of account. But between these 
extremes there was offered an immense variety of opinion that was neither 
intemperately expressed nor unintelligibly supported. On the one side 
we had evidence that the Reforms had gone far enough and that there 
should be no further changes until the effect of those already introduced 
had become more fully apparent; there was no case for further Indianisa
tion or of advance on the present percentages of recruitment except at 
the sacrifioe of efficiency and, possibly, of safety also. Other witnesses 
were prepared to work up cautiously to a higher percentage within a speci
fied period, although somo even of this persuasion regarded increased 
Indianisation as inevitable rather than desirable. As 'against all this, we 
were told that tho pace must be considerably accelerated, that provincial 
autonomy should come at once, with a large devolution to the Government 
of India of the powers of control now exercised by the Secretary of State ; 
it would then be left to tho new autonomous governmenta to settle the 
question of Indianisation in their own way, by employing such British 
element as they considered their Public Services required. Aconcomi'tant 
of such an advance was to be an immediate large discontinuance, or a total 
c:essation. of European recruitment. • 

, 6. It may give further point to what I have said as to the extraordinary 
dj."",rsity of views that we found to exist, if I mention that sometimes the 

·iG&lltically same course was urged upon us for reasons that were dia
metrically different. Thus, a further constitutional advance was occasionally 
justified on the grounds that the Reforms had worked well and that their 
clljaf obstacle to success lay in their own limitations, as witnessed by the 
chaling of Indian.roinisters and of Indian public opinion at the unrea.lity 
in control which the existing system imposed; on other occasions an 
advance was supported not on the score of justification. but because it was 
a logical and inevitable. thOugh ~_b1e. consequence of the Reforms 
Act. and because it would be weJj to mat.. .... a further concession furthwith 
instead of having it. ultimately extorted by the painful and embittering 
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process of unceasing agitation. For equally dissimilar reasons was a 
total cessation of British recruitment recommended to us, some witnesses 
proposing this course in the interests of more speedy Indianisation, while 
others represented that it was unfair, if not dishonest, to bring out further 
British recruits to India, where there was no demand for them and no means 
of adequately safeguarding their future career or prospects. If I have made 
myself clear I need not further labour the fact that in the matter of 
Indianisation it would have been impossible for the Commission to select 
any single one of the solutions suggested and to say .. this is the right 
course because it is supported by the most responsible and the most 
enlightened opinion, both English and Indian." Seldom, I venture 1;p say, 
can the old adage /01 homines 101 sentenli"" have been more fully and more 
embarrassingly illustrated. 

