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, . 
The im~rtance of research work in the different 

branches of learning is not fully appreciated in our country 
as yet. The reason seems to be that on the one hand 
there are not adequate facilities in, this country either for 
doing research work or for publishing that which . 
may be done, and, on 'the other, the number of people, 
who can take a real interest in such work and make use 
of it in the advancement of the country, is very limited. 

Dr. N. J. Shah's thesis on "ffistory of Indian Tariffs" 
promises. to.bean exception to,the latter part. of what·is 
mentioned above. The subject is of great importance at 
present in view of the general interest in the question of 
the fiscal policy of the Government of India. Dr. Gregory 
of the University of London is of opinion that it is "a 
nearly first rate piece of research work which I think will 
be of permanent scientific value". For a person who can
not claim to judge this work from a scientific point of 
view, it will be certainly welcome as almost the first effort 
at giving a complete and authoritative account of the 
evolution of the fiscal policy of the British Government 
in India 'from the earliest times. It is more a history of 
the pl$t than an expression of the author's opinions on the 
present problem, on which diametrically opposite views are 
held by the two commercial communities in India. I have 
no doubt that the public and especially the members of 
the Legislatures, Central and Provincial, will appreciate 
this work. 

The Coinmittee of Shri Mahavira Jaina Vidyalaya, 
Bombay, are to be congratulated on having made such 
& good selection as that of Dr. Shah to one of their scholar
ships, and the gentlemen who have rendered help to 
publish this work will soon have the satisfaction of seeing . -
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the fruit thereof. But for ~ \ . .' the facts and figures 
on this important question ~~ to be had in such an 
authoritative form would not have been available to the 
Indian public at such an opportune .time. 

Malabar Castle, } 
Malabar Hill, 

BOlUlAY, 18th Dee. 192+ 
PURSHOTAMDAS TBAKURDAS. 



. PREFACE • 
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This boOk is tbe result of the Research work done by!!)e on the sub. 
jsot under the guidance of Dr. T. E. Gregory D. Sc. (Eeon.) at the London 
School of Economics and Political Science during 1921-23 for the Ph. D. 
Degree of fl.e London University in the faculty of Economics. The work 
has been based mainly upon the original and authoritative sources of 
information, such .... Official Publications of the Government of India, 
Parliamentary Papers and Government Records, which I could freely 

consult at the India. Office Record Department. The standard authorities 
on general matters of the subject Under consideration have also been freely 
ma.de use of in the work. The correspondence between the Governnienta 
in Ina;,. a.nd the Home Government and some Reports, relating to the 
subject during the period before 1813, are unpublished. Scme gap" were 
found. even in the chronological links of the published ma.terial. By 
the courtesy of the head of the Ina;,. Office Record Depa.rtment, I was 
permitted to go through this maDl1llCript material, whenever neceSllllry. 

The difficulty was not the paucity or the inaccessibility of the material 
to work upon hut the necessity of selection. The marshalling of facts, argu· 
ments, evidence etc. in the general plan of the book has led tc certain amount 
of unavoidahle repetition. Digressions at some places are, I think, qnite 
excusable in view of the impossihility of avoiding reference to matters of 
general or Indian Economic History while writing a Tarili History of India, 
since both are so olose1y related to each other. No apology is necessary for 
giving long hut important extracts from the originsl Correspondence, 

Evidence and authoritative eriticism on the subject. Lastly I solicit the 
indulgence on the part of the rea.dera for the mistakes of misprinte that 
ma1 have been overlooked, inspite of all precautions. 

