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No. 1 OF 1930. 

OOVERNl\IENT OF INDIA. 

REFORMS, OFFICE .. 

To . ' . 
'l'H~ HIGHT HONOURABLE WEDGWOOD BENN;, 

· · n.s.o.,. CD.~.,:c;t, · 
\. ' . ~ . . 

His ... Uajesty's Secretary of State" for btdia. · 
. . 

Simla, tlte 20th 8epte1nb~r 1930. 

S:ql, 

'Ve have the l10nnur to address you on the cvnclusion 
of the constitutional inquiry which has been conducted by the~ 

·Indian Statutory Commission in accordance with the pro-· 
visions of section 84-A of the Government of India Act~ and 
to forward for the consideration of His :Majesty's Gov~­
roent, as a preliminary to tho di8cussions which will shortly 
take place at the Round Table· ConfereJlce, our views on the 
:further progress whiel1 might now he made towards the deve­
lopment of responsible government in India as an integral 
part of the British En1pire. The report of the Indian Statu­
torY Commission contains proposals of far-teaching sig­
nificance and crucial importance, affo"rding. the· roost conve­
nient, and indeed the inevitable, method of approach. We 
haYe further studied the reports of the provincial committees 
which were set up in cm1nertion with the Indian Statutory 
Commission, and we Jmve derived great assistance from the 
valuable labours of the Infdian -Central Committee. 
We have, in addition to these documents, had the 
advantage of seeing the many sngge~tion:s made · by indi­
vidual thinkers in India and the schenle prepared by the All 
Parties Conference in 1928, commonly known as the Nehru 
report, which, though it has for various reasons .ceased to 
occupy the forefront of the political stage, nevertheless re­
mains as the most authoritative and detailed exposition of 
the views of constitutional nationalists that has yet . been 

·put forward. We bav~ a}sQ paid due regan.1; to··th~ ·opiniQU 
Ls149RQ . 
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that bas been expressed in India since the publication of tba 
, report of the .Statutory Commission, and the most recent de­
velopments of t11is opjnion will no doubt be placed before 
His :Majesty's Government by the delegates at the Round 
Table Confe~ence. Finally, we have received and transmit as 
enclosures to this despatch" the weighty views expressed by 
local Governments. · 

The examination carried out by ourselves and the pro­
vincial Governments has been unavoidably handicapped by 
the circumstances in which it has been undertaken. The 
time available for reaching conclusions on matters at once 
so intricate and so important has been in itself short, and 
the ·attention ·or all Governments in India has been much 
occupied by the abnormal conditions arising from the civil 
disobedience fn9vement, and in our own case from the 
situation on the North-West Frontier. Nevertheless, we have 

.11ad the benefit of personal consultation with all the Governors 
of provinces, and have devoted much consideration to the 

·. \·arious problems involved. We have not found it possible 
to deal in this despatch with all matters of detail, but we trust 
that our observations will be found to coyer the main poi11:ts. 

POLITICAL FORCES IN INDIA.· 

2. · General observations . ...:.... The . solution of the. great 
isSJies which now confront us is to be discussced at the Round 
Table Conference with a view to achieving the utmost possi­
ble measure of agreement between His :Majesty's Government 
and the representatives of different parties and interests in 
India. It may therefore be convenient, before we come to our 
detailed observations., if we attempt to give some account of 
the political forces at· work in . India, the constitutional 
demands that are "most commo1dy put forward, and tho 
strength of opinion on which they rest. ")Ve recognize with 
the Statutory Commission the diffic11lty, particularly at a time 
of rapid change like the present, of estimating with accuracy 
these forces, and, set as we are a:rrtid many conflicting cur­
rents and much clash of old and new, of stating general con­
clusions.. What we say~ therefore, must be read subject to 
this caution. Complete agreement ron general statements 
cannot be expected. We offer our observations merely as an 
attempt to draw v, picture which in its broad outlines we 
believe to be accurate. 

3. The political classes. Tendencies makin~ for unity or 
view.-The Indian Statutory Commission in the able 
analysis of public opinion in India, with which the first 



8 

volume of their report concluded, pointed out that polit1car 
thought and influenc~ are, as is to be expected, principally-' 
conc'-.'ntrated in the towns. It is. in the larger tovv'11S that 
are to he found those elements which give direction or.· active 
support to the political forc~R of the day. They consist of·~h~ 
professional clas~es, in pa!ticular lawye~s, journ~lists. an(\ 
those connected with educatiOn ; an appreciable portion of the 
trading classes ; those engaged in clerical occupations ; 'the 
large number of students at the universities- and colleg~s ·; 
the melancholy army of those who having sacrificed :much to 
go through the scholastic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of educated women who are· throwing them­
helves with enthusiasm into the new world of political affairs. 
These are perhaps the chief elements that go to makd up 
what we may call the political classes. ~heir thought is pro­
foundly influenced and unified by the writings of the. preSs., 
It is no doubt ·a common characteristic of· mankind all the 
world over that they tend to take their political-view;;· ready­
made, and that with growing education those views are more 
and more moulded. by the press. This characteristic is certai;n.:. .. 
ly very marked in India, and those who might be disposed. ~o 
stand out against popular opinion as expounded in the press. · 
are not infrequently deterred by a sensitiveness to personal' 
attack, which has not yet been blunted by·long experience of 
public life. Jou1~1alism in India concentrates largely on 
the personal side, and the press is outspoken in its denuncia­
tion and ridicule of those who ventu>re to express opinions 
in conflict with those gellerally accepted. The;r~ .' are 
other important· factors which make for - a .. prevailing 
unity of view on certain broad issues. The· fact that the 
dominant power in India is in the. hands of a foreign race 
cmmot fail to offer to those who attack. existing conditions. 
the opportunity of a racial appeal.· Again, a. common desire. 
for changes in the form of the Govern!nent acts as an induce-

. ment to preserve a united ·front, and to ,keep in, the back~ 
ground such differences as exist. Finally, caste and family 
attachments are of peculiar strength, and the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes.-W e have mentioned above, 
as forming part of the political clas~es, . the trading.· com..: 
munity. Like all 'generalizations this iS" open to qual. ification 
and there may be differences of opinion as to the extent t~ 
which traders interest themselves in politics and what precise 
part pressure of different kinds plays in. influencing their 
actions: But it can hardly be denied that the trading classes, 
which as a whole used in the past to be content to occupy 
thernseh7eS with their busineSB, have been taking a more and 



more active shar~ in politics. Th~ugh men prominent in wdus-:- . 
try and commerce have for many years play~d their part in 
public affairs, the feeling that improvement of trade 
and industry is to be sought through political· ·channels 
is a development of comparatively recent times. 'rp.e 
extreme illustration of the way· in which this idea has 
gripped the business community is to be found in the attitude 
of the coinmercial classes in Bomhay during the present civil 
disobedience movernent. After all allowance is made for the 
religious and emotional appeal of :Mr. Gandhi's name for his 
own countrymen, the Gujeratis, who form such a large eleme~t 
in the life of Bombay city, it must be recognized that the com-

. mere~al community · of Bombay has in pursuit of poli­
tical. power been 1 lending its support, both moral and 
.material, to .a movement in defiance of the law, which might 
have .been expected to have no attraction for those whose 
interes~s. dep~nd on stable and peaceful conditions. · 