7. To speak the truth, the great dissimi1arity of the views ~e listened' 
to was somewhat baflling and even bewildering. It seemed, therefor\! 
(at least so it seemed to me), that the only way to approach the question 
was to steer boldly by the one or two pinnacle-points of certainty that 
appeared to break the surface of this flood of doubts. The Ro~ Commis
sion, as I read its terms of reference, was not required to overhaul the 
Indian constitution or even to examine the possibility of introducing 
scarcely less sweeping changes. The performance of this important task 
has been separately provid¢ for in the Government of India Act. This 
fact, then, automatically ans" ers both those who recommended a virtual 
retJ:ocession from the present position, as well as those who aske4 for 
changes which it would require fresh legislation to introduce. A second 
fact is that the best and most responsible evidence. both English and 
Indian, does not go to support the view that India is yet in a position 
to dispense with the assistance of English officials of the right type in work
ing out her political future. Yet another fact is that Indian public opinion 
--even moderate opinion-is unanimous that the Reforms, in their present 
state of development, have been too niggardly in the matter of the Indiani
sation of the Public Sel vices, that the administrative machine. for many 
years to come, will be preponderatingly British in character, and that 
Indians are prevented, within any reasonable time, from demonstrating 
their fituess for a larger share in the management of India's afIairs. The 
Commission's recommendations, it seems to me, had to be gnided by 
these elementary but fundamental facts. The changes that 'have been 
proposed are far-reaching, although they do not break with the present 
system. The marked advance in Indian recruitment will be made evenly 
and scientifically and will not impair the structure of the Services. This 
result could scarcely have been avoided if we had adopted the proposal 
for a total cessation of European recruitment. apart from the risk that 
if the stream of young Englishmen who now join the Indian Services were 
once diverted elsewbere, there is little likelihood that it could again be 
made at any given moment to flow in the direction of India just because 
Indian conditions happened to make this desirable. Assuming again that 
the future of India can best be worked out by the joint eHort and the 
mutual co-operation of English and Indian, the changes proposed do 
incontestably open up a field in which each can labour on terms of equality 
with the other and develop that sense of real comradeship which will be 
inspired by their being knit together by the bond of joint endeavour In • 
the accomplishment of a great and honourable purpose. If this spirit 
of brotherhood in India's service is attainable as between Englishmen 
and Indians, the new condition of things forecasted in the Report 'Jill 
give the fullest opportunity for its creation and develo~:r:!J! if it is not 
attained, it will mean that the problems of Indian . . tration will 
have to be approached from a radically diflerent standpoint. The 
Commission's recommendations, if adopted, should give its deathblow 
to the widely held belief that Britain is determined to retain in perpetuity 
the .. steel-frame" of the Services as an instrument for India's perpetual 
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subjection. With the majority of the services proviricialised and the 
few remaini1lg All-India Services recruited on a basis of equality, no one 
can longer truthfully affirm that the Reforms have given India the sem
blance, but not the substance, of power or denied her sons a fair and 
reasonable opportunity of showing the stuff they are made of. The 
new recruibnent proposals seem to me to leave no room for anyone, 
other than avowed enemies to the whole British connection, a further 
excuse for failure to co-operate; they provide greatly enlarged scope for 
the present and promise further opportunity for the future. It may well 
be that some will consider that the present proposed advance in Indianisa
tion go .. too far. It is certain, however, that things cannot remain as they 
are at present, and as a high authority put it to us .. nothing can be more 
prejudicial to tbe smooth and efficient working of any Service than the 
history of the last three years." Petty, niggling concessions can be of no 
avail; extorted frequently under pressure of agitation, they are usually 
o,",rdue before they are granted and so tend to stimulate, rather than to 
allay, discontent. The only wise course seems to be to take such a 
courageous step forward as will convince all who are open to convictiol1o 
of tbe realit1 of the Reforms and of the honesty of purpose behind them. 
The Reforms are the law of the land and it is not unreasonable for Indians 
to ask that they should be put to a fair test without further delay--a 
delay whiph can produce only further friction and estrangement. Of all 
the courses I' can see open, the best and the fairest seems to 'be to give 
the Reforms early and full opportunity to succeed or to fail. They are 
not divinely inspired, and, like other human institutions, they must stand 
or fall by the degree of success or failure attending their working. On 
every ground it seems better that the experiment should be brought to an 
,issue within a reasonably short period of time, while the old and tried British 
element in the Services is still present in sufficient strength to provide a 
very real safeguard. Further delay and a further continuance of existing 
conditions will not only cause further depletion of their tanks, but will 
make the surviving British remnant so unpopular as to rob it largely of its 
usefulness in averting any dangers and'risks that may lie ahead. For these 
reasons, the increase in Indianisation we have recommended constitutes 
a just, an expedient, and, as far as one can see in aU the circumstances. a 
safe advance. 