I am indehted to Dr. Gregory for valuahle snggestions and guidance on 
matters of general principles and for the constant and encouraging interest 
he took in my work.. My special thank. are due to the Hon. Sir Purshoo 
ta.mdaa Thakurdas for the Foreword which he kindly consented to write 
for this book and also for the encouraging interest he took in the pUhlication 
of this book. I am alBO thankful to my friend, L. C. Robhins, who 
kindly read. through the whole book in manuscript, made some correctiona 
.nd helped me by critical discussion at several points. I muat express here 
1111 acknowledgments to the official. from the top to the bottom in the 
India Office Record Department, ;vh""'; I Ilslla.lly worked, for the readin_ 
tri~h which they allowa.d me free access to aIi. the Government ltecord. and 

l'ublioationa and eupplied me with neceuary material and other facilities. 



I am much obliged to the authorities of 8mi Maha't'ira Jain& Vidyalaya 
(Bombay) who, owing to the help of some philanthropic gentlemen, have 
found it possible to publish my book-the mst fruit of.. student nf that 
Institution. It is, only because of this that my book sees the light much 
earlier than it wonld have been otherwise possible. This grateful 
acknowledgment nf mine will be greatly appreciated by those who are 
aware of or have experienced the serious difficulties of "getting a book 
out," in the absence of enterprising professional publishers in India 
where this bnsjnesa has not yet developed to any appreciable extent. 
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INfROD'O'OTIOlf. 

Vanous considerations make the historical study of the Indian TariJf 
very intereating. Besidea its economic importsnce, it 8uppliea .. clue to 
the constitutional development of the country; for Fiscal Autonomy is the 
essential step in the grant of Self-Government to the Dependenei_Fiscal 
Antonomy and Self-Government are almost identical tenns. The deter
mination of the rutare fiscal policy is a burning qu ... tion· in India. Indi .. 
is on the eve of a definite and important change in he. traditional tariJf 
policy, which will finally mark the termination of the long old period during 
which British interests predominated, and which will usher in a ~ew er .. 
with high hopea and momentous consequences. The grant of domestie 
fiscal autonomy and the appointmeut, for the first time, of an Indian Fiscal 
Commiasicn (1921-22) for the revision of the time-honoured tariJf poliey 
of India, acoording to Indian interests, have already opened new chapters 
in it. It is, therefore, necessary to take stock of the past before a new 
venture.is entered upon. 

Some so-called practical people may shun ouch an ide .. ; but it must not 
b. forgotten that the past explains the present and gnides the future. This 
work is an attempt to provide .. full, eontinuons and, so far as possible, 
non-partisan history of the development of tariJf policy in India and of 
the fore .... political and economic, that have determined its course, The 
plan, as originally intended, was to include within the scope of this work, 
not only the historical survey of the Indian toni!' policy bnt also the 
consideration of present problems, snch as, Free Trade versus Protection 
and Imperial Preference, in the light of Indian conditions and of the 
financial and industrial needs of the country. But having entered npon, 
the work, I. realised that inadequate attention had been paid to the 
historical aspeet of the subject and also that the mere enumeration 
and description of historical changes would constitnte somewhat unintelli
gible reading, unless supplemented by constructive criticism. I, therefore 
ultimately decided to confine myself in this volume to a critical survey of 
the whole historical ground of the .ubj ec1;, leaving the question of the futnre 
fiscal policy for a later attempt. 

No systematio and complete study of the hiatory of Indian tariff exiats. 
Short attempts· have been made to stndy the subject at different tim ... 
and from different points of view; hut 80me of them are incomplete, som • 
.... inaccurate and one-aided, and some are superficiaL Cons.,qu~ntly • 

• The moot inlportant of them are 88 foIlows:
(Il) hEoonomio Hiltory of India" by Dntt. 
(0) "Trade Rel&fliona betw_ Eagland .... Indla" by1lulilton 
(e) "Our Filoal Polioy" by C. N. VakiL • 
(01) "FiIoall'..w, in x..n,," "11'. N. BaMrj ... 

• 
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"~!l""ated and divergent views haTe been expressed on the subject. 
There is, therefore, xoom and· also need for a full and exhaUlltlve Btndy 
of the history of the Indian te.rifi policy, not only for ito own intriUllic value 
1!ut also for the light that it would throw on varioUll controversial point. 
~oDD""ted with it. It is hoped th~t this book will meet such a necessity. 