5. The landholders and the agricultural classes.-Pass­
ing to the more conservative elements in tlw population, the 
most important class is that of· the larger landholders. In 
rilany parts of-the country they still retain in their estates and 
villages a traditional authority, which, though it may now 
nieet with some challenge, is yet one of the active forces in 
the life pf the commuriity. The spread of education and the 
influence of the press tend constantly to enlarge the number 
of landholders who might be included .in what we have called 
the political classes. On the whole they remain at present a 
conservative force, conscious that their influence is likely 
to suffer from too rapid political changes, and ·beginning to 
realize .that the defence 'of their inter(.lsts. requires a more 
active participation in public life. Below them in the agri-

. cultural world ·come the small landholders and the :rp.ore 
-substantial .peasantry. This is a class about which it is 
peculiarlv difficult to generalize. . Broadly speaking, pros- . 
perity brings education, and education fos.ters political ideas. 
lt does not follow that the ideas of this class necessarily 
coincide with those of the corresponding urban classes : 
indeed in the Punjab where the small landholders are a 
strong and increasing force there are signs of the development 
of a conflict of interests between them and the tow.n dwellers . 
.But whateve:r: may be their views, the important point is 
that they have views, and cannot be regarded as forming part 
of the unthinking masses. The events of the last few years 
·m Gnjerat afford a striking illustration of the effects which 
this class can produce when guided in a political direction . 
.Below this stratum come what may be called the agricultural · 
~lnasses, a politieal force. of great potential importance, but in 
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norm.al tiines interested in little~ outside their: own. villages, 
their own immediate needs and· conditions, and .the hard 
struggle for exis,tence. ·It would be fair to say that they have 
no inforined conception of the political problems of India. . ··. 

·6.- lndustriallabotir.-The towns too have their counter­
part to what we have described as the agricultural masses. · 
'fhe· bulk of industrial labour is ignorant and. uneducated. 
'!,heir surroundings are often primitive and insanitary, 
though steady efforts are being made to improve ·their 
lot. Living in town.s· they are more closely jn contact 
with political movements than are the· · agricultural 
classes, but it is doubtful whether the ordinary political · 
ideas make much app.eal to them .. In the ~ towns too 
are ·to be found those lower strata ·of the population which·· 
can easily be worked up into mob demonstrations and violenc~. 
'f.hese elements and the industrial · population.'·· have 
formed in recent years the objective of communist ·propa­
ganda. In some of the larger indus,trial towns the doctrines 
of comnmnism for a time made appreciable progress, parti­
cularly in Bombay. The movement has recently. received a 
check, but it undoubteuly survives as a continual menace to 
orderly progress and the well-being of the cominunity. ·· ' · 

. . . . -~ . . . ... 
. .. 7. __ Means of appeal to the masses.-The ·general effect· 
of the picture we have endeavoured to draw· is that the classe8 
affected by political opinion fo:rn1 a .wide circle 'which. is 

. s,teadily expaudhig. It is continually establishing ne'Y. con­
tacts with those portions of the population which·· have · 
hitherto been indifferent. But peyond the furthest range of· 
the genuine influence ·of political reasoning and argument, 
those who wish to rouse the m:1;political masses are able· to 
play on their feelings by appealing ·to the· interests which 
are intense and vivid in their lives. ~,irst among these · 
interests must be · placeq r~ligion. It · was the power of 
religion which enabled :Mr. Gandhi during the non-cooperation 
movement ten years ago to.·· rouse and sway ·the masses 
to a degree hitherto UIJ.known in British ~India, and , 
it is the veneration in which he is held for his ascetic life 
and moral te~ching thatgives him a great part of his popular 
appeal today. It was the power of religion working through 
the Khilafat mov~ment, which for a tir:4e diverted the Mus,lim 
community f1;om their traditional relations with the British· 
Gover~:ment. It was the appeal of religion, that recently 
threatened to destroy the work of the reformers in the· Child 
.Marriage Restraint Act, co~only known as the Sarda. Act, 
and has been used to rouse the transfrontier Muslim tribes 
against. a Government responsible for a measure ·which· CQUld 
have no application to thern. ·' · · 
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The second of the main interests through which the 
masses. may. be roused is the land. India is predominantly 
an agricultural ~ountry and the land is the basis of life 
f~r the great majority of the people. Consequently they may 
be immediat~ly and profoundly aff:ected by anything which 
touches the land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface. 

1.~be third method of approach to the· masses is one 
that is still comparatively new and untried. It is b1·oadly 
speaking the method of revolutionary communism, the appoal 
to the." have-nots ". There are signs. in the armoury of 
political agitation of an increasing insistence on the facts of 
poverty in India,. riot with a view to constructive effort in 
remedy of the causes, but for the purpose of exciting feelings 
against the propertied classes and an alien Government. Not 
much progress has. been made on these lines except in the 

· indus~rial towns. .But it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests.-In speaking hitherto of political 
interests we have had in mind chiefly those broad iasucs of 
public policy which group themselves round the demand for 

· an increased measure of self-government, and we have tried 
to rmggest the area over which interests of this klnd are 
active .. 'There are, however! other interests which make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics .. One of the marked e1Iect~ of 
the present constitution, with its in_troduction of the forms 
of democratic government and its transfer of power not <ii1ly 
in the provinmal councils but in local bodies, has been the 
recognition of the fact that any group or section which has 
3 conup.on_ bond of int~re~t can secure its obje~ts only t1trough 
. organizatiOn~ 'rhe binding. forces of somety outside the 
family are religion and caste, and there has been a definite 
quickening of communal and caste feeling, and a tendency 
for people to group themselves politically under theRe cate­
gol'ies. which have for them a practical significance. It is 
felt that a common interest unites those who belong to a 
particular caste or a particular religion, and at a time 
when novel-and broader ideas have not yet succeeded in estab-
. lishing themselves, it is no doubt inevitable that the earlier 
manifestations of political awakening should among ·Iarge 
sections of the population take a form that is familiar and can 
readily be appr~ciated. Local and provincial patriQtisms also 
show unmistakable signs of development. All these indicate 
the real emergence of a public opinion and a general will, in 
a form however restricted, expressing themselves through the 
relations which most closely concern and interest the masses·· 
of the people. Forces of this kind reach ·elements of._ the 



population which are untouched by the ideas of nationalism, 
but it must be remembered that they are always at .hand to 
be utilized for nationalist ends. · · 

9. The growth of. the nationalist spirit.-In saying thi§ 
we do not wish to minimize the extent of the genuine in- ' 
flutnce of nationalist ideas. There is no doubt that a con­
siderable degree of national_ consciousness has been evoked 
among the educated classes as a whole. 'Vith the economic 
and educational development of the country have come, natu­
rally and honourablv enough, a greater self-respect, both 
individual and national, and a demand for equality of treat-­
ment and status with the 'Vest. The rise of Japan a_s a great 
Asiatic power supplied an early stimulus to this· movement. 
Since then the stream of western thought in the present centu­
ry has more and more brought India within the line of its. 
cutTent. Intercourse with the world grew.· 'rhe i,p.fluence of 
western education increased. Students in ever greater num.:.. ~ 
bers went to ~~ngland and returned. Older men, and even 
women, visited ~urope more freely, and with a riper judgment 
compared other countries with their own. Conscious of the 
magnitude of her share in the Great 'Var, India has watched 
with close interest nationalist movements·· in Afghanistan~ 
Persia and China, while in another .. direction Ireland an~ 
l~gypt have been examples which have constantly been before 
her eyes. .All this has encouraged nationalism and democratic 
thought. One consequence of the gro·wth of . nationalist 
feeling bas been to make Indian opinion exceedingly~ .sensitive 
to any ill-informed judgments, which might appear to indicate 
a lack of trust, and to all that might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could hardly remain unaffected by what has 
gone on around her, while at home the constitution of 1919, 
however far. it fell short of f:un· self-government, had set her 
feet firmly on the path. It was therefore inevitable that this 
nationalist impetus should c01ne. and it would be a ~rave 
mistake to under-estimate its force or to depreciate its value. , 
It is a }lecessary condition of the. building up of a wider and 
mure ngorous life, and of that development of a self-govern­
ing India which from early times has been the ideal of 
the most far-seeing of its British administrators. . 

