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The Ottawa Trade Agreement and. India, 

BY 

V. kAMAD.\S PANTUI.U •• , 

I. . ~~. . • 

,_a benefits to Indian Produc:enrand Con.u~ ... -The Real telt' • 

..... '/nter,'st$ of Agricul!urists.-The trade' A:greem_eut,..'~nt;;'~d 1nlo 

,.",otween Indian aud British delegates at tbe Ottawa Conference and 

; '" hicb Jlhe ·H.ritish Governments in India and England are en· 
.,.,avouring to implement is of more than ordinary interest: to.' 

. i.:.:e Indian Agriculturist. Thougb tbe agriculturist in Indii kllo~s 
~:lthing of the Ottawa Agreement and ilS reactions on him, it (8 Iii;' 
",. faes;. that form the main tbeme of tbe oontroversy tbat i~ ~o~ 
". ging between the defenders ;,.nd opponents of tbe Agreement-the 

• ·o·Oltawites and the Anti·Ottawites. The Report of the British 

~udian delegation 011 the Ottawa Agreement primarily justifies the 

~,"{reement on the gronnd that it prontotes the economic pros. 

trity of the Indian prodncer. The Report, to put it briefly, 'asse;t. , 
iii- at, while tbe non·acceptance of the Agreement will have serious 
I . 

Rverse effects on India's export trade with the United Kingdom and 

L:e Dominions, and witb' it on the productive enterpriSe of the 

bdian I\lnller, its acceptance will result in a substantial expansloii' 

"'tha~ trade. and with it of India's agricultural production. Th~' 
"'"Ponents of ih" Agreement contend that the Report is " but a piece 

i":'propaga'l;da in favonr of British Industry uuder the guise of tbe 

.. called protection of the iDterests of tbe Indian farmer," and that· 

,.ile its ndll-acceptaDcr ";;1 not bave any disastrous effects 

IlII India's export trade and prodnct;"e activities, its acceptance 

... 1 probably entail r«l"ttd demands to bis products from Non

IIQlpire conntrio; and ";11 aJ[ i>tst remit in tbe diversion of a part of 

allt trade lrom those .,.,.,,,1ri5 lID ~ United Kingdom and not iit 

..... Tn! expansion of it or of -r ~lIIential increase in produc. 

t"" ..... If we can put .. ~ b- a ~l the political and semi. 

~itical isslt"" .. hicil :aR""".a-"l.I! iiIoanricably mixed np with the 
~reelltent, the int<"relll.~ <»I w< «..em... £L-nIer tberefore fnmish the 
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most important residuary test by which the benefit or otherwise to 

India from the Agreemeut is' to be determined. 

Interests of manufacturers.-It does not, of course, mean that the 
effect of the Agreement on our manufacturing industries is not also an 
equally important test by which it should be judged. While India is 
bound to ~ontinne to be en essentially agricultural country for a long 
time to· come, she certainly does not wish to play the role of the pro
dn~er of raw 'materials or of semi· manufactured articles fo~ the benefit 

of other industrial countries, herself depending on such countries for 
the supply of manufactured goods required by her own people in their 
daily life •. The Indian producer would like to produce more, but, at 

the same time, would like to red uce his dependence on overseas 
markets for the absorption of his exportable surpluses and would 

prefer his raw products being consumed more and more by his own 
people and by the factories of his own country. If he can grow 
better cotton, he would like the hand-looms and power.looms in India 
to tum it into finer varieties of cloth than are now manufactured, to 
stop the import of such cotton for the' purpose from outside and to 
make it unnecessary for his people to import any foreign cloth. If 

he can increase and improve his production of oil-seeds, he would 
like his oil-mills to crush them in order to export the surplus of the 
fiuished oils not required for use in India and to retain the whole of 
the cake to feed his cattle and enrich his soil. In other words, the 
economic prosperity of the l,!dian farmer lies not merely in the im
provemen t of Indian agriculture, but also' in the 'regeneration of 

Indian industries simultaneously. 

Interests of Consumers.-Again it must be remembered that the 
Indian farmer, who is the producer of the bulk of India's national 
wealth, is also the main consumer of the goods manufactnred in 
India or imported from'outside, beeanse the rural population of India, 

which is directly or indirectly dependent on agriculture as the chief 
J occupation, form 90 per cent. of the total population. So, another 

important related t~st by which the effects of the Ottawa Agreement 
on the economic life of the Indian farmer are to be judged is, does it 
increase his cost of living by leading to direct or indirect taxation? 



If it does, it will obvionsly operate as a serions handicap to Inci.lad 
agriculture as well as Indian industries. The Indian farmer's stay
ing power and his staudards of life are alRady so low that any factor, . 

such as additional taxation, direct or indirect, which goes to reduce 
them further, cannot but cripple his productive activity and his 
purchasing pow~r to the detrimeut of India's agricultural and 
industrial de"e\opment. 

Political isstles eliminated.-It therefore follows that, before 
India accepts the Agreement, she must be satisfied that, on a 
balance, it will prove beneficial to Iudian agricultural and in
dustrial progress and that it will have beneficial repercussions 
on the economic life of the Indian farmer both as a producer 
and as a consumer. . In the process .~t this ascertainment, many 
complex issues are involved. The economic, political and con

stitutional issues are ofteu so inseparably interrelated that most 
economic problems cannot be solved witbout tackling their political 
and constitutional aspects 115 well. Granting that the delegates sent 
by the Governmeut of India are tbe best that India can find to re
present her and that the Governmeut of India itself, in entering into 

the Agreement with His Majesty's Government, is actnated by the 
sole desire of placing India's interests in tbe forefront, still there are 
several other political and constitutional factors whicb require being 
investigated into in connection with any kind of trade agreements bet
ween Iudia aud otber parts of the British Empire. I, however, pro
pose to eliminate their consideration frolft my present examination of 

the Agreemeut and wish to confine myself to the economic and 
financial repercnssions of the Agreement on Indian agriculture and 
industries. 

The Agreement. 

The essence of tbe Agreement is that India sball guarantee a 

preference 01 10 per cent. on specified gOO!is coming from the United 
Kingdom, other than motor vehicles on. which tbe preference is to 
be 7i per-cent. In return for this, tbe United Kingdom shall 
guarantee a similar preference to certain specified articles imported 
from India. • Preference' means that tl,e goods from tbe favnured 
country pay import duty at a lower rate tban the general duty or Ule 



duty paid on goods of the unfavoured country. It will he explained 
later how this preference is created in practice. The object of the 
preference is to make Non· Empire goods dearer thau Empire 
goods with the help of customs duties and to therehy create a 
greater demand for Empire goods. The Agreement is drawn up in 
the form of 14 articles aud 8 related schedules and may he divided 
into four parts; (I) the part dealing with the undertakings given by 
His Majesty's Government in the United Kingdom in regard to the 
preferences to he given to the Indian commodities and the lists of 
such commodities; (2) the part dealing with the undertakings given 
on behalf of the Government of India in regard lo the preferences to 
be given to the British commodities and the lists of such commodities; 
(3) the part dealing with the undertakings given and received by 
His Majesty's Government and the Governmellt of India as regards 
the trade between India and the Colouial Empire (i.e. Non·Self·Gov
erning Colonies, Protectorales and certaiu Mandated Territories); and 
(4) the part dealing with the reciprocal undertakings concerning the 
Government of His Majesty and the Indian Government. The 
Agreement embodies what in essence may he called a scheme of Inter
Imperial Preference on a basis of reciprocity in respect of a limited 
memher of commodities, the United Kingdom undertaking to accord 
the same preferences to India and the Dominions, and India under
taking likewise to give the same preferences to the United Kingdom 
and the Dominions, with a declaration by both Britain and India of 
their intention to extend the scheme to the Colonial Empire. 

It will be convenient to examine the Agreemem in relation to 
"its fonr parts separately in the first instauce and then to take a gene
ral su,,-ey of it as a whole, to determine whether, on a balance, it 
operates to the gain or loss of India. 

PART I OF THE AGREEYEXT. 

PreE....ence by the United Kingdom to India. 
Articles I to 8 and Schedules A to D contain the pro,;sions 

relating to preferences to "IndlllJJ goods in the United Kingdom. 
Schednle D gives a list of 6 articles which ..,11 be at!mitted into the 
United Kingdom free of doty from all sonrces, ludiau or otherwise. 
They are shellac, raw jote, m~-raboiams, broken-rice, mica slabs, and 
varieties ot· Iudian hemp. These are admittedly articles in .. hich 
Iudia bas a monopoly and for which the Uoited Kingdon has indus
trial and other uses. Their free admission io,"olves no real cooces
sion to India .. bile it benefits England. Schedules A, Band C 

• wntain lists of the articles on wbich new or increased preferences 
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are agreed to be granted and tbose to wbich the continnance of 
preferences is agreeed, Such articles number about 30,. The 
Ottawa Report estimates the value of such imp.:>rts into the United 
Kingdom in )929 at £41'86 willions, 

In order to understand the implications of tile Agreement, 
it is necessary to state briefly the position of the trade relations 
between India and the United Kingdom 011 the date of the Agreement, 
alld the circnmstances under which the Indiall delegates went 
to the Ottawa COil ference, Though the Uilited Kingdom was 

"These articles are classified nnder tbe following four beads by 
Prof, C, N, Vakil of tbe Bombay University, Tbe values of the total 
exports of India in those articles and of the exports to the United King
dom are also given for 1929-30:-

Total amount of 
exports in 
1929-1930, 

First Group :-;- Rs, 
10 articles in which India is tbe cbief 

supplier to tbe United Kingdom, 

(1) Jute man ufactures, (2) Tea, 
(s) Tauned bides aud skillS, (4) Goat skin, 
(5) Caster seed, (S) Teak wood, (7) Oil 
seeds, (S) Groundnuts, (9) Coir manufac-
tllres, and (10) Sandalwood Oil 115 crores 

Seco"d Group:-
. 7 articles in which Dominions also 

compete witb India :-
(1) Pig lead, (2) Colfee;(3l Spices 

(4) Tobacco, (5) Pnlses, (6) Bealls and (7) 
Barley 9 crores 

Third Group :-
9 articles with limited capacity for 

expansion of trade :-
(1) Cotton piece-goods, (2) Cot

ton twist and yarn, (3) Rice, (4) Carpets 
and rugs, (5) Non-essential vegetable oils, 
(S) Bran and pollards, (7) Manures, (S) 
Magnesite, (9) Granite and magnesium 

. chloride 

" Fourlh "Group :-
" 3 Special articles:

(I) Linseed 
(2) Pig-iron 
(.) Cotton 

41 crores 

6'5 crores 
2"59 " 
100 .. 

Export. to 
United . 