It is nnDecflllSary to summarise here th .. net results of this historical 
SlIrVey. The conclusions that have been arrived at from this investigation 
have heen fully .et out at the end of every chapter. Th .. e who think 
it unnecessary Dr pe disinclined to go through details are well·advised 
to depend; for a general bowledge of the subject, upon the concludinc 
paragraphs of Mery chapter. The general plan of the book, however, 
requires 80me explanation. The subject has been classified into periods 
according to the problems which dominated them. 

~ .. necessary introduction to the Britil!h Period. the fust chapter 
• dsals with tbe native customs system. especially nnder the Mogul Ruls. 

i'I,,~r";ll I have shown that customs duties at the ports did not ""coed 5% 
M JI"Iorem. and that there was all;o an elaborate system of inland transit 
dllties which obstructed the trade of India--an evil which was immenaely 
intensified by the dissolution of the Mogul Empire. It was from the dthris 

)." . of tlrls system tbat the British Government built up a new customs system 
for British India. The Rocond chapter, therefor(', which deals with the 
period hetween 1765 and 1833, describes the British attempts at fiscul 
reoonstrUction on provincial basis. The new inland duty systems which the 
British evolved during this period. thongh representing a considerahle 
improvement upon the chaotic conditions of the last period. were not leas 
oppressiva to. the trade and industry of the people, and in certain reapecf8 
were worse than the native system. Moreover, in pursuance of the British 
n'ational policy a strong preference was ginn to British interests in India 811 

against foreign and Indian .intefeets by means of a complicated system of 
differential duties. By the middle of the 19th century Great Britain 
ad;,pted a free trade policy. Accordingly. during the period between 1833 
and 1857, dealt within the third chapter, many of the ni .. tpresaingrefo ...... 
on simi1ar Jin"" had heen introduced in the cnstoma system of India. As 

.. ·r",,;Ut there.was established at the end of the period a low, simple and 
1IlIifarm te.rifi system for the whole of Indi.a. The fourth chapter .eta 
oun atlength thefor~political and aconcmio-that determined the C01Ull8 

ef the te.rifi hiatory of India from 1765 to 1851, '""amin"" the utili", ef 
the actual policy that was practiaed and suggests a better alternative whicll 
the Governm .... t·should h .. va .... el could ha.,. adopted in tilt cirCl\IB8taa..

~~ matiBg. 



Incidentally the fourth chapter will elucidate a' e~ntroversia 1 point 
CODllected with the early history of the tariff policy. On one hand, nutt 
whose writings· on the subject of Indian ·Economic History have profoundly 
inJIuenced educated Indian public opinion, contends that the deell'!l' of 
Indian manoiactures and specially the textiles, early in the 19th cenmry 
was due to the selfish commercial policy of the British Parliament, whiCh 
discouraged them in order to encourage similar rising manufactures of 
Great Britain and that the invention of the mechanical methods of pl'Q
duction In the West, only completed this decline (Economic History . of 
India, Vol. I. p. VIII). On the other hand Prof.C. J. Hamilton maintaIDa 
that it must be explained by reference to the Industrial Revolution 
in Europe and not to the hostile devices of the British commercial policy; 
which, he thinks, did lIot play any important part in determnrlng the 
Ollteome ("Trade ReletiODB hetween England and India" -pp. V,VI). 'Both 
thes. viewe are one-sided and inaccurate interpretations of history. : Tlie 
truth lies midway between the two. . , 