10. The nationalist demand.-The ~ationalist demand is 
for self-goverilment and dominion .status. It is couched 
in terms of British thought and British institutions, for it 
emanates from those who have been profoundly influenced 
by British ideas. The demand for self-government stated 
in practical terms, is that India should be allowed to 'manage 
her own affairs both in the provinces and, subject to , any 
temporary safeguards that· may be requisite, at the· centre 
The claim to dominion status, so far as _that can be separated 
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from . ideas of self-government has perhaps a sentimental, 
bnt not on that account any less potent, aspect. The demand 
is not only that. India · · should be enabled actually within 
necessary limits to .settle her own affairs but that she should 

' oe publicly recognized before the eyes of the world as com­
petent to settle them. Both these ideas are included by 
~ridian opinion in that dominion status which the announce~ 
m'ent- by His Excellency the Viceroy on the 31st October, 
19~9, described as the natural issue of India's constitutional_ 
progress. 

· It is possible to trace in these political aspirations two 
separate trends of thought. .The first is directed to the 
natural· satiF-faction of a national pride and national senti­
ment. - The position of_ India in the Empire has been 
ambiguous.· -.There are undeniabJe ob.stacles to the attain­
ment of cpmplete self-government at once. But are these 

· obstacles to be used for the purpose of delaying the progress 
_of India, or is a genuine attempt to be made to overcome--­
-them f , Are differences of race and culture to keep India , 
·permanently in a position of inferiority to the great 
Dominions, or is a place to be- found for her within the 

·Empire which will satisfy her claims to equal treatment T 
To . those,- in whom such are the dominant idea.s, the actual 
detailed means by which their ideas may be translated into 
fact are _often not of great account. The second line· of 

· thought is directed to the fulfilment of concrete policies. 
Those who think on these lines have an essentially practical 
outlook- and demand power in - order to achieve certain 

. definite objects. ·· 
. . . . . . 

11. The extent or support for the nationalist demand.-
It happens that the course of the civil disobedience move­
ment in the last few months has exhibited with sufficient 

·plainness the strength of the nationalist forces and also their 
limitations. It is clear that they have on their side a sub­
stantial measure of support from educated Hindus of all 

. classes, for large numbers of those who have not actually 
joined the movement, being repelled by it_s methods, have 
shown rinmistakable s)·mpathy with its aims. There is little 
doubt.. also tbat the minority communities to a large extent 
share in these broad nationalist aspirations, but it has become 
plain, if demonstration were 'needed, that generally speaking 
they_ are not without apprehensions of their position in a .self.­
governing India, and they are concentrating attention on the 
protection of their rights and interests. It is assumed that 
for some time after the introduction of the new constitution 
politics l\re likely to rem~in on a communal basis. It will '6nly 
be by a ~'{adual process· that the handling of practical · 
problem.s ol'"~dministration and policy . will lead to the 
dev'elopment '<!- parties which will be divided on different 



lines .. rrhe landed interests also are anxious about their 
future. rl,he depressed classes, so far as they are beginning· 
to develop some political consciousness-, look with uneasiness 
at the prospect of Governments dominated by the higher .. 
castes. The great mass of the people, though, as we~,have 
said, capable of being galvanized into action by appeals 
on those matters which really interest them, ~:egard, \Vith. 
r-;ome indifference political changes · which they 'do"*-ot 
understand. It is instructive to observe how during the 
present civil disobedience· movement· strong feeling~ lias 
been aroused in the towns, ·and outside the towns 'in 
particular localities where either the coiHlitions were peen· 
liarly favvurable .. such as Gujerat, or where some local grie­
vance coul1 be exploited or some doubt sown ns to the powe·r 
of GovcrnmC'nt to maintain its authority. Dut looking at~thc 
country broadly, a political agitation of remarkable· intensity 
and fervour has left the rural districts butlittle affected~''_:, .. :_ 

12. The extremist element.-In speaking hitherto of the 
nationalist forces we have had in mind primarily thos~ ele7 
menta in the movement which are prepared to look to const~­
tutional advance within the Empire .. But it must .be recog-, 
uized that there is, particularly amQng the younger men~ a 
considerable body who have adopted independence not as a 
phrase but as a settled aim, who are fundamentally hostile to 
the British connection and who, though they may not . all 
favour or believe in the efficacy of the methods of terrorism 
wh:ch many of them are prepared to pursue, ,:u~e at any. rat~ 
eouvilwed that it is only by force applied in some form or; 
other that they can achieve their end. · 'Vith.such men it 
would he idle to expect that any settlemC'nt is j11)~8ible. ·1_1hey, 
will oppose any agreement that may be reached; and the niost • 
that t•an be hoped is that gradually through experience of a 
constitutiou, which gives a considerable, degree •>i• self.:­
government, tlwy may come to realize that m_ore can . be 
achieved by working the constitution than by endeavou.rh1g 
to cverthrow it. .,. · · · 

·13. Non-official European ophtion.-We rhust riot close. 
our account of political opinion in India without giving some 
impression of the attitude of the non-official European com-' 
munity. · '.rhe Statutory Commission hav~ l}mphasized the im: 
portant ~rmtrihution which this community has made to··the 
~conomic deYelopment of India and the influence it possesses 
in drtue of its widespread commercial activities .. Prior to 

. the introduction of the present constitution the interesf of 
the community in politics was limited, but since 1919 it,has 
realized the necC'ssity of taking its full shar~ in the political 
life of tlw country. Its entry into active politics, has been 
marked· by nn increasingly liberal spirit towards Indian aspi­
rations,. and during the .inquiry of the Statutory Commisiion. 
Ls149RO . 
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it sboweu itself ready to .look ~,·ith fa your on propm!!als for 
political advance, subject to the provision of adequate safe­
gmn·ds for its. rights and legitimate interests. 'rhe civil dis­
obedience movement with its accompaniment of a boycott of 
.BritiRh goous and British trade, through which it was hoped 
to bring })ressure to bear on His :Majesty's Goven1ment, has 
had marked readions on those who felt themselves unfairly 
attacked and who resented this intrusion caf politic~::~ inh• 
business. Resentment has been slow in. gathering force, but 
recently European commercial opinion has s1wwn unmistak-

. ably that it uoes not mean to allow its~lf to he coerced by these 
methods, and there has been some consequent stiffening of its 

. attitude towards political advance. · 
.. _.· .. 14~ Conclusions,._:_ "\Ve have made above some attempt to 
describe the main political currents and forces that are 
moVing over the formerly pla~id- surface of India. If our 
reading of the situation is accurate, it is evident that the new 
constitution ;must be such as will take full account of these· -­
new force.s. The time has passed ·when it was safe to as~mme 
the passive· consent of the governed. The new systent must 
, he_ based as far as possible on the willing consent of a people 
whose political (~onr-;dousness is steadily b~ing awakened. 
There is ·still in thP country a fundamental 1·espect for antho­
ritv. · The 11ew legislatures have established for themselves 
a position which is gradually coming to bl3 understood and 
accepted by increasing numbers. Constitutional forms are 
f(n· the most part respected ancl observ_ed. The conditiontJ for 
a substantial transfer of power are not in our view un:favour-_ 
able, and ''?e are conYinced that the time has come when thn 
broadest considerations of Imperial policy demand ttmt we 
should sparo no efforts, and even take -some 1·isks, in order to 
arrive nt n ~onstitutional solution which will give reasonable­
scope to the ideas and the aspirations that a1·o moving India 
to-day. 

' 

GOVERNING PRINCIPLES. 

15. Opportunities for growth~~'l,he Indian Statutory 
Commission have at the beginning of the se~ond volun1e of 
their· report, before explaining their detailed p:J;'oposal~. 
set forth- plainlY the general principles on which their 
1·ec-ommendations · are based. We think it will be con-:­
venient if in the same wav we make clear at the outset 
our general outlook on the constitutional problem and 
the principles which guide onr conclusions. In the first 
place we are in full agreement with the view of the Commis­
sion that the new constitution shon1d not he nnduly rigid, 
and that it shoulrl allow of natural ~owth and diversity. 
For instance, it might ease processN! of transition if formal 
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provisions which may· requi~·e · sulJsequent change· could be· 
drafted in such a way aR not to invoh·e legislation if and' 
when it is def'iirell to make the change. 'A-gain; 'yithin the~ 
general framework ~f the constitution in the provinces it' · 
might be possible to allow certain variations suggested· by 
local conditions and favoured by local opinion. Finally, 
we should hope that both in the provinces ~nd at the centre· 
the con.stitution would give opportunities for development· 
by practice and convention in accordance with actual needs 
and experience .. The evils that flow: from a 'temporary! con-: 
~titution ha\'(' hecn fully F~ct out by the Commission~ .. Our· 
aim must be to establish a constitution which should, as far as· 
pos~ible, contain within itself provision for. its own develop­
ment. '\YP recognize howe'\rer that that aim can be more. 
fully attained iu the provinc,es than is possible at the cent,re,' 
where ~.he ultimate form of the Government cannot us yet: 
he so clearly discerned. . ' · · · · . · \ . . .\• 

. '- " . 

16. The ultimate ideal-An all-India 'federation~-The· 
Commission have pictured the ultimate constitution of Inai_?.; 
as rn1 aJI-1 ndia federation including not · only B1itish' 
India, but also the Indian States. That is an ideal ·which 
we fully accept. There is an essential unity embracmg the 
whole of India, which we hope will at some future' time fuid 
expression in certain joint political institution.s. But it is 
dear, as t.l18 Statutory· Commission have been careful to 
point out, that this ideal is at present distant, and that the 
federation of Greater India to which they look" forward 
cannot.: be artificially hastened. ~fuch may be done. to 
promote a Iw•re vivid sens(• of the, unity of interests in many 
HphereR between British India and the various States, and 
to develop the conception that there arc matters of common 
t·oncern which can best be treated in consultation. Never:. 
theles:~ we must tecognize that the time has ll()t ybt come. when 
the gP:t1eral h()dy of Indian States would be prepared to take 
a ~tt>p so far-reaching .. in its character as to enter into any 
formal federal relations with British India. vVhile,. therefore, 
we are entirely at one with the Statutory .Commission in hold­
ing that ihe ideal is a federation of all-Indh"t, A.nd that ~his 
ideal should be clearly borne in mind wheri drawing the main 
outlines of the constitution of the new. India. we must als(] 
~·ecognize tl1a.t the ideal i~ not like~y tct realize it~elf, · sa':'e i~ 
Its own due hme. There Is a certmn danger that 1f we duec1 
&nr gaze too fixedly to a distarit future we mB.y tend to over­
look the needs of an urgent present.: The main proble:rr 
whid1 mu~t engage our attention is how British India may be 
dc-veloped in a manner which shall not only he consistent with 
the wider vision, but shall he ·appropriate· to its own .. :im­
mediate requirements. 
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17. Federal development in-British India..-vVe ha,~c no 
dou.bt that. apart from the importance of designing a sti·ucture 
into which 1he States may later fit themselves, the conditions 
of Britislt India itself point clearly to a federal development. 
India under the. old system of bureaucratic goven1ment wa~. 
administcr .. ~d ·on strongly centralized lines. vVith the first 
steps along the path of democracy it was nece~sary to relax 
control at the ct~ntre, and as the Statutory Commission point 
out," the completion of the policy contained in the announce­
ment of Augnst·20th, 1917, was pictured• lJy tho authors of 
the Montagu-Chelmsford report in the form of " a congeries 
of self-governing Indian provinces associated for certain pur­
poses und<:1r a , responsible Government of India ". -This 
~emaiu~ in our opinion the only feasible policy for translating 
responsible institutions into a country containing so l1uge a 
population hDd such diverse elements. The acceptance of t~c 
federal idea for British India carries with it the obligation to 
develop as 1·apidly as possible the emergence of the self-govern­
ing units which must form the component parts of the federa­
tion.. As the. Commission point out, we shall be engaged on a 
process wl.Jich is the reverse of normal. We do not start 
with' self-governing states which agree to combine. We have 
already- an administrative • unity, and our first task .is to 
decentralize with a view to permitting the develovment in 

. the provinces of that degree· oi independent activity which 
:should cl1aracterize the units of a federation. \Ve arc, there­
fore,_ in full agreement with the broad aim of the Commis-

. sian to give to the provinces the maximum of autonomy con­
sistent Viith the interest of India as a whole, and to make 
each· p1·ovince as far as possible mistress in Hs own house. 
But in followi?Jg this policy we must he careful not to 
sacrifice the spirit of national unity which has gradually been 
develop!ng undnr the centralized British administration. 

1
'Ye require a vigorous central authority capable of sustain-
, ing .. the heavy burdens that nec.essarily fall upon it. It 
will be respons~ble for the defence of the country against 
external attack, and for the maintenance of the ultimate con­
ditions of internal tranquillity ; for the finances of India as 
a. whole and its credit in the markets of the world ; for its . 
commercial and tariff policy. ; and for all those. matters of 
common con~ern which must be handled by a central Govern­
mcJJL. It should be in a position to mobilize the nxperience, 
talent and resou~·ces of all India for the more efficient pursuit 
of. sucl1 objects as agricultural, medical or economic research. 
It must also possess powers of intervention if developnwnts 
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in any pr,Jvince are such as to affect any other part· of India' 
or the administration of any central subject. - · 

18. The problem at the centre.-The most difficult 
prohlem that confronts us is what form this central authority· 
~l1ould t.ak{·. Tt ig clear that many of its functions must for· 
some time_ continue to be exercised, as they are at pi·ese:nt, in. 
responsibility to the ultimate will of Parliament. The-· 
Illaterial foundations of modern India's life have been laid by 
the lmud of Britain, and in the process_ British interests have 
eomc to be de:eply engaged in -India. A history to which 
Britain can look back with pride 1ms left results which pro­
foundly iufl11ence the present. The security and the prosperity 
of India represent an interest of Britain as well as of 
India, ::mel an interest of such magnitude that Britain cannot 
afford to see it jeopardized. It might be argued that as any 
complete form of responsible government at .·.the eentre 
is, for the reasons vi·e- have just indicated, in present 
conditifP1H impossible, no attempt can usefully be made 
to in\·eHt the GO\·ernment with any popular sanction .. 
A eenintl Government should be· constructed which 
would tJuoughout the field of its _functions be , plainly, 
responsihle to Parliament alone, and in order that the: 
executive might fulfil these, responsibilities the legislah~re 
Rhonld .be so <~onstituted that it could be depended on to. grant 
to . the executive the money and the legislation required. to 
:·arry ·out the policy of Parliament. ~he legislature· would· to 
some extent rP-flect opinion in India, and its views· wool~ be· 
taken into account before decisions were reached. But when·­
once the Government of India, in agreement with the Secretary 
of Stnte, had reached conclusions; the Indian legislature 
would . be content tq implement them. Such a Government 
wonld no doubt be strong in the sense that it coulcl count on 
getting its o'Yn way. But it would be wholly deprived of that 
element of ~irei1gth which comes from the support of- pul>lic 
opinion. ''Ye have set out this alternative quite frankly, for 
it represents one of the logical extremes, as complete self­
~·overnment. represents the other, and . when propm:;als for 
~orne intermediate position are put forward and are attacked; 
as they well may be, on the ground that they may lead to di­
-\·ided eounsels, it is important to realize clearly that the two 
t·xtreme JlOsitimis are impossible. Tl\e Statutory ConliDis­
simJ l1ad no douht 'on this point. They'stated that as a mat· 
te1· of praf'tical politics there could he no question of going 

· hack to n previous stage by providing that the .Assembly 
;;;lHmld haYe an official majority or by reducing its powers~ On 
the eontrary, they have addressed themselves to the task of 
<'Onsidering bow the machinery by which Indian political ppi­
nion expresses itself and exerts its influence at the centre 



tnay.. be ~mprovcll. "\V e are in entire agreement -\vith this 
view. The solution of our difficulties is not to be found by 
uttenuating the· channels through which Indian political 
op!n!on finds expre~sion, but rather by harnessing ihni 
op11upu :to·' constructive work, so that what is at nrestmt a, 
dimger to the· stability of Government may be converted into 
its JlJ~in E-uppol't. The Stat"utorr Commission have pnt tl1e 
point in .words which we would desire to endorse:-

, ' 

• •u Nationalism is a force with· immense power for guoll 
or evil,. and the task in the futur~ is to utilise 
thr.t force for constructive ends. For national­

.. ist. movements that fail to find an appropriato 
outlet for their energies tend to mere strife aud 

'• :f~ttilitY,o ~'I . - -
·: · ·19: Suggested conditions of a solution.-The conditions 
of the prQblem ·suggest to us the importance of defining a!-! 
cl.early as possible the }Jnrposes which Britain must continw.• 
to ~afeguard in India, and making it plain that where those 
p,u:rposesare not concerned India should be free to manage her 
O'YJ\ ~ffairs. ':rhe British Government must satisfy itself on 
ce:rtain essential points, for instance, that the defence of India 
from external ,attack, .which rests, and fo1· many years muRt 
continue to rest, largely on British troops, is fully assured ; 
that ·.relations with foreign States, with the ultimaie po~­
sibilities of' 'var_ which they involve, are conducted under itf-" 
authority ; that· the conditions of internal security are main­
tained ; that financial obligationa are provided for and the 
requisite financial stability and credit of the country ade­
quately. secured; ·that reasonable treatment is accorded to 
minorities ; and. that unfair discrimination is not practised 
against any section of the community. In our opinion the 
l.lltimate control of these matters must in present conditions 
I~(~sidc in the British Parliament. It would be UIHlcr~i:ooLl 
that upon Parliament rests an. obligation to secure certajn 
definite purposes. and that for these express-purposes it 1nay . 

· be necessary for Parliame~t to intervene . at. any point 
in the administration of the central Government. "\Vlwre 

· tpese purposes are not affec~ed, the policy and administration 
at the centre may. properly be regarded as the concrrn of 
India alone. .From this point of view the -actiT'itles of the 
central Government might perhaps be viewed as falling into 
three categories. 'l,here would be, in the first place, thoS•1 
subjects in-. which the interest of Parliament might be ex-

. :[wcted to be continuous, such as defence, foreign affairs. tho 
' }Jreservahon of general tranquillity and the fulfilnwnt of 
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finam·inl _oblig-ations. Secondly, there would he subject.~ in . 
which Parlinmcnt would be interested only occasionally;· 
if and when it hecmne clear that the policies -pursued_ ",;ere 
affecting the pnrJWRC8 which Parliament wished.to safeguard.· .· 
\\' e should be inC'li1wd to include in this category.the methods ;-., · 
of taxation hv whi(·h the rcvcm"IJ3 of the central Government' 
is rai~ed, the' tariff and commercial policy, and ·the manage-:· .. 
ment of railways. ":r e should expect these matters normally.­
to be directed in ac-cordance with the views that commended 
themAelves fo the majority of Indians, but subject always to· 
the !JOF;Sihi1it,\· of Parliamentary intervention if any or -the 

·purposes of Parliament were threatened. : ].,inally, , there 
would he a range of ~-;ubjects in which we should hope th~t a 
popular policy would seldom, if ever, come into·conflict with. 
the responsihilitieH of Parliament. Such would be, for in-: 
stance, the general economic development of· the country; 
inclur.;trial policy aJI(l questions of labour ; the ordinary ad,.-

- ministrat.ive serviecs which the central Government carlies 
out, tmch as the management of the postal · and: telegraph 
Hystems or the customs administration ; the development o"f 
eommunications whether by land or air ; ·the eo-ordination 
of those activith•s which form the primary concern. of the pro,.: 
vincinl GoYernments, such as education, health and ngricul­
ture ; the promotion of social reform, and many other·tnatters · 
of great importnuce. to the welfare of the community. Again, 
1J1e sC'lertion of the representatives of India at Imperial cori~ 
frrerJCeS or at thc LPHi?;lle of Nations, and, subject to any over.: 
riding considrrations. of Imperial policy, the ·instructions 
g-iven to them appear to us to he matters which might well be 
left to the determination of India. - The relations -of·· India 
with other parts of the Empire must natura;lly be of'concerii 
to His .Majesty's Government.· But we should hope to see a 
development of the existing practice whereby India is enablerl 
to deal direct -·with the Governments .of the ·Dominions 
in certain matters that affect her closely.· Generally, Jn 
regard to the sphere in which the central Government n1i~lit 
expect to he allowed to pursue its own policy, we think it ~s 
important to remember that it is proposed to hand over to 
responsihlr Governments in the provinces the admiriistration. 
of all the fnnrtionr-; which most closelv touch the life of the ~ 
people. It sf'rms to us evident that i~1 some form ·or other 
rmnparahlr nctivities, which are the ~harge of tho Cbntral 
Govermnc•llt, should-also be administered in relation w1th the 
popular view, provided always that the broad purposes -of 
Parliament whieh we have described above are not affected. 
The ]n·c·c·.is<' form hy which. pnblic opinion may m_ake itse!f · 
felt in n GO\·ernment, whiCh must he prepared Hl <'ertam. 
matter~ t-o he gnicled 1Jltimatcly by the will of Parliament, is 
the cardinal problem that confronts us. We offer our own 



sQggestions later, not with the idea that they are proof against 
criticism, but as indicating general lines of development which 
seem to us, on the basis of our own experience, less open to 
objection than others that we have seen. But whateyer may . 
be the plan adopted, we are convinced that no scheme of Hov­
ernment at. the centre ran wchk with success, unless it is re-
'cognize(l"tbat Parliament and the Indian legislature havo each 
their Elpecial contribution to niake to .the welfare of India 
whiclt is the joint purpose of hoth. Our aim should be ·a 
partnership in a common ranAc. . 

.~ . " 

· · 20. Ultimate considerations.-The Statutory Commission 
sug·gest that ther~ may be a further complication in a problem 
already sufficiently complicated. They utter a caution against 
tho development at this stage of institutions which might pre­
judice the ultimate fonn of the central Government. 'rhe 
cimtion is no doubt one that should be borne in mind. But -
caution in this respect must not be carried to the point of 
allowing ourselves to be immobilized from fear that any slfip 
we take may prove not to be leading us directly to our nml. 
~rhcre is much to be done before that end can be reached, and, 
if we hope to reach it, we must be prepared to test by experi·· 
ence the Jorms and methods of that type of Governn1ent 
which "ill eventually emerge. It is clear that the aim for the 
centre as for the provinces must be the progressive rcaliza-

. tion of responsible go,ernment. There already exists in the 
· Legislative Assembly .an organ wl1ich as it develops will be­
come- one of the main instruments of responsible government 
af the ce1l.tre. Responsibility ~ill come as the resu 1t of the 
relations established between· the legislature and the execu­
tive. 'Ve cannot at present foresee precisely what the ulti­
mate deve1opnient of those relations will he. Bnt it seems 
to us plain that. we should without delay set ourselves to the 
task of encouragin~ the establishment of effective re1ations . 
betwe(m these two bodies, and thus preJl<'lre the foundation 
f6r the full respom;;ihlc governm£>nt which we desire to reach. 

THE GOVERNORS' PROVINCES. 
. . 

· 21. Boundaries Commission.-'V e come now to a con-
. sideration of the detailed proposals made by the Statutory 

Commis8ion, and following the order in w'hich they have 
approached the problem we shall deal first "With the Gov­
ernors' !n·ovinces. The first subject on which the Com­
mission tmwh i~ the need for provincial redistribution. 
They suggest that the Gove1·nment of India should 

. set'· UP., as a matter of urgent importance, a Boundai·ies 
Commission with a neutral chairman, to investigate the maiu 
m~ses in\v~ich provincial readjustment. seems called for. The 
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_two partien1ar cases to which the Commission themselves give 1 

. their attention are Orissa and Sind. ; . , . ' : \ 

The claim of the Oriyas to a separate province of their 
own is of long-standing. In their letter the Government of 
Bihar and Orissa.have drawn attention to the need of making 
early investigation into all relevant factors with a view · 
to s,atisfying the very natural desire of the Oriya..:speaking ·. 
peoples to possess an administration of their oWn.~:· .... T,he ·· 
claim of Sind to be a self-contained unit has become increas- · 
ingly prominent in recent years. The preponderance of the · 
local population is :Muslim, and their claim to- separation 
from the Bombay Presidency has been ardently advocated~ · 
Neither on Orissa nor on Sind are we yet in a pos~tion to 
tender final advice, but·we urg~_ that enquiries be set on foot: 
at the earliest possible date. We should not contemplate _en..: ·· 
trusting the task to a· single Boundaries Commission. . Tho . 
two problems are not connected, and we would _suggest in.:.:; 
vcstigation by two separate committees. · We wish' .... to· .. 
emphasize the need for expedition in reaching conclusions on 
these two outstanding cases, which are respectively of funua-''. 
mental importance to the two pr.ovinces of Bihar and Orissa" 
and of Bombay, as they now. exist, in · order that, . if. : new·.· 
mTangements are required, they may be introduced 'siniul--­
talH:-ously with the new constitution. We conceive that ihe .: 
Sind Committee will be concerned primarily with the·~.aJ..: 
ministrative and financial aspects of separation; for the ques­
tion is not one of boundaries. In Orissa on the other. hand 
difficult questions of future boundaries will be directly 'in . , . ' ' . . ~ \ 

iSSUe. · · • . · · - · ' 

Other possible readjustments of provincial boundaries 
should in our view stand over, until opinion has more clearly 
expressed itself. It would be for the new administrations· 
themselves to take up such cases as they arise. .·· · . · · .. · .· ,' 

vVe note 'in passing that the separation of Bu~~ ·may 
hn,.olve readjustments of the boundary between that province 
and Assam. To this reference will be found in the letter of 
the Government of Assam. 

22. The abolition of dyarchy.-In agreement 'With the 
great mass o£ opinion in this country, ~t! official and non­
offid~l, we accept in principle the reco · endations of. thf\­
Commission for the reconstitution of the provincial Govern-· 
lf1ents. In so doing, we do not associate ourselves with those 

- who pass nn unqualified condemnation on the existing disposi­
tions. On the contrary we pay our tribute to t.hose . \tho 
planned and those who have worked the provincial constitu­
tions.· Dyarchy in the provinces was never' intended to ·bo 
more than a transitional device, a first. step on the difficult 
Lsl49BD 
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road towards a completely responsible system. With few ex­
ceptions goodwill has been forthcoming, and an earnest 
enJe_avo,ur has been made to translate into action the oppor­
tunities which the constitution has offered. Provincial Go"­
ernment's, whether on the reserved or the transferred sides, 
can take reasonable pride in their administrative record. 
Policy may sometimes have been at fault ; resnlt::i may· not 
always have· balanced expectations ; but on a broad view 
much has been accomplished that might have been difficult 
of achievement under the older unreformed system. We are 
clear, however, that a stage has now been reached in the poli-
ticar growth of the provinces at which the next step forward 
should be taken boldly. 'Ve agree with the Commission that 
the time. has come to remove the boundary set up between 
oepartments of which ministers may take charge· and 
those from which they are excluded. To reserve .law and 
order. would· be to concentrate attack on the most delicate 

· part of the machinery. The arguments in favour of transfer 
. have been authoritatively and, to our mind, conclusively stated 
by the Statutory Commission and the Indian Central Com­
mittee~ We do not disguise from ourselves the risk~ inherent 
in so great a change. But, subject to the _necessary safe­
guards which the .. Commission have suggested, we are pre­
pared to see provincial administration in all subjects entrm:,ted 
io 1·esponsible ministers, linked together in a common account­
ability for their policy, and operating in relations with popular 
Jeg1slatures from which the official ele~p.ent will have dis-

. appeared, and in which the nominated element will have been 
t(•duced ·to the smallest proportions. 

On the main issue that a great step forward should be 
taken, the unanimity of the provincial Governments is com­
plete .. Differences· of opinion on details merely anticipate 
what we ourselves consider to be probable, namely, that the 
working of the new system may not follow identical lines in 
all provinces.· A single rigid system might hamper, and not 
assist, the ready expansion of free institutions. Some 
freedom in the constitution is needed in order to facilitate 

. tooai growth in forms suited to local conditions. 

The provincial reports sufficiently indicate the provincial 
?IE.W and we do not ourselves propose at this stage to discu~S 
:in detail the recommendations of the Commission on all pro­
vincial points. There are, however, certain matters on which 
comment is .required, and to these we now turn. 

' 

Provincial leg·islatures. 

23. Their life-time.-There is no dissent from the pro­
position that t~e normal statutory life of provincial legisla-. . - , 



tures should be raised from three to five years. - We join with 
the provincial Governments in accepting the proposal. 

24. Their size.-'The Commission criticize the size of the 
present councils and find them too smaJl. They suggest that 
unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality 9~ 
representation may be prejudiced. They .remark that in­
creased membership of the provincial councils- will facilitate 
their. plan of representation at the centre .. The recom­
mendation which they make is that in the more 'important 
provinces there should be an immediate increase to: a figure 
between 200 and 250. · 

\V e accept in p;rinciple the suggestion that there should 
be a material enlargement of the provincial legislatures suit­
able to .the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, we consider, he included within the terms 
of reference to the Franchise Committee, in order that the 
size of each provincial legislature may be decided on the basis 
of nRcertnined needs. Any substantial increase in the elector- • 
ate will certainly necessitate an addition to the· num­
ber of the constituencies in each pro$c~. The · prov~ 
incial Governments recognize the need for enlarging the 
legislative councils ; but their general view .appears to be 
that so large an increase as the Commission have' in_.mind 
may be unsuitable to their conditions. · · 1 

lfor the reasons given by the Commission it will still' be 
necessary for some time that the Governor should retain a·· 
strictly limited power to nominate, but we doubt whether, 
'vhen ·the li,ranchise Committee have completed their labours, 
it will be found necessary to give a . power of nolflination 
quite on the scale which the Commission have in view. ·we· 
agree that no special provision should be niade for the election 
of women. . 

25. The disappearance of the official bloc.-· The presence 
of an official bloc has been a notice..'tble feature of the present 
dyarchical system, and essential to its working. We agree 
that with the abolition of dyarchy, the official bloc should ·rw 
longer be retained. · \Vith the exception of a small nominated 
element, the provincial legislatures vJin be wholly elected ; 
free play will be given ·to the formation of ·parties,· from 
which we may expect to emerge correct principles of minis­
terial responsibility. 

26. Constituent powers.-The question . of granting to 
provincial legislatures constituent pow.ers _rai~~s di!fi<:ult 
issues, both constitutional and praetic~l, Th~ Qomnusm.on 
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suggest that' after ten years the provincial councils should 
have the power to set in train certain proposals for cha·nge 
by· the method~ of· '~ constitutional resolution " but the 
changes would be limited to those affecting the el~ctorallaw. 
'11he enforcement of .a constitutional resolution would be 
dependent on the grant of a certificate by the Governor that 

.• the resolution reflected the general opinion ·of th~ province 
and of any community specially affected, and would require 
also the concurrence of the Governor General. . . 

· .· · · We welcome the proposals of the Commission to give to 
· .. ·the pr?-yi..nciallegislatures this measure 9f constituent power. 
Were ·1t practicable to do so, we would gladly enla1·ge its 
scope. But with one pqssible addition, to which we shall· 
presently ·refer, for the creation of a second chamber, we see 
grave difficulties in giving this procedure any wider extension. 
~ven. wi~hin the ambit of the electoral Jaw; the distribution 
by statutory provision of the balance of political power 
between the representatives of different communities and 

·interests in fixed proportions immensely complicates the pos­
sible effects of electoral change. The initial dispositions will 
now be made under the authority of Parliament itself, after 
consultation with the representatives of British India as­
sembled in meeting at the Round Table Conference. 'l"o 

,.throw open those dispositions to early revision by local 
· authority would, from the start, invite conflict and might pre­
. judice the endeavour to initiate a fully responsible system of 

Government in the provinces. It is. reasonable that the 
electoral system set up at the beginning of the reforms should 
rest on the assumption that it will endure at least until new 

· political conditions are established, after experience of the 
new Governments has been obtained. For these reas()ns we 

· do not.anticipate that Indian opinion will resent the provision 
that no" constitutional resolution" may be passed by a pro­
vincial legislature until after the lapse of some years from the 
inauguration of the new system. With regard to the scope 
and freedom of the constituent powers, it is clear that these 
must remain under some limitation, at least until the country 
at large is prepared to abide by what we regard as a funda­
mental principle of responsible government, namely, the 
validity of a majority decision. While, therefore, we are· 
anxious to lose no opp<trtunity to place within the constitu­
tion the seeas .of its own grow:th, we agree that, subject to the 
addition which we have suggested above, and which we now 
discuss, the range of the constituent power accorded to the 
p_rovinciallegislatures should be as proposed by the Commis-
~non. ... 

27. Second chambers.-The arguments for and against 
second chambAr~ in the provinces have been fully set out by 
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the Commission, who have themselves not found it possible to. 
make a unanimous recommendation one way ·or the other. 
'l,here was a similar diversity of opinion among the member;-; 
of the· Indian Ventral Committee .. Among the provincial 
Governments, .Madras, Bombay, the Punjab, the Central Pro­
vinces, and Assam do not desire second chambers. We under­
stand that this represents in all cases the unanimous. view of 
both sides of the Governments, except ·only that in .Bombay 
one member of Council supports a second chamber for that 

• province. All members of the Government of the,. United 
Provinces are in favour of the establishment of a. second 
chamber in that province. In Bihar and Orissa also' the local 
Government, without any dissentient member, advocate a 
second chamber. Opinion in the· Government of Bengal is_ 
divided. They state in their letter that some inetnbers .are 
strongly in favour of a second chamber, and, that. the re­
mainder are doubtful. In these circumstances the local Gov­
ernment express themselves as having decided to. maintain · 
the opinion in favour of a second chamber ,which th~y 

· expressed in their memorandum to the Statutory Commis~ion 
. 19''9 . . Ill .., • 

' ' 

'fhe matter seems to us to be peculiarly one jn which 
regard should be had to local conditions. We ·would not 
propose that in any province a second chaJD.ber .. ·should be 
made a condition of advance. Where local opinion· favours 
and local conditions seem to require a second chamber, it 
should in our view be set up and incorporated in the new 
constitution. ~rhe problem has now been fully investigated 
by the Statutory Commission, and we have before us the 
considered views of each provincial Gover!J)nent. Their 
knowledge of local conditions and local requirements ts 
necessarily more intimate than our own. We therefore ' 
accept the recommendations of .the Governments of Madras, 
llo111bay, the Punjab, the Central Provinces .and Assam 
that there should be no second chambers in th'ose provinces. 

. Similarly we accept the : recommendations of the Govern­
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a se~ond chamber. 
Jf effect is given to their wishes, we should suggest that the 
manner· in which the -upper house should in each instance 
be composed in those three provinces $ould be left to. further 
investigation by the Franchise Committee in t~e light of the 
suggestions which the three 'Governments have put forward .. 

\Vhile we agree that in five of the eight provinces, there 
should on the institution of the new constitution, be a single 
chamber· legislature, we associate ourselves with th~ :view 
expressed by the Government of Madras that future cucum-
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"stances may, ~reate a demand for a second .chamber. 'Ne 
accordingly accept the suggestion of the local Govern­
ment that the subject should be included among thos~ matters 
on which after ten years a " constitutional resolution " may 

' be passed, and ·would apply the provision to all provinces, 
Jeaving1 it open to a p~ovincial council to recommend the 
creation of a second·chamber where none exists or the aboli­
tion of one that has been set up. · We do not take it as certain 

· that no provincial council will pass a resolution to substitute 
for·-a unicameral a bicameral system. The success or failure 
of second chambers in .those provinces where they are estab­
lished will, we have no doubt, materially shape political 
opinion in those provinces-- which retain a single chamber 
legislature at the outset of the new system. '\Ve would sug­
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supported by not 
Jess than three-fourths of the votes of the legislature instead 
of the proportion of two-thirds suggested by the Commission 
for other matters. If it were proposed to abolish the upper 
house; the decision might be taken in joint session, and the 

·· resplution if certified by the Governor should in our view be 
submitted by the Governor .. .General to the Secretary of State 
arid laid before. Parliament for its approval. 

· 'l,he" suggestion of the Commission to set up a small expert 
revising body to which legislative proposals could be sub­

·. mitted he1 ween the report and the third reading stages ha8 
· attracted little support. · 

28. The franchise.-We agree with the Commission that 
, with the establishment of responsible Cabinets in the pro­
vinces, the present franchise for the provincial legislatures 
.will be too restricted. We accordingly accept their recom­
mendation .. that there should now be such extension of the 
fra1:1chise as. is reasonably practicable, and that th~ investi­
gation of thiS matter should be entrusted to a specially CJU­

;tituted ·Franchise Committee under an impartial an{i ex­
perienced chairman. The arguments used• by the Commis­
sion leave no room for doubt that the immediate adoption of 
adult suffrage is wholly impracticable. The precise extent . 
to which the franchise can now be widened is a matter on 
which, in our opinion, it is not possible to form conclusion8 
until the problem has been investigated by the Franchi~e 
Committee. ·~ 

There is. under the present system no uniformity of the 
franchise qualification in the different provinces ; and it is 
clear that whi~e the francbis.e continues to rest for the most 
part on a property qualification directly related to land 
revenue payments, no precisely uniform system is possible. 

•volume n, para. 105. 
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'rhe views expressed by the provincial Governments suggest 
that the extension · of the franchise may well be greater 
in some provinces than in others. The Government of 
Bombay consider that the franchise should be widened to the 

. extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a caution against the too rapid -enfranchisement of 
ignorant ahd illiterate voters simultaneously with the intro­
duction of a new system of government. Our general view 
is that it might be unwise to tie down the Franchise Cum-

.mittee to any pre-arranged percentage of enfranchisement. 
'\' e would be glad if it were found possible, from province t.o . 
province, to reach the enfranchisement of 10 per cent. of the 
totaJ. population recommended by the Commission, but we 
would leave the Franchise Committee free, for valid spemal 
reasons which they may find to exist, to adjust their, recoul-
mcndations to local conditions·. · 

In the course (Jf their investigt1tions the Committee'. 
~hould. be directed to examine in each province the feasibility 
of introducing an additional qualification based on education. 
'l,he Commission's suggestion of this new qualification 
ha.::; received a considerable measure of support.from some pro­
vineial Goven1ments, but from others has not escaped cri· 
tieism. For example, the Governments of the United J;>ro­
viHces and the Punjab question the soundness of the quali-. 
fir.ation ; and though it may be suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should· 
be instructed to have due regard to the respective claims of 
urban and rural areas, and to the rights of women as well 
as· of men. It is further suggested that the Committee should 
devise such qualifications as would secure as far as possible 
the same proportion of voters to population in different 
communities. At the same time the Uommission deprecate 
different sets of qualifications for voters of ,different religions 
or races. \Ve have no doubt that the Franchis,e Committee 
will keep these important considerations in view. The Com­
mittee will not however be able to treat as first principles 

. both these recommendations, namely, th{t,t there should be in 
each community the same ·proportion of Voters to population, 
and that the franchise qualification for all communities should 
run on the same level. In some cases their results, may be 
found to be mutually contradictory, and we anticipat~ that 
some adjustment by compromise will be needed in their appli ... 
cation. lt has been' remarked on past occasions that, after 
religion and race, the boundary between town and country· is 
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the greatest dividing line that runs through the Indian people. 
In more than one province the Committee ·may find that some 
readjustment is necess;uy of the present representation 

·respectively of urban and rural areas and. we attach great 
iinportance to securing genuine and effective representation. 
of rural interests. With the broader aspects of female· 
suffrage we shall deal in our next paragraph. 

In ~greement with'the provincial Governments, we would 
pr~fer that Parliament should not commit itself to the 
appQintment after fifteen years of a second Franchise Com­
mittee. -

29. Female suffrage.-hr the first volume of their report 
the Commission devote a s,eparate chapter to the increasingly 
important part now being played by the women of India in 
80cial reform and generally in public affairs. They consider 
tbat the women 'p movement holds the key of progrcs:~ and 
observe that the results it may achieve are incalculably great. 

-This estimate of the -importance of the women's movement. 
leads the ,Commission-to conclude that India cannot reach the 
position to which it aspires. in the world until its woinen play 
their due part as educated citizens. . 

The suggestions for the enfranchisement of·women made. 
by the Commission in the s,econd volume of their report 
follow directly from the conclusion which they ·reach in their 
first volume. · The ·Commission observe• that · while 
provincial legislatures ·in ,exercising the option allmve1 
to them of enfranchising women on· the same terms a::; men 
have made a gesture of high significance, it has remained 
only ·a gesture, because few .women in India own property 
in their own right. In consequence, under the present 
franchise the proportion of women .as voters is still extremely 
low. In order to correct their proportion the Commission 
recommend the addition of two special qualifications for 
women voters ; namely, being the wife over 25 years of age 
of a man who has. a property qualification to vote ; anq, 
secondly, being a widow over that age whose husband at the 

· time of his death was so qualified: In addition, under; the 
Commission's scheme, women over 21 years of age who 
possess the suggested educational qualification would also be 
enfranchised in their own right. 

'l,hese suggestions have called forth much criticism and 
we doubt whether they would be acceptable to any consider­
able section of opinion in the country. The arguments 
against the Commission's proposals have been well set out 
in the report of the Gove~ent of the United Provinces; in 

•Volume I, para. 203. 
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which it is suggested that in the existing conditions one 
practical result of the proposal would be to give to- the far¢ly 
of the low caste Hindu voter, whose wife is able to go to the 
poll, a second vote ; and thus give them twice the· voting 
power of many of the higher castes, and also of many of the 
.Muslims,._ whose wives would be debarred from rgcording 
their votes by the operation of social custom. At the time of. 
the last reforms the enfranchisement of women was considered 
by the Joint Select Uommittee of Parliament,-who felt that it 

' was not desirable that they should attempt to settle the· ques­
tion themselves. Their view was that the enfranchisement of 
women goes deep into the social system and susceptibilities. of 
India, and is therefore a question which .can only prudently .. 
be decided in accordance with the wishes of Indians consti­
tutionally expressed. It was in pursuance of that view· that 
provision was made in the electoral rules of each province · 
leaving the decision on female suffrage · to the: provincial 
legislature. In their replies to the present- reference the ' 
majority of provincial Governments have taken somewhat the· 
same line. \V e agree with them that it would be unwise· to 
attempt to force upon India measures for the enfranchisemeri.t 
of great numbers of women. We suggest, therefore, that this 
matter should continue to be left to the decision of the pro-. 
vincial councils, and we consider that the subject can well 
be dealt with by them in the constitutional resolution· to·.· 
which we have referred. So long however as the principle set 
out by the Joint .Select Committee of Parliament is main­
tained, we think it to be a proper course that the suggestions 
of the Uommission for the special enfranchisement of women 
should be further investigated by the Franchise Cm;nmitt~e. _· 

Communal representation. . 
30. The Hindu-Muslim impasse.-The problem of com­

munal representation has been rightly described by the Com: 
mission as a highly controversial and most important subject. 
On