S. After ... bat I bave'said on Indianisation, I feel that I can dispose 
in a few words of the question of Provincialisation. The reasons for a 
further advance are, in their essence, the same. We had much evidence as 
to the dissatisfaction of Ministers at their lack of control over members 
of the All-India Services operating in the transferred field, although 
it is only fair to add that we heard little or no complaint from Ministers 
them~ves. Yet the desire of the Provincial administrations to be com
pletely master in their own house ftows so naturally from the Reform 
Scheme itself, and is so legitimate and reasonable, thet it cannot well be 
withstood. Once the transfer of certain subjects had taken place, any 
limitation in control was bound to lead to an unnatural and difficnlt 
position. It is with great regret that I have agreed to the disappear
ance of several of tbe All-India Services, with their high traditions and 
splendid records of devotion to duty, but the inexorable logic of the 
..tttl'~on poin~ relentlessly in that direction. It would be too much to 
suppose that, especially at the outset. mistakes will not be made, or that 
efficiency will not suffer, but on the transferred side it has been entrusted 
to local administrators to make their own bed. and they will doubtless 
in tm.. be taught ~ maJ.. ... one that they can comfortably lie on. 

9. The last point on which I desire to touch, is the present condition
especially the frame of mind and tempel'-of tho public services in India. 
Tbe question is a highly important one, and it is only right that more 
information should be made public regarding it than appears in the body 
of the Report. It has been no secret that for some time past the condition 
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of the Services has not been altogether satisfactory, for the appointment 
of the present Commission was virtually a public admission .f t1tis fact. 
From all the Services we had very full and frank statements as to their 
material grievances, their peculiar difficulties under the new system of 
Government, and their apprehensions for the future. On all these points 
the Service representatives were heard at great length and with the utmost 
patience. The eflect of this evidence left little room for doubt that there 
was everywhere great dissatisfaction and unrest, and that a consideration 
of Service grievances had not come a moment too soon if the Services 
themselves were not to be disintegrated by premature retirements and a 
steadily diminishing flow of suitable recruits. It is not incorrec~ ( am 
satisfied, to say that the main grievance set and kept in the forefront was 
the financial one, although it .does not admit of doubt that there are others 
of a less material and more subtle character. The financial burden migl\t 
have been bome more cheerfully if the other conditions of life and service 
had been pleasanter, and these latter disabilities might have bulked le~ 
largely if financial conditions had been easier; but the coincident pressure 
Of the two has combined to create feelings of deep discontent which are 
good neither for the Services themselves nor for the publi~which they 
serve. 

10. Of the financial aspect of Service grievances, I need say but little, 
as the relief recommended in the Report is in its~lf an indication that the 
Services have made good their case. The only question is the degree 
of relief to be granted. Even before my appointment to the Royal Com
mission, I had. special opportunities and facilities for acquainting myself 
at first hand with the conditions under which the average officer lived in 
most of the Provinces of India. I know that these conditions, especially 
in the case of married officers with families, have been productive of 
such discomfort and hardship as are barely distinguishable from actual 
poverty, and that money worries and indebtedness have everywhere been 
sapping keenness and efficiency. The amount of relief proposed has been 
arrived at with a careful eye on the present financial condition of India. 
If it is as much as the country can at present afford to pay, it is certainly 
no more than the needs of the Services demand; if more prosperous 
times lie ahead, I would gladly see it increased. Of the measure of relief 
we recommend, one thing at least I can say with certainty-it should be 
given in full, and it should be given at once. 