A disp .... ionata study of the following facts, elaborated ill 
Chapter IV, will clear up the whole point. The foreigu trade of 
India was regnlated for the benefit of Great Britain and to the 
detriment of. hath foreigo and home interests. British imports into India. 
were either free or only nominally taxed. The 8t",ple products and manu
factures of the country were heavily taxed in the home market ",ith· 
oppressive inland duties. Their exports to foreign countries. "'ere 
obstructed 'by heavy diJIerential duties. Their imports into Great Britain 
were either heavily taxed or positively prohibited. Since the begin,ni:ng of 
the 19th century, the Industrial Revolution in the West had menaced tho. 
flourishing stata or Indian manufactures. But for m""y yeara their decline. 
was aooeler&Wd by the unequ .. l competitian under the British Fiscal L ...... ,. 
util they were finally ",!&cOd by British m&nnfactures in both their foreign 
.. nd domestic markets. These restrictions were removed too late and only· 
... hen' they ceased to be neees .... y for the original purposes. When by: 
1830 this proe888 of replacement was nearly Complete, the British Govern-, 
ment !radua.lly denloped a policy in India, the main characteristics of 
whioh were :-(1) ,Lai._ jai ... in all manoiacturing industries, (2) the 
syst"!ll"tic Olicouragement of commercial colonisation in India and .ap;' 
talistio exploitation of Indian resourc,", by Europeans, and especially the 
British, and(3) th& int"""" desire to increase ccintinuo¥ly British Trade with" 
India, which practically meant the exchange of Indian raw materials and 

food stuffs with British manufactured goods. Internally, the basis on 
which the ,whole policy was built up eonswted of a wide·spread agricultural' 
policy sf impr ..... " eulti1'&tielt. utcltOioll of irri!ation, aIHi improved mea.nlI' 



of a_mm ... tion, is a. atmosphere of gl\lleral pe_ and order i. fie 
country. The Induatrial Revolution in Europe was thWl the netura! 
callSe of the e&rly industrial decline in India. Inate&d of attempting to 
revive the old Indian manufactures or start new ones, on improved lin .... 
under the fostering care of the State and thus remedying the evil, as done 

by other countries under similar circumstances, the ha.tile devices of the 
British commercial policy discouraged them and thus intensified the evil. 
The policy of the British Government, on whom India had become 
dependent, is th1lll responsible for what it did to the disadvantage of 
Indian manufactures and for what it omitted to do for them: 

During the Becond.half of the 19th century Free Trade had become the 
eetab1ished policy of the British Parliament; and the policy which was 
accepted aB desirable for England was alBa ineonoiderately applied to India, 
because a huge market would thereby b. kept open to British manufac
ture. which were then strong enough to defy any foreign competition. 
Accordingly in the fifth, Jinh, and seventh chapters which cover the period 
between 1857 and 1896 it will be noticed that, with the main object· of en
couraging the interesto of British trade and industries, the principles of 
free trade were practioed in India, with the utmost rigour, irrespective of 
all financial and indllStrial needs of the country, often against the strong 
and ContmllOllS protesto of the Government of India and always againot 
an ~01lJ! public opinion. "heland and India" said Dr. Cnnningh""', 
"bava been forced lIllder compuloion to submit to Free Trade without 
being oonsulted and for tha sake of Englioh interests." (" Cu. againBt Free 
Trade" p. 81). 

In tha fifth chapter (1857-1874) only certain of the tendenci ... towards 
a"ch a policy will be noticed. The policy reached ito clim"" in the next 
period (1814-1896), treated in chapters VI and VII, which fully de8cribe 
and diseuse, from all pointo of view, the so-called "Cotton Dnties Con
troveroy" and which, it is hoped, will enable readers to fann a correct 
judgment about the issu ... involved therein. M01eOver, in these three 
ehaptera, the whole policy, ito objecto and the m .... ures taken thereunder 
have been examined at length on financial and commercial gronndo and in 
the light of Bome authoritative opinions on the subject; and the forces that 
were respoDBible for it have also been clearly explained and fully illllBtrated. 