Kingdom, 
Rs, 

3S'S croreS 

3'2 crores 

IS4!akbs 

l'S crores 
33 lakhs 
4 cr~r~.~. 
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and has been substantially a free trade country till 1931, when the 
National Government assnmed control over her destinies, since 1919 
she has heen involved in a policy of encouraging Empire trade by 
grant of tariff prefereuces. It is the result of a plea that the Domi
nions, specially Canada, have been putting forward for Imperial pre
ference since 1897. So, certain articles like coffee, tobacco, froit and 
silk (to inention_ only those in which-India is interested) have beea 
for some years past allowed to enter into tbe United Kingdom at 
rates of duty substantially lower than those applicahle to fO{eign 
products and still enjoy such preferences. The articles wbich are 
enjoying prefc;rences in the UiJited Kingdom in this manner are more 
nnmerous in the case of Dominions than those in ;vhich India is inter
ested. Some Dominions have, on their part, given preference to some 
articles of the United Kingdom. The duty on tea imported into the 
United Kingdom was removed in 1929 and the preference wbich the 
Empire tea enjoyed in the United Kingdom till then was pnt an 
end to; but it was restored by tbe Finance Act in 1932 with an added 
preference of 2d. a ponnd. The National Government, soon after its 
accession to power in 1931, elaborated plans for the imposition of a 
general tariff both for protection and reven ue purposes and passed early 
in this year the famons Import Dnties Act. That Act contained a 
schedule Of articles which the United Kingdom wonld import dnty 
free, evidently in the interests of the Briti.h Consnmer and the British 
Industries. The Act imposed a 10 per cenL daty, generally speak
iug, but ranging from 10 to 33 per cent. in some cases, on all comma
diti"" other than those included in that free schedule and those not 
liable..to import duties under earlier Acts of Parliament which im
posed certain duties from time to time on some commodities import
ed into the United Kingdom. The Import Duties Act of 1932 con
tained a provision by which the prodncts of Dominions and India, to 
which the Act applied, were exempted from the operation of the new 
duties npto the 15th November 1932. His Majesty's Government made 
an annonncement in the Parliament in this connection that, if Domi
nions and India entered into a satisfactory a.,areement with the 
United Kingdom at Ottawa, orders for the further exemption of the 
Dominion and Indian goods from the duties under the Act wonld he 
iss6ed while, in the absence of snch an a".areement being oonclnded. 
no gnarantee of the continnance 01 such an exemption could he given. 
The Dominions have been .-.nxious at least since 1897 to evolve 
some schemes of reciprocal preferences with the V nited King
dom. Bnt it was the United Kingdom, for reasons which it is not 
nec: sary to state here, bnt mainly by reason of her dominant 
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industrial position and free trade tendencies, that was not enthu
saistic over the idea. It is now the United Kingdom's tnrn 
nnder the pressure of a combination of world factors which affected 
her trade, commerce and industry adversely, to take the initiative 
to materialise an elaborate scheme of reciprocal preferences, between 
the Empire countries. So, the Dominions and the United King
dom went to Ottawa fully prepared to concll\de au agreement 
which is but the cnlmination of a policy over which they bave 
been working for a generation. But Iudia's participation in that 
Conference was not due to any desire on the part of the people 
of India to evolve any scheme of imperial preference at Ottawa. 
Even the Government of India, so far as the pnhlic are aware .. 
did not take any initiative in the matter. The Indian pnblic were in
deed in complete ignorance of the matter until the Government of 
India, in answer to a question put in the Assembly, casnally 
revealed the fact that they nominated certain delegates to represent 
India at Ottawa. This participation of India at the Conference was 
obvionsly the result of a notice given to the Government of India 
by the Government of His Majesty that, unless a trade agreement 
was concluded by the Indian Government and ratified by the 
Indian Legislatnre before the 15th November, certain Indian com
modities might be made liable to import duties under the Import 
Dnties Act. It was under these circumstances that the Indian Gov
ernment's delegates went to Ottawa and entered into the Agreement 
with the British Delegates. 

The Agreement has been concluded. It has not yet become 
effective, for it awaits the ratification of the Legislative Assembly. 
Very likely it will be ratified by that bod)'. The question still 
remains whether it is acceptable to the Indian people, whose inte. 
rests the Assembly cannot be said to represent, both because it is 
constituted on a very limited franchise and even so, its decisions 
are not solely those of the elected members but also of the officials 
of the Government and the members nominated by them. The 
minority of the Indian Fiscal Commission said that India conld 
consider schemes of Imperial Preference if the Non·Official Members 
of the Legislature Assembly were given power by legislation or 
other eqaally effective methods to initiate, grant, vary or withdraw 
preferences in the interests of India and the decisions thereof 
did not depend on official votes. This request is now repeated 
but the authorities in England and India have declared their inten
tion of implementing the Agreement with the help of the official 
votes. 
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Effects of the Agreement on India'. Export Trade. 
Retention of our Export T,ade.-The supporters of the 

Agreement appear, prima facie, to stress more on the dangers 
to India which are certain to follow in the wake of it~ non·accept· 
ance tban on the positive gains that will accru .. from its acceptance. 
They, no doubt, also nrge in favonr of its acceptance that, on a 
b~lance, it operates to the advantage of India. But, a reading of 
the report nnmistakeably discloses the mental attitude with 
which the Indian delegates approached tbe problem. At the 
very outset, they fonnulate the question with which they were 
confronted thns: "Whether India conld afford to stand ont of an 
'4greement which seemed likely to include most, if not all, Empire 
countries other than herself. It i& no 10llgera question of wbat India 
stood to gain but of wbat sbe stood to lose." It tberefore becomes 
necessary to examine bow far this fear of tbe Indian delegates 
is justified. The task may be said to involve, for its complete dis· 
charge, a detailed examination of the position regarding the export: 
abl(" surpluses of each of the 30 articles for which India is promised 
preferences and see how far our export trade in respect of each of tbem 
will be affected adversely in the absence of those preferences, which 
other parts of the Empire will enjoy. But, the basis for the 
Indian delegates' apprehension can be effectively tested by coufining 
our attention to some of the cbief agricultural products of India snch 
as tea, jute, cotton, rice and oil.seeds, for instance. 

Tea.-Of the Articles mentioned above, tea occupies the fore· 
most place in regard to Indiau export trade with the United King. 
dom. Indeed, out of tbe total value of ;£ 41'S6 millions of Indian 
articles to which the Uuited Kingdom agrees to give preference, tea 
covers one half, for the export of tea from India to the United 
Kingdom is in the neighbourhood of;£ 20 millions. In 1929 -30, the 
value of Indian tta exported to the United Kingdom was 23 crores of 
rupees. The other couutries which supply tea to the United Kingdom 
are Ceylon and Java. Ceylon sends annualy tea worth Rs. IS crores 
and Java a comparatively small quantity. Assuming that a preference 
of 10 percent is given to Ceylon while it is denied to India if sbe did 
not accept tbe Ottawa Agreement, it is ab.~olutely impossible for 
Ceylon to so expand her tea production as to replace India witb its 
Its. 22 crores worth of annual export to the United Kingdom and 
the British people will bave to bny Indian tea with the duty added. 
Even assuming that Ceylon can expand to some extent, the position 
might at best be reversed and she might be able to snpply Rs. 23 
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clores worth leaving India to snpply 18 crores worth. Snch 
snpply from India to the United Kiugdom mnst be at an extra cost 
of 10 per cent to the British consnmer. The position of I:tdia 
in tea being strong in the market of the United Kingdom, 
the higher duty paid by Indian tea will govern 'the general 
price level of tea in the United Kingdom- So even Ceylon 
tea becomes dearer. It is therefore extremely unlikely, almost im
probable, that the United Kingdom will tax Indian tea, and make 
it more costly for her people. Even in the regime of the National 
Government, there are powerful elements in British politics opposed 
to further taxing of food and increasiug the cost of living. Moreover, 
the Indian tea industry is mainly in the hands of British capitalists 
and it is incredible that the United Kingdom will do anything to 
injure the vast and importaut interests of the British tea-planters 
and manufactnrers. The Indian part of the tea indnstry caunot 
be singled out for being hit and the Iudian lahour on the tea planta
tions cannot similarly be iujured nnless the main British tea interests 
in India are injured. In the absence of more convincing argu
ments than are contained in the Report as to why England should 
thiuk of making Indian tea more costly to her people and of ~njuring 
the interests of her conntrymen, who have sunk a large British capital 
in tea-plantations and developed Indian tea trade with the United King
dom, it must be said that the fears entertained by the Indian 
delegates in this matter are wholly unfouuded_ It must be further 
remembered that there is uothing in the Import Duties Act of 1932 to 
remove the preference which Indian tea had secured under the Finance 
Act of 1932, by the mere 1I0n-acceptauce of the Ottawa Agreemeut, 
for articles liable to duties under the older Acts including the Finance 
Act are excluded from the operation of tire I!Dpc.rt Duties' Act. So, 
His Majesty's Government must go out of their way to nndo the 
existing preference to Indian tea, by some action outside the scope 
of the Import Duties Act. The elaborate plea about Indian tea trade 
suffering by the non-acceptance of the Agreement therefore seems to 
be quite nnreal to my mind and looks more like propaganda in favour 
of !he Agreement tl,an an argument based on evidence and 
probabilities. 

Jute.-India has a monopoly of raw jnte and it is naturally put 
in the list of articles which are imported into the United Kingdom 
free of dnty from all sources. So, the non-acceptance of the Agree
ment or the removal of raw jute from the free list will bave no efleet 
on it. As for our jnte mann factures also, we have a virtual though. 
not absolute monopoly, and the United Kingdom is 6nly a small 

2 
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purchaser from us. Of tbe Rs. 52 crores worth of jute manufactures 
exported by us in 1929-30, the United Kingdom took abont Rs. 3 
crores worth and no more. So, we send 94 per cent of onr jute 
mannfartnres to othen:ountries than the United KinJ:dom. A duty 
of 10 per ",ent on our jute manufactnres besides increasing the cost 
to the British consumers, will also affeer the British captalists in 
India in whose hands that indnstry is largely concentrated. If the 
United Kingdom were to tax ol1r jnte manufactures, may we not 
impose an export dnty on ODr nw jute going to her? So, the plea 
that jute industry and jute trade will suffer by the Don-acceptance 
of the Agreement is also unreal. 

Cotton :-In regard to India's raw cotton, the Agreement does not 
give any preference for the obvions reason tbat the United Kingdom, 
by the imposition of import dnties on foreign cotton, win increase 
the cost of production of cloth by Lancasbire. Article 8 of tbe 
Agreement merely states tbat the United Kingdom will co-operate 
with India in schemes for .. promoting wbetber by research, pro
paganda or improved marketing the greater use of Indian cotton in 
the United Kingdom." At present, England bnys very little of Indian 
cotton. ·In 1929, ont of Rs. 100 crores worth of cotton imported by 
tbe UniteCi Kingdom, she purcbased only for 4 crores from India. 

J India's chief purcbasers of cottou are Japan and China. In 1929, India 
exported 65 crores wortb lof cotton, most of whicb sbe sold to those 
two conn tries. Assuming that by research and propaganda, India 
can be belped to produce better varieties of cotton, tbere is ample 
scope for its consnmption by ber own mills for tbe manufacture 
of higher connts of yam, for wbicb pnrpose they now import large 
qnantities 01 foreign cotton. As regards India's cotton manufactures 
tbere is admittedly little demand for tbem in England. So the 
non· acceptance of the Agreement will bave little adverse effect on our 
export trade in raw cotton or cotton manufactures, or will its 
acceptance help milch its expansion of export trade in tbem with 
the UJlited Kingdom. 

Rice :-It i. estimated tbat tbe Indian Empire (India and Bnrma) 
conSllmes 93 per cent of rice prodllced and exports only 7 per cent, 
of whicb 3 per cent is purchased by the United Kingdom: When 
Burma is separated from India, the latter's share of trade will be 
much less. Thollgh the Indian rice, which snpplies 1/3 of the 
United Kingdom's reqnirelnents, is cheaper than the American and 
Spanish rice, which snpplies the remaining 2/3, there a~ 

otber factors which determine consumption, such as methods 
of packing and polishing, which are no doubt matters of 



iashion, but are paramount with the consumer. SpaiD has, besides, 
peculiar advantages such as cheap trallsport facilities by coastal 
stealners and opportuniti.s for direct ~ .. tact with the grocers which 
will make it difficult for India to compete. Even if India's rice is 
SUbjected to Import dllties, she will not be be worse of than America 
and Spain who will come under the same duties. So, the export 
trade of India proper (less Burmal in rice, even though it may 
slightly f-rofit by the preference. will .be a negligible factor in 
estimating the effects of the Agreement. Wheat and other food. 
grains are negligible factors Iikewiss in our export trade. 