11. The other grievances of the Services, inasmuch as they are largely 
psychological in character, are not quite so easy to deal with. The Services 
themselves ascribe them to the new system of Government. the introduc~ 
tion of which, they say, has created difficulty and unpleasantness in their 
present position and insecurity as to their future. Service feeling in these 
matters was analysed at some length in many of the representations made 
to us. The Services themselves have unanimously declared that they are 
not antagonistic to the Reforms in principle or to the Indianisation of the 
Services which is their natural concomitant. There is no reason whatever 
to distrust this evidence, supported as it has been by the fullest practical 
proof. But the average civil officer in India is not much concerned with 
politics, and all that he asks is that his conditions of service should be just 
and equitable, and that he should be able to work in reasonable co"ll0rt 
and security with that enthusiasm which has always been ttle mainspring 
of his efficiency. At the present moment he undoubtedly feels that he 
has been made too much a pawn in the political game, that his grievances 
are not sympathetically considered, that his rights are not adequitl'ly 
safeguarded, that his work is often unfairly attacked, ~nd that his offiCIal 
superiors are too backward in championing him against his traducers. He 
sees grants of money that are necessary for the proper carrying on of his 
work refused by the Legislature for reasons that are totally unconnected 
with the public interest, and he feels that efficiency is no longer aimed at 
or cared for.. He listens to an unceasing and unrestrained vilification 0 
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the British Government and, as one of its agents, he cannot but feel that 
some of these shafts are aimed at himself as well. The vocal section of 
the Indian public seems not only not to want him, but to impair his power 
to serve the dumb masses to whom he feels his duty lies, and to whom he 
is still acceptable. 'All these disheartening influences were more specially 
and powerfully operative during the dark days of non.co.operation from 
which the country has just emerged, and they have left a possibly indelible 
impression on the minds of many of the officials who· were most fully 
-exposed to their play. But, apart from this, the general impression one 
gets is that the Services have had the heart taken out of them, and that 
they ~ve, at any rate temporarily, lost some of their faith in their own 
and their country's mission. A significant and an ominous sign is that 
few Indian officials are now permitting ·their sons to enter the Indian 
Services, severing in many cases a long and honourable family connection 
with the country of their adoption. It has been stated before us that 
~is is to be ascribed to a deliberate propaganda of boycott launched by 
the Services to the end that their own grievances may be the more readily 
listened to and redressed. Nothing could be more fallacious. It is 
undou bted ~at widespread dissatisfaction among the Indian Services wi11-
react, consciously or unconsciously, on the supply of recruits in England. 
But, as /l. matter of fact, the average Indian official is a poor man; com
paratively few of his class have any private means, and those who are 
completely independent are a negligible quantity. To such men a future 
for their sons is a matter of very grave concern. and it is inconceivable 
that they would for any but the most cogent reasons dissuade their boys 
from following an Indian career. To me it is abundantly clear that 
something must be done to arrest the process of U dJ:Y-rot U that has 
already gone too far. If it is not, India will before long find herself without 
English officials at all, or employing a class of official whom she would be 
better without. All the evidence we received from Indian witnesses is 
:%i~rlc:r =J:~",,~d~~nly the best type of Engl~ is wanted, 

12. In my attempt to diagnose the malai .. , or distemper now so generally 
prevalent among the Indian Services, I feel that I have at the same time 
sufficiently indicated the directions in which a remedy is to be found. It 
is above all necessary that their undoubted financial difficulties should be 
speedily remedied, for the restoration of tone and spirit will be a longer 
and a more difficult process. But the Services will be in better heart to 
take the rough with the smooth if their lot is so improved as to lift from 
their shoulders the burden of incessant worry about their own private 
affairs. It is most desirable that a real effort should be made, and made 
quickly, to remedy their more immediate grievances. For several years 
past tlley have been constantly petitioning for some amelioration, which 
has been no less constantly refused. Such a state of affairs can only be 
demoralizing to the Services themselves, apart from the fact that repeated 
rebulls must seriously undermine their confidence in the Government they 
serve. 

13. The views that I have expressed in this note are strictly personal. 
Their purpose is purely explanalx>ry, and they are not meant to detract 
fro(tl, or to whittle down, the unquali1ied agreement I have expressed 
~ih. the main recommendations in the Report .. 

... 
D..w SOIA .A. J>ril, 

1924. 

(S;p«l) 

D. PETRIE. 
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39,40, 41, 109 (ti). ' 
To secure the passing' of Public Service Acts, 16, 109 (iii).' 
To constitute new Civil Medical Services, 23, 109 (v)-(vii). 
Relation of, to Public Service Coinmission, 26-30, 109 (x)-(xil). 
Cases of Specialist Officers appointed by, 61, 109 (xxix). 
Proposed" Passage Fund," 65, 109 (xxxiii). 
Ho'use Rent and Medical Attendance, 90-93, 109 (lvii)-(lix). 