The eighth chapter has been devoted to the tariJf changes between 

1896 and 1922. By ~e end of the 1~ century strong ~"'.~ competi~ 
created a reaction against Free Trade In England. In India It will be noticed 
that free trade principles. 80 rigidly eoforced during the last period, were, 
at times. during this period, set aside when British or Imperial interealll 
were thereby aerTed ag..wat foreign. Otherwise. the old policy of ripd. 



free trade continued, until 1914. The financial stress of the war and its 
after-effects caused large increases in the low pre-war tariff of India. 
During this period, Imperial Preferenoe became a subject of serious 
discussion and tbe Indian moyements for a Protective Tariff and Fiscal 
Autonomy greatly developed. This chapter will also acquaint the reader 
with the present state of affairs. 

In the ninth chapter, the subject of the freedom of internel 
trade both in British India and Native States, th!'ot is, the subject of 
"Customs Union» bas been treated historically; the British polioy, its 
objects and methods, and the existing arrangements have been stated; and 
the probiemo----<>oustitntional and economie,-whlch will require at~tion 
in the future, have been introduced and brielly discuseed. The existence 
of the numerous Native States in India is a constitutional and economic 
phenomenon of unparalleled importance and interest; yet, &ll the trea
tises on the subject of the Indian oustnme system have altogether 
negleoted this question. '" 

• The last chapter deals with the constitution&! question of fiscal auto-
nomy. Therein, the story of the fiscal dependence of India in the past and 
the Indian movem";t for fiscal freedom has been n&rrated, and the recent 
constitutional change, viz: the grant of a measure of fiscal independence 

. to India has been discussed in all its aspects, pointing out its present defi
ciencies and the possibilities of the future. 

Apart from its historical interest, the Indian tariff has attained in recent 
years an unprecedented importance in the eyes of the Government: In 
the past, "CU8toms Revenue" was deliberately relegated to all insigni
ficant position in the financial system of India, while the recurring financial' 
stringency of the Government of India led to some inexpedient and oppres:' 
sive methods for raising additional revenue. Bnt the financial burden of 
the War and the post-war financial embarrassments of the Government 
introduced great ch&nges in the old tariff of India. With the pheno
menal increase in the. foreign trade of India and with the recent enhance
ments in the tariff, II Customs Revenue" rOBe to a. place of :first rate 
importance in the Indian Budget. The present tariff, though imposed for 
purely revenue purposes, is not entirely free from protective effects. The 
existing state of affairs may b. said to mark the transition from the old . "~ 
free trade policy to a policy of protection. In any case, there is no hope 
for a large sewe reduction in the tariff, that is in force, in the near future. 
With the increasing financial nec_iti .. of the country, with Land Revenue 
having ceased to be a source of income to the Central Treasury, since the 
recent constitutional change, and with the future certainty of the discon
tinuance of the Provincial contrihutions to the Central Exchequer, the 
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Government of India will be compelled to place increasing reliance on 
u CUStom8 Revenue" 88 the mainstay of Indian Finance. 

From tbe point of view of the pnblic, the fundamental importanc. 
of the subject lies in their growing desire to use the tariff as an instrn
ment for the industrial progr_ of tbe country. The growth of Nationa
lism, the long-felt need for intense industrialisation, the distrust in the 
effi .... y of the taritt policy actually followed by the Government, and the 
example of other advanced countries have given rise to a wide-spread 
public opinion in favour of tariff protection to Indian industries. Whether 
Indian industries should be protected by customs duties is a question which 
has been excluded from the seope of this historical study. In any case, 
one thing is certain that there should not remain even a shadow of doubt 
as to the practical freedom of India, as of the other British Dominions, to 
determine her own future taritt policy. Let her commit mistakes if she 
BO chooses. Bec&use of the past history and associations of the subject, 
British interference will be strongly resented, and British advice may be 
misunderstood. On the'other band, witb the grant of a m .... ure of fiscal 
indepeedence to India,Great Britain expects that in the interests of economic 
unity and solidarity of the Empire the future Indian tariff systsm shoald 
adopt the principle of Imperial Preference. Thus the present problems 
of the Indian Tariff are (1) the financial needs of the Indian Tr .... ury, (2) 
Protection to Indian Industries, and (3) Imperial Preference. 