Oil Seeds :~·India has a virtual monopoly in certain kinds of oil 
seeds like castor seed, and the United Kingdom is not a large purcha
ser thereof. In 1929·30, of the Rs. 2·14 lakhs worth of castor seeds 
exported &om India, the United Kingdom purchased only Rs. 491akhs 
worth: In groundnut also, the United Kiugdom is not a large pnrcha. 
lIer, In 1929·30, India exported Rs. 16'38 crares worth of gronndnut, 
of which the United Kingdom purchased only Rs. 1.24 crores worth. 
I consider that India's endeavoursbould be to crusb her oil seeds 
and not to find facilities in overseas markets for exporting her seed, 
so that other countries maycrllsb it and send the finished oils into 
India, retaining the must valuable food and fertilising stuff, the cake, 
.for tltemsdves. There is use for any amount of cake to feed tbe Indiaa 
.,..ttle and mauure the Indian soil. With the growth of Il1diatt 
indnstries there will be increased demand for her vegetable 'Oil~ for 
internal ~nsumpti'On. I ~onsider it a great catast£ophy to Indiau 
agriculture and industries to encGurage the export of Gil seeds and 
oil seed cakes. So, it is preference to Indian vegetable 'Oils that 
ought to interest us more thau preference to oil seeds. India caD. 

aud does produce castor oil, cocoanut oil, linseed oil, Tape oil, 
grauuduut oil alld sesamu.n oil. But, Inost 'Of tbese are now absorb
ed by the eastern eountries and Englauc!. buys very little llnd gets 
her supply 'Of vegetable oils from the continent of Europe. Does 
the preference offered tll these oils help Indian export trade in them 
with the United Kingdom? It is possible that the enhanced prefer
ence which these oils get in tb" United Kingdom by the duty 'On such 
Non·Empire 'Oils being raised from /Xl 10 to 15 per cell.t may help 
Iudian trade in vegetable oils. Tbe report, however, points Gut tbat 
Indian oils bave two serious handicaps, namely, expensive packing 
and high sea freight aud it remaius to be seen how far the promised 
preference will expand Indiau export trade in those 'Oils wita the 
United Kiugdom. 



Other arlides.-I have taken some of our chief agricultural pro
ducts as instances in regard to which we may test, in the main, the 
foundation for the Indian delegates' grave apprehensions about the 
impending disaster to Indian export trade by the non-acceptance 
of the Agreement. The position of our export trade in these 
products with the United Kingdom and the other countries, is such 
as not to warrant that alarmist view. It is not my purpose to 
establish that the export trade in no Indian commodity will benefit 
at all by the preferences nnder the Agreement. It is possible that on 
an examination of the case with regard to each of the important 
articles to which preference is promised, it will be found that in the 
case of some a certain amount of advantage will be gained by the 
preferences. Take, for instance, colfee whose position now is very 
weak in the markets of the United Kingdom. Since 1919, it has 
been enjoying a preference of 2s. 4d. per cwt and India supplied 
only 8i per cent. of the United Kingdom's requirements. The prefer. 
ence is now raised by the Agreement by 7 .hillings, that is, to 
9s. 4d. a cwt. So our export in colfee may improve to some extent 
though it is true that the other Empire countries, which also supply 
colfee to the United Kingdom, which gets 45 per cent. of its colfee 
from the" Empire conntries, would enjoy the same preference, and 
Central America and Brazil are very strong rivals to compete with. 
Similarly Indian Tobacco may have some benefits by the preference, 
bnt India will not snlfer seriously even if no preference is given. 
Take again tanned hides and .. kins; it is true that our position 
in the United Kingdom market is strong. In 1930-31, tJu, value of 
our total e.>.port of the commodity was Rs. 6-27 crores, of which 
Rs. 5.74 crores worth went to the United Kingdom. Neverth .. -
less. onr trade in tanned hides and skins not being altogether free 
from competition, the preference may give it some advantage. Bnt, 
taking our export trade in the articles covered by the Agreement 
as a whole, it most be said that even thongh the Agreement may 
beneiit some of the articles, the non-acceptance of the agreement, 
if dictated by other paramonnt economic considerations, will not 
.serionsly jeopardize our export trade in the preferred articles. 

Ex/>a",,;_ of our Export Trade.-So much in regard to the 
negative argument against the Agreement. Then there remains 
the positive aspect of the case for the Agreement, namely, that 
its acceptance will resnlt in a substantial expansion of onr export 
trade' and increas.."'CI agricultural production in regard to the articles 
which obtain preference under the Agreement. Herr again, the 
legitimate line of enqniry to follow will be to examine what 



margin there is in the total import trade from all countries of 
the several articles into the United Kingdom. which India can 
capture by replacing the other countries from which the United 
Kingdom now obtains her supply of those articles. . This enquiry, 
on fnrther analysis, falls into two parts. We have first to determine 
what additional part of that portion of supplies, which. the United 
Kingdom .gets in these preferred articles from countries other than 
India, can be captured by India, on the basis that India's production 
and exportable surplus remain the same as now. The results obtain
ed from this enquiry will ouly disclose what part of our existing export 
trade in these articles is divertable to the United Kingdom from the 
Non-Empire countries. I do not think that the possibility of such 
diversion alone, even if established, will be nrged to be a suffi
cient reason in favour of accepting the Agreement. So it is not.a 
fruitful enqniry on which the defenders of the Agreement need over
stress, for it caunot obviously justify by itself either the concluding or 
the ratification of the Agreement. The really important part of the 
enquiry mnst be what fresh stimulus India will get for her productive 
activity in the articles which obtain preferences and how"much more 
can she produce to replace the foreign competitors in these articles in 
the Empire markets. The Report does not throw much light on this 
aspect of the question, which is really the crux of the matter. There 
are mere vague generalisations of the possibilities of expansion of 
Iudia's production and export trade in some of the articles under the 
,preference scheme. Let me take one outstanding example to which 
the Report devotes considerable space to ,test the sonndness of the 
reasoning adopted in the Report. j , 

Linse.d.-Linseed is said to be an article in which there is con
siderable possibility of expansion ofprodnction and of finding larger 
market in the United Kingdom. It is true that the United Kingdom 
is a large buyer of linseed for the sake of its oil which is required for 
industrial purposes aud for its cake as food stuff. She gets the bulk 
of her supply of linseed from Argentine and only abont t of her re
quirements from India. The total value of seeds imported by the 
United Kingdom in 1929-30 was R •. 6'51 crotes, out of which seed 
worth Rs. I'S crores was from India and Rs. 4'7 crores from Argentine. 
In that year, India exported Rs. S'72l'rores worth of linseed, of which 
S'92 crores was taken by France and Australia. Expressed in bulk ins
tead ofvalue, during the quinquennium 1926-30,the average imports of 
linseed into the United Kingdom was3r, thonsand tons a year. In the 
same period, the average export from India to all countries was 215 
thousand tons a year, of which 1/4 or about 50 thousand tons only went 



to tbe United Kingdom. The question is whether India can displace 
Argentine to any appreciable extent witb the help of tbe 10 per cent 
preference and increase her annual production of lillseed to export 
larger quantities to tbe Uuited Kingdom, without losing any part 
of ber trade witb France and Australia. Onl~ in that contingency 
will there be a real expansion in our export trade in linseed. The 
report asserts ill a very general way that "India can witbont difficnlty 
meet a very large part of the United Kingdom's reqnirements" but 
gives no reasons in snppo' t of tbe statement, except the belief in "tbe 
eXbaordinary elasticity of Indian agricultnral prodnctic>n in response 
to variations in world demands." 

This easy optimism is scarcely jnstified. Indeed, India's agricul
tural and marketing enterprises are perbaps tbe least organised in the 
world and are certainly not snperior to those of Argentine. The 
materials placed before the Royal CommiiSion on Agricnltnral and 
the Indian Central Banking Enquiry Committee disclose a depressing 
story abont the capacity of India's prodncts to make headway in over
seas marke~ in competition with the foreign countIies. In the case 
of linseed itself, the Indian production received a serious setback in 
recent years; ... bile it reached a figure of 533 thoDSand tons ia 
1922-23, it has come down to237thoDSand tons in 1930-31, evid
ently due to wanl of demand for it in overseas markets. So to propbe5f 
that a 10 per cent preference will enable India to enlarge the area 
nnder linseed by 2 million acres to obtain an additional annnal pro
duction of 250 thousand tons is a bazardous economic ventnre. In the 
Argentine Republic, large British capital is invested and the Republic 
is negotiating for a separate trade agreement with tbe United 
Kingdom. It is not nnlikely that with snbsidies, rationalisatiou 
of a"oricnltore, greater facilities for assemblage and tIansport 
and other forms <If State Aid. Argentine can get over the 10 per 
ceot preference and make her linseed cheaper than Indian seed 
in the United Kingdom's market. 

There are again the tIemendons factors of price level and 
DICIIletary policies which ma~ npset any calcnlatioos i.· regard 
IlD our capacity to capture larger markets for our products. Sir Attnl 
Chatterjee himself pointed out ia his opening speech at Ottawa that 
K the benefits to production and trade of a preferential system may 
easily be "."q,t fIUV1, nnless it is supported hy a monetary and 
credit policy. which assnres a reasonable measure of stability of 
~ .. ho1esalc prices." 
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These general considerations which apply to linseed apply to 
many other articles. Here again, it is unnecessary to deny that in the 
case of no article, the Agreement will help. But, the effect 
on India's export trade in the shape of real expansion seems to be 
small. In some of the articles to which preference is promised, 
there is keen competition from the Dominions (See GlOnp II foot 
note, page 5). Where the Dominions would enjoy the same preference 
as India, the latter cannot make milch head way. In some others, 
there is little scope for expansion of export trade owing to 
India's limited capacity to produce them. (See Group nI, foot note, 
page 5). Attempts were made by some critics of the Agreement to 
arrive at some mathematical results as to what the extent 
of the immediate and potential gains by the acceptance of 
the Agreement to Indian export trade will be and what the 
probable loss, by its non·acceptance. One estimate pnts such gain 
at Rs. 13 crores per year and such loss at Rs. 8 crores a year. But, 
I consider those estimates very inconclusive as they are necessarily 
based on surmises and are not expected to take note of several 
extraneous factors which may upset the calculations. So, it is in my 
opinion far better not to widen the sphere of controversy by clothing 
hypothetical estimates with the dignity of mathematical conclusions. 
The other cousideration" adverted to by me are sufficient to justify 
the conclusion that both the uegative and positive tests have failed, 
and that on the first part of the Agreement, namely, preference to 
India by the United Kingdom, it may be stated our export trade 
will not be appreciably jeopardized by the non-availability of those 
preferences, uor 'will it appreciably expand by coming under the 
Agreement. 

Two outstanding factors :-In coming to these conclusions, a 
consideration of supreme importance, namely, how this Agreement 
between India and the Empire countries, which involves in
crease of duties on foreign gooo.. will be received by our non
Empire customers, to wbom we sell 60 per cent of our ex
portable surpluses and what reactions it will have on our trade 
with them, has been left out. It will ,be adverted to in my 
general survey of the Agreement as a whole, for it is a more appro
priate context. Then there also remains another crucial qnestion. 
assuming the preferences we get under the Agreement will operate 
beueficially to some of our exportable commodities, what has India 
to give in return for such preferences? This is the topic which 
falls for consideration under part 11 of the Agreement. 

PART II OF THE AGREEMENT' 

Preference. to the United Kingdom hy India. 

Articles 10 and 1 I of the Agreement and the related schedules 
F. aud G. embody the undertakings given by the Government of 
India to His Majesty's Government in regard to preferences which 
certain British goods should enjoy ill India. Article 10 providee [or 
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prefc:rence being given to 163 classes of goods enumerated in 
schedule F' and imported from the United Kingdom into India, the 

* Prof. C. N. Vakil of the Bomhay University has grouped them 
into 58 classes and divided the 58 classes into 2 categories, namely, arti· 
c1es mainly imported from the United Kingdom and articles mainly im· 
ported from countries other than the United Kingdom. They are given 
below:-

A.-ARTICLES MAINLY IMPORTED FROM THE UNITED KINGDOM. 

Major: Total imports exceeding one crore. 

1. Cotton piece·goods. 11. 
2. Cotton twist and yarn. 12. 
3. Iron and steel goods. 
4. Machinery and mill·work. 13. 
5. Instruments, Apparatus and 14. 

appliances. 
6. Hardware. 15. 
7. Woolen manufactures. 
8. Paper. 
9. Rubber manufactnres. 

10. Cbemicals. I::: 18. 

Drugs and medicines. 
Apparel, haberdashery and 

millinery. 
Paints and painter's materials. 
Building and Engineering 

materials. 
,Cycles. 
Earthenware, Porcelain, fur· 

niture and cabinetware. 
Stationery (excluding paper) 
Ale and Beer. 

Minor: Total imports less than one crorB. 

19. Toilet· requisities. 26. Oil cloth and floor cloth. 
Cordage and Rope. 
Perfumed spirit. 

20. Toilet Soap. 27. 
21. Leatber manufatures (exclud- 28. 

iug boots and shoes). 29. Leather cloth and artificial 
22. Asbostos. leather. 
23. Coufeclionery. 30. Fish oil. 
24. Filled cartridges and cartridge 31. Engine and Boiler packing. 

Cocoa and Chocolate. 
P~int solutions. 

cases. 32. 
25. Brushes. 33 • 

. B.-ARTICLES MAINLY IMPORTED FROM COUNTRIES OTHER THAN 
THE UNITED KINGDOM. 

Major: Total Imports ucuditlg on. era ... 

34. Copper. 38. Artificial silk piece.goods. 
35. Motor vehicles. 39. Aluminium. 
36. Brass and similar alioys. 40. Canned and bottled provisions. 
37. Silk piece.goods. 41. Minerallubricati&g oil. 

42. 
43-
44. 
45. 
46. 

47. 
48. 
~9. 

Mitior: Total imports less than one erar •. 

Condensed ~nd preserved milk. SO. Tinned and canned fish. 
Boots and shoes. 51. German silver. 
Silk yarn. 52. Canned and bottled fruit. 
Toys and requisites for games. 53. Natural essential oil. 
Umbrellas and Umbrella fit- 54. Metal buttons. 

lings. 55. Ghee. 
Vegetable and nonessential oil. 56. Smokers' requisites. 
Cutlery. 57. Cork manufactures. 
Zinc. 58. Synthetic esseutial oil. 
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margin of preference being 10 per cent on go.)ds other than 
motor vehicles and 7! per cent on motor vehicles. :\rtic1e 11 
deals separately with British 'cotton, silk and artificial silk goods 
enumerated in ,schedule G. The preference in the case of these 
goods also is to be 10 per cent and they are not now subjected in 
India to allY scheme of protectioll. So, they might well have beel1 
included in schedule F. But the parties to the Agreement have reser· 
ved freedom to the Government of India to fix suitable differential 
duties on British and non·British cotton, silk and artificial silk goods, 
so as to give adequate encouragement to the British ones after the 
Tariff Board disposes off the reference now pending before it in regard 
to cotto" alld artificial silk goods and after the recommendations of 
the Board are considered by the Governmeut of India. So, our atten
tion may now be confined to the comm~dities listed in ~chedule F. 

The ratlge 01 P,ejerence to British G()Ods.- The articles in 
schedule F cover a very wide field of imports into India. The 
special merit claimed by the Report for schedule F,from the standpoint 
of India, is this: Goods which are at present free of duty, or dutia
ble at specially low rates or subject to protective duties under the 
Indian Tariff system are excluded frOlll tbe operatiotl of the pn!fer
ence within the scope of sclledule F. ;rhese are chielly articles o£ 
machinery which help Indiall agriculture or establishmellt of 
industrial plant ill India." The British Indian Delegatiotl ex
press their satisfaction at this achievement in these words: "It 
is in this way that we have been able to attain the objects which, 
fr01l1 the outset, we set before us, viz., that, if an agreement was 
made, the preferences given should not involve a departnre from the 
established principles of Indian Tariff /?olic),_" Bllt tbe really vital 
feature abont Schednle F is that it covers such a very wide range of 
British imports as to practically inclnde most manufactured goods in 
daily use in India. This aspect which is the most important objec
tion to the Agreement, has not drawn any comment from the 
Indian delegates. In addition to the,. new preferences, it is well
known that the United Kingdom bas been enjoying very important 
pr~ferences in India a: ready in the case of her two most important 
indl)stries, namely, steel and cotton textiles. When protection was 
given to Indian steel industry by the Act of 1927 and to Indian 
Cotton industry by the Act of 1930, British steel and cotton goods 

• Agticultural implements, dairy and poultry farming appliances, 
macbinery including textile macbinery and apparatus, printing and 
lethograpbic material, railway plant and roIling stock. . 

3 
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were given preferences over non-British steel and cotton goods. The 
preferential duties thus fixed on sleel will remain in force till March 
1934 and those on cotton goods till March 1933. The Indian cotton 
industry is now the subject of a fresh enquiry by the Tariff Board 
and a revision of the present preferential duties on imported cotton 
goods which were protected by the Act of 1930 would follow in the 
wake of the result of that enquiry and will become operative imme
diatelyafter the expiry ofthe 3 year period ending with March 1933. 
It is not unlikely that the United Kingdom will receive enhanced pre
ferences. In these circumstances, the ad mission into India, free of 
duty or at lower duties, of agricultural implements and machinery, 
becomes a. negligible concession in the Agreement, which gives pre
ferences to British goods, admittedly to the extent of at least 26 per 
cent. of th .. United Kingdom's total import trade with us. 

An Emergent Supplementary Agreement. 

In the case of steel and iron industry, no Agreement was con
clnded at Ottawa, it is said, owing to its .. importance" and .. diffi· 
culty," and the British Indian delegates were invited to England to 
settle it there with His Majesty's Government. The results of the fur
thernegotiations thus carri~d on in England are embodied in Chapter 
VI oEthe report and in a Supplementary Agreement. Notwith&tanding 
the fact that the statutory enqniry into the steel industry will be held 
in 1933 in India and a revision of the duties will be taken np in the 
Budget session of the Assembly in 1934, some nrgent necessity was 
discovered in England at the post-Ottawa negotiations to enter into 
a supplementary Agreement in regard to steel industry and to give 
important preferences to a certain class of British steel goods in the 
interval between now and March 1934, when the operation of the 
Indian Steel Protection Act of 1927 expires. The effect of this 
Supplementary Agreement in a nutshell is this: India is to export 
sheet bar (semi finished steel product nsed in the manufacture of 
galvanised sheets) to the United Kingdom to enable her to mann
facture galvanised sheets (finished products) and to reimporl 
the sheets into India at the preferential rate. 

Till surcharges on import duties were imposed by the Indian 
Finance (Supplementary) Act 01 1931, the duty on all galvanised 
sheet imported into India from any source was Rs. 67 a ton. With the 
surcharge, it has risen to Rs. 83-12·0 a ton. This has nndonbtedly 
given a great impetus for the manufacture of galvanised sheets by the 
'I'ata Iron and Steel works. In fact, in India's markets, Tata's galva
nised sh~ts a~ largely in evidence. Now, under the Supplementary 
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Agreelttent. the following preferential rates are agteed to by 
Indian delegates to be in force till the end of March 1934 when the 
present Steel Erotection Act expires. 

Sheets not made in the United Kingdom... Rs. 83-12·0 a ton 

Sheets made in the United Kingdom with 
sheet bar obtained from other countries 
than India Rs. 53-0·0 a ton 

Sheets made in the United Kingdom from 
Indian sheet bar. Rs. 30-0-0 a ton 

The precise economic implication of the anangement is thus 
set out in the Report itself, "Any increase in the sale of British 
galvanised sheet in India shonld be accompanied by an eqnivalent 
increase in the sale of Indian sheet bar in the United KingJom." 
The British manufacturer must have an indncement to use Indian 
sheet bar when making sheet for India's markets. Lest continental 
competition in the Indian markets in this commodity with the 
British Producers should be so great as to overcome even these 
enhanced preferences, a special provision is made in the Agreement 
to enable the Government to increase the duty on Non-British galva
nised sheets from Rs. 83·12-0 to any extent, tb protect the British 
sheet industry. This pow~r is to be exercised by the Government 
of India prompUy and with a heavy hand. Provision is also made to 
permit the Government of India to impose additional duty on 
British sheet also, if the Briti.h manufactnres resort to cntting down 
the price below a certain basic level so as to hit the Indian sheet 
industry; but a significaut rider is added to the latter recommenda, 
tion to the effect that "the dauger is not a possible contingency!' 
The justification for this Emergent Supplementary Agreelnent is 
thus put in the Report: "If we had not beeu able to reach the agree
ment, the almost inevitable result must have been the erection of 
new iron and steel furnaces in the United Kingdom ane! the 
accentnated establishment of additional galvanising plants in· India, 
thereby aggravating the conditions from which the world is suffer
ing." But, to .an Indian, the plea will not, I believe, appeal. The 
expansion of India's galvanised sheet plant will be to meet the 
requirments of the home market, while the new furnaces in the 
United Kingdon are contrived to capture Indian and other external 
markets. It must be added that this explanatiou about thedangers 
of tke accentuated establishment 0/ additional sheet plants in India 
is a bit inconsistent with an earlier assumption tha\ "evelJ wilen 
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the new equipment at Jalnshedpur is in full' operation, half the 
consumptioD loflndia) would still bave to be met from outside India." 
Then, what is the danger in leaving the Indian sheet indnstry to 
expand till it is able to supply half the bome market, (its utmost) 
and to whom is such expansion a danger? 

I have devoted so mucb space to this Supplementary Agreement re
garding galvanised sheet industry, because it gives a most penetrat· 
ing insight into the 'lrianner in wbich the British delegates set about 
their work in gaining their vital objects through the Agreement. 
Incid<!Dtaly, it may, heIp to dispel tbe belief that is being instilled 
into some minds that the Indian delegates outwitted the British 
delegates and drove a' cIever bargain, the secrets of which it will 
not be itt India's interests to reveal jus.! at present. This Supple
mentary Agreement not only creates an increased market for British 
galvanised sheets in India, bnt wiN also give a_double freight to 
British ships itt carrying Indian sheet bar to England and bring 
it back to India, in the shape of galvanished sheets. This is 
but an 4llustration of the traditional policy of encouraging the ex
port of India's raw and half finished commercial products in order 
to s .. nd them back to India as finished goods for Indian con
sumption. 

The preferences, which the United Kingdom gets nnder the 
Agreement, are said to extend to British imports of the valne of £. 17'4 
millions an year. This estimate exclndes British imports of steel 
and cotton goods into India which at present enjoy preference. They 
amount to about £. 26'6 millions an year. The preference therefore 
really extends to British imports of £. 44 millions and not to £. 17'4 
millions. 111 contrast to this mode of stating the British case, the 
valne of Indian goods receiving preferences uuder the Agreement is 
given at £. 41.8 millions, though Iudian tea of the, value o~ £. 20 
'millions aud other articles like coffee and tobacco have also' been 
receiving preferences in England as British steel and cotton goods 
have been receiving in India. 'I'he reason given in the Report for 
this difference in the method of stating .the case for India. and the 
United Kingdom is that.it is nnfair to the United Kiugdom to ad? 
to the value of the goods receiving preferences under the Agreement 
-the value of steel and cotton goods entering India subject to prefer
ential duties. The Report says: .. This is a crude test and the fair 
ness of the Agreement cannot with any exactness be measured in 
this way." In 'addition' to this plea it is further stated in the 
iReport that' tbe value of the imports from the United Kingdom 
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which would actually be beDefited by the preferences is somewhat 
over-stated, while the figure given for the value of imports into the 
United Kingdom from India is more precise 1 

To understaud the effects on India of the preference given to 
British goods, it is necessary to know two things: (I) what part of 
the total imports into India of the goods in which the United K~ng
dom gets preference comes from the United Kingdom, and what 
part from the rest, and (2) what is the relative position of the United 
Kingdom in regard to the goods she imports into India in compar
ison with the other countries, .which import the same kind of goods 
into India. It is estimated, taking the year 1929-30, that the total value 
01 the imports into India, of the goods coming under the scheme of 
preference, is Rs. 157'39 crores. Ontof these, those from the United 
Kingdom amonnt to Rs. 83'04 crores and those from other countries 
to Rs. 74'44 crores. In regard to the rdative position of the British 
imports in comparison with those of other countries, it is stated that, 
of the 58 articles into which Bdtish imports are grouped, 33 come 
mainly from the United Kingdom and 25 mainly from other countries_ 
<Vide foot note to page 16). As in the case 01 the Indian exports to 
the United Kingdom, some attempts are made to arrive at mathe
matical results as to the estimated margin of India's import trade, 
which the United Kingdom may capture with the help of the prefer
euces. One estimate is that out of the present margin of 74 crores, 
the United Kingdom may captnre abont Rs. 33 crores. For the 
same reasons that I gave in regard to similar estimates of the ex
tent to which the Indian expnrts may capture the margin in the 
United Kingdom, I consider that these estimates also are incon
clnsive. 

There is one more important term of the Agreement which has 
to be men tioned in dealing with this part of the Agreem.ent. What 
is guaranteed by Iudia to the United Kingdom under the arrange:. 
ment is mere:!y II fll4rgin of preferences as is the case with the 
Indian goods receiving 'preferential treatment in the United 
Kingdom under the older Acts a.nd not any particular level of duty. 
This margin can be created either by reducing the present level of 
duty. on British goods (other than motor vehicles! by 10 per
cent, leaving the duty on non-British goods as it is, or by increasing 
the dnty on the Non-British goods by 10 per cent, leaving the daly on 
the British goods as it is; or by a combination of both tbe methods. 
It is the last method that is adopted by the Government of India in the 
proposed Ottawa Tariff Bill. Taking the present level of revenue 



duties applix:able to British aud Non-British goods at 25 per Cent_ tid 
"a[o;""" the proposal amounts to hringing down the duty on British 
goods to 20 per cent and increasiug the duty on Non-British goods 
to 30 per cent, thus creatiug the 10 per cent margin_ All that i. 
guaraut~ed being a 10 per cent margin, it will be theoretically open 
for India to tax British goods at 100 per cent and NOll-British goods 
at 110 per cent_ How these several methods of creating the requisite 
margin affect the Indian consumer and Indian trade, commerce 
and industries, will be dealt with later in the general survey of tbl! 

. Agreement as a whole_ 

The laborious process through which we have gone to ascertain 
whether the preferences giveu to Indian articles by the United 
Kingdom will really benefit India's export trade and if so to what 
extent, need uot be goue into in connection with the secoud part or 
the agreemeut, namely, the prefereuces to the United Kingdom by 
India_ It is nobody's case that the United Kingdom will not profit 
hy the preferences given by Iudia to her goods. In fact it is 
common ground that it would_ The British Indian delegateS 
concede it and the British delegates feel happy over it_ So, all that 
remains to be ascertained is, while these preferences to British im. 
ports into' India unquestionably benefit the United Kingdom, wha~ 
effect will they have on India. This will be the maiu question ttl 
which the general survey of the Agreement will be devoted. 

PART III OF THE AGREEMENT. 

I ndia and the Colonial Empire. 
Articles 9 and 12 with the related schedules E and H contain 

the undertakings given and received by His Majesty's Government 
and the Government of India as regards the trade between India and 
the Colonial Empire. For the purpose of this Agreement, tbe expres
sion .. Colonial Empire" must be uuderstood to include tbe Non
SeIf-Governing Colonies, Protectorates and certain Mandated Terri
tories. This part of the Agreement need not detain us long. Tbere 
is very little reciprocity involved in it. Certain parts of the Empire 
like Kenya, Uganda, Tanganyika, Zanzibar, N yasaland and part of 
N. Rodeasia are precluded from giving any trade preferences to othet 
countries by international conveutions. Other Colonies and Protector' 
ates have to examine the question of preferences to India with special 
regard to their own tariff policies. Parts of the Empire, like thi! 
Strait Settlements and Honkoug, offer special difficulties by reason 
of the.ir extensive entrepot trade which make it difficnlt to 
ascertaiu whether a particular article comes from that Colony. 
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¥.oreover, there are no . statistical trade returns from the colonies. 
j..ny attempt to ascertain the value of the preferences exchanged 
~tween India and the Colonial Empire is therefore n,!t easy.· So, 
tjle precise nature of the action which His Majesty's. Government is 
expected to take under article 9 and that which the Govemment of 
ll'dia is expected to take nnder article 12 are to be awaited. 

PART IV OF THE AGREEMENT. 

Reciprocal undertakings between the United Kingdom and India. 

Reciprocity.-Articles 13 and 14 are reciprocal and concern the 
~overnment of His Majesty and the Govemmeut of India. By 
ljrticle 13, His Majesty's Govemment undertakes to give to India 
!lny tariff preference accorded to the Dominions and the Government 
Ilf India undertakes to extend to the United Kingdom any tariff 
preferences which they may accord to any Dominion. This is the 
~atural corollary of an Inter-Imperial Scheme of reciprocal trade 
p.references. It is, generally speaking, the present policy of tbe 
l!lIited Kingdom to give the same preference to tbe Dominions and 
Jlldia, and ;in future, according to the spirit of tbe Agreement. 
tile policy will be to extend similar preferences to the Colonies, Pro
t~ctorates and Mandated Territories as well. It will indeed be neces
Mary to do so. in the interests of the British Consumers themselves, 
~p that all parts of the Empire may compete on the same 
I!lriff level in the markets of the United Kingdom. If pre
"'rence is given to the Dominions' goods excluding Indian and the 
folonial goods of the same descriptjon. it would obviously enable 
the Dominions' producers to take advantage of the absence of com· 
p~tition from India and the colouies and put up the prices to the 
!3ritisb Consllmers. Britain being committed to a policy of reci
procal preferences to the Dominions, its extension to India and tbe 
"plonies is matter of necessity to tbe United Kingdom, in order to 
""feguard the interests of her own consumers. So, the preferences 
given to India and promised to the Colonial Empire nnder tbe 
Ottawa Agreement. far from being a burden on the British consu. 
Pler, essentially operate as safe-guards in his favour. Wbether tbe 
preferences which tbe Government oj India lIas l agreed. to give 
to the United Kingdom in return operate similarly, that is, not as 
II: burden on the Indian Consumer bnt as a safeguard to bis inte
rests, is the question. If it is so. there is a case of real reciprocity 
jlnd India must have been eager to accept the Agreement. 
n is, bowever, strange that, while all the British interests 
in Iudia and England bail the Agreement witb enthusiasm 
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and put fortb strenuous efforts to ensure its being quickry 
implemented by necessary legislation in India, most Indian interests 
and Indian economists are opposed to the Agreement in its present 
form. Unless all of them are sufferring from ecc;>nomic illiteracy 
or intellectual dishonesty or mental aberration, there must be some 
good justification for the practieaIly unanimous Indian opposition 
to the Agreement. 

Freedom to t.,mi .. at. the Agre.ment.-Article 14 enables .His 
Majesty's Government and the Government of India to termiuate 
the Agree~ent by 6 month's notice of denunciation. Milch is made 
of this term of the Agreement, and it is pressed largely into service 
as oue of the arguments in favour of accepting the Agreement, at 
least as an experimental measure, to test whether its defenders may 
not, after all turn ant to be better judges of its benefits to India. 
It will perhaps be found, on a correct examination of the constitu
tional position as to the powers of the legislature of a country enter
ing into a trade agreement with another. that the power to 
terminate au agr~ement on a reasonable notice of denunciation, in 
the interests of the fiscal policies of its country, wtll remain in tact, 
notwithstanding the absence of an express provision in the agree
ment to that effect. This seems to have been· the view ex
pressed by Sir John Simon in the course of the debate in the 
House of Commons on the Ottawa Bill. Apart from this constitu
tional position, the very idea of ratifying the Agreement, if there is 
any likelihood of its being terminated six months henee, is prepos
terous. ·In fact, Sir John Simon ridiculed the snggestion to intro
duce a similar clause of denunciation in the agreements with tlie 
Dominions, which are made for five y~ars, by quoting the following 
epitah in a Country churchyard on a baby that died soon after its 
birth: 

" If I should be so soon done for 
I wonder what I was begun for." 

MoreGver, Mee a trade agreement is ratified, numerous vested trade 
i..terests WIll grow up UDder it. It will be a fDtile agreemeDt if it 
should be otherwise. Om experience is that, even without compli
cations arising from trade agreements,it is an uphill task for the Iudian 
Legislature to adjnst her tariff policy to the real economic needs of 
India. How mnch more difficult it should be to do so, when new 
rights are created UDder solemn trade trealie. which are acted upoa 
for a certaiD periOd, must be evident to everyone who bestows any 
thought to the question. 
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A General Survey of the Agreement. 

A Plea to Postpone the Agreement.-The Scheme of the Ottawa 
Agreement is said to differ from the Imperial Preference Scheme 
which Lord Curzon's Government said in 1903 was detrimental 
to India's interests and which tbe majority of tbe Indian mem
bers of the Fiscal Commission also rejected in 1922. It is true that 
the Agreement does not embody a scheme of general preferences but 
adumbrates a scheme which is limited to selected commodities and 
based on reciprocity. Taking the Agreement as a whol~ and the wide 
range of the British imports which are to receive preference in India, 
the prevailing Indian opinion seems to be tbat the main objections 
urged against the adoption by India of the old plan of Imperial 
Preference still hold good. The fundamental consideration to be 
borne in mind in connection with a proposal to commit India 
to any form of Imperial preference is to be fOllnd in the 
disseuting minute of the majority of the Indian members of the 
Fiscal Commission. They say" The principle of Imperial Prefe
rence implies the uncontrolled power of initiating, granting, vary
ing and withdrawing preference from time to time consistently 
with each country's interest and on lines which are not injurious to 
itself." If this test is accepted as correct, the defenders of the 
Agreement must necessarily maintain that India has such power 
and that her Government acts solely in' her interests. In auy case 
they seem to say that Iudia uow virtually enjoys fiscal autonomy as a 
result of certain recent developments. TJ;!e fiscal conventiou that the 
Secretary of State is not normally expected to interfere in matters on 
which the Indian Legislature and the Executive are in agreement, 
the creation of the Tariff Board to investigate schemes of discrimi
nating protection to enable the Indian Legislature to pass suitable 
measures to protect Indian industries aud the holding out of an assur
ance that in no case a preference will bc allowed to diminish the 
protection which an Indiau industry requires are claimed by the 
supporters of the Agreement to be fundamental factors in the present 
fiscal policy of India. whiC"h were not iu operation either in Lord 
Curzon's time or at the time when the Indian Fiscal Commission 
reported. These developments which emerged from the recommend
ations ofthe Joint Parliamentary Committee and of the Indllstrial 
and Fiscal Commissions, it is said, have altered the situatiou so 
radically that the test laid down bv the Fiscal Commission about 
India's fitness to consider schemes of preference may now be taken 
to be satisfied. ' 

" 
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But the people of India do notconcede that these developments 
have resulted in securing to India in practice. the fiscal fr~edom 
necessary to initiate, grant, vary or withdraw preference from time to 
time to promote her true economic interests. It is mainly on tbis ground 
that Indian opinion urges the postponement of the consideration 
of tbe Agreement by the Indian Legislature, till responsibility is 
introduced into the Central Government, under the impending 
scheme of constitutional reforms. Tbe objection to this request, 
namely, that it is impossible for tbe United Kingdom to wait till 
then and that the scheme of reciprocal preferences in tbe case of the 
Dominions and non-reciprocal preferences in the case of India cannot 
be simultaneously, pursued even for a temporary period, is utterly 
unconvincing. Wbat will be the magnitude of the possible financial 
loss whicb England may sustain by exempting India from the 
operation of tbe Import Duties Act for two or tbree years more? 
To-day, does not the United Kingdom enjoy statutory preferences to 
ber steel and cotton goods? In addition to these, bas she not 
been enjoying and will she not continue to elljoy, other substantial 
preferences, sucb as the admillistrative encouragement given to the 
purchase of British goods for the public and semi-public departments 
of the State and the direct and indirect advantages of a creditor 
country by reason of the large investments of British capital in 
India, not to speak of the gains arising from the manipnlation of 
the currency policy of India? So, the loss of import duties which 
tbe United Kingdom may sustain by allowing free import of Indian 
commodities till the new constitution is brought into force will be 
as dust in the balance when weighed against the stupendous fiscal 
benefits which the United Kingdom received and still receives from 
India. 

It would appear from the published proceedings of the First and 
Second Sessions of the ROltnd Table Conference, specially tbose of 
the Federal Structure Committee, tbat it was all along contemplated 
both by the British Commercial interests and the Indian delegates 
that a Commercial Treaty or a Trade Agreement betw«n India and 
Britain should follow the new constitntion ih which the financial 
safeguards necessary in the interests of India and Britain would be 
settled. But, for reasons best known to His Majesty's Govern
ment, the process is reversed and India is being committed in advance 
of the constitutional relorms to a far reaching policy of Imperial 
Preference, to the detriment of the Cuture of her fiscal freedom. 

Cas~ for the Agr~~m ... t ~xamin~d on Us merits :-It is urged at 
the outset that India could not possibly refrain from participating in 
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·the Ottawa Conference for she could not stand out of a scheme of 
trade preferences in which all the other Empire countries join aud 
face their competition in commodities in respect of which she will 
be deprived of the benefit of the preferences. The answer to this 
plea, as already stated, is that the situation created at Ottawa is not 
of India's making. Nevertheless, assuming that in the circumstances 
in which she is placed to day by the action of other Empire countries, 
it becomes inevitable for Inqia that she should enter into some kind of 
trade agreement with the United Kingdom, the question still remains 
whether tbe particular Agreement concluded at Ottawa is one which 
it is obligatory on her to accept. The very intention of the proposal 
that it should be ratified by the Indian I.egislature before it becomes 
operative is that India must have the freedom to examine it on its 
merits and to accept it only, if it is beneficial to her on the whole 
and to reject it, if it is not. What then are the grounds urged in 
favour of its acceptance? 

The positive and uegative virtues claimed for the Agreement 
may be thus summarised:-

i. It helps India to retain her export trade in the concerned 
commodities with the Empire countries, which will 
otherwise slip away from her. It is also calculated to 
expand the total volume of India's export trade in those 
commodities which receive preference and will increase 
her present le~el of production. 

ii. It does 'not interfere with the protection afforded to the 
Indian industries. 

iii. It does not interfere with India's freedom to shape her 
tariff policies; 

iv. It brings about industrial co-operation between India and 
the Empire couutries; and 

v. It helps the revival of world trade. 

So let ns examine the validity of these claims. 

(i) Retention and Expansion of our Export Trade:- In consi-• dering Part I of the Agreement, the position,of our principal exportable 
commodities in the World markets was examined; it was found 
that the non-acceptance of the Agreemeut would not seriously 
dislocate our export trade with the Empire countries and that its 
acceptance, while it might result in a partial divertion of that trade 
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from the non-Empire to Empire conn tries, wonld not lead to any sllb
stantial expansion of onrtrade, or increase of our production_ Further 
it has not been established that a preference of 10 per cent will enable 
the several preferred Indian products to successfully overcome in 
Britains' market the competition of the Dominions or of the foreign 
countries which are mnch better organised in Agriculture and 
Marketing, in many cases with substantial State Aid_ India's agri
cultural products are mostly consumed internally and except in the 
caSe of cotton, tea, jute, oil-seeds aud tobacco India is not competing 
with other countries in overseas markets to any large extent_ 'I'he 
positiou with regard to these commercial crops in the United 
Kingdom was dealt with nnder part I of the Agreement. 

The question what effect the Ottawa compact between India and 
the Empire countries would have on onr export· trade with non
Empire conntries is an essential test in this connection. The re
lative position of our export trade as a whole with the Empire coun
tries and non-Empire countries is somewhat like this :-We sell abont 
40 per cent of our exports to the United Kingdom and tlle other 
Empire conn tries put together. Out of this, the share of our export 
trade with the United Kiugdom might be put down on the average at 
25 per cent of our total export trade though since 1931 it has 
risen slightly. .Thus, Britian is our single largest purchaser, 
but the other countries put together buy from us three times 
as mnch as she does. Therefore, the effect of a trade agree
ment with His Majesty's Government on our large export trade 
with other countries must necessarilx form. a vital consideration in 
determining whether we should accept the Ottawa Agreement or not. 
Nevertheless it is most surprising that the Report should have 
practically ignored this aspect of the problem. India has secured 
preferences to some of the commodities imported into the United 
Kingdom by her offering similar preferences to the commodities 
imported from the United Kingdom into India. In other word., 
India has to erect higher and more extensive tariff barriers against 
the inflow of non-Empire goods into her market. The effect of this 
must be the diminution of the import trade of those -countries 
with India, for they have to compete with British goods in 
Indian markets with a load of at "least 10 per cent on the prices 
of their goods. The non· Empire countries would certainly not 
like this arrangement, whatever else they may do or not do • 
. It is too soon to say what action they may take to undo the 
effects of the Agreement. Assuming that retaliation is not a sensible 
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proposItIon in trade and that India's exports being chiefly raw pro
ducts, which possess food and industrial value to the purchasers, the 
non-Empire countries will not boycott them, there still remains tbe 
probability that countries which are forced to sell less to us will be 
forced by the sheer operation of economic factors to buy less from 
us. So, if we apprehend that as a result of the operation of the 
Agreement in its present. form there may be reduction in the 
demand for our exports to the non-Empire countries, whose 
import trade with us is hit by the Agreement, it cannot be said that 
those apprehensions are baseless. In any case, it rests heavily ou 
those who ad vocate the acceptauce of the Agreement to make out 
that our export trade with the non-Empire Conntries will not be 
dislocated or diminished by the operation of the Agreement. 

It is unnecessary to give detailed figures about the relative volumes 
of our foreign trade with the United Kingdom and other countries. 
To show the magnitude of the problem it is enough if we know the 
position in regard to a few important conntries. In the year 1929-30, 
the figures for which are thronghout adopted in the Report, our 
export trade wiLh the United Kingdom was 21.9 per cent of our 
total export trade, while the proportions for Germany, the Uuited 
States of America and Japan were 8.8, 11.6, and 10.2, respectively. 
In other words, these three non· Empire countries alone absorbed 
30 per cent of our total exports as agaiust the 21.9 per cent 
ahsorbed by the United Kingdom. In the same year, these three 
countries did so much as about 25 per cent of our total import 
trade with us. Our export trade with the United Kingdoln has 
practically remained stationary in the last two decades; the pre
war av~rage was 25.1 ; post-war average till 1926-27 was 24.2 and in 
1930-31, it was 24 per cent. On the other hand it has been 
growing with other countries. The pre-war average for the 
three nou-Empire conntries named above (Germany, the 
U. S. A., and Japan) was 24.8, the post war average till 1926·27 
was 30.2 per cent, which level it still maintains. In regard 
to our import trade, the position is even more crncial. The 
pre-war average of the imports into India from the United 
Kingdom was 62.8 per cent of our total import.; its post-war 
average till 1926·27 was 57.8 per cent. It has been declining 
further since then and in 1930·31, it was no more than 37.2 per cent. 
It stood at 35.4 per cent at the time of the Ottawa Conference. Thns 
in th""e two decades, the United Kingdom's share has come down 
from 63 per cent of our total import trade to 351 per cent. So 
the non-Empire countries which are ~urchasers of 60 per cent of our 
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exports are also .upplying us· with more than 50 per cent of our 
needs in imported manufactured goods. The three countries above' 
named alone supply 25 per cent. It is in relation to these factors 
that we have to examine the effect of the Agreement on our export 
trade with the non-Empire countries. It seems to be a fair and 
reasonable iuference to draw from these facts that the import trade 
of the non-Empire countries with India will diminish by reason of 
higher duties on their goods and that snch diminution will lead to a 
reduction iu the demaud for our commodities by those countries and 
a contraction of our export trade with them. 

(ii) Protection to Our Industries :-The Report, it is true, con
tains assnrances to the effect that the preferences will not be allowed 
to impair the protection afforded to our industries. It is impossible 
not to make this concession in theory; both the majority and the 
minority of the Fiscal Commission have laid this down as a condition 
precedent to the adoption by India of any scheme of Imperial Prefe
rence. All the Dominions have claimed in unequivocal terms that 
not only their existing industries but also industries" to be esta
blished hereafter," must in no way suffer by the Agreement in the 
matter of protection needed by them. So a different rule cannot be 
laid down in the Agreement for fndia. But the real question is will 
this assurance operate in India in practice in the same way as it does 
in the case of the United Kingdom and the Dominions. The plain 
anSwer to tbis simple question depends npon answers to two other 
plain questions; (a) Has the Indian Legislature the same powers to 
give protection to Indian Industries by tariff legislatiou as the legisla
tures of the United Kingdom and the Dominion have? (b) Even if it 
it has such power in constitutional theory, is it in a positiou to eXer
cise it in practice in accordance with the wishes of the people of India 
and solely in their interests? The .answers to these questious must 
obviously be hased on the past and present experience of the working 
of the Indian Legislature in matters fiscal. It constitutes the most 
important and exciting chapter in the Economic History of India. 
The outstanding feature of that chapter is that the decisions of the 
Indian Legislature during the last <:enturyand a half, in regard to 
protection to and development of Indian industries, have been mainly 
influenced by considerations of their reactions on the vested inte
rests in .India of British Industries. The textile industry is per
haps the most conspicuous example. The latest act of the Le
gislative Assembly in regard to it is to secure p~eference to the British 
cotton textiles, over the non-British ones, although the Indian Tariff 
Board did not make any such discriminating proposal. Throughout 
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the Report it is said that the preference to Britain's cotton and steel 
. was given in the "Iuterests of India n. But nowhere was it ex
plained in what way it was to India's interests. The implication is 
perhaps that the Steel Protection Act and the Cotton Protectiou Act 
would never have been passed but for the preferences given to the 
British steel and Cl)ttou goods and it was therefore to the interest of 
India in that seuse to get those Acts passed by conceding those 
preferences. I am aware that Sir George Rainy put forward in 1930 
several grounds in favour of the preference to British Cotton Goods 
beuefit to the Indian consumers was one. But those grounds were 
disproved by later examination. 

The extremely difficult position in which the Indian Legislature 
finds itself to-day to reconcile the industrial interests of India 
and of the United Kingdom, will become, if anything, more 
difficult as a result of the Agreement. The increase of our export as 
well as our import trade with a single country, the United Kingdom, 
which is aimed at by the Agreement, will make the dependence of 
India for her overseas trade on the United Kingdom greater and 
consequently the vested interests of British manufacturers in India 
will also become greater. The opposition from that quarter to auy 
demand for protection to Indian industries, which has always been 
aud is sti11 serious, will naturally become intensified more aud more, 
as the interests of British manufacturers in Iudian import trade 
become larger and larger. They wi11 neither agree to Indian in
dustries with which they compete getting effective protection nor to a 
reduction of tariffs once imposed on non-British imports, so long 
as they benefit British goods, although they may hit the· Indian 
consumers. So the assurance that any article for the' manu
facture of which in India, protection may be desired by India can be 
put on the list of protected articles and removed from the preference 
list of the Agreement is a theoretical concession of little practical 
value to India at this stage and the difficulties for giving protection 
to Iudian industries will as a matter of fact become greater by the 
acceptance of the Agreement. 

The industries which are at present protected in India are very 
few, and in the case of the two most important protected industries, 
Steel and Cottou, the. protection was secured by concession of 
substantial preferences to Britain to the manifest prejudice of the 
of the Indian consumer. So the future worth of the assurance of 
protection to Iudian industries not being impaired by preference 
remains to be tested while its present worth is little, 
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In connection with this aspect of the problem it must be stated 
that the actual method proposed to be adopted to create the prescribed 
margin of preference to British imports namely, the reduction of 
duties on British imports by 5 per cent., and raising those on non
British imports by 5 per cent. may have an adverse effect on some 
of the ind ustries which are now sheltered by the Revenue Duties 
though not protected by Protective Duties. The case of Soap may 
be taken as an illustration. The'soap works in India are developing. 
The import of soap into India, 80 per cent. of which comes from 
Britain, has declined in t,he last 4 years from Rg. 50 lakhs a 
year to Rs. 28 lakhs a year. If the development of Indian Soap 
Industry goes on at this rate, it will be able to replace the entire, 
foreign soap in a few years. But the reduction of import duty 
on British soap may have an adverse reaction on our soap 
industry. There are many other preferred British articles of the 
same category. 

So the danger of the Agreement impairing the protection 
to Indian Industries is not nnreal. 

(iii) India's freedom to shape her fiscal policies.-In so far 
as freedom to give protection to Indian industries, is concerned, it 
has been dealt with above. Fiscal freedom in another direction 
will be necessary to work a scheme of preference to the beuefit 
of India. The tariff policy of the Indian Government iu relation 
to the Ottawa Agreement must be so directed as to preveut any 
iujury to Indian iuterests and to eliminate all avoidable burden to the 
Indian. consumer. 

It is now well established that the .. reductions of duty nnder 
concessional methods have different consequeuces under varying 
conditions of supply as regards tbe article affected." If preference 
is given to those British articles whose position is very stroug in the 
Indian market relativcly to that of the non·Empire countries, the' 
lower duty will govern the general price level of those articles, 
or in other words, the effe,ct of the concessiou is that it operates 
as a general'reduction of duty. The Indian consumer does not 
sulfer, but may benefit. Though certain British articles may not now 
be particularly strong in the Indian market but have a prospect of 
attaing that position in a reasonably short time, by reason of the 
advantages which the preference wiII give to them, there wiII be 
only a temporary burden on the Indian consumer tiII the British 
article concerned acquires a dominant place in the Indian lI1arket. 
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If there is good prospect of such temporary burdelJ being reo 
moved in a short time, the preference maynltimately prove 
btmeficial to the Indian eotl$l1mer also. In arriving at these con
clusions it is of course assumed that the country receiving preference 
will be able to produce her goods at about the same cost as the non
preferred countries; otherwise the conclusions will not hold. But if 
the scheme of preference to British articles includes articles 
whose position is definitely weak and in regard to which there is 
no reasanable prospect of their soon attaining, even with the aid of the 
prelerence, a strong position in the Indian market, the resnlt is not 
only a loss to the revenues of the Government but also a burden to 
the consumer. The higher or non-concessional duty levied on the 
non-Empire articles will govern their general price level and the cost 
to the consumer becomes greater, while the reduction of duty merely 
enures to the benefit of the British producers. In this view, schedules 
F and G of the Agreement, which comprise a large range of British 
arlicles to be imported into India under the preferential duties, must be 
re-examined having regard to the eonsequences of preferential duties 
on the eost to the Indian consumer. 'I'he following recommendation 
of the Indian Fiscal Commission was based on the considerations ad
verted t<>above and still holds good .. " In our view it is clear that jf 
the preference is to be given, it must be confined to a comparatively 
few commodities and cannot take the form <>f a general preferential 
tariff. The commodities s~lected mnst be as far as possible th<>se 
in which British mannfactnrers already hold an important part of 
the market and in which the grant of a preference is likely to 
develop rapidly the portion of the market which they will need, so 
that the burden on the consumer if any will be removed at an 
eady date. H 

Judging the Agreement by these principles, it will be found 
that, in the case of several articles to which preference is given, the 

position of the Unite'! Kingdom is not strong hI the Indian market. , . 
Iu the 25 articles, No. 34 to 58, in the list appearing on of page 16 , 
the part which the United Kingdom holds in the Indian market is 

relatively small. The total value of imports in them into India ia 
1929-30 was Rs. 28 crores, of which goods worth less than 9jcrores 
ume from the United Kingdom and the rest from other count~ 
It is not necessary to give a detailed schedule thereof. It is enough 

for the purpose of illustrating the p<>sition to give figures in regard 
5 . 



34 

to a few articles whoso:! inclusion· in the list of preferences offends 
against the test.-

Copper 
Brass and similar alloys ... 
Motor vehicles 
Aluminium 
Silk Piece Goods 
Artificial Silk Piece goods 

Total ImporiB into 
India 

LakhB ofRo. 
301 
223 
752 
201 
222 
211 

Imports from the 
United Kingdom 
Lakh. of Ro. 

29 
56 

156 
57 

1 
3 

In articles like these, the higher duties paid on them, (being, 
articles mainly imported from the non·Empire countries), will gonrn 
their general price level in the Indian market and consequently 
operate as a burden on the Indian consumer. 

There is another potential danger which is associated with the 
adoption of schemes of preference to which the dissenting minute 
to .the report of the Indian Fiscal Commission draws pointed atten
tion. Its relevancy is enhanced by reason of tlle greater dependence 
of India for her overseas trade on the United Kingdom, which will 
result ,from the,Agreement. ,It is pointed ont therein that even 
when the supply of an article comes wholly or mainly from the pre
ferred country, it is not nnqualifiedly correct to say that the consumer 
will not suffer. The' minute proceeds to show that such a result 
"is consequential upon there being in the preferred country sufficient 
internal competition to regulate the price on a competitive basis." 
By the removal of the foreign competitor from the Indian market, 
the manufacturers of the preferred r.ountry may combine to maintain 
the prices to the Indian consumer at a high level. The British 
monopoly in Shipping trade is cited as an instance. Tbe greater 
the dependence of India for her import trade on the British manu
factures, the larger the chances 0; the danger. 

In addition to the danger of such indirect taxation by increasing 
the cost to the consumer, there is also a very 'real danger of direct 
taxation. The .margin of preference to tbe British imports, as 
already stated, is now sought to be created by a reduction 01 
5 per cent of the duties on them and by raising those on the non
Empire goods by a similar amount. This will very likely in, 
volve a loss of customs tevenue to the Government of India both 
as a result of British goods paying 5 per cent less and oi the proba· 
ble fall in the imports of the non· Empire goods. The fear enter· 
tained by the critics of the Agreement that the Finance Member 



may approach the Legislative Assembly with proposals for fresh 
taxation to make good this loss of revenne, are not baseless. 

The plea put forward in favour of the Agreement that it 
leaves India freedom to so shape her tariff policy as to promote her 
interests cannot therefore be substantitated. 

liv) Does tM. Agreement promote Ind.lStrial Co·operation ?-It 
is difficult to predict in what manner the Agreement is likely to pro· 
mote Industrial Co-operation between India and the Empire conntries. 
It will not repay to specnlate on the possibilities which the Indian 
delegates may have contemplated in arriving at this conclusion. The 
Agreement itself has implemented one act of snch co-operation. The 
supplementary agreement about steel industry provides for the Indian 
steel manufacturer making the sheet bar, British ships carrying it 
to the United Kingdom, the British manufacturer converting it into 
galvanised sheets, BritIsh ships bringing the sheets hack to India 
and the importers selling the sheets to Indian consumers at prices 
which may be fixed with the aid of a preference of Rs. 53-12-0 
a ton, over the sheets imported from countries other than the United 
Kingdom. The Government of India may, under the Agreement, 
increase the duty on non-British sheet still further without reference 
to the Tariff Board. This co-operation introduces into the Indian 
fiscal policy a novel principle 01 giving a share to the British manU
facturers in the protection afforded to an Indian industry by tbe 
Indian Legislature. India imports galvanised sheet of the value of 
Rs. 6 crores a year and the poor people in the rural parts also use it 
largely. This abnormal preference will kill Belgian competition and 
increase the cost of the galvanised sheet to the Indian consumer. 
So Iowa duty as Rs. 30 ou British sheets manufactured with Indian 
sheet bar may have an adverse effect on Tata's trade in sheets. 
If more of such co-operation is intended to result from the Agree
ment, it will not tell in favour of its acceptance. 

(v) TM. Agreement and the International Trade :-The Indian 
delegates foresee for the Agreement international benefits as well. 
In their view the reciprocal preference regime will usher in an era 
of World Trade revival. The manner in which Ottawa's contribution 
to international well-being is made is indicated in the following reso· 
lution of the Conference :- . 

U That by the lowering or removal of barriers among themselves, 
provided for in tbese Agreements, tbe lIow of trade between tbe 
vario1lS countries of the empire will be facilitated and tbat 
by tbe consequent increase of the purchasing power of thei: 
peoples, the trade of the world will also be stimulated and 
increased." . 



it is well known that even in the United Kingdom there is a large, 
volume of infiuential opinion that the attainment of these objecta! 
is highly problematical, if not impossible. The aim of the Unite1' 
Kingdom to secnre a stable market for her mannfactnres in th, 
Dominions and in India by keeping ont other competitors is not int 
any event easy of accomplishment. The Dominions and Indillj 
themselve are no' long~r content to be producers of raw materials! 
aad importers of mannfactured goods from the United Kingdom.t 
They are hecoming more and more indnstrialised and are ailllinglj 
at becoming able to supply the needs {if their home markets as farl 
as possible. The report, incidenta1'tritmay be, discloses the fearsl 
entertained by the United lGngdoril'in this behalf. In dealing with, 
the obsticles to developing trade within the commonwealth, with the'~ 
help of the Agreement, the following resolntion of the Conference is i 
referred to in the Report:-

.. This Conference recognisinli: that export bounties and excbange 
depreciation adversely affect the rate of tariff preferences 
within the commonwealth, expresses the hope that with a 
rise in tbe level of commodities prices and stabilised exchan· 
ges such bounties and special dnties which have been adopted 
as a means of adjusting the situation so created may be 
withdrawn." 

It remains to be seen how far this expectatiCln is well founded. We 
hear that New Zealand has by currency manipulation already com' 
mitted a breach of the Agreemen t. The Irish Free State has not 
yet come under the scheme and the prospects of its doing so are 
not bright. It is ,said that Canada is negotiating with America some 
trade Agreement which will not qe quite consistent with the Ottawa 
pacts. In the case of. certain articles, (wheat, copper, zinc, and 
lead) the Agreements with the Dominions Provide, that Britaill 
may remove dnty on foreign imports of those articles .if the Domi· 
nions fail to give adequate supply at world prices. This shows 
what dangers are lurking in these compacts. Incidentally it may 
be asked why India should uot have the freedom to withdraw the 
preference to British steel and cotton goods if Britain fails to snpply 
them to India at world prices. 

Again Britain's trade with tbe Empire conn tries forms 
but a small part of her total overseas trade. Her exports 
to the Domilrions and India form only 33°63 per cent. of her 
total export" trade and imports into her from the Dominions 
and India are still less and form 23'5\ per cent. of the United 



Kingdom's. total import trade.° .. It has been dim.illishing {r'lID 
1927 (See Ottawa Supplement to • The: Economist' of October 
1932, page 2.) In the ease of India, the import trade which was in 
Britain's bands before the .war, was nearly 67 percent. of India's 
total imports. It is now about 351 per cent. While in 1904, 
India supplied no more than 22 per cent. of the cotton . textiles 
needed by her people, in 1930-31, she supplied the needs of her 
population to the extent of 7.4 per cent. In th~se circumstauces, 
how the Agreement will affect Britain herself in her trade wit1:t 
her important foreign cuStomers like South America, Scandanavia 
and Denmark remains to be seen •. An impartial and informed .writer 
like Sir Arthur Salter thinks that. tbe tariff walls raised against other 
countries by means of compacts .. between some countric:s will not 
help tbe revival of world trade. (See It is book' Recovery,' page 171 
as regards effects of tariff barriet's.) Just as it is said by tnili.tant 
militarist nations tbat augmentation of armaments is iutendedto 
miuimise chances of war, the erectiol1 of higher and more "xteush~e 
tariff barriers by aggressively itldustrial countries is 'said to ~ 
intrnded to demolish tariff barriers altogether by international action 
in future. At the Imperial Economic Conferellce of J927, it w"s 
said that .. the time has COlne to put an end to incr"ase in tari~ 

and to move in th" opposite direction."· But in which direction 
are we moviug under the Ottawa Agreement? After tabulating 
the British Imports from foreign couDtri"s showing the extent lie 
which various couutries .are affected by the post-Ottawa British T&£ilf, 
the Ottawa Supplement to • the Economist' exclaims, "A curious 
commeutary on our pretensions to br desirous of assisting recovery 
of the hardest hit areas of Europe." We may therefore lealJle 
the hope of revival of world trade by th" Ottawa Agreement at that. 
It is at any rate not a factor which ought to enter into Iudia's judg
ment in the matter of accepting or rejecting the Agreement. 

Countrie., Import. into the Expom !roni Iii. 
Unilad Xingdom. Un!lod Kingdom" 

1 Australia 5"aO per oent. 3"74 percent, . 
2 Canada 3"81 .. 5'30 H 

3 India 4"26 
" 8"30 .i 

4 South Africa 1"52 " 5"61 
" 5 New Zealand ."37 

, 
2"8S· 

" " 6 Irish Free State 4"25 
" '"SO " 

23'51 
" 33'63 

" ---
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A Constructi". Proposal.-If the Ottawa Agreement is uuaccept
able and if it rests on India to propose another A!treement in its 
place, what shape should it take? It is a task which leading repre
seutatives of Iudian Trade, Commerce and Industries and leadiug 
Indian economists must colloborate in accomplishing after a thorough 
investigation of facts and the numerous complicated issues necessarily 
involved in the P!ocess of concluding a trade agreement or a com
mercial treaty. AU that one may prima facie suggest as a possible 
line of improvement of the Agreement is to curtail the range of the 
commodities to which India agrees to give preference to Britrin. If 
one keeps Schedules F and G to the Agreementand the Directory of 
a Swadeshi Exhibition side by side, and study them one will be 
struck with the identity of classes of numerous articles in regard to 
which India is trying to supply her home needs by Swadeshi enter
prises. Many such articles should be omitted from the scope of the 
Agreement, to allow Indian industries to develop and also for the 
reason alrc;ady stated that th<l United Kingdom not being strong in 
some of them the burden on the Indian consumer by direct and in
direct taxation will increase, by.higher duties on non-British imports. 
In the interests of India therefore metals like,copper, brass and 
alluminium, and goods like silk, and artificial silk piece goods, build
iug and domestic hard ware, ennammel, ironware, earthernware, 
porcelain ware, boots and shoes, toys and requisities for games, paper, 
heavy chemicals, drugs and medicines, stationery, toilet requisites, 
soaps and rubber manufactures, motor vehicles, electric bulbs, 
paints and varnisl1es, buttons and brusbes will have to be removed 
from the list of preferred articles. The list is by no means exbaus
tive and may also be found on examination to require modificr.tion. 
The list is put forward for investigation and not for adoption_ 

Condu.ion •. 
The main conclusions that emerge from the detailed as well 

as a general survey of the Agreement are: 
(i) That the preferences given to Indian products are not likely 

to help the Indian farmer or producer; they will not help to 
increase his production, or raise the price level of the staples produced 
by him or enchanc'e his purchasi.ng power. 

(ii) That the scheme is such that while the burden on the 
British cousumer is, generally speaking; not increased by the pre
ferences he gives to imports from India into the United King
dom, .as they will mostly enter free or on the present level of 
duties (with few exceptions) the burden on the Indian consumer 
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is appreciably in<jreased by the preference which India gives to: 
British Import,..as such preference has t6 be given by substantial 
increase of the present level of duties on non-Empire goods. 

(iii) India being an exporter chiefly of raw products or semi
finished materials, her preferred imports into TIritain will have no 
adverse effect on British industries_ But British imports into India 
being manufactured goods, a preference given to them will have an 
adverse effect on. the development of Indian industries, generally 
speaking. 

(iv) As Britain requires the products which India can export 
to her either for food. or industries and Britain having already 
taxed heavily, for revenne or protective purposes, many .necessaries 
of her peoples food and requirements of her industries it is nnlikely 
that she would tax Indian imports, even if India does not ratify the 
Agreement. It is really to Britain's interest that such Indian pro
ducts shonld be admitted on the same terms as the Dominion goods •. 

(v) Assuming that Britain wonld carry ont her threat to put 
the Import Duties Act iuto force if the Agreement is not conclnded .. 
the Indian Export trade in the. concerned commodities wonld 
nevertheless not suffer seriously; India has a large internal market 
and also non-Empire markets, which need her products. 

(vi) The denunciation clause is a futile one and it will be 
almost impossible for India to avail herself of it. Termination or 
modification of the Agreement by India can follow only a notice of 
denunciation to Britain and a disagreement between the two 
countries in regard to the matter notified. When Britian dis
agrees, the Indian Legislature and the Indian Executive Government 
will scarcely be able to overcome her opposition to the termination 
or modification of the Agreement. If the Agreement is once ratified 
either unconditionally or for a period, it will create so many new 
vested interests of British trade, commerce and industries that it 
will become almost impossible to dislodge them and terminate the 
Agreement. 

Verdict on the work of the Indian Delegate •• 
The Indian Delegates assure their fellow countrymen, in India 

that they did their best at Ottawa, in these words: .. Throughout our 
negotiations we have been striving to secure for India every ad
vantage which the circumstances in which we were placed enabled us 
to claim, but without making any sacrifice where India's, interests 
were vitally concerned." No one doubts the sincerity or the patrio
tism of the Indian delegates. It is probably true that they conld 
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~W'~oC more· .out of ,the negotiations. "ilt the circu.nstanees iD;t 
which 'they _no placed '! to: quote, their. own pregtllant phrase. It 
is precisely India's complaint. But it does .not mean iha,t the, India .. 
delegates were right in affixing 'tbeir signatures :t~ the Agree 
ment. If tbey were unable to get more out otthe"negotiations, ill 
may not have been tbeir fault. When however wbat they got was. 
",S events have tutlled OUl, so dispropoi'tionate to,.wbat was got out 
of India and j{ it !:>ecame reasonably certai" tbat India did DOli 

, ... j; •.•• 

stand. to gain by tbe Agreement, there was no obligation Oq 

their part to put tbeir seal of approval to tbe particular d·ocuinenl;f 
If tbey felt· tbat a'n' Agreement waSnel:efsary they' might Wi 
have~aid that ~ndi~ . wo;'ld propo~e one a~ter du~ deliberat~o. 
In tb... COhnecbon 11 muS"! men bon an Interest.ng revelatlo 
made' by tlte Indian delegates; ·of the use to wbicb' they p'" 
at Ottawa; tbe advantage which Britain now enjoys ill India bj 
difFerentialdtities on Brmsn S"!eel and colton goods. They sa" 
"We desire to add thatit·shauld not be forgotten that except b1 
way of Trade agreement there was no way by wbich India coulll 
obtain a,retnrn ,for. the advantages conferred by difFefential duti~ 
Their existence enabled us to conclnde an agreement on mnch mod: 
favourable terms tltall: would otherwise have been possible." To 
nnsopbishcatedminds, it looks like arguing in a circle. Moreov..t; iI:J 

more than one place in, the Report, it was prominently declared that 
the preferences give~ to 'British steel and cotton goods by India were 
~eany in In,dia's interests; .If so, 'why sbould tbey have bee~ made: ~ 
lever for e~acting further concessions from Britain? To India~ .wbo 
have jtiven their serious thought to the question in a non· Ottawa 
atmosphere, it strikes that if the Indian delegates had really tbe 
freedom to notify to Britain that tbe preference to British steel and 
cotton goods, the t'wo most important of the United Kingdom's 
industries, would be witbdrawn ifbetter terms were not offered to 
lama, such a situation might' have been used tG obtain a far more 
satisfactory Agreement. The verdict of India on the ,wbole is that 
the Iudian delegates committed a serious error of judgment in signo; 
ing the Agreemellt, that ,theyconceeded to the United Kingdom fari 
more thali'Iudia got in return and thar Iudia has little to, gain andl 
much to lose by the Agreement on a balance, Iodia cannot aud will 
not therefore ratify tbe Agreement. 