MacDonnell Committee, 11,70, 101, 103, Appendix IV (I), Appendix VI. 
Madras, 3, 58. 
Married Officers: Financial Difficulties of, 44, 46, 47, 62. 
Medical Adviser to Secretary of State, 23 (e). 
Medical Attendance, 20-23, 64, .93, 94, 109 (vi), (lix). 
Medical Service. See Indian Medical Service. 
Members of Council. Pensions of I.C.S. Officers, 67, 68,109 (xxxv). See also 

Mr. Basu's Minute, p. 76. 
Pay of, Appendix IV (1) (2). 

Military Officenj inPolitical Department, Pay of, 60, 109 (xxviii). 
Pensions of, 73. 

Military Reserve of Medical Officers, 21. 22, 23, 109 (v), (vi). 
Military Service (Liability of Civil Medical Officers), 23, 109 (v). 
Ministers, 14,21,22,41, 103. .. 
Montagu7Chelmsford Report. See Indian Constitutional Reforms, Report 

on. . ..... A-

MOtor-Car Allowances, Practice of Commercial Houses. 48. ., 

Nomination, Public Service Commission to detennine Standards, 27. 
North-West Frontier Province, 3,' 37, • -

O'Donnell Circular, n, 33, 34. 
Overseas Pay, 43, 51, 59, 63, 64. 

Improvement of, Recommendation regarding, 53, 54,. 109 (xix), (xx), 
(xxi), Appendix III, Appendix ~V. 
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'. Passages-
Practice of Business Houses, 48. 
Advances free of interest,62. 
Scheme for grant of, 63, 109 (xxx), (xxxi). 
Repatriation, for families of deceased officers, 63, 109 (xxxii). 
Value of proposed Concessions, 65. 
Proposed Government" Passage Fund," 65, 109 (xxxiii). 
To be secured in Legal Covenant, 85, 109 (liii). 

Pay-
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. Of the Services (General), 43--61, 109 (xviii)-(xxix), (liii), Appendix III, 
Appendix IV. 

ol"existing Members of AU-India Services operating in transferred 
field, 17. . 

Of proposed Civil Medical Services, 23. 
Safeguards, SO, 85, 109 (liii) . 

. Overseas. See Overseas Pay. 
Pensions--

Of the Services (General), 66--73, 109 (xxxiv)-(xxxviii). 
Of exi~ng members of AIl-India Services operating in transferred 
. fieta, 17. 
Additional (Uncovenanted Services), .70, 73 (a). 
Extraordinary, 75, 109 (xlvi). 
Safeguards, SO, 83, 85, 109 (liii). 
Commutation of. 84, 109 (ill). 
Proportionate. See Proportionate Pensions. 
Family Pension Funds, q.v. 

Petrie, Mr., Minute by, page 176. 
Police. See IndiaJi Police Service. 
Political Department, 3. 

Appointment to, 19; 109 (iv). 
India.n.isation, 42 (a), 109 (xvii) (a). 
Pay of Military Officers serving in, 60, 10.9 (xxviii). 
Pensions of Military Officers serving in, 73. 

Posts and Telegraphs Dept., 4, 6, 19. See also Central Services. 
Prices, Rise in, 8, 44, 47, 66. 
Probation-Period for I.e.s. Recruits, 104 (b), 109 (lxiii) (fl. 
Professorial Appointments (Medical Service), 23 (g), 109 (vii). 
Promotion-

Prospects of, SO, 81, 82. 
From Prov~cial Servic,es, 35-40, 96, 109 (xiii), (xiv), (xvi). 