The need of revising the fiscal policy of India for the purposes both of 
k revenue and protection to home industries had long been f.lt in India. 
I The public demand for it was as strong and wide-spread as it was persistent 

and pressing. This continuous and insistent demand had its root in the 
growing desire for the intense industrial development of India. "In 1916, 
in response to the unanimous Indian opinion for the State encouragement 
of Indian industries, the Government appointed a Commission to investi
gate the suitable and adequate meaeures for that purpose. But the con
sideration of the future fiscal policy was, for Imperial r .... ons, excluded 
from the scope of the inquiry. The authors of the Report on Indian 
Coustitutional Reforms strongly emphasised the need of hastening the 
Industrial development of India and recommended the Government of India 
to abandon their time-honoured Laiauz fair. policy in favour of an active 
enconragement. The Reformed Constitution recognised and appreciated 
the educated Indian opinion on the subject and granted some freedom of 
action to the Government of India in determining their own :fiscal policy. 

Accordingly, on 19th Feb. 1920 the Government of India appointed a 
Committee- .. To examine the trade statistica and to cousider and report 

. • Procsedings of the Council, 19th Fob. 1920, pp. 785-708. 
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to the Governor-General-in-Council (1) whether or not it i. advisabl~ 

to apply to the Indian Customs Tariff .. system of preference in favour of 
goods of Empire origin and (2) as to the best methods of considering the 
future fiscal policy of India." With some provisional suggestions, the 
Committee recomm.nded the appointment of a strong and r.p .... ntativ. 
Commission to examine the whole question of the future fiscal policy of 
India.· 

Consequently, iu 1921 the Government of India announced the 
appointment of a Fiscal Commission with powers "to examine with reference 
to all the interests concerned the tariff policy of the Government of India. 

including the question of the desirability of adopting the prindple' of 
Imperial Preference and to make recommendation." 

The Report of the Commission, which was puhlished in 1922, recom
mended, with other supplementary m .... ures, a policy of Protection to 
be applied with discrimination on the lines suggested therein. The 
minority in the Commissio;' who signed the Report, subjeet to a ;"inute 
of dissent, considered that the principal recommendation of the maiority 
"has been hede;.d in by conditions and' provisos which are ... lculeted to 
impair its utility" and that "the language employed in the Report is 
hall hearted and "l'olo,ptic." They, therelore, recommended that "there 
should be an unqualified pronouncement that the fiBCal policy best suited 
for India is protection. " 

The Report of the Indian Fiscal Commission was considered by the· 
Indian Legislature in 1923. On 16th Feb. ·1923, in a resolntion which 
was accepted by the Assembly after a good deal of discussion. the 
Government of India declared, as their future tariff policy,that they accent
ed "in principle the proposition that tbe fiscal policy of the Government of 
India may legitimately be directed towards fosterin![ the d~velOl'ment of 
industries in India:' that this principle of protection must be applied with 
discrimination and proper saf~ards and with due rOl!:ard to the financial 
needs of the country and to the general well-beinl! of the Community. and 
that in order to give effect to tbis policy a Tariff Board wonld be provided 
as a purely advisor\," and investigatin![ body. Except for this chanl!e of 

principle, no alteration has been made hy the Budget of 1923 in the actual 
tariff. 

With the appointment of the J ndian Fiscal Commiesion. we reach a 
convenient point for brinJrin/! a historical study of the Indian Tariff to 
a close. A critical stndy of the Report of the Commission raises problems 
re!!:ardin!! the future tis ... l policy of India, which should properly be ex
cluded from the scope of this work . 

• Sopplemect to the Gazette of Indi", April 17, 1920. C. 907. 
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