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INTRODUCTION. . . 
~ ... ~ .. 

1. The Memomndum in which we submit our v:iews on 
· tl1e ,·arious issues raised by the 'Vhite Paper scheD.le has been 
· p1·epared in two sections. In the 'fi1·st section we have stated 
the principal modifications that should in om: opinion be made 
in the scheme in order _to Ratisfy modernte public opinion in 
India and have indicated veL!Y briefly the reasons "justifying ' .. 
them. In the second section we have attempted to· answer the 
~hief criticisms directed against the basic principles of the Whit~ 
Paper proposals. . '. · · . . . . · 

'. ••• , ' , ~ , , J f J I· ' 

'Ve hJ.ve throughout kept in view the declaration of policy 
made by the Prime l\Iinister at the end of the first.Round Table 
Conference on behalf of , the last Labour: Goverr:nnent and 
endorsed. by the present National Government· ;md the p~esent 
Parliament. The salient sentences of that' declaration are· as 
follows.: · · : : . : , . 

"The view of His Majesty's Goverhmelit is that res:. 
ponsibility fo1· the government of India should be ,placed 
upon Legislatures, .Central and Provincial, with such 
provisions as may be necessary to guarantee,. during J!: 
pedod of tmnsition, the observance' of_ certain obligations 

... and to meet othe1· special circumstances, and. also. with such 
guarantees as are required by minorities to protect their 
political liberties and rights. · · 1 • ~ 

In such 8tatutory s~feguards as may be ·made for 
meeting ~ needs of the transitional pedQ_d, it will be n 
p•-imary concern of His MaJesty's Government to see that 
tl1e reser\'ed powe1·s are so fmmed .und exercised as not to 
prejudice the ndvance of India through the new constitution 
to full responsibility for her own government." 

. "i. . 

It is in the light of this declaration of' poli.cy that we havQ 
examined the 'Vhite Paper proposals. The modifications we 
suggest do not affect the basic structure of the .scheme. They 
are intended to ensm'e that the l'eserved powers are so frameq 
and exercised as not "to prejudke the advance of India to full 
responsibility':, an~ to secure tliat ~~~e period of transition is nof 
indefinitely extended. 



'PART I. 

Preamble to the Act. 

2. • 'lYe c<?nsider that the preamble to the Constitution Act 
~hould contain a definite statement that the "natural: issue of . 
India's constitutional pt·<,>gt·ess is the attainment of Dominion 
Status ". · This declaration, as Lord Irwin explained in the 
·announcement Le made on behalf of His 1\Iajesty's Government 
on Octo~r 31, 192~, is in acc01·da.nce· with ·previous public 
declarations of 1\Iinisters of the Crown and also with the diree
tions given in the Instmment of Instructions by His l\Iajesty the 
King "that it is His wil1 and pleasure that the plan laid . down 
by Parliament in 1919 should oo the means by which Bt·itish 
India may attain its due place among His dominions". That 
the expression" Dominion Status'' was not used in a ("eremonial 

• 
or honorific sense is clear from the following extra<:t from the 
~essage. conwyed to India by: His l\Iajesty the King-Empe1cr, 
through H. R H. the Duke of Connaughton the solemn _occa
sion· of the inauguration of tl1e new Central L~gislatures' 
in 19~1. 

" For years, it may be for gener'ltions, patriotic and 
Joyal Indians Lave dreamed of Swaraj for their 1\Iother
land. To-day you have beginning~ of Swaraj within my 
Empire, and widest !'>cope and ample opportunity for pro
gress to the liberty which iny other Dominions enjoy." 

Indian public opinion has bet!n profoundly distm·Led Ly 
· the attempts made during the last two or three years to qualify . . . 

the. repeated pledge~ given by responsible 1\Iinisters on behalf 
of ~':Majesty'::; Govern~nent. Since it i-; apparently contended 
that only a ~efulite. statement in an Act of Parliament would be 
~inding-on future Parliaments, and that even the solemn decla
ration m~_de by His :Majesty the King Emperor on a formal 
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occasion is ·not authoritative, we feel that a declaration In the 
preamble is essential in ordel' to remove present grave mis .. 

givings and avoid future misunderstandings. · 

Date and conditions for 'the inauguration 
of the Federation. 

3. 'Ve consider that, following the pt'ecedent of some of the 
Dominion Constitutions, a definite date after the passing of the 
Act should be fixed by the Constitution Act foi· the inauguration 

of the Federation. 'Ve have been assured that no serious 
difficulty is now anticipated in the way of an early estabiishment 

' • # 

of the Heserve Bank and we have also been authoritatively 

informed by the witnesses who appeared on behalf of the 

Princes' .Chamber that a period of one year would be sufficient 
for the negotiations in connection with the Treaties of Accession. 

If it is feared that unforeseen . difficulties might delay the ·in
auguration of the Federation, power might be given to His 
:Majesty's Government to postpone the date by means of a 
ltoyal Proclamation. · 

In making this suggestion we have in view the psychologi

cal effect of such a provision on the political. pmties in India. 
The uncertainty that must necessarily result from the absence of 
any definite date· in the Constit~t.ion Act fm· the inauguration <?f 

the Federation and the possibility of fm'the~ delay arising fron1. 
the procedure of an addresd in both Houses f..or the issue of a 

I· ' 

Proclamation would seriously prejudice the' formation or 

~ealignment of political parties in India. r-On the oth~r ,hand 
we have reason to suppose that if a definite date werefixed, even 
the parties which are dissatisfiJd with the White Paper Con
stitl!"tion would probably cease to carry on an agitation .. :on the 

present lines and would be encouraged to concentt·ate theit· 
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attention on the new elections. 'Ve attach ,-ery great impo-

tance to this development sinco the satisfactory working ·of the 

new scheme must necessarily depend on the existence of well

organised partie~, prepared to work the scheme. 
ll1 ~ : t ' .' ' I • , 

The Reserved Subjects. 

4. We have accepted the necessity for the reservation, 
d~ring a period of transition, of Defence, Foreign 

The, ,Army, Affairs, and the Ecclesiastical Department. 'Ve 
. , ,. . . , regret to note, however, that in spite of the insistent 

demands of the Indian Delegates at the Round ·'fable Confer• 

en~ fo1· greatm· control over. Army administr~tion and the pro
l~i~e ,.contained i~ the Prime Minister'fl declaration that the 

t res.erved. powers will not be so fntn~ed and e~ercised as to pre

\ judjce the advance. of India to full responsibility, the 'Vhite 
Paper· provisions relating to the Army, so fa1· from giving Indians 
greate1· opportunities· fot· influencing-Army policy, actually make 

lk~nstitutional position in some r<'Sj>!>eiLWOJ">e ~than al 
' pre~rnt. !.Y~ile a4>resen~ t.h~ Govern.Qr::Gene1·al-anc~his Council',~ 
' three :Members of wl.!J~ are India!ls,. " supel'intend, direct and -· -control''.* the military government ofTndi,l,--ihe- Governor-

"G-;ne;:-~~.r, assisted by a Counsellor appointed at his di::;cretion, 

will 'in future solely determine Army policy. A direction in 
tl1e Instr~~ent o.f Instructions to encomage joint consult~tion 
between the l\Iinisters and Counsellors is obviously no satis-

~
~~. ctory substitute for the opportunities which ~he present statute 
afi01·ds to the Indian public of expressing its views through the 

Indian Members of the Executive Council. Past experience of 

the actual working of a similar direction to Provincial Governor~ 
as. rega~ds joint consultation between Executive Councillors and 

• Government of India Aet, Seetio11 33. 
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:Mini.sters justifies this statement. In :Madras under Lord 

'Villingdon joint consultation was invariably the practice, ~hile 
in some other provinces separate. meetings of the two sections 
of the Executive were the rule rather than the exception. Nor 
were these variations due to local circumstances, for in the same 

provmce under different Governors the practice has been 
different. 

5. \Ve summarise below the modifications that should in 

om· opinion be made in the \Vhite Paper provisions relating to 
Defence. 

. l • 
· (1) (a) The Army Counsellor should be a non

official Indian, preferably an elected member of the Federal · 
Legh;lature, or one of the xepresentatives of the Indian 
States in the Federal Legislature. . 1 . . • • • • • • • 

(b) There should be a definite programm'e of 
'Indianization with reference to a time limit of twenty 
or twenty-five years, imd one of the ptim,l,ry duties of 
the Indian Army Counsellor should be the prO\'i~ion 

·and ti'Hining of lndi.tn officers £01: the pl'Ogram1ne of 
l ndianization. · -

(~) 'l'l1e Trea~nry conti'Ol now exercised in ·1:esp~ct of 
Army expenditm·e by the Finance Member arid the Finance 
Department should be continued under the new constitu
tion. 'Ve fully r(~cognise that in cases of differences of 
opinion, the decision of the Governor-General, who is 
ultimately responsible for Defence, should be final. · 

(3) All questions relating to Arn1y policy and the 
annu:tl Army bufigtt estimates should be considered by the 
entire Govemment, including all the Counsellors and. the. 
l\Iinist~>rs. 'Ve again rccogni~e that if the united Cabinet 
should fail to arrive at an aoTeement reg;tl'din(J' the expen-
l
. !:> 0 

< ttul'e to be included in the budget, the Govemor-Genet·al's 
decision should be final. This is tlie minimum that. would 
Hat.isfy tiJe Indian public, especially as the 'Vhite Papet•' 
scheme involves the abolition of the Govemor-General's 
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Council, the Indian members of whidt have not only influ
enced At·my policy but have actuaUy pm'ticipated in the 
determination of that policy. · 

(4l ThP.re should be a statutory Committee of Indian 
Defence constituted on the lines of the Committee of Im
perial Defence. The Committee should consist of the 
Comm!lndea·-in-Chief and other Army expert.<~, the principal 

~
edea·all\Iinisters and any othet· l\Iinisters including repre

entatives of the Indian St..1.tes whom the Viceroy may at 
is discretion select. 

(5) The cost of Defence is primarily an aJministm
tive issue but the scale of Army expenditm·e is a dominant 
factor iu the financial situation and seriou]y reduces the 
margin available fot• the nation-building services. Onr 
views on this subject are well known to His ~Iajesty':i 
Government. . · \r e merely repea.t our request that an euda
vour should be made further to reduce the military expen
diture very substantially and that the pt·ovisions we have 
suggested · above to ensua·e economy in Army administra
tion should be given effect to in the Constitution Act. 

(6) The assurance given by the Sect·etary of State 
that the Indian At·my would not be employed outside India 
(except of course for the pm-pose of the defence of India 
itself ) without the concurrence of the Federal Legislatua·e 
Rhould be given the form of a definite provision in the 
Constitution Act. 

6. 'Ve consider that it is unnecessary to provide for more 
than two Counsellors for the three Reserved De-

Other partments, since the administration of Ecclesiastical 
Reserved 
Subjects. • a:ffaia·s does not involve any appreciable work and 
. can easily be entrusted to .the Army Counsellor. 

'Ve have been assured that it is not the intention to appoint 
more than two Counsellors but the provision for a third 9oun
sellor in Proposal 12 has created some misapprehension in 
India, for it is feared that if .a third CounseUor is appointed and 
is placed in charge of the ~pedal responsibilities of the 
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Govemm·-General, there is considerable danger of his developing 
-into a supe•·-l\finister whose activities must necessarily take the 
form of inte•·ference with the work of the responsible Ministers. 

Financial Safeguards. 

7. In view of the great importance that has been attached 
at the Round · Tabie Conferences to the sterling obligations of 
India and of the attempts that have been made in this cotintry 

-to exploit the nervousness of the investor for political purposes, 
we have analysed in the second part of our Memorandum· in 
some detail the debt position of India. Three conclusio~s 
emerge from this analysis. 

(1) In the first place fire-sixths of India's debt is 
covered by productive assets, which are mainly State rail
ways and irrigation works. 

(2) In the second place the internal Rupee debt of 
India is nearly one and a half times the sterling debt and 
an upprecinble portion even of the latter is held by Indian 
investors. ' 

(3) Jn tl1e third place a conside1~abie portion of the 
Rupee debt is held by millions of small investors belonging 
to the upper and lower middle classes who are politically 
the most \'Ocal section of the population and among whom 
nationalist feeling· finds exp1ession in its most intense form. 

The sigoificance of these conclusions lies in the . fact that 

~ny factors that affect the stability of India's finances or its 
(~redit in England would have sHious rPpercussions on India's 
internal credit. ~ · ' ·' . 

8. 'Ve must also draw the attention of the Committee to 
unotl1er featm·e of India's debt. The total expenditure incurred 
by India on tlae Great 'Var was £207. 5* millions or about 

*The figures in this paragraph are taken from the publication 
"Iudi:L';; coutribution to the Great 'rar" published by the authority of 
the Go,nrumeut of Indi:L. 
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Rs. 311 ct·ores at the rate of exchange prevailing at the time. 
Of this sum the direct contribution from Indian revenues 
towards Great Britain's 'Var expenditure was £146.2 millions or 
Rs. ~20 crores, nearly two-thh·d.s of which was found by botTOW· 
ing. The:.e figm·es include the gift of £100 millions but not, 

of cou~e, . t~e numerous private gifts or the contributions 
of Indian States. If British India's total contributions toward:'! . ' ' 

Great Bdtain's. war . expenditure and the interest paid on 'Var 
borrowings had been utilised for wiping out the steding debt of 
India, the sterling debt to-day would have been very small ; for 
~ 1 • • I • ' • • . • , • 

a substantial portion of the amount was bOL·rowed bdore the 
'Vur at low rates ot interest and until recently the secm·ities 
·"·ei-c quoted at r~tes .yery mu~h bJow par. 'Ve fully recognise 
that these eno~·mous conh-ibutions were made by the J ndian 
Legislature and we also recognise that whate,·er the cit·cum-. . . . . 

stances· conn&:ted with the composition of India's steding debt 
•\ : • • I I • • 

the position of the British im·estot· is not affected. 'Ve have 
not referred to this subject at any of the Round Table Con· 
feren~~ -~iid ~e refer to it now with great reluc~'lnce for the 
last thing we desi~ to do is to exploit for political purposes a 
gift·. 'made · =rith the full ass~nt of Indian representath·es. 

Nevertheless. wh~n attempts ltave b~n made in this countt·y to 
expioit the. nervo~sness of the British investor for purposes of 
politiCai p~·opaganda, it is necessary to bring to the notice of 

the British public and of Parliament the fact that, if India had 

·utiliseq the money whichshe contributed towards· the expendi: 

ture on .the Great 'Vat· to wipe out het· sterling obligations, the 

sterling debt to-day would have 'been very small. 'Ve mllSt .. \ . 

appeal to the British sense of fair play to see that the financial 
sacrifices which' India made in order to assist Great Bt·itain in 

her hour of need do not result in the imposition of severe 
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restrictions on the powers of the Legislatm·e a~d the responsible 
Finance l\Iinister in the admi~istration of the' country. ·N~thing . . . . 
would exasperate Indian public. opinion more. than the . realisa-
tion of the fact that the enormous sacrifices that India had made 
have actually beco~e the justification for impediments· i~ the 
way of her constitutional advance. 

· 9. 'Ve now ·proceed to indicate the modifications we 
suggest in the 'Vhite Paper provisions. . 