Propaganda, Recruiting, 103, 109 (lxiii), Appendix VI. 
Proportionate Pensions--

Claim for Compensation for loss of career, 74 (i), 109 (xxxix). 
Cla.ims of certain Officers recruited in 1919, 74 (ii), 109 (xl). 
Claim to count previous War Service, 74 (iii), 109 (xli). 
Claim of.Central Services, 74 (iv), 109 (xlii). 
CIai'm for indefinite extension, 74 (v), 109 (xliii). 

. Option to be accorded when fields of Administration transferred. 
74 (v). 103, 109 (xliii), (xliv). • . 

Ineligibility of I.M.S. Officers with less than 17 years' Service, 74 (vi). 
",.' 109c{xlv). 

Right to, to be secured in proposed Legal Covenant, 85, 109 (!iii). 
Prospects, SO, 81, 82. 

, ~lrident Funds-
. -"Practice of ~mercial Houses, 48. 

Indian Civil Service, 67. 
Substitution of, for Pensions, 76, 109 (xlvii). 
Votability of Government Contributions, 87, 109 (liv). 

Provincial G.ov~ents. 'See Local Governments. 
Provincial Selection Boards. 26, 109 (xii). 
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Provincial Services, 6, 14, 42, 58. 
Regulation of, by Public! Service Acts, 16, 109 (iii). 
Relation of Public Service Commission to, 27, 30, 109 (x). (xii). 
Promotions from, 35-40, 96, 109 (xi,ii), (xiv), (xvi). 

Provincia1isation, 14-16, 97, 109 (ii), (iii), (Ixi). 
Public Schools: Increase in fees, 47. 
Public Service Acts, 16, 24, 109 (iii). 
Pu blic Service Commission-

To b. established without delay, 25, 109 (viii). 
Functions and scope of, 12, 23 (e), 24-31, 80, 85. 109 (viii)-(xii). 
To consider claims for compensation on abolition of posts, 82, 109 (Ii). 
To be consulted regarding compensation to Specialist O~ on 

premature.termination of Contracts, 88, 109 (Iv). 
To apply to Burma, 97. 

Punjab, 3. 60. 

Quarters, Free, Practice of Commercial Houses, 48. 
Questionnaires, 2. 3, 5, 104, Appendices I and II. 

Railway Department, 4, 19, 42, 109 (xvii). 
Rate of Exchange, 44, 48 (iii), 66. 
Recommendations--

Interdependence and urgency of, 108, 109 (lxiv). 
Summary of, 109. 
Cost of, Appendix VII. 

Recruitment (see also Indianisation)
Recent difficulties regarding, II, 22. 
Cessation of All-India, in transferred field, 15, 109 (ii). 
Functions of Public Service Commission, 27, 109 (ix), (x). 
Deterrents to and methods of, for I.C.S., 100-105, 109 (Ixiii) Appen

dix VI. 
Explanation to prospective candidates, 103, 109 (Ixiii) (d). 

Remittance Privileges-
Practice of Commercial Houses, 48. . 
Proposals regarding, 54, 64, 65, 109 (xx). (xxi), Appendix III, Appen

dix IV. 
To be secured in proposed Legal Covenant, 85, 109 (\iii). • 

Rent. See House Rent. 
Repatriation Passages, for families of deceased officers, 63, 109 (xxxii). 
Roads and Buildings Branch. See Indian Service of Engineers. 
Royal Army Medical Corps, 21, 22. 
Royal Army Medical Corps (India), 22, 23, 109 (v). (vi). 

Safeguards (General), 64, 79-89, 109 (Ii)-(Ivi). 
Salaries. See Pay. 
Secretary of State (General). 6, S-12, 24, 25, 41, 56, 57, 59, 61, 63, 74, 78. 

83, 88, 100, 107, 109 (xxiv), (xxv), (xxix), (xliii). 
To retain powers of Appointment and Control in reserved field, 13, 

79, 109 (i). • 
To cease All-India recruitment for transferred field, 14, 15, 109 (iil
To delegate power to regulate Provincial Services, 16, 100 (iii). -
Appointments by, to Central Services-Proposals regarding, 18, 19. 

109 (iv). 
To determine and maintain British complement in Civil Medica~. 

vices, 23 (d), 109 (vi). . 
Relation of Public Service Commission to, 27, 109 (x). (xi). 
To adjust recruitment for I.C.S. and I.P.S. as necessary, 35, 36, 37. 
To refer claims for compensation to Public Service Commission, 81, 

82, 109 (Ii). 
Position of All-India Oflicen not appointed by, 89, 109 (Ivi). 
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To approve grouping of districts for medical purposes, 93 (a). 
To adjust distribution of recruits as between Burma and other 

Provinces 98, 109 (!xi). 
To reconsider age-limit for I.C.S., 104 (a), 109 (lxiii) (.). 

Selection, 16, 104, 109 (lxiii). 
Selection Boards (Provincial), 26, 109 (xii). 
Selection Grade, Extension of benefits to Officers promoted to, 54, 10~ (xxi). 
Service-Indian Civil. S •• Indian Civil Service. 

Indian Police. S •• Indian Police Service. 
etc. etc. etc. 

Services-All-India. S •• All-India Services. 
Central. S •• Central Services. 
Provincial. See Provincial Services. 
Subordinate. S.8 Subordinate Services. 

Short-Term Contracts, lOS, 109 (lxiii) (A). 
Specialist Officers-Pay of, 61, 109 (xxix). 

Compensation for premature termination of contracts. 
SS, 109 (Iv). 

Standards of examination and qualification, 23, 27, 30, 109 (x), (xii). 
State RaiIlrny Engineers, 19, 42, 109 (iv), (xvii). 
Statutory Commission, 1929, 35, 74. 
Subordinate Services, 6. 
Superior Revenue Establishment, State Railways, 19, 42, 109 (iv), (xvii). 
Superior Telegraph and Wireless Branch (Post and Telegraph Dept.), 19, 

42, 59, 109 (iv), (xvii), (xxvii). 

Teclulical Pay, 59, 109 (xviii), (xxvii). 
Terms of Reference, (ii), (iii), I, 32, 96. 
Training Facilities. S •• Instruction and Training. 
Travelling Allowances, Grant of, for Medical Aid, 93, 109 (Iix). 

Uncovenanted Services. S •• a/so AlI·India "nd Central Services. 
Pay of, 43-57, 59, 109 (xvili)-(xxv), (xxvii). 
Proposed Passage Concessions, 6~, \09 (""'I)-(xxxiii). 
Pensions of, 66. 70-73 (b), 109· (",,,,vii) .. 
Pension proposals not to be retrospective, 71. 
Invalid Annuities, 72. \09 (xxxviii). 
To ~ described as .. Departmental Services .. SS. 

Under Secretary of State (Reply to Parliamentary Question regarding 
Exchange-value of Rupee). 44. 

United Provinces. 3. ., 
Universities-

Suggested liaison with India Office. 103, 109 (lxiii) (e), Appendix VI. 
Views of. regarding System of Selection for I.C.S., 104. 
Short Term Contracts. 105. 109 (!xiii) (II). 

Urgency of recommendations, 108. 109 (!xiv). 

Verney-Lovett Committee, 21, 22. 
Veterinary Service. S .. Indian Veterinary Service. 
Votability--

Of Judicial Pay of Officers holding Listed Pasts, 58. 
Of Pesaage Concessions. 64. 
Of Go-kmment Contributions to Provident Funds, 87. 109 (liv). 
Of Pay of All-India Officers not appointed by the Secretary of State, 

89, 109 (Ivi) . .. 
War Service, Claim to Count for Proportionate Pension. 74 (iii), 109 (xli). 
\Vitllesses. Su Evidence. 
Women~:~tional Service. See Ipdian Educational Service, Women:? 
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