(1) The. fact that &. large number of I~dlans; have 
inv~sted in Indian sterling securities in this country and 
that an appreciable portion of the Rupee ~ebt i.s h~ld ' by a 
large class of small investors· 'vho will be in a position 
to wield considet·able political influence under the new con
stitution constitutes in our opinion ·an eflective safeguard 
for. the security of India's finances and of hEll' credit abroad: 
A special responsibility in respect of financial stability arid 
credit has, however, been imposed on the Governor-General. 
At the Third Round Table Conference attempts were made 
by several delegates to define this responsibility · precisely 
and · to restrict its application to s·pecific cases such a~ 
borrowings to meet budgetary deficits. 'Vhile considerable 
sympathy was expressed for' this . latter demaqd,. the. 
difficulty of drafting a clause that would cover . all such. . . 
cases has apparently been the principal consideration. that 
has influenced His l\Iajesty's Govern'm(mt iJ retaining the~ 
wording adopted in the 'Vhite Paper.· If the aifficulties' o'£ 

·drafting are found to be insuperable, we consi4er that thE! 
intentions of His l\Iajesty's Government. should be. made 
clear by means of appropriate directions in the · Instrument 
of Instmctions. 
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{2) · . 'Ve recognise that if the Governot·-General · is to 
ha_ve .a special responsibility in respect of financial stability 
and cred~t, it will be necessary for him to have a Financial 
, Adviser on the spot, for it is better that he should be guided 
:by an advis£.-r who is stationed in India and . is in touch 
with local conditions t4an that he should be obliged to 
invoke the aid of experts in England who have had no direct 

·or. recent ·contact with India. 'Ve have, therefo1·e, no 
objection to the appointment of an adviser for a limited 
period under th~ new constitution, but it should he made 
clear either in the Statute or in the Instrument of Instrne-

• 
tions, that th«=: intention is that he should not interfere m 
any way in the· ordinary day-to-day administmtion . . ' 

·. 'Ve -at'e further of opinion· that there· are considerable 
ad\'antages in u~signMing !-tim Adviset· to the entire Govern
men~ i.e: the Governot·-General as well as the .Ministry; It is 

. nlso :yery important that ·the Fina~Cial Adviser should be a 
financier approved by and ac('.eptable to th~ Finance :Minister. 
The success of the l!"'inancia.l Adviser will depend. not merely on 
~is experience and knowledge QUt upon his personality and his 
political outlook: His duties under the Constitution will be to 
advise the Governor-General when he considet·s that the financial 
stability Ol' credit of. the Federation is in danger ; but a financial 
crisis is often due to the cumulative effect of a .. series of acts 
~hichindivrdually are not of such. consequen~e as to justify 
interference. lt is obvious that the utility of a Financial 
'Adviser. would be gravely diminished if he could deal only with 
the consequences of a crisis and had no Opportunities of pre
venting it by. giving his expert advice at . the appropriate 
moment. It is, therefot·e, of the· utmost importance that the 
Minister, while retaining fu11y his right to reject the advice of 
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the Financial Adviser, b~ ~ncouraged .to consult bini a~ fre-

. qnently as possible. We request the Committee· to ·take the 

psychological factors into considet;ation. . If . the. Financial 

Ad,•iser were chosen without the agt·eement of the llinister and 

did not enjoy his confidence, the latter . would probably. never 

consult him, however able and experienred he might be. The 
inevitable tendency would be for the Finlnce :Mimster to isolate 

himself, as far as constitutional provisions would permit, from 

the Financial Ad\·iser, an~ the main object for which the apP?int-< 

ment is considered necessary would be frustra_ted. . On the other. 

hand, if the selection wet·e inade with the. approval of the. 

:Minister," he would pt·obably get irito- the habit of consulting ~im 
~nd of accepting his advice without nny prejudice t~: his .consti

tutional right to reject. it in roses in which he .considered. it 

necessary to do so. 

(3) 'Ve have rec~gnised th~ importance "on fhiancial' 
grounds of the constitution of a Reserve Bank. . We do not 
propose to offer any detailed observations'. on a . subject 

which has been discussed by a special committee. het-e . and, 

is now before the Indian Legislative Assembly. · "\\.,.e wish1 

however, to emphasize here that it Is ·of the utmost importance . . . . - . 
that the prinCipal officers of the Bank, namely, the' Go\·eriu)r 

and Deputy Govet·nm·, sh\)uld not be under the influence 

either of 'Vbitehall or of the City. In the oourse 'of il•c 
. • • • t-

discussion which so~e of the Delega!es ~ tlie ~und !able 

C()nference had last year with 1·epresentat~ves of ihe City,_. 

vet·y great emphasis was lai~ on the importanc;.e of. ;establi~ 

shlng a Bank which had the co~fidence of the Indian 

public. Nothing would shake public confidence in India 

more than the SU8picion that th~ Govemor and the Deputy 
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G?~ernor: were acting under the influence of 'Vhitehall or 

the,Cit.Y· .. 

• 1 (~) ·The legislation in·respectof cmTency and coinage 
. and of the Re~erve Bank should not, as proposed in para
. graph 119 of the 'Vhite Paper, he subject to the previous 
·assent of the Governor-General. (Two l\Iembers dissent 
. Irom this proposal.) 

· These pro~isions and the establishment of a Reserve Bank, 
independent Of the Federal Executive, would in effect mean 
that the: Finan~ Minister would not, in respect of currency 
and exchange policy, be responsible to th~ Indian Legisb.
tum We draw the attention of the Committee to a state

ment made by the Secretary of State on December 24th, 1932, 
a:i a' meeting of. the Round Table,Confer~nce, th~t "the British 
Government have fully accepted the fact that there can be no 
eff~tive transfer of responsibility unless there is an effective 
transfer of financial responsibity."* We do not see bow Finance 
can be regarded as a transfetTed subject unless and until the 
FinanCe l\Iinister is also ret5ponsible for the cm;rency and ex
cha~ge policy of the country and is in a position to determine 
that policy soiely in the interests of India. Indeed~ as we have 
shown in t!te second part of the Memorandum, so long as the 
currency, and exchange policy of the country is reserved, it 
would be difficult for the Ministers in charge of ·Industry and 
Agriculture to accept full responsibility for the development of 
these Departments. It is unnecessary, especially at present, 
to ~mph~i~e the ·£act that the prosperity of industry and agri
rulture iS' very closely connected with the level of commodity 
prices,~ wliich, of cour~e, is dependent on the currency and 
eichange policy of the country. 

· . ; ~Page 79, Round Table Conference Reports, Third Series. 
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(5) Future Indian sterling loans should .he raised on 
behalf of the Government of India by the High Commis
sioner or some other suitable agency. The Secretary of State 
in hi::; evidence before the Committee recognise~ the justifica
tion for a change in the present procedure. . The _question 
has a political a.c;;pect~ since · the. necessity · for securing the 
position of the British investor is one of the principal 
justifications for the financial ~afeguards.. -.'\¥ e_ 1-eali~~ that 
any change of procedure might _result is a higher rate of 
interest for Indian loans,' but ibis possibility must ~ fa~d 
by India at some time or other. 

Fiscal Convention. 

10. Under the White Paper provisions, .Commerce will be 
a transferred subject, in charge of a responsible .Ministe"r,- ~d· 
fiscal policy will be determined solely by the l\I~nistry and th~ 
Legislature. Since the special responsibilties of the G~vernor--. . . 
General do not include fiscal policy or the other matters at 
present dealt with under the Fiscal Convention, the Governor-_ 
Genet·al will, in regard to such matters, be guided by the 
advice of his· responsible .Minister. We have no modifications 
to suggest as regards the provisions of the White Paper,. but in 
view of statements that Lave been made in this country, we wish 
to draw the attention of the Committee to the following pas~age 
in the Report of the Joint Select Committee of 1919 :_- .. , · 

" 'Vhatever be the right fiscal policy for India, for the 
needs of her consumet·s as well as for her, inanufactw·ers,. 
it is quite clear that she should hl\ve the same liberty to 
consider her· interests as Great Britain, Australia, Ne,v· 
Zealand, Canada, and South Africa." · 

The further declaration based on this passage m~de by· · 
l\Ir. l\Iontague in 1921 in reply to a deputation front L~neashire· · 
cannot be too often quoted. He said: 
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· · :~After that RE'port by an nnthoritative Committee of 
botb Houses nnd J.A>rd Curzon's promise in the Hou~e of 
L01·(ls~ it was absolutely impossible for me to interfere with 
t.he t·jgf1t which I believe was wisely given and which I am 
determined· to main_ta.in to give to the Government of 
India the' right to consider the interests of India fit·st, just 
as ·we, without _any compJaint from any other parts of the 
Empire, and the other parts of the Empire without any 
complaint from us, have always chosen the tariff arrange
ments which they think best fitted for their needs, thinking 
of their own citizens first." . . 

. The confidence inspired by this dec1aration of policy and the 
policy o(discti~inating prot;ection (which, it may be noted, is 
a fat' more diluted fol'llt of protection than the system in fot·ce in 

· the ~ominions ) have led to the remarkable industrial develop
~ent in I!ldia during the.last' decade, to .which reference was 
m~de by the _witnesses who appeared on behalf of the :Manchester 
Chamber of Comm~too.. . Any departure from this policy would 
6use dissatisfa!!tion 9f the very gravest character in · India and 
the -~nsequences might. b~ most disastrous even from the point 
of view of British commerchl interests. 

11. At a Yet-y . late stage of our deliberation!"! a 
suggestio~ has been made that while complete freedom 
in 'the "ID~tter. of · tarift arrangements ~hould be definitely 
I"CCOgnis~ by Statute, there should be a clause prohibiting dis
criminatory tariffs penalising British imports as compared with 
thOJ;e of other countries, i~posed with the object of. exercising 
political pressure on Great~Britain. It was explained that such 
. a cl~ose would not pfe~ent discrimination against Great Bt·itain 

. ~ ... . 
if it was necessary in the economic interests of India, nor would 
it restr~ctin any way·tl~e right of India to conclude trade agree
ments with foreign countries in the interests of. Indian commerce 
and indusb-y. For instance, it was made cJear that a reciprocal 
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~<rreement with Japan as rega1·ds the purchase of Indianlcoilon 

by Japan and the purchase of Japanese cotton goods· by India 

would not come within the scope of this clause even if it involved 

a certain measure of discrimination against Great Britail}- · : · 

12. The possibility of the tariff being ntilis~d as ~n 
. ' . I 

in.strumcnt of political pressure is remc;>te: . Our fear. is that I!lis-
unden;tmtlings are bound to arise if the Govemor or the _Gover
nor-Geneml is the authority that will decide whether.thet·e is a 
political moth·e underlying the_economicpolicy of the jii~iSte~~-
1£ British politicinns ha'fc been alarmed by some oL the state

ments of the Congress and some of the implications of ·Congress 

policy, we. ,·entnre to point out that Indian co!nmercial interests. 

hnve also been n~ry disturbed by statements in a sectiOn of ihe_ 
Briti~h press tl1at in the economic interebts of Great Britain 

thel'e should be no relaxation of Pariiainentat·y· cont~·ol.. · 

1 H. \Ve would like in this connection to refer · hriefly to 

the tarjff developments in the p~lSt and to theit• psychological 
re;u .. tions on InJiau public opinion. The effot:ts. of L~nci_lshire to 

interfere with the tariff art·a.ngements of I~:dia. in the lattet• half 
of the last (-entmy, tl1e abolition of the whole of the imp01t 

luties in 1881 after a memorial by the l\Ianchester . (Jhamber of 

Commen.-e and a prolonged· controvet'Sy between . the . Secretary 

of State and the GovernmE-nt of India, and finally the imposition 

of excise duties on cotton goods in 1896, again. un~eJ;'. pressm·e 
from Laneashit·e, l1ad had very serious political repercussions on 
Indian public opini<;>n, which are familiar to all_· who are ac

quainted with the fiscal and political history of India during the 

last 50 years. The excise duty on cotton goods beca~e a gra'fe 

political issue anti the demand for it~ abolition continued . Jona 
.. . . . . ' 0 

nfter the )e,·y of lJ(•a\·y import d~ties on cotton goods .. 'l'he gt·1.mt 
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_.6£ freedoll) in. ~·especf of tariff atTangements under the Fiscal 

Conven~ion:of 1919 and the abolition of the excise duties in 

1925 have bad a remarkable effect on the fiscal outlook of India 

and in .particular on its attitude on the question of Imperial 

preference. ~n 1926 India had refused to· accept the full policy 

of Imperial preference ; but a Bill for the grant 'of preference to . . 
.Bdtish steel was carried through-the Legislature in 1927 though 

by·a small majority.· The .Ottawa agreement was ratified by the 
Legislatui·e last ·yeal' by a very large majority, and the Indian 

tariff riow provides for preference for· several classes of British 
goods. · The'reason for the ci1ange has been explained in the 
evidence of· Sir. Charles Innes, who was a m~m~er of the 
.Viceroy's' Council in charge of Commerce for five years and is 
undoubte<'tly one of the greatest authorities on Indian commercial 
matters. '_·The folio wing is his reply to 1\Ir. Davidson's question 

No. 5007: 
· .. l . . . . 

" I think it was mainly due to the fact that the Indians 
realised that it wa~ for themselves to decide whether or not 
they would ratify that agt·eement. In the old days, before 
we introduced this =principle of discriminating protection, 
every Indian thought that Britain kept India a free-trade 
counti·Y'in the intet:est of her own tmde. When the Fiscal 
Com~ention was introduced, and wl1en we passed a resolution 
in favouc of discriminating protection, and the fh·st Steel 

· Bill was passed, we at once transferred all that from the 
political sphere to the economical sphere, and in recent 
year8 in the Indian Legislative Assembly more and more 
we have been creating a strong Free-Trade party. It was 
getting more and more difficult for me to pass Protection 
Bills~ I think that is all to the good ; it shows the value 
_of responsibility and I am perfectly sure that if we had not 
taken that action, you would have never got the Indian to· 
agree to preference on British steel. or to the Ottawa 
agreement~ and it seems to. me a very good example of the 
stimulating effect of responsibility." 
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14. In these circumstances we request the Committee 
definitely to recognise by Statute India's freedom to·regulafe her 
fiscal policy without r.ny reser·;•ations or qualifications. · Such ·a 
colll'Se, we are convinced, would be fully justified by the results~ 

In our opinion, so far as· the fiscal relations between: Great 
Britain and India are concerned, the . question is not whether 
there will be any tariff discrimination against Great ·Britain. but 
whether and to what extent preference will be given to· Great 
Britain. A constitutional provision which might never .have· to_ 
be applied in practice bot which would tend tO ofiend publie 
opinion in India might seriously prejudice the dev~lopment of 
any preferential arrangement as. regards Great .Britain. Indi~ 

desires to shake bands with G1-eat Britain in. token of friendship 
based on a recognition of equality. A proposal tha.~ sh~ should 
be hand-cuffed before she is allowed to shake hands, lest she be~ 
tempted to t:trike, is hardly the most expedient method of 
beginning a new era of cordiality and mutual understanding. , 

Commercial Discrimination. 

15. The question of Commercial Disctimination has been 
the subject of prolonged negotiations _a~d discussions for many 
years. Throughout these discussions and negotiations, the 
expression'" Commercial Discrimination" was used. in a very 
limited t:ense. It had reference solely to internal t·estrictions: 
on trade and cOmmerce. It was never intended .to include tariff; 
arrangements and the other matters dealt with uilder the Fisc:. I. 
Convention. In fact, the only reference. to the subject. in the · 
reports of the first Round Table Conference 1s found m . the 
Report of the :Minorities Sub-Committee • . 

16. On the question of principle there has always been a 
substantial measure of agreement. The AU.Parties COnfe.J,'"ence 
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which met i"n India in 1928 and which was pt;e:;ided over by that 
eminent leader of the Congresa, the late Pandit :Motilal Nehru, 
stated in their report {commonly known a~ the Neluu Repot·t} 
that" It is inconceivable that there can. be any diaet·iminatory 

. legislation against ariy community doing ·business lawfully in 
India.?~ The statement was endorsed in even more emphatic 
terins by: Mr. Gandhi at the Second Round Table Conferenc-e. 
It has been acCepted on the one hand that there shall be no 
unfair discrimmation against Bdtish companies operating in 
India, while it is equally agt·eed ori the other side that the Indian 
Government should have all the powers which Great Britain and 
the Dominions possess to develop indigenous industries by all 
legitimate . methods. · The difficulty throughout has been to 
define by legislation the expression " legitimate " and " unfair " 

and ~so th~ .term " indigenous '' .. 

17~. The question was considered by the authors of the. 
l\Iontagu-Chelmsford Report and also by the Simon Com· 
mission. The. former in paragraph 344 of their report made an 
appeal to Europ~ans " to be content to rest like ?ther industries 
on the new foundation of government in the wishes of the people" 
and to Indians "to abstain from advocating differential treatment 
aimed not _so much at promoting Indian as . at injuring Briti&h 

commerce ". The Simon Commission considered that it was 
not feasible to prevent discriminat01·y _legislation ·.by. attempting 
to define it in a constitutional instrument. Any such provision 
would, in their opinion, have to be drawn so widely as to be· 
little more than a statement of abstract prinCiple, aff_ording no· 
precise guidance to courts which would be asked to decide 

whether the action complained of was discriminatory. The 
Parliamentary draftsmen, however, considered otherwise, · and 
attempts have been made in.the 'Yhite Paper in Proposals 122, 
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123 and 124 to deal with this highly . complicated question~ 

The view of the Simon Commission has, however, been justified, 

for the draft has already been found to be unsatish.ct()l'Y and a 

• complete redraft has been suggested in the . memorandum cir
culated by Secretary of State. We must point out that if the 
clauses are drawn so widely as to prevent legitimate discrimina:

tion, the Government would be driven to State socialism as the 
only method by which the provisions of the Act could be 

circumvented. 

18. Before we deal -with this 1:evised draft, we .!nu3t state 

very frankly the apprrhensions of Indian commercial . and 
industrial interests in this matter. A .protective 'iarifft as 
regards which complete freedom has been giv<'n. and js "to· be 

. l • • , 

continued under the White Paper scheme, is the most common 
perhaps the most effective method by which indigenous indus
tries can be fostered and developed. The clauses rel!lting to 

commercial discrimination al~o recognise that in the case of 
bounties, subsidies, or other payments of gt·ants from public 
fund:.-:, · discrimination even in the case of . British companies 
operating in India would be legitimate under certain circum .. 
F.tanceR. These, however, <lo not exhaust the· methods by 

which countries, including Great Britain, have attempted to 
develop indigenous industries or counteract attempts ma<le by. 
foreign companies to frustrate the objects of a protective tariff.· 

The patticular difficulty which is disturbing the minds of Indian 
commercial men is the possibility of powerful 

1
foreign._ trusts 

eastablishing tl1emselves in India and making it impossible for · 
Indian industries to develop, not necessarily by methods which in 
ordinary commercial practice would be regarded as unfair, but by 
their superior resources, powers of organisation, political influence, 
etc. It is immatei·ial from the Indian point of view whether 
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these trusts are British or international, nor do we see how legis
.lation can differentiate between a foreign company which is 

registere4 in Great Bdtain and a. British company. 

· : '. _'l'h~ q~estion l_1a~ ·alr~ady arisen in tl1e case of the match • 

iriJcistry •.. As a t:e~ult of the h~avy reven~e imposed on matches 
in i922, ~ blg indige.~ous industry has developed,. and the 

Swedish Match Company has also establish~d several factories 
in In<lia.' When the question whether the revenue duty should 

be definitely recogc.ised. as a protective duty was considered by 

the Tariff Board in 1928 one of the points which it examined was 

:whether the: Gove:rnment should introduce any special measures 

.to curtail the activities. of the Swedish l\Iatch Company m the 

interests of. the -. .Indian companies. The Board, which was 

presided over by an Indian _and had. a majority of Indians, 
1·ecoJ;llmended that a no-discriminatory action was necessary, 

(though the situation required careful watching ; but it is 

.interesting to.note.that the Tarifl Board did not consider itl'lelf 

:precluded from ~onsidering the question of discrimmation and 

.. examined ~everal. possible methods, such as· the establishment 

oE a quasi-monopoly under Government control, State control 
oE sales and prices, and a differential excise duty.* 

· · · 19 ... In dealing with the revised draft, it would probably be 

better for .us to state clearly on what lines the. draft should in 

'our opinion. be modified rather than to suggest :specific modi

. fications _of the draft. We' summarise below in the form of 

·propositions our views on this subject ~ 

(3.) 'Ve have n~ objection to the general declaration as to 

Uritish subjects in regard to the holding of public offices or to 

. •· .Appendix A, Report of the Indian Tariff Board regarding grant 
·~f protection to the Match industry, 19:!8. · 
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the practising of any profession, trade or calling.. 'Ve . would, 
however, very strongly object to any draft which makea. it, iuH. 
possible for India to discriminate against subjects of the · Domi
nions and Colonies which impose disabilities on Indian subjects. 
'Ve do not wish to elaborate the point further, for His 1\Iajesty's 
Government are awat·e of the strength and intensity of : lndiari 
feeling on this question; 

(b) · Proposal 124 of the 'Vhite paper and the revised draft 
fully recognise that in respect of bounties, subsides, ·or other 
payments from public funds, discrimination would be le,gitimate. 
'Ve would, however, like to· point out that the Repmt · of· the 
External Capital Committee of 192!, on which the draft is b~sed, 
is not the last word on this subject. The conditions imposed in 
accordance with the recommendations of this Committee have 
so fat· been found to be satisfactory, but it is not improbable that 
altered circumstances will necessitate other conditions or modi· 
fications of these conditio&s with a" view to the encouragement 
of Indian trade· or industry. The clause should not, therefore, 
restrict the right of the G.:>vernment ·and the Legislature to 
impose further conditions, if necessary. 

(c) The clauses relating to the speciai provts1ons for 
persons who are British subjects domiciled in the United King
dom are based on the principle of reciprocity. - In the com·se of 
the discussion we have referred to several methods by which 
'Vestern countries have attempted to foster and d"evelop national 
industries and which might in certain circnmstancas be·_·held to 
contravene one or other of these provisions. : 'Ve .have. two 
aJtcrmtive proposals to m~ke. . . . · 

. 20. 'Ve stt·ongly hold the view tluit'a friendly settlement 
by negotiation is by far the most appropriate and satisfactory 
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method of dealing with this complicated mattet·. Any statutory 
safeguards given to British commercial intm·ests would initate 
public opinion and would operate as impediments to a friendly 
settlement. We, therefore, earnestly suggest the omission of 
clause 123 of the White Paper and the corresponding clauses 
in the re-draft. If. any legislation which subjects to unfair 
discrimination any class of His. Majesty's subjects protected by 
this. c!au~e is passed by the Fedeml Legislature, the Governor
General has already the right under clause 39 to reserve the 
Bili ~o~_tl~e significance of His 1\Iajesty's pleasure. Any such 
action on the part of the Governor-General would itself put 
th~ riva~ 'parties in the proper frame of mind for . n satisfactory 
agreemen"t. · The fear on the one hand of the exe1·cise of the 
ulti~ate v.etO a~d. on the othe~ the possibility of assent in view 

.. - . t . . . ' . . 
of the 'strongly expre~sed public opinion in the matter would . . . 
probably induce the parties to a11ive at a satisfactory com-
promis~ ' (Sir Henry Gidney dissents from this proposal.) 

. '' - . 

. . 21 •.. A less satisf<tctory alternative {though in our opinion . . 
much better than the 'Vhite Paper proposals). would be the 
inclu~ion of legislation, which disct·iminates against any cJass 
of His'l\Iajesty's subject~ in India, in the list of legislation 
which, under Proposal 119, requires the previous assent of the 
Governor-General given· at his disci·etion. It should, however, 
be made very clear by means of a provision in the Statute 

· itself'or by means of appropriate directions in the Instrument 
of Instructions that the assent should not be refused unless the 
object of the legislation is " not so much to promote Indian 
commerce as to injure British commerce ". 

We consider that a clause drafted generally op. these lines 
would be preferable though it is open to the objection referred 
to in paragraph 12. 



23 
. I 

In the .first place a provision of this sort would be more 
elastic than the White Paper pt·ovision, for the . Govetnor..; 
General or the Governor as the case may· be would be in a 
position to decide with reference to the merits of each indivi~ 

dual case whether the measure was a legitimate • attempt, 
intended to promote Indian industries, or whether ' its aim was 
primarily to injm·e British commerce in India. · · 

. In the second place it would avoid a . reference ·to the 
Courts to which there · are obvious_ objections, some of_ which. 
have been given by the Simon Commission in paragraph 15G, 
Volume I~ of their Report. We do notthink that the Courts. 
should be placed in a position in which they might have to give 
a decision contrary to strongly expres~ed public. opini~~ -iD. th~ 
Legislature. Indeed, any attempt to test the legality of popular 
legislation by a foreign company would at o~ce raise po~itical 
issues and would tend to mobilhe. the forces of public opinion 
against the compa~y concerned.· . Europea~ :~onip~nies. ha~·~: 
during the last four years realised how extremely effective a boy-. 
cott, supported by public opinion, can be in India. , . 

In the third place, a reference to the Fetlera.l Cou~t with the 
right of appeal would mean considerable uncertainly a!Jd dtllay, 
which might in certain circumstances frustt·ate the very object of 
the lPgislation. .Moreovet·, if the legality of· the leg.islation is 
challenged, not immediately Lut some years afte~ .the p~ssi~g of_ 
the Act, a decision of the Federal Court declaring the legislation 
ultr:a vires on the ground of discrimination w<;>uld inflic~ b~avy: 
losses on the companies, which in the· mean~hile had in~ested 
capital and_commenc.-ed operations. · . 

22. 'Ve see grave pmctical objections to any oonstitutio~al· 
provisions against administrative discdmination. · Indian· 
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:MinisterS in ·chat·ge of Transfet·rcd Dep:1.rtments in the Pt·ovinces 
have exercised um·cstricted powet·s in respect of conb·acts ,md 
the purchase of stores .for the last twelve years and there has 
been no complaint f~·om any British companies that the. power:; 
bave been abused. Apart from the fact that any provision in 
the. new constitution which would enable the Governor-General 
or the Government to interfere with the discretion of the Indian 
Ministers in these matt~rs would be very strongly resented as an 
encroachment on the rights already granted by convention, we 
are_ couvinced that administrative intederence would, in practief', 
serioqsly affect the relations between the Governor-General o1· 
th~ Governor. and. his 1\Iinisters. Io practice no such discrimi
n~tion. · ag~nst British. companies in India is likely to take 
~la.ce, especially ~s. the vast majority of the shareholders in 
maQy of· the so-called . European companies in India such 
as the jute. comp~~ies of Bengal, are Indians. The Indian 
shareholdei;S_, like . the s}.lat;ehoJders Of any other COUntry 

do not cOncern themselves' vet)- much with. political or racial. 
issues so. long· as they get their dividends regularly. Although, 
the shareholders in the jute companies have been predominantly 
Indian; the management and . direction has, as is well-known, 

bee~ abnost exclusivelr European. 

Railway Board. ·. 

· .23~ . The qu'estion of the. constitution of a stat~ tory Railway 

Board was never di~cussed at the Round Table Conferences but 
was considered by the Consultative CommittP.e of the Round 
Table ·conference in India. This Committee, while recognising 
the advantages of the establishment by Statute of a Railway 
Board for the administration of the Indian railway system on 
cowmerciallines, considered that the Constitution should merely 
con~ll a clause requit-ing the establishment of such a body and 
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that the constitution, functions and powers of the Board. should 
be determined by an Act of the Federal. Legislature~ ·.·We .:agree 

with this recommendation. 

Federal Legislatu're. 

24. \Ve generally accrpt the proposa.ls in the White Paper 
both as regards the composition of Lower Federal Ch~~ber and 
~s regards the method of election to it.* The; representathres of 

. . . ' 

some of the bigger Indian States have urged the des_irability of 
smalln Legislaturea and also the adoption of ari indirect F~ystem 
of election. _The a.rguments · t~at hav_e bee~l advanced against 
direct election are familiar to those who have ·· taken part in the . 

. . '· 

constitutional d~scussions of the last five y~a_r~, but- since the 
matter is of such vi tal interest; we propose to· de~l with the. 
principal objections which are as ~u~marised below: .. ·;; . 

{1) Direct election,_ even with Legisl~t~re~ ()f the size 
contemplated by the White Paper scheme, would nec~ssitate 
extensive constituencie~, and with the. comparatively .un
developed state of co~inunicatio~s. in India it would be 
impossible for the individual mem~er. to n1~inta.in that 

personal contact with the ~le~torate which is the ess~nce of . 
the democratic system. 

'. 
' . 

~2) The vast mass. of the electors _who at'Q to be·. 
entranchised under the 'Vhite_PiLpet· scheme ani illiterate' 
and in the absence of a well-organi~ed pri.rtj · o~·. press, it 

would be difficult for the illiterate votet· to understand the 

*Some members of the Delegation . would much 1>refer smaller 
legislatures though they are in favour of direct election to the Lower -
Chamber. One member considers thnt in view ef the special circum
stances of his community at present, indirect eiection would be prefer-
~~ . 
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eomplicated and in some cases highly technical issues which 
the Federal Government would deal with . under the new 
constitution-. 

(3) India has not sufficient ine~ with the necessat·y 
qualifications to fill Provincial and Central Legislatures of 
)he ·s~e .provided _f01· in the 'Vhite Paper schemt>~ and a 
large Federal Legislature is unnecessary for . the purposes 
of the Federal scheme, since the functions of the Federal 

· Government under this scheme will be ve•y restricted. 

~5. The first two arguments have been answet·ed in the 
following_ passage· ft·~m the Government of India's despatch on 
a similar. proposal ~ade _by the Statutory Commission : 

~ Fit·st, the central elector hc'l.s E>xe•·cised the franchise 
with increasing readiness and at least as freely as the 
elector to provincial c~upcils. A great deal of tho bussines~ 
of the central legi8latm·e is as· intimate to the electot·, and 
is as fuily within the scope of his ·understanding as the 
business of the provincial councils.· 'Ve need cite only such 
mc~.tters as tlu~ Sat·da Act, the income-tax, the salt tax, the 
railway administration, and post..1l rates. Even more 
abstruse matters, such as the exchange ratio and t..'lriffi, 
interest large sections of the electorate. Second, the 
electoral methods natural to the social stl"llcture of India 
may be held to some extent to replace personal contact 

. between candidate and voter, a contact which adult suftrage 
and party organizations make inct·easingly -~ difficult in 
western countries. 'l'he Indian electorate is held together 

· by agrarian, commercial, professional and caste rehtions. 
It is through these rtlations that a candidate appt·oaches 
the elector, and in thi.~ way political.opinion is the result 
partly of individual judgment, but to a greater extent than 
elsewhere of gL·oup movements. These relations and groups 

· · pt·ovide in India a means of indirect contact between voter 
and member, reducing the obstacles which physiC'll condi
tions entail. Moreover, we are impressed by the further 
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"d . 1 I p I" f .I -cons1 eration t 1at ten ·years ago: ar Iament o · 1ts. own 
motion set up for the first time ~ directly ele~ted Assembly, 
representative of the whole of India. That Assembly, in 
part perhaps berause it is directly elected, has appealed to 
the sentiment of India, and sown the seeds, as yet only 
quickening, of real representation. Accm·dingly, unless 
new considerations of greater importance have to be taken 
into account, we feel 1-eluc~nt as yet to condemn an 
experin:ent undertaken so I'ecently in a country awakening 
to political consciousness." 

Apart from the other weighty argu1nent8- which_ have been 
mged by others in h'four of a system of dire_ct election, we wish 

to draw the attention of the Committee to the possibility, almost 
amounting to certainty, of Provincial elections being·- fought on 
All·India issues if the Federal· Legislatures were indirectly 
elected by the Pt·ovincial Councils .. The· result would be that 
none of the advantages claimed for. the indirect system could 
he secured since All-India issues would be ·vot~~. upon by an 
electorate of 35 millions instead of ,by the .~or~ ·re~tricted 
electorate recommended · by the Lothia~ Connuittee for 
the Federal Assembly. 

26. As 1-egards adequacy of qualified men to fill tlie legis

laturetz: whatever the conditions in the Indian State~ no one 

who is in touch with conditions in ·British India doubts that, 
,. . . ,\, 

except perhaps in the rase of the depr~ssed classes,. men. with' 
the necessary qualifications will ·not be available.· Our fear~ 

on the other hand, is that the number .of candidates will be 
embmTassingly large. 

27. We consider that there sl1ould be a definite provision 

rrgulating the procedure for the participaticn by representatives 

of Indian States in matters of excl~ivcly British I~di<~ .• nfel"('st. 
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The following formula indicates the procedure which m our 
ppinion should be followed :-

(1) In a diyision on a matter concerning solely a British 
Indian subject, the representatives of the Indian 
States will not be entitled to vote. 

(2) Whether a matter relates solely to a British Indian 
subject or not will be left to the decision of the 

·Speaker of the.House, which will be final. 

(3) · If a substantive vote of 'No Confidence'· is proposed 
in the House on a matter relating solely to a British 
Indian subject, the representatives of the Indian 
Sta~es will be entitled to vote si_nce the decision on 

; such a question will vitally affect the position of' a 
l\Iinistry formed on the basis of collective responsi
bility~ 

( 4) There should be a definite provision in the Constitution 
regarding the procedm·c ·on this important point, since 
the issues raised affect the status and rights of the 
representatives of the Indian States on a question of 
voting in: the Legislature. 

(5) If the Ministry is defeated on a vote of the Legisla
ture on a 'subject of exclusively British I~ dian interest 
it will be for the ministry to decide whether it should 
continue in office. It will not necessarily resign as a 
result of the vote. 

Provincial Constitutions. 
\ 

28. 'Ve approve generally the scheme of Provincial 
responsibility provided for in the 'Vhite Paper rroposals, 
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and our observations and suggestions are confined. to ·matters 

of detail. 
(1) We are very strongly opposed to the proposal that. 

L:1w and Order or ~my ~ection of the Police Depart
ment should l.e reserved. · In the first place, the Iso
lation of this Department would result in the intf'nsi
fication of the hostility to this Department which 
would be increasingly recognised as the !lgency of an 
alien Government. In the second place~ the . mainte
na.nce of Law and Order is very· closely connected 
with the administration of the other . deparments 
since the Police are the ngency .through which i~ the 
last resort the ·policy of the other departments is 
enforced. For instance, the periodical J\Ioplah 

· outbreaks in the south, the tenancy agitation in . the 
U. P., and the Gurudwa1'a agitation in the Punjab 
were due to agrarian or religious movements which 
necessitated action in the Transferred Departments. 
To give another instance, the enforceme1;1t of prohibi
tion, which has the sympathy of a large section' of the 
population in India, is, as has been demonstrated by 
the American experiment, primarily a q'uestion of Law 
and Order. · 

(2) Any special provision for dealing -with the terrorist 
activities in Bengal and elsewhere, which would in
volve a restriction of ministerial ·responsibility in 
respect of Law and -Order, would, apart from its 
political reactions, defeat the object in view. It is 
well-known that the terrorist activities have. been 
aggravated by social and even religious influences, 
unemployment among the University graduates, and · 
by economic conditions of the Province in general. 
Absence of any strongly expressed public opinion 
against the movement has also been one of the princi
pal factors that has contributed to its growth. ' Only 
an Indian 1\Iinister who is very closely in touch with 
the classes of the population from which the terrorists 
are drawn can mobilise the forces of public opinion 
against the movement and deal-' f!ffectively with the 
social and the other factors that have influenced its • 
growth. (Sit· Henry Gidney disse~ts.) · 
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(3) Thet·e is nothing in the 'Vhite Papet· scheme which 
could prevent the Governor-General from carryin(J' 
out the suggestion that, while Law and Order would . 
be completely transferl'·ed in the Provinces, thet·e 
should be a small organisation directly under the 
Governor-Geneml which would, in co-operation with 
the pt·ovincial authorities, supply him with informa
tion relating to movements of a subversive character 
which extend over more than one Province and 
which raise questions relating to the defence and 
security of the country. The military section of the 
C. I. D. does, as a matter of fact, discharge this 
function. 

(4) The Instrument of Instructions should definitely con
tain a. direction to the Governors that the collective 
responsibility of the Cabinet with a · Prime Minister 
should be introduced from the very inception of the 

• provincial constitutions. 

(5) .Special responsibilities of the Governor.* 
While we I'ecognise that certain special responsi
bilities would have to be imposed on the Governor in 
view of the demands of the Minorities and othet· 
circumstances, we consider that the following modi
fications should be made in Proposal 70 of the 'Vhite 
Paper: · . ' 

(i) In respect of the prevention of grave menace to 
the peace and tranquility of the Province, the 
Governor's action should be confined to the 
Department of Law and Order. In other words, 
these special powers should not be exercised ~o 
as to interfere with the administration of the 

* Sir Abdur Rahim is of the opinion that the special responsibli
ties and special powers of the Governor as proposed in the White Paper 
will make it extremely difficult for responsible Governments in the 
Provinces to function and considers that the provision made to meet 
cases of breakdown of the Constitution should suffice to meet all serious 
contingencies. He is convinced that if the rights and interests of the 
Minorities and the Services are properly defined in the Con~titntion 
Act itself that will afford more effective protection to them. The 
Governor should, however, be responsible for can·yiug out the orders 
of the Federal Government and protecting the rights of Indian States. 



(ii) 

3l 
. l ' 

other Departments. It is suggested that the 
special responsibilities should . be :restricted to 
cases in which the menace arises from subversive 
movements or the activities of a person or per~ 
sons tending to crimes of violence. 
In the case of Minorities, the expression "Legiti
mate interests" should be more clearly defined 
and it should be made clear that the Minorities . 
refe1Ted to are the racial and religious minorities 
which by usage are generally included in, this 
expression. · 

. (iii) In the case of the Services, the expression " legi:. 
timate interests" should be clearly defined. The 
Governor's special . responsibility should be 
restricted to the rights and privileges guaranteed 
by the Constitution. 

(6) 

(7) 

( The other special responsibilities of the Gover
nor will be dealt with in the appropriate sections 
of this memorandum to which they relate.) · . 

I . 

The power of issuing ordinances should be given only' 
to the Governor-General as at present. The Governor 
should have no difficulty in getting ordinances issued 
even in emergencies as at present. _ 

( Some members of the Delegation dissent from 
this proposal and support the White Paper proposal.) 

'Ve are opposed to the creation of second Chambers 
in Bengal, Bihar and the U. P. The opinion of the 
present Legislative Councils in these Provinces is not 
conclusive in the matter. 

If, however, in spite of our opinion a second· 
Chamber with a nominated element is to be constituted · 
in these Provinces, we consider that it should be defi
nitely recognise that ·persons appointed Ministers 
must be or become within a stated period .. elected. 
members of one of the two Chambers. . . . · 

( One member of the Delegation considers that ~n 
the case of the United Provinces a Second 
Chamber is necessary, while another would like 
to have it in all the three Provinces.) 
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In respect of the Go\·ernor's Act, referred to in Pro
posals 92 and 93 of the White Paper, most of us 
would pt·efer that, if any legislation were required fot· 
the discharge of the special responsibilities imposed 
on the Govemor, he should take the entire responsibi
lity for such legislation and should not be required to 
a~tempt to secure the assent of the Legislature. 

Federal Finance. 

· 29. {1) The allocation of the sources of revenue between 

the Federation· and the units which follows with slight modifica
tions the recommendations of the Peel Committee of the Third 
Round Table Conference, is the result of a compromise and we 

· do not, therefore, . suggest any change. 

:· . (2) In regard to the division of income-tax; however, we 
observe tl~at the contentions of the British Indian members of 

'the Peel Committee have riot been accepted. These members, 
1·ealising the importance of strengthening the financial position 
of the Federal Government by the parmanent allocation of a 
portion of the income-tax, agt·ecd, as a compromise, to the 
~~gge~tion tl1at the proceeds of the income-tax which are not 
derived solely from residents in British India should be allotted 
to the Federal Government, in addition to ·the Corpomti.on Tax 
which would be definitely clas'3ed as a Federal source of revenue. 
According to the figures placed before the Peel Committee, the 
a~10unt of income-tax so allotted wa.s roughly about 2! to 3 
ct"Ores of rupees, or . only about ~0 per cent. of the balance 
t·emaining after the allocation of the Corporation Tax to the 
Fedet·al Government. 

Under the 'Vhite Paper scheme, the- portion of the income
tax to be assigned to the Federation has been fixed at not less 
than 25 per cent. and not more than 50 pet· cent. of the net 
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proceedH, the exact percentage to be fix:ed by a committee just 

before the inauguration of the Federation. 

Since the Percy Committee have definitely found that the 

pre-Federation debt of .India is covered by the. asset_s to be 
transferred to the Federal Government, there is no justification 

in theory for the assignment to the Federal Gov~rment of any 

portion of tl·e personal income-tax paid by .the residents o£ 

the Provinces, since no coiTesponding tax on incomes will . be 

pai~ by the. States. Any such proposal would have ·serious 

political repet·cussions, for an economic issue "Of this sort might 

dertermine the line of: party cleavag~ in the Federal ~egislature. 
It would be very deplorable if at the very inception .of the ne~ 

constitution the representatives of British India and those of 

the Indian states, were ranged in opposite camps in the Federal 
Legislature. 

(3) In PropoE'al 137, it is stated that the Federal Legisla

ture will be empowered to assign the salt duty, the Federal excises 

and the export duties "in accordance with such schemes of dis.,; 

triLution as it may determine". It should be made clear that 
the system of distribution should be on the basis of population or 

according to some othet· method that would not render possible 

the exercise of administrativ.:l control over the units of the Fede- · 

ration. In other words, the scheme of distribution should not be 

interpreted as including grants-in-aid ' as ab instrument of 
control. 

{ 4) There should be a prov1s10n in the Constitution, 

Act for the appointment by the Governor-General of a 
committeee (say three years after the Fede~ation has begun to 

function) to institute an inquiry into the financial conditions of 
tl1e Federation and of the British Indian Provinces and to make • 
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recommendations for the allocation oE the income-tax to the 
I 

Provincial units according to a time-table. 

Public Services.* 
' 30. No part of the White Papar proposals has caused 

more dissatisfaction in India than the provisions relating to the 
Public Services. Before we indicate om· views on these provi
sions, we may draw tha attention of the Committee to certain 
features of the duties and conditions of service, particularly with 
reference to the key Service, namely, the Indian Civil Service. 
The Covenant or con~ract signed by a member of the Indian 
Civil Service . imposes many obligations on him but confers 
hardly any rights or privileges, ~hich have all been granted 
either by ~tatute or· by rules, such as the Devolution Rules and 

· the Classification Rules. The salaries and othet• conditions of 
· service have been varied from time to time and are still subject 
to variation by the Secretary of State in Council. The duties 
and functions of this Service have also undergone considerable 
<;ha~ges~ Originally the Collector and Magistrate was a fiscal 
officer, a revenue and criminal judge, the locallH;J:ld of the police, 
jails, education, municipal and sanitary department:;. Owing to 
th~ increase of specialisation by the creation of new departments 
transfer of cert:lin departments to the direct control of the 
Imperial Govemment, de-officialisation of local authorities and 
other administrative changes due to the introduction of the 
l\Ion~uu-Chelmsford reforms, his duties have been considerably 
restricted, but he continues to be the administrative head of the 
di~trict, whose principal functions, apart from the .collection of 
revenue~ are the maintenanceo£ lawand orderand the co-ordina
tion of the work of the different departments of Government in 

~ Wherever the word ' Indian' is used, it includes ' Statutory 
, Indians' 
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the district. Many of the higher administrative appointments and 

almost all the higher secretariat appointments in the Provinci::-.1 

Governments and in the Government of India are reserved for 

the members of this Service under the present Constitution. 

31. According to the 'Vhite Paper scheme, the Secretary 
of State will continue to recruit on the present basis .for, the two 

key Services, namely, the Indian Civil Service anq the- Indian 

Police. There is to be a statutory inquiry _after a perio~ of five 

years after which Parliament will determine on what basis future 

recruitment should be made. 

Very strong objection has been taken in India to this part 

of the scheme which is, it may be noted, not in accordance with 

the recommendations of the Services Sub-Committee of the 

Round Table Conference. 'V e consider that,. after the J>as~ing 
of the Constitution Act, recruitment for the Central Services 

should be by the Federal Government and for the ProvinCial 

Services, including the Indian Civil Service and the Indian Police, 

should be by the Provincial Gevernments, who. should have full 

power to determine the pay and other conditions of service for 

future recmits and also the proportion of Europeans that'should 

be rccmited.*' 'Ve give below some statistics, necessarily based 

on certain assumptions, as to the number of European officer~ 

that would remain in service even if recruitment were complete- · 

ly stopped in 1935. 

(1) Total sanctioned strength 

(2 Present strength 
(on 1-1-32. latest figures 
available) 

Indian Civil 
Service. 
1,225 

1,308-

*Sir Henry Gidney dissents from this proposal. 

Indian· 
Police.· 
"683 

. '680 
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Indian Civil Indian, 
Service.· Police. 

(3) Number of European officers 
. at present. {1-1-32). 843 528 

(4} Number of European officers 
H recruitment were stopped 
in 1935. 

(a)· in 1935 762 498 
· (b) · in 1940 632 443 
(c) in 1945 502 388 

The:e would thus be a very substantial European element 
i~ the two key Services for another generation even if :European 
re.cruitment were completely stopped. after the passing of the 
Act. · 'The proposal that a statutoi·y inquiry should be insti
.tuted after a perio~ of five years is open to very strong 
obje~tion. The problem of European recruitment cannot be 
considered in ·isolation. It . is very closely connected with 

. standards cf administration, the state of communal fealing and 
other f~ctor~ which are of a very controversial nature and · 
r3;ise political issues. Any st~ch inquiry even :of an informal 
natur~ w_ould, therefore, have a grave disturbing effect on the 
political atmosphere and would seriously affect the ~elations 
~et~een the Services and the Legislatures. 

32. We now proceed to deal with the existing. rights of 
officers appointed by the Secretary ot State in Council which 

are to be guaranteed by Statute. 'Ve may say at once that 
we have no objection_ to the proposal, that the pens_ions, salaries, 
and the privileges and rights relating to dismissal or any other 
fol'm of punishment _or censure should, in the ·case of the 
existing members of the All-India Services, be fully safeguarded 
by the Constitution. · 'Ve considet·, however, that the Gowmor-
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.General in his discretion (not the Secretary of State in .C~uncilY 
should be the statutory authority for the protection of these rights 

and privil£'ges. We realise that the Governor-General acting in 
his discretion is responsible to the Secresary of State and . that 
constitutionally there would be very little change. Indian 
public opinion, however, attaches great importance to . this 
formal change, which would be more in keeping with the rest 
of the Constitution. · 

To meet the reasonable demands made by the Services 
Association we are prepared to go further and agree to the 

• • • • l, ' 

following concessions. 

(1) Although the members of the AU-India Services, 
appointed after the commencement of the GoveJ,'nment of India 
Act of 1919, are not entitled to the "existing and accming rights 
or to compensation in lieu thereof" referred to in Section 96B 
(2) of the Government of India Act, we have. no objection to the 
·proposal that these rights should be extended to the officers 
appointed before the passing of the Act. 

(2) We agree to the proposal that the right of ·retiring on 
proportionate pension should be extended to all European' me~~ 
hers of the AU-India Services,' appointed up to the passing of 
the Act. 

33. Our objection is mainly to the tights and privileges . 
which operate as :.:estrictions on ministerial responsibility. : We 
foresee many administrative developments. We, therefore, con· 
sider that there should be no restriction on the Ministers· as 
regards postings, allocation of work, reorganisation of services 
and functions, and other matters which relate to the enforcement 
of policy and the efficiency of administration. The Minil!!ters 
should also have the power of abolishing· individual appoint· 
ments now held by members of the All-India Services. subject 
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to right of compensation. in certain 'CaMS· 'on; the lfneS'. indicated 

in the evidence of the Secretary of State .. 
"' ,. . . . .. . . 
. · .· 34; 'Ve see no justification for. the p1;oposal . to exempt 

f~~in in-~b~c-tax the p~nsions of ~erlred officeJ"s of the AU-India 

l~e.ni~es. · Any 's~c4 exemptio.n would ~~t ben-efit the retired . . . . ~ . •' , . . .. .. ·' . ·~ . . ' . 
·officials. resident in Great . Britain or Northern Ireland who are 

~ubj~t-fo .the' British income~tax and ~ho. ~orne within _the 

scQpe of thE} do!lble inco~e-tax arrnpgements: . 'Vhether India 
i~yiea ~n· income-tax· on; p~nsions or not, they' . would. continue 

161 pa~ l~i'~oin~t~x ae 'the Briti~h: rate. ~ ;~e ·only persons 

who w01ild be protected are the retired officials who have 
s~tlea:;qr~.-:'.foreign- ct>tinti·ies in' ,.ol'der ·'to :evade. the. l3ritish 

income~tax; :::,ve.-do'not~ ihirik-'that: these· officers deserve the 
iS}tinf;alhf.;of~I>atliameiit :orllhai· any{' special . constitutional pro

~~~ionlslloula be niade>'for: their• betiefit.: 

:-.-; r::<J.:ll~_.,lf.p.~·~ti<?n h.-~?~ ip)~~~! ~?~nected w.ith servic~ rig~tts' ~r 
privileges, for retired Britil:l).•, officials in ,India ar.e subj€ct to 

• • • J ,_ • t • l I' , " , 

J~d_ia~ in~oll?e-~ax._ .J'he :matter is ~ne ~of. adjq~tment ~tween 
the'Britisli Tr¢a~riry ·a:~d.il1e" Indian. 'Gpver:pment; ·if the 'latter 
-· .,.,_.,, •••• -.. {·,~-; ~ •• ,.·· •. ,.~·:·' ~ .•••. • • •• • • ... l ••• 

deciaed 'to"I:eiitove'the presept exemption.: 
~·J ;-:'~6:: ;:1 ·~:·j ': :'; 'l·._;·,.~,-~ _·: ~:··' .• i 

It is possible that, owing to the fact that under the Indian 

jncorp~t!JX; provisio~s no. ex~mptions are given for families, in a 

{e,''f cafi~; the Bt·itish r~te migh_~ ~e: lower than_ the Indian rate :of 

inCOPJ~:-tax and that ~ tew retire,d ·officials in Gr~at Britain and 

Nort~ern Irela11d 'Yo.~d, ~he~:ef~re, beco~~- subject. to a higher 

J:ate,of ~ax., : l'o avoid any paJ·qship in this comparatively ~:~mall 

nJu;nber of. cases, 'Ye. wpuld , have no. -.obj~ction to any arrange· 

ment$ u11der, 'fl' hi~h retired officials in Great Britain and Northern 

Irela~~ would·(!ontinue,t(> pay income-tax at the same. rate as 

at present, .: , 
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Appolntment: of Governors-r 

35. 'Ve strongly feel thattlie · Gov~~noi:s' o( all tii-e 'PFo

, vinces sh:>_uld .under ~the, new. Constitution . be ·selected, from 

f" amplJ,gst public men in Great· Bdtain.· and in· India ... l\Iem~ers 
of the permar;tent services i~ India,, whether .. retired or· on ac~iye 

serviceJ sho1,1ld be .exclud~d ft:om these. high appoiJ?tments. -
. .. . '··. . . . ; .. .• .. 

. A~tomatic Growth of ~he Constitution.· 

36; . The Simon cOmlnissio~. declared "that one of the. most 

.. important princi~Jes which should be~·fiorne in i:nind inO:qonsi

dering the constitutional proposals was that the new C~mstitut~on 

. s.hould as far as possible contain. withi.n it~elf .provisiqn. for its 
• • ' ' ' • ' ' ., •• I •. ·. ''· .,. . J, • ',).. t 

r own developmen~.; -. .As the Commission obse:rv.~~·. · 
. • -' ·- ~ .. ·• ~' ,, '' J, f•o .• • '•~· ~ t' • . ' ·' '. ~·' •;·· .. A 

~' It has be~n., :a . ·ch~t-acteristic of. tpe . evplntion,, . p£ 
responsible g.overnment in o~he~ parts of the British ~mpir~ 
that the detads of the·cQpstttuttan ·have· J;Iot.been('f)xhaus
tivelY: ae?ned ,in statutory.Jangua~e.1 . o~. Ht;e co:n~l~ary~_.gle 

. constttuti9ns of th~ sel£-goverf!mg parts of t~e Brttish 
Empire have developed aR the result of natural· gt;OwtM a.'ttd 
progress has depended no~ s~ m~ch on, pbanges: JJ,l!J:~. ~t 
intervals in the language of an Act of Parliament as on the 

: (levelopment of conventions a~d on t~~ terms. o~ inst~uctions 
issued from time to time to the Ct·own's representative." . 

' • . ; • ·r • • :•,"•·:.; 

.The ~rinie_llinister's dedaration ·w~ich wc.:~taye q~o.ted ·intpe 

introd~ctory paragt:aph of this _mem.oran~um, also states clearly 
that.. 

"In such statutory safeguards as. ,may -ba ',made tor 
meeting the needs of the transitional period, .it.will, be a 
primary concern of His Majesty's Government td see'thht 
the reserved powers are so fr.imed and. exercised as not to . 
prejudice the advance of India through the new., co.r;t~titu
tion to full responsibility for her .own goverJ?ment,~', . . · .. 

. • '-' '·· • , ~·I 

. 'Ve recognise, however, that .Parliament cannot ·now~ once 

for all, _completely divest itself of its ultimate responsi~ility. ::,ye 
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make no detailed proposals as regards this subject, but indicate 
_ our views in the following propositions. 

.~ .(a) ·~e ~a~hinerj tqbe provided in the ~ew Act for ·the 
· further constitutional advance of India should not involve an 
i~quiry such as that conducted by the Simon Commission. . . . . . . . ' 

.Cb) The Constitution Act should definitely give the power 
of initiating proposals for constitutional changes. to the Indian 
ugislatures. ··Such proposal; should be required by Statute to 

- be placed before Parliament in appropriate form through the 

Secretary of State: 

·. ·(c) The constitutional procedure required for implement-
. . . . . 

ing these proposaJs should not, except in a few strictly. ~:mited 

cases, inv9lve Parliam(mtary legislation. • 

~-(d) Provisions analogous to those of Section 19 A of the 
· present Government of In~ia Act should be inserted in the new 
. Act for the purpose of facilitating the devolution of authority 
· by Parliament to tbe Indian Legislatures. 

) 

Our proposals are intended to secure that the process of 
further _traftsfer of responsibility shall be continuous. 'Ve 
. . \ ·' . 
recognise that during an initial period, which in our opinion 
should not· exreed ten years, rertain provisions of the new 
Constitution must remain unaltered. We cannot, however, . too 

. strongly impress upon the Committee that ooless the new cons
tit.ntion brings the .realisation of a Government fully responsible 
to the ugislature within sight and its provisions are so framed 
as to render possible fmther constitutional progress by the 
action of the Indian Ugislatures, political ·activity outside the 
Legislatures" will continue to abRorb importa;t sections of the 
politicaUy-minded classes in India. 
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37. 'Ve have not in this mem01·andum attempted to ex-
haust all the issues which the White Paper proposals: raise. On 
the points, which we have not specifically dealt with in the 
preceding paragraphs,_ we have expressed_ our opinion either 
individually or collectively in the course of the discussions •or 
in the cot~rse of the cross·examination of the Secretary of State. 

I~o~-nox, 

17tlt. Not·ember, 1933. 

AGA KHAN 
.A'BDUR .RAHIM . 
1\I. R JAYAKAR 
H. S. GOUR 
SHAFAAT AHl\IAD KHAN 
A. H. GHUZNAVI 
PHIROZE SETHNA 
BUTA SINGH 
HENRY GIDNEY 
B. It. A1IBEUKAR 
ZAFRULLA KHAN 
N. 1\I. JOSHI 
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Part 11: 

.. XPPENi>IX A. 
·~ ' f ~ * 

~ ~ 1. Iri this· section we· p~·opo'se .to· ·deal· with .the ~l:llore 
important genei·al criticisms 'directed against' the' basiQ .structure 

t 

9f _the. 'V:hite_Papet: s~hem!3. · 'We:sutl).ma~·is~. belQw-~he: gr~ncipal 
points which have been raised in the evidence of critics ~u~~- :!lf;; 

Sir Michael O'Dwyer and Mt·. Winston Churchill and in the · 
newspaper ca~paigri tiiat ita's 'bee~ ~cat;d~J~'o'n·rD:'this oountry for 

~orne time. · 
-· . 

{a) The propose<! AJl-ln<tia J!t!<teratiOn Is not an .orgamc 
gro\vth but an ·artificial creat'ion. 

_ (b) . The ·F~deraf idea': ·which is al\ ~~straction'. ~ith no 
'roots in the· soil, ·was' preCipitately · accepted. by. the Princes iti 
"ti;~ir: anxiety to- safeguard their futtire whicii they: thought:_ w~ti; 
tlu·eatened by the l929,declaratio.ri about Do~~nio!l_ ~tattis. : .: · 

. (c) . The :Provinces must first beoome political entities -
hcfat·e the necessary conditions for bringing a Federal .. ponstitu.:. 
:tion into .being can ·arise .. 

. (d) Therihas. bee~ a s~mstbl~ deteriOratiOn m the services 
'tr~ns_feri·ed to -~e-~ponsible ·l\Iinist_ers under .tl1c l\Io~tag~~ 
Chelmsford · schem~;- . 'There: should, therefore;' be· a: further 
• . ~ . . . . . . . : , ~- . , : . ' - . . , ' .. " t ;. . 

!·. :· _ ~-~tne of_the .~Jem.Pe_r$.<>f tbe Delegatioll were·not: able to. examine 

.tJ~e 14PJ)Cpqice; in their final form. - It must not, therefore, be assumed 
tl;~i nl) .the I)ei~g~tes. i1~ve · endo~sed. e~ecy 01~~ ~~ th~ ~t~t~~ent~ iri th~ 
:Al;}l~ll·di~~s t~o-ngh th~y ~u· riccept the concl~sions In. Pai·t 1, subje~t . 
·to~the dissents ~ot~d in -a fe~ cases: . - . . . 
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period of probation during which all the Provincial set·vices, 
except Law and Order, should be tt·ansfet•t•ed~subject to certain 
resttictions and safeguards. 

(e) The t~·ansfer of all services except Law: and Order in 

the .Provinces would giv~ the Indian responsible Ministers 

complete .control over the admininistmtion and development of 

all the Nation-Building· services and there ehould be no Centt·al 

respo-nsibility until and unless this experiment has proved a 
' . 

success . '~ ' • j 

. ·• 

,The evolution of the Federal Idea. 

2. The usc of the expt·ession "All-India Federation " in 
connection with ·the ·constitutional . discussions has inevitably 
suggested analogies which are based on the genesi~ of fedet·ations 
in ot,her parts of the Empit·e, in Europe and Amet·ica, and which, 

. I. .. 

as explained in para 6 of the Introduction of the White Paper, 
are npt applicable to. the peculiar conditions unde~ which the 

1 Indian Constitution has evolve<} since Gt·eat Britain accepted 
responsibility for the Government of India. The first tht·ee 
criticisms referred to in the last para have a special appeal to 
British politicians who are accustomed to a gmdual and natuml 
growth of political institutions and have an almost instinctive~ 

abhorrence or novelty .or idealism in constitutional schemes. To 

answer these criticisms cftectively it would be necessary to des

cribe in some detail the variollS etages, . spread over a period of 

70 years, in the evolution of the present administrative and 

constitutional machinery of India. The l\Iontagu-Chelmsfoul 

'Report an'd the Simon Commission Report have described the

process a(some length and we shall merely draw the attention 

of the Commfttee to the Prineipal features of India's constitu-
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tional development. which have a direct bearing on the criticisms 
referred to in the last paragraph. 

3 The Principal features of the Montagu:Chelmsford.l·e

forms were : . -

(a) The demarcation of the Central and Provincial sphe-:
res ·of administration and legislation by means of a classification 
of subjects. 

I • 

(b) An almost complete separation.· of the sources of 
Provincial and Central re~enues and the definite recognition o£ 
the finan~ial autonomy of the Provinces .. · 

(c) A preponderant non-official majotity at the Centre as 
well as in the Provinces, based on a widely el~cted franchise. · 

(d)- Resp?nsibility of the Execu~ve t~ the Legislattu·e in 
respect of certain subjec~ in the Provinces .. 

The degree of Provincial autonomy ( we use the ~xpression 
here in the sense of freedom ft·oin contt·ol by the Central Autho
rity) attained .under this system has not been generally recog .. 
nized. Tl1e Central Government does not now exercise any 
control over Provincial expenditure except in respect of certain 
matters aflecting All-India Services. The Budgets of ProJincial 
Go,·ernments are not submitted either to the Government of · 
India or to the Secretary of. State for approval before they are 
presented to the Provincial Legislatm·es; and Provincial solven
cy is ensured only by the indirect method of control over the 

_Provincial borrowings which, it may be noted, has beet' 1;etained 
under the 'Vhite Pa~r Scheme. 

As regards the administration of the· transferred subjects 
there has been, of course, little or no control by the Central 

"· 



Govei"liment,. but e\"en in respect .of the ~~rved ffibjects tbe 
Government of India have in accOrtlance with the recommenda· 

tions of tlie Joint Select Committee of 1919 refrained from 
.. • • ... ~ • • • . • • • • • • 1'\ 

interference except perhaps in the domain of Law .. and Order, 

where intervention has been more ft-eqnent owing to subversive 

movenients' extending over the "·hole of Iudi.L. 1\fainTy as. a 
re5ult of the fin:mcial ind~pendeoce con fen-ell on the. Provin~,. 

Provincial autonomy l1as already become as accomplished fact, 

~nd Provincialism has found cxp~ess~~n in. the Central Legisla-
~ - • '.. - • - • • • • • J - • • -

tore even through official_rcpt-e:;;entative:; in a . fonn w-hich_ the 

Ce~ti-al Govern•nent i1ave often found extrem·e,y .eiu~inlsing_. 

· 4. The '3objects classified as Central .under the Montagu-
- -. . . .. . . "' - . /. \ 

Chelmsford reforins are more or less the same as those asSigned 
to ··a .Federai Go.ve~~~nt' iii ~este~ co~bie& -·A: Central 

. . 
Go:verp.ment which discharges-all :the functions oE a ·Federal 

1.- . • . . • - • . • • . . • . 

Government elsew~~re. is. thus ah-mdy in existence. . Central 

Legislation does not, of coul'se, apply to the Indian States• 

:but the range o£- mattel'S in wl~i~h · the States have reuized 
their solidarity witH B1·itisb India is very extensive, and; a.~ lfC 

-shall show presently, ··by means. of .tre...ties, conventionS,. and 

·usage' 8. very clore: association with the· Ind~ States in the 

·sphere of administraiion has already been esta:blished. : 
,. • 4 , ••• 

;. · (a)· Defence and Foreign Affairs. . 
· As regarch :peFe~Ce, lhe Indian S~tes-are· guarantiro secu

rity from_ withou~ arid they ,sh~·~ ~-ith Bl'itish India the .·obliga.

timi for common· defenCe. The external affair8 of the State~ are . . ~ . . . 

also entirely in the :hands of the Gove~ment of India a.Q.d lndian 

·States are for inle~national purp~s i-~ cxt.actly _the. ·saJrie posi
tion as Btitish India. ''An Indian State camiot hold diploinalic 

·ot· ~ther official intercO'urse with any 'foreign~ pOlfet:. : lrldia, of 

COUI'SP, is a member of the .League of Nations~ and at Genexa: i3 .... 
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I -
represented as a unit by a delegation which.<in-practiee i~cludes. 
tbe ruler of an Indian State." · 

., ' I I • ·' . ' . 

(bf Railways.: , ~ ·.,. ·, . 
-: 'The Go,·erinnent of'India liavecornpiete· c!<mtroHJ~er·:th~ 

Indian. Railways,, one seventh:· of.' ·whiCh :. ~ ruii' thi·ougfi ·India~~) 
States.: I~: resPect'. of ti1e'~ sti.·ipes ·'of· ter1:ito1y ·. ovef. which ·:the! 
railways ruri· in tl1eindian. States:t~ Indian ·stares have: ih most~ 
t-ases ceded civil as well ~:cri~inal jurisdicti'6ri.~ ~IIi additiOn ·t~t 
the Briti~h lndiarl raiiW:ay ~~y~tem ·,many-~State5· 1\ave ·.-their ·owri) 
railways :Wllich J tliey .-themseives ~dxriiniJtei~j and: ('on£t·o1~ ,:btit? 
there is ·]a ct>~siaernblo · ineasu~e- ·or· ··control exei·cised·:w·'i11{r: 

Railway Board even in respect of these railway& Tliey itrf51 

subject to inspection by _the_ .. GQ-rerpll!_e~; "<?f-J~<ji_a::an4::they. 
generally_foUow. the rules rand regulations .. prescribed by, the 

• '·• .... ,oJ, L !_. ; ·';. ':.' ~ ,,: :- •. ; •• I ~ ... ::' •. '.l,;}::::·;_.o; • .. ~~f;L.l. 

Railway ~oar~! :. . . . . . " · · 
' I ' ... ' .. II· I •• 

. . (c) ~ Cur:r~ncy. · 

.. 01lly eight out of 652 ·~tates. have-. their own ctu'r~ncy,: butJ 

the cm.fenry a'nd exchange policy-has always been c:letermin~d.b~u 
the Goyernment of lnGia fm;:. ;the 'whol~ ollndia: including tfre .~: 
Indian States; for apart from ·other faCtors, :economic rie~essities r 

have forced 'the Indian:states:to adopt the cm:Yency policy: of-the I 

Government of India. 

(d)· :Pos~s and-: Telegraph_s· • 

. 637 :o~t oC652 indian Stafes have"already' aceepted posi~i-) 
• ' • . • • t • , • • • , " • ~ • • 

unity. · i.e.,·they have agreed to the-States being·; considered foi.:' 
postal purposes as pa~:t: of B~·iti~h. 'India: and: have'; aceepted ti~e. i 
administration_· of the Indian ~oats. and· Telegraplis Depri.l'tn1ent 
in respect.of'posf offices witltin. thcir; houndiu·ies: . Out::of the~~ 
remaining ~5,. five .have conventions pnder;which they use .Britislr .' 
Indian Stamps over.printeil with .the name of the State. 
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(e)· Customs. 

. The States at·e not consulted in-~egard to tariff or customs 
policy, which under: the Fiscal Convention is determined by the 
Bl'itish Indian C-entt·al Legislatm·e and the Governor Geneul ~n 
Council, and customs duties levied by the Government of [ndia 
have, of course, affected the whole of India including the inland 

States :who form the vast majority of the Indian States. Ind~ed, 

the question of l\fuitime customs has been the subject of acute 

controversy .dw·ing .recent years and the Federal process has been 
carded so fa~ that, in the opinion of the Butler Committee, the 

sta~s have a 1·ea~ and s~bstantial grievance which calls for 
1-emedy. 

{f) Scientific Departments. 

These subjects·do not raise any controvm·sial issues since 
the results of departmental research are available for British 

India as well as the Indian States. It may be noted, however, 
that in regard to one of the most important of these Depart
ments, namely, the Council of Agricultmal Research, the · 

Indian States, have got . definite represeq~tion though on a 
voluntary basis and som~ of them have actually made substantial 
contributions towards the expenditm·e of the Department. . ~ . -

(g) Ta.xes. 

In regard to customs duties and the· salt· duty which con

tr~bute the bulk of the Central revenues of the present Govern: 
ment ~f India, the burden. is shared by the residents of the 

lqdian States as well as those of Bl'itish India. . 

5. It will be evident from the pt·eceeding analysis that in 
the domain of administration the process of fcderalisation has 
gone very far indeed. In respect of ahnost all the subjects to he 
classed as federal under the new constitution, namely, Defence 
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Foreign Affairs, Currency, ·Exchange, Railways,- Posts :and-
Telegraphs etc., there is · now a common · policy applicable ·to 
British India as well as the Indian States, determined by the 
same authority, namely, the Governor-General in Council wh~,
in the case of Brititish India exercises his powers ·under the. 
Government of India Act and in the case of Indian States, acts 
as the agent. of the crown. . There has, however, . ·been ·no 
parallelism in the political development of the. two halves of 
India. The Central Legislature which exercises ·a powerful 
influence on Governmental policy (and in the case of the· Ta~iff 
actually determines the policy under the Fiscal Convention) co~-. 
tains an overwhelming majority of elected non-o.ff!cials~ from· 
British India but has no representatives of the· Indian States~ 
Administrative unity and the greater opportinlities ·afforded to 
British India of influencing policy have necessarily. given· rise to' 
a demand for a closer association of the Indian States with·. the 
Central. Government. :Many of the · proposals that have been· 
discussed in the past but which."did not actually materialize are 
refetTed to in the following passage from the· :Montagu-Chelms
ford Report. 

"Lord Lytton's. proposal to constitute an Im:ve:riai. • Pdvj 
Council which should comprise some of the great princes resulted 
only in the ephemeral !!ild purely honorific body known as'. th~ 
Councillor's of the Empress. Lord Dufferin's institution ·of 
Imperial Service Troops was of much greater value· in giying 
actual and useful expression to the feeling of community_ of 
interests. Lord Curzon's plan for a Council of Ruling Princes, 
and Lord Minto's scheme first for an Imperial Advisory Council 
and then for an Imperial Council of Ruling_ Princes were · sug
gestions only a little in advance of the time .. The idea which 
attracted his two pt·edecessors gained fresh life as a l'esult of the· 
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conferences which Lord Hardinge held with the Princes to 'con· 
sider questions~£ higher education in 'tlie States. Lord Ha.r· 
diilge .ma.de no secret of his desire to seek the collective opinion 
of the Princes a.s· trusted colleagues whenever possible on matters 

affecting their. Order; and in resP<>nding to His Excellency's 
invitation, · Their HighnE'.sses the Maharajas of Gwalior and 
Indore also laid stress upon the essential identity· of interest 

between the two halves of I.ridia. Lord Chelmsford canied tl10 
system of the oon£erence8 further by 'utilising them for the pur
pose' of diSciJssing gerier-.d questions affecting the States, a.s a 
whole; and His Highness the Gaekwar in welcoming the new 
development expressed the hope that what had by that . time 
be~me an ·annual conference would develop into a permanent 
·Council or Assembly of Princes. l\Ioreover only last year the 
claims of the States to be heard in matters of Imperial ·concern 
were. signally recognized by the deputation of His Highness 
the Maharaja of Bikaner to the meeting of tire Imperial Con
ference ~nd the War Cabinet."· ·. · . 

( .. ' ' ·. -
- · ; • As a result of the recommendation made in the l\Iontagu-
Chelmsford Report, the Chamber of Princes was set ·up in 

· february:1921. It is not an executive body and its functionB 

~~ ~~ly ~eirberative, consultative, a·nd adrisory. It advises 
th~ Viceroy on questions referred to hi~ and it also proposes 
for ~-is consideration other questionB affecting the Indian States 
generally or which. at·e of concern either to the Empire as a 
whole.or to British India ai:Id the States in common. 

The enormous inct-eases in customs duties since the intro-
duction of the reforms and establishment of the Fiscal Com·en

. ti~>n, which, a.s we noted, introduced a measure of responsibility in 
respect of Tariff P~licy, have tended to intensify the demand for 

a closer association of the Indian States with the Government 
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of. India,. As the Butler Committee have pointed out;. during 

Lord Reading's Viceroyalty a. proposahvas ·dt·awri. · up for the 
establishment of a Zollverein, an fmportant feature of ·which~the 
association· of the representatives of the Indian State's · with · tlie 

Indian Legislature in the determination of policy.··· 
.. . . . . . . . . : ' . . . . .: . 

Individual Princes even before the . publication of t~e 
Simon Commission RE:p~rt made no .secret . of thei~ d~sire. to 
• • . ' • • . • • ' ' • ' . l • . ~ ' 

associate themselves with British India in a common federation. 
The following extract from. a speech deli;e;~d.by th~ Mah~t·aia 
of Bikaner in 1929 is quoted -in. the Report itseif :-· .. · ·· -~ 

~ . ' ' I • ' ~ ' • • ' ~ • 

"I look forward to the day when· a United India will be 

enjoying Dominion Status under the regis of the . King-Empero~ 

and the Princes and the States will be in the fullest enjoyment of 
what ia their due~is a solid federal hody .in a. position 'of 'abs9:

lute equality with the federal provinces o~ Bl'itish India." 
) ,, 

. 6. The federal idea, i.e., the desire of the Princes . .for a 

closer association with British India for the determination of a 
.. \ . . ' 

common policy in respect of matters of common concern, is thus 
· . • .. • · J . . • . ~ I · , '• ~ ~ t '• • . 

not of recent or1gm. It IS the. logwal and .mevitable result of 
forces which have· been at work for ovet• 7o· ye~i·s. :I£ we' rid 
our minds of notions and analogies s~ggested.by tiie' evolution 

• • . ,' .'I• • I . ' 

of federations elsewhere, it will be clear that the White Paper 
scheme provides for little more than the formal . association of 

the Indictn States, in an administration which ·has already been 

almost ~ompletely federalized, but has been influe~ced predomi
nantly by · Britis~ India. The scheme is, therefore, not an 

artificial creation but is a natural development of the policy 
announced in the Declaration of 1917. It. was· definitely fore
seen and provided fot· by the authors of the :Montagu-Chelmsford 
Report, as is evident froni the following extract :-· 
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" The gradual concentration of the Governments of India 
upon such m~tters {Defence, Tariffs, Exchange, Railways, Posts 
and Telegraphs, etc.) will, therefore, make it easier for the 
States while retaining the autonomy which they cherish in 
internal · ~atters to enter into closer . association with · the 
Central Government if they wish to do so. But though we 
h~~e 110hesitatio~ in foreeasting ~~ch a development as possible · 
the last thing which we desire is to tend to force the pace. 
Influences are at ~ork which need no artificial stimulation. All 
that ~e ~~d ·~r· can do is to. open the . door . to the natural 
developements of the future". 

7. From this brief· survey of the administrative and 
political developments iri India, two conclusions emerge :-· 

_ .. {a) As a result of the rigid demarcation of Central and 
Prbv;incial· subjects and in particular of the complete sepat·ation 
of the sources· of the Provincial and Centralr~venues Provincial 
auton_o~y is fm· all practical purposes ~n accomplished fact. 

{b) · In 1·espect of the subjects · to be classed as Federal 
.under the' n~w ooristitution, the' administt·ation has not . only' 
J:>~i.: centralized so far as British"' India is ·concerned but has 
hctu~liy b~n·f~d~ralized·: · 1~· other words, ~in the domain of 

~niinistratio.n the federal process is almost. complete. 

These two features of the Indian constitutional and ad-: 
ministrative machinery furnish an almost complete answer to 
th~ criticisms based on the analogy of the growth of wester"' 
federations. The cqnditions under wh.ich a federal constitution 
is_emerging in India are fundamentally di:ffer:ent -from ·those. 
which ·.~xisted. in Austral~a, Can~da, the United Statea of 
America, and Germany before they adopted a federal constitu
tion. In alt' these countries there exi~t~d tt number of com-
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pletely inqependent states which had ~ntro~ -ov~r their .def~n~! 
their fiscal_ policy -~nd,.nll tl~e ~ubj~ts which are norm.U!~ 
classed as fedet·al. • The necessity for a common defence and 
the econo~ic advanbges of a custo;~s ~nion. or a ~om~o~ ta~-tii 

_. . .. -... ~ . ~ .. ..._ 

wall were the two powerful forces which dl'Ove the State.s into 
• • ' • ~ ,. • • .,. • #' ~ ~ ... .. f' .. 

a federal union. -The British Indian Provinces ean nevet·- be in 
the -position i~ ~hich th~ St~tes of the.: 'Vesterri federation; . 

' ' . . . . " . . . ' 
wet:e,. foi· no scheme that we -know of has ever suggested" the 
devolution -of. C-entral. a~thm-ity on a. scale which -\~Ould . make . 
the'· Indian Provinces -responsible fot· theit; own defenee' or tliei~ 

... . . . 
customs policy. · 
-. '.. : . . - 'J " . - . . . • . . • - - ~ • 

. . The problem in the case of· the other _federations was to. 
. - . . ; .. . . . - "' : • . • . . . . - ~ - J ... ' ~ ; t 
uring into_eiistence a coronion administm.tion. and _to .. devise -~-

constitutional system SULtable for the. admini$tration ~of. l!ei·tain'"' 
subjects on aJederal b~is.' . The task. of. the oonstitution~~ -;~~-: 
per'ts i~ respect" of India is not" the-creatfon o£ a~fedet=at admi~is;1 

tration but ~erely "the adaptation of the pres~nt co~tittitiori "to' 
suit the necessities of an admiQ.istL·atiQn ~hich has _been almo.st 
completely federalized, but which is influenced by one section of 

-.. - - . I 

India.. 'Vith all respect. we_ Vfnture ~<?. point out t~at the argu-
. . - - . - - . ) . 

ment urged by the Sim.on {1ol1!-mission and.th~ critics who havJ 

objected to the constitution of a f~d~r~~io~~. sim~lt~r;_~nsly with 
. .\ 

the ct·eation of autonomous province.s has no relevance to the 
Indian problem .which confront§ Parliament "now. 

• • - •• t 

·Deterioration In Services . 

. · 8. . 'Ve must n?w deal ~ith the charge that _there h~: ~~n : 
a sensibl~. detet·ioratioQ in the servi~s transferred to ~esponsible . 
:Miwsters under the 1\Iontagu-Chelmsford scheme.· This as~cr· 
tion has been made by Mr .. Cimrcuill before the Co~mittec. :a~d . 
f~rms the basis of a great deal of the pr~ss p_t~opaganda in this 
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oountry. When Mr. Clmrchiil was asked by Sir John Wardlaw 
Milne to justify the statement, Mr. Churchill refused to 
develop the subject further since " it would he painful to his 
Indian fi·iends.". 

Though ~- Churchill declined to give the source of his 
information or the. facts on which he based his conclusions 
he explained that the deterioration he referred to was not 
in n>.spect of personnel but in respect of the services rendered to 
the people.. The only specific instances of deterioration that 
have been cited by the opponents of reforms in India are 
cases of embazzlement of money in municipalities, corruption 
is some of the Services, the supersession of two major 
Municipal Boards in N orthem India, and the growth in the 
arrears of Municipal taxes in difierent Provinces. The 
principal Services b"aO.SfetTed to ministerial control in the Pro
v~ under the Montagu-Chelmsford reforms are :-

(a) · Communications. 

(h) Education. 

(c) Mediml relief and Sanitation. 

(d) Agriculture and Industries. 

(e) Local Self-Government. 

9. · Communications. As regards communications, it 
is universally acknowledged that there has been a tremendous 
improv-ement in the condition of the roads. We do not claim 
that the improvement is solely or even mainly due to ministetial 
direction. The greater interest shown in mral communications 
as a result of the pressure exerted by rural representativ-es in the 
Provincial Councils, the requirements of the rapidly developing 
motor traffii<; the constitution of an AU-India Hoad Board, 
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.financed by means of a tax on petrol, and other factors h~ve all 
contributed to the very striking development in ·regard to trans~ 

port facilities in India. Indeed, · as Sir Charles Innes has 

pointed out in his evidence, the emergence of the motor bus wh~ch 

now reaches remote villages has been one of the important 
factors thai have_ contributed to the growth of political conscious; 
ness in rural areas and to the magnitude of th~ mass · movement 
that have been a feature of the political agitation during the last 
decade in India. 

10. Bducation. In the following statement the .number 
of educational institutions and the number of students attending 
them in 1921-22 and 1929-30 are given fo~ comparative 

. . 
purposes. 

Number of Institutions. r . ' 
',:. -' 

(1) University Colleges 
{2) Secondary Schools . 

(3) Pl'imnry Schools ••• 

.... 

. Percentage 
1921-22 1929-30 increase.: 

231 313 35'50 
. 8,987 

160,072 

13,152 46'3i 
204,094 . 27'50 

Number· of Students. 

(1) Universities

(a) Boys ••• 

(b) Gids .•• 
... 
••• 

(2) Secondary Schools-

(a) Boys... • •• 
{b) Girls .•• 

{3) Primary Schools--

{a) Boys ••• · ••• 
(b) Girls... • •• 

. .. 58,066 94.025 G1'93 

• •• 1,529 3,141 105'43 

• •• 1,110,3GO 2,009,181 80'95 

••• 129,1G4 237,027 83'51 

• •• 5,111,901 7,3~2,678 43'44 
• •• 1,198,550 1,891,406 57'81 
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. ' . .,.. . .. . , . . 
J 'r·The.Statement shows a.--very striking development in all 

cla.Sses !Ql ~ucatici~al institutions. Particular attention may be 
dra'w.rf'io the 1~rge-~u~ber of ~tndents at .the' Universities. The 

6~;idoi-:1929~30~was'neai·ly·loo,ooo and. it h~ 'enormonsly 
fricreasoo :sin~~ then:·'~ This flgur~ is"bf~,p~rtictilar int~rest with 

refe~ce ~: lii·.: Chlii·chill\n,tatenierit 1h~t 'the proPorti~n of the 
i.D.telligerit:Sia iii 'India .iS probably s~all~l:. in . p'rop~rtion. t~ the 

gni~un~ of tli~ 'pop~lation th~ in a~y bthe~ comm un'ity' i~ the" 
world-far smaller than the proportion in westeht·· Cot~ntries.''~ 
Thong~ the propor~ion,.~_f li,tm;atE,>s ip,.lpdi~ \s;~!ll_I>a!ativ~l_}f very 
small~ th~ nur~be1· o~ tho~ ,~lu_> have.recriyed. highe~-~ucation. 

is.~~~i~hiQgly._larg~ .• :.;.We hav~ n<?~.l?een ~b~ to get acciD·ate. 
statisti~ as regards university education in the prin~ipal 
countries of Europe, ~ut. :V:.e believe. w~ ,.:,~~·e, . correct in stating 
t_hat tho. number of students at the Universities in British India 

is,;not ~nly. absql~tel;r b.u~ .. r~~~~~vely to the population greater 
than in some countt·ies in the west. 

\ ;.·:, t ,._ • 

~ ·lf' Medical R~lief and Sanitation. The develop-; 
., . - .. - . ' 

ments in these· Departments, as the figul:es· given below sbow/ 

have been almost as. striking as in the. ·case :of education. The . - '- . . ~ .... . -.·" 
organisation of an efficient and fairly widespread agency for the, 

prevention of epidemics has been a feature of. the sanitary' 
administration -~i many· ~·ovinee&. · ' '' 

' •' Medical an'd Public .Health .. · 

Expenditure (in crores of rupees.) 

' .. 
(1) Provincial.-

{ a) Medical 
' . ~-

{b).· Public health 

Percentage 
' 1921-22 , 1929.,...30 · increase. 

··~ 
2"85 
1"4.1 

.\lOG - _,42·45 
2"'62. 85"81 
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.(2) Muncipalities. •-

(a) Medi~l ... "6?* "93 · ·38"8i l 

(b) Water supply, drainage 
and conservancy ... ·4"28* ·a·S4 36"44 

(3) Local Boards.-. · 
Hospitals and Sanitation 1"09· 2'02 85'32 

Number of Hospitals and·· Patients Treated .. '. 

1920 
( 1) Hospi_tals.-. . 

ta' State... • •• ••• 407 

1929 
Percentage 
. increase. 

.·,· :· 

546 ' • -34•15 I 
; '-· 

{b) Local Authorities 2,655 . 3,807 43'39 

(2) Number of Patients treated · 
. ' 

36,342,417 54,132,152 48"95 

12. Agriculture & Industries. It is- difficult by 
means of statistics to indicate the. improvements that have been 
introduced in agriculturall)lethods by Governmental action. For 
a detailed description of the activitities of the Provincial Depart
ments of Agl'iculture, and of the Central.Board of Agt:icultm·al 
Research, which was established af\ a result of ~he recommenda
tions of the Linlithgow Commission, we must refer the m~mbers 
of the Committee to the official reports that are published annually. I • 

'Ve may, however, give here one instance of the results achieved 
by the application of scientific research to agriculture. The 

. imports of sugar into India until very recently were so_. heavy 
that the customs duties levied on sugar yielded Rs~ 10'7 cr01·es 
in 1930-31, i.e., neady 23 per cent of the total customs rev~nue 
and OVer 10 per cent of the total net revenue of . the C'-OUntry. 

* Figm·es relate to 192i)-21. 
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Owing to the introduction of improved types. of sugar c1ne and 
the l~vy 9f protective _duties, the production of sugar is growing 
so rapidly that it is estimated now that India will be ·completely 
s~lf-supporting as regards sugar within the next three or four 

·years. 

: . The a&.tonishing development of industries in India is gene
mlJy fldmitted and i~ fact , has caused some alarm in foreign 
countrief:.· It is; ther~fore, unnecessary for us to give any figures, 
not• do we claim that this development is due to ministerial 
action in the Provinces. As we shall have occasion to state in 
~ subsequent section of this memorandum, it is-only the Central 
Oov~r~ment tha~ can create the conditions necessary ·for the 
development of industdes . 

. 13. ~ocal Self-Oover·nment. The principal services 
entrusted to local authorities in India are rural communications, 

· elementm·y education~ medical relief and sanitation. The 

·statistics we have given above t·elate both to Provincial and 
. JOca.l mstitutions. Judging by these, it is obvious that on . the 
·whwe ·there has bOOn a marked development. Emphasis has, 
however, been laid not so much on the development of 

·the· services entrusted to the care of these authorities, but 
rather on the alleged irregularities and cases of maladministt·a
tion in some of the Provinces. 'Ve do not, of course, deny that 

.there have been several failures, but such failureJ are, as the 
I 

· Simoa Commission have pointed out, in no way peculiar to In did. 
. and" they can b~ paralleled at various times in countries with a 

far greater experience of .representative institutions".. Not· have 
·they been confined in India, to the Transferred Departments. 

There has not been in the history of the Indian administration 
during recent years such a colossal failure as the Bombay Back 
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Bay Reclamation Scl1eme, i.Q. which Lord Lloyd, .who was then 
Governor took a personal interest and ~hich has imposed a very 
heavy burden on the finances of Bombay fot• many years.. We 

. would drawthe attention of the critics, .who. have sought. to' draw 
inferences regarding the competency of Indian Ministet:s from·. a 
few failures in local self-government to the report of the 
Ba.ck Bay Enquiry Coinrriittte,* and also to the reports of the 
Central Public Accounts Committee, which have brought "to light . 
serious iuegularities even in the administration of departments 
not entrusted to responsible Ministers. · 

14. . In the administration ·of local authorities· since the 
. Reforms, Indian Ministers have laboured mider .seriou'i-~djffi.cui- · 

ties which can be traced directly to the attempts .to catTy ~ut 

in its fullest implications the recommendations of :M:ontagu-
. Chelmsford Report that 'f there ~hould :be th~ la;·gest possible 
independence for local authorities of outside control ,; ~ · . 'Bef(n:e 
the Montagu-Chelmsford Reform~~'there w~s 'I~ India. nothi~g· 
that could be recog~iz~d as local· s~lf-g6vei;nment ot the. Britis~ 
type. The principal administrative· change that· was inade.as a 
result of this recon:imEmdation in the Montagu-'Chelmsford Re-

• • • . ' . • .. t 

port and its consequence have been fully described hi the fol-
lowing passage from the Sinion Commission Report :-t ·· · 

"The principal administr.p,tive change made,· in· every· 
province except the Punjab, was the substitution of· an·· elected 
Chairman in almost every district and Municipality.. This 

. *This Committee was appointed in 1926 by 'the Government. 
of India to enquire into the Back Bay Reclamation Scheme. It was 
presided over by Sir Gl'imwood M:cat·s, Chief Justice of the A.llahnbad 
High Court. . .. 

tPara. 350. Volume 1, Simon Commission Report.:. 
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meas~re, designed to carry out the policy cf enlarging the spbet·e 
of self-Government by removing official control, in fact did far 
more than thi~ ; it radically altered the constitution of the local 
bodies and their relationship with the Provincial Government. 
Tue official. Chairman Lad not merely· been the presiding 
member, but actually the chief executive officer of the Local 
Board. In administering its affairs, he had never been entirely 
deJ>endent on the Board's own staff.·. He combined in his person 
the authority of the hi~hest revenue and the highest magisterial 
office in the district, and had in consequence at his command 
an army of other officiah whose services he could and often 
did utilise .i~ the discharge of his Local Board duties. His 
functions as Chairman of the Dist.ict Board merely formed 
part bf a varied complex the constituent parts of which fitted 
in with, and simplified the discharge of each other. His revenue 
and ~agesterial work took him to every corner of his charge, 
and these tOW'S Served at the same time to keep him in intimate 
touch- without any extra expenditure of time, money or 
effort,-with the 1·equirements of local board administration." 

"It seems to have been expected that an elected Chairman 
should not only take the place of the . District Officer as 
presiding member, but should also, without pay and in surh 
time as he could spat·e from his own a:ftairs, be the chief 
executive officer of the Board, with such assistance as he might . 
obtain from an 'ill-paid Secretary, little better than a minute 
clerk, and from the technical officers such as . the engineer and 
medical officer." 

It is not, thereforP, surprising that there has been some loss 
of efficiency in some of the Provinces. The principal defects of 
the system introduced on the recommendation of the :Montagu- · 
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Chelmsford Report, ai·e, as has been polnted out by the:Simon 
Commission :-· 

(a) the absence of a "a class of skilled pr~fessional admini.; 
. . . . ' 

strators who, while they follow the policy laid 'down· by the 
elected representatives are at once their advisers and the instt:u_ .... 
ments whereby theh· decisions are put into operation " ; and· ,. 

(b) the absence of a genet:al system of gra1its-i~-ai~ :":~i~h 
in this country have been found to be more effective instJ;uments . . . . ., ' . . . . '• 

of control than the· exercise of statutory powers by the Centr~l 
authority. 

Political and financial difficulties have stood in the ~way ··Of 
reforms in local self-government. . The development·· of ·a 
system of grants-in-aid has been rendered impossible owing· to 
the extreme financial stringency in the Provinces, for a grant
in-aid is very ineffective as a means of 'controlling local autholities 
unless it is substantial. The difficulties as regards the provision 

of efficient executive officers for the local authorities, have -been 
partly political and partly financial. The--Collector of the 

District, who co~ordinates the work of all Depar~ments, is .. obvious
ly the most appropriate executive offic~r for the .District Boar~, 
but so long as the Indian Civil S~~vic~ is ~ot completely 
controlled by responsible l\Iinisters, political considerations. w~ll 
stand in the way of this important administrative . development. 
The reso~rces of the local auth01·ities are quite inadequate- for tl1e 
employment of an executive agency as efficient as that wJl.ich W~S 
under the codrol of the Collector of · the District before the 
refor~s. It may be noted in this connection that, a~- haa : been 
observed by the Simon' Commission wherever (as in Madras ) 
a system of gmnts-in-aid subject to inspection h:J.s been adopted, 
there has been very little loss of efficiency. 
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15. The difficulties of dealing with the local m1thorities 
who have been given extensive powers, which in some respects 

. are wider· than those possessed by similar bodies in this country 
o'l on. the continent of Europe, will be appreciated by British 
politicians ~ho are acquainted with the history of local self
government in this country in the first half of the 19th century. 
It is unnecessary for_us to remind the members of the Committee 

·of the formidable difficulties which Sir Robert Peel and other 
British. s.tatesmen had to encounter in the last century in 
reforming the polic"' ·administration and other local services. 
Indian local authorities are very jealous of any interference with 
their newly acquired privileges and publicity is the only weapon 
on which the Central authority can rely. The system of sur-

. charge has. during· recent years been ·introduced ·in several 

.. Province~ and the stricter audit which is now in force discloses . . 

.irr~gularities which in the pre-reform days never became public. 

The_ amiual 1·eviews of the administration of J\Iuncipalities 
·and local Boards w~1ich ~reissued, it may be noted under the 
instl'uction of the responsible Indian Ministers, hwe also during 
·recent years been of a very critical nature, for it is obvious that 
. public·opinion has to be created to some extent before powerful 
and influeniial muncipalities, such as Be~ar~s, can be superseded 

. . . 
by an exercise of the statutory powers. It is the extracts from 

· the~e- r~views that have fumished the· critics of the White Paper . ' . . 
Scheme with the material for ··their press propaganda. T~e 
followipg letter from Sir Alfred Watson, which appeared· in the 
"Ti.mes" of 3rd June, 1933.summarises in a few sentences the 

.- r •. 

tl;ue state ~£ affairs :-

"Much ·is being made· by those wh:> ·oppose advance in 
India of extracts from the reports of the Provincial Govern-
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ments on Lscal self-Govel'Dmcnt in India: These ·. are h~Id to 
• ~ f • • t 

be the condemnation of Indian control of Indian affairs. The 
point seems to be ignored that local· sell~Government is one 
of the tmnsferred subjects in the hand_s· of the Indian Ministers 
and th~t all these censures are . those . 'of "Indians upon the 
~dministration . of their own people ; ·that does ilot snpport_tbe 
contention that Indians are indifferent to 'inefficiency or corrup
tion in Government. The level or l\Iunicipal government in 
India is low, and has never been anything else, but it is certainly 

improving under the watchful criticism of the Indians in whose 
hands its central control has: been placed. " 

Central. Responsibility: 

lG. 'Ve.shall now deal with another contentio~· which 
is the basi~ of the schemes put forward both by. Mr. Churchill 
and Sir l\Iichacl O'Dwye•·· It ha~ bc~n ~uggest~d. ~hat a scheme 
of pro,·incial autonomy without ('entral rcspomibility would give 
the responsible executive in the Provinces c_Qnh·ol over an the 
v~tal departments that affect the welfare of the masses and iri: 
particular over the so-called nation-building departments. l\ll-. 
Churchill stated that the administration of these subjects in vast 
Provinces should be regarded by the Indian politician as •' a 
majestic tz.sk " and tha(he would not be prepared· for a further 
transfet· of responsibility until and unless this . g~·~at expe~·iment 
pro,·ed a success. 

17.· 'Ve deal el~ewhere with the ·politic~l and adminis
trative objections to the reservation of Law and 01~der •. ·Apart 
from political and other considerations, our assertion is that no 
Minister can accept real responsibility fo1· :· ~e developJl1ent of 
the nation-building services unless the policy in respect of 
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central suojects is als'> determined by a Ministry responsible 
to_the people. The five ptincipal nation-building senices arc:-

(a) Education ; 
{b) Sanitation; 
(c) Medical Relief; 
{d) Industries; and 
(e) Agriculture. · 

· As regards the first two, it is generaliy admitted that the 
only impediment in the way.of rapid advance has been finance, 
for there has been no dearth of either teachers or of qualified · 
medical_ practitioners in India. As has been made abundantly 
clear both by the Hailey Memorandum and also by the eYidence of 
eminent administrators like Sit· Charles Innes, the financial diffi
culty ari,ses. from the fact that th9 margin of taxation is now very 
small and the increased resources necessary for these services 
can be provided only by a reYival and deYelopment of agriculture 
and industries. Now the plincipal m"thods by which the 
Government can create the conditions favourable to agdculture 
and industries are ; 

{a) P1·otective Tariff. ' . 

(b) Development of credit facilities. 

(c) Transport facilities. (ThiS is of_ special importa11ce in 

India since the railway system is owne~. a~d ve~ largely 
managed by the state ); al'd · 

(d) Maintenance of a level of prices fa,·ourable for the 
development of industries and 3z,OTiculture. (This, of court:e, is 
dependent on the cmTency poli~y of the countt-y.} 

In other words, the administration of these two depattments 
is vitally connected with and in fact dependent on, the policy of 
theGovemment of India in respect of the ta·aitl, b.'lnking, railway 
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. • . . • I. . -
and currency, which are, of course, Central subjects. 'Ve centure 
to doubt whether the :Minister of any country would be prepared 
to accept responsibility for the development of agriculture and 
ir~dustries without conb·ol over the tarifl:, exchangs and currency 
policy of that country. It will be the function of the Central 
Government to create the conditions favourable for industrial 
and agricultural development by a tariff and currency policy 
suited to the country and for the the Provincial Governments to 
organise and build on the foundations laid. · The prosperity of the 
agricultural cbsses, it is hardly necessary to point out, depends 
~ot only on the out-turn of their crops, but alHo on the prices 
they can secm·e for the commodities they grow. The result.'J of , 
laborious years of agricultural research and organisation might 
be completely destroyed by an UIL!!Ound cun·ency policy. It is 
superfluous, however, to labour the point at present when stabliza
tion of cut·rency and prices with a view to the revival of agricul ... 
tural and industrial prosperity is , a live issue in most of the 
countries of Em·ope and America.· 

. . -----Total in India ••• ·. · 705"4 



xxiv 

{b) In England:-" 

{l) Loans ••• 

(2) 'Va~· Contributions 

(3) Capita~ value of _railways 
· annuties 

. (4) Other obligations ... 

315'6 

16"7 

.. 47•0 

ro 
. 62"7 

t·3 

Total in England ••• 380·3 507"1 
. . 

Total in India and in England 

ln~er~st_yielding or productive assets. 

·. (1) Capital chargeable t.o rail-

1212"5 

. ways. 751'6 
Other assets incl':lding adva-

J .. · nces to Provinces 217"3 g68'9 

· (2) Cash, bullion and secudties 
in Treasury 36·9 

{3) Balance of unproductive 
debt, not covered by assets. 206"7 

Total ••• 1212"5 

(2) .From this sta~ment emerge iwo facts. which are of the 
very greatest importance to every Bl'itish investor in Indian 
s~rling loans and which eannot be given too much prominence 
in the political controversy that is raging in this country. . 

(l) In the fi.t·st place it will be noted that five-sixth of India's 
debt· is covered by productive assets, which are mainly state 
railways·and iiTigation works .. We need hard}y point out that 

' the new constitution provides for the establidhment of a Statu-. . . 



tory Railway Board with a vie\v to the manage~ent. of the -
Indian State Railway system on commerical principles, unh'am
pered by political }nfuences in the day to day administration. 

(2) In the second place it will be noted that the i~ter~al 
rupee ·debt of India is nearly li times· the sterling debt. 'An. 

appreciable portion even of the latter is held by Indian banks, 
insurance coml?anies, and individual Indian investors. It is 

obvious that any meas~tres of the· f~ture Go~~rnment of India 
that w~mld affect the st~bility of India's finances or its ·credit in 
England would have serious repercussions on ·India's internal' 
credit. 

.. I' 

(3) In this connection a word of. explanation is required 

as to the position o.f India's internal rupee debt ... Ind~strial 
development and investment are still in their infancy i!l Ind~<t. 
and the educated middle classes, as in France, invest a con- . 
siderable portion of their Savings in Government securitieP, 
Post office savings banks, post office cash certificates and, in the 
case of Government servants, the provident funds. : The follow
ing figures indicate the amazing growth of this form of ·inveat
mrnt, particularly during the last ten years. 

31st March 31st March 
1923 1933 

Rs. Crores. Rs. C1·ores. · 
Post Office Savings 'Bank ... 23'2 • •• 42'6 
Cash certificates ••• 3"1 • •• . 54"6 

Provident funds 36'1 ... 76"6 

'Ve have 1~0 recent figures of the number of persons who 
h:we invested money in the post office. Savings Bank or the 
the Cash certificates but the Post Office Savings Bank deposi-
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tor3 nutnbered 2,300,000 in 1929. The yast majority of the 
Government £et·vants contribute a portion from their salary to 
the Provid~nt funds ~nd 'the number of persons who La,:e in
v~'"tOO in Post Office . Caf-h · cr 1 tifirab s also probably 1·uns into 
millionS.· These figures are of very great· political' eignificancc 
si~~ a~ is well known the upper and lower middle ciasses are the 
ve1y s~tion of:tlie .population who are most "politically minded'' 
and among whom nationalist feeling finds expression in its m<>t-t 
inte~e form. Arry future Government of India which by its 
financial indiscretions endang~rs the financial stability or credit 
of the country ~ould be very short-lived indeed,. since it would 
have to meet the united (Jpposition of all these classes including 
the enO!'UlOUS army of·Government offieers. 

(.i)' 'V~ ~ust n·ow. ~nalys~, the u-npmduciive debt (or, 
as it is someti~e~ desc~ibed, the unallocat~ debt i.e.. the 
porti~ri of the debt not allocated to any productive assets · such 
as_ railways) and attempt to disoover. the circumstances under 
which the present figure of Rs. 207 crores has been reached. 
In 19~4 and -1915. there was.no portion of the interest bearing 
debt which was not covered by actual assets.*. This statement 
requires, some explanation for those who are not acquainted 

~itidhe mysterie~_of ·India's aCcounting system. The figure 

~[_unproductive debt is, as has. been observed from the statement 
in paragraph 2, ~rrived at by deducting from the total d~bt of 
India 'the amount which is allocated to railways and other 

. I 

~ommercial assets. The amount debited to one of these 
com.'mei-cial departments, as for instance the railways, represent~ 
the. capital. actually expended on construction irrespective of 

*.This is based of paragraph 32 of the :Memorandum on the finan
cial separation of Burma, prepared by Sir Henry Howard and 
.Mr. Nixon. · · 
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whether the amount so spent . was fourid .from loan .f\1J9,s. ·.or; 

from cu~·rent revenues. : Thus, when a portion, of _th.e. surplus 

reYenues was spent _on railway construction an addjtjon 'Y~s 

made to the rail way debt and a correspondi~g re4~ction made . . . 
in the unpr~du~tive. or una.lloeated debt. .~imilary· ~he~ 
sinking fund charges were provided for wiping out the _whole 

debt includi'ug the ~ail way debt the ~hole of the an~ount w~1s 
shown as a deduction in the unproductive debt (except ~~e sm~U 
portion· which by statute has to be applied . to'ivards th~ . i·edu.c~ 

tion of particular items of the debt). For instance, out of th~ ~ 

crores of rupees which are annualiy provided in the Government 

of India budget fot· reduction or avoidance of debt, Qver 5 crores 

relate to the railway portion. of the .debt but in. t?e actual 

nccounts the railway debt remains' stationary. whUe :there is a 

c01·responding reduction in the unproductive debt. 

(5) T1ro causes have ptimariiy co~tributed to th~ gt·mvth 

of unproductive debt since 1914~15. . These' are. 

(a) The heavy deficits in the'Indian budgets from 1918·-23 
amounting to Rs. 98 crot·es largely caused. by the abnormal 

defence expenditure after the Great W m·. 
' . . 

(b) India's enormous contribt1tions towards the expenditure 
by Great Bdtain on the Great 'Var. These _contributions 

amounted to£ 14()'2* millions at the end of 19.19-20. Thl~. 
figure does not include the expenditure on various special wat' 

set·vices which lmve been estimated at £57 ~1illions tlp to the 

end of 1921-22. It includes, however, tl1e special wm: gift of 

£ 100 millions, which India gave in March, 1917. Of this sum 
£ 100 millions, nearly £ 75 millions were raised in ln.dia by 

*The figure$ given in this sectio~ are take~ fr~m the official publi-
cation " India's contribution to the Great War", pages 160-~~: ·.. . 
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means of the war loan~ in 1!)17-19 while as regat·~ the balance 
· the Goveroment of India took over the liability for interest on 
an equivalent amount of the British Government war loan . 

. 
If India's total contributions towards war expenditure and. 

·the. interest paid on. war borrowings had been utilised for wiping 
out the sterling debt, there would have been little or no sterling 
debt t~day for a substantial portion of the debt was incurred 
h~fore ~he war, when the rates of intere~;t were n:ry low. Until 
.J."ecently these ]>re.war Indian sterling securities were quoted at 

rate~ very much. below pa1·. · 

W ~ ~-ay indden.taliy refer here to tl1c answer given by· the 
secretary of State,td que~tio~ ~0. 8405 put by :Majo~ Attlee . 
. He stated that,'·~u~· of the debt' of£ 100 millions put up by l~dia 
only abo~t £16' ·millions· ~·er~ now o~tstanding. It is true_ that 
out. qf the £25. milli~ru; the liability fm· which the Government 
of I~dia took o.ver fr~·m His ·iiij~sty's Gover~ment, only£ 16 

. . . . . . . . . ~ . . ~ 

millions are now outstanding, but it Is not correct to say that 
the su~ of £75 ~iliions'borrowed· in India· by means of war 
loans· has been ~:epaid.: 'The "\Var loans· raised m the years 
1914-19 in India were 'in ·most· cases short term loans ,,. hich 

were converted or repaid' by fresh borrowings in the subsequent 
years, either in EngL·md or inlndia. · . 

fo~\ y S, S. Kam_at, at the Kamat ~~intill~ Press, 
.G r~hao ~nildiug, Parekh Street, lloruba.y No.4. 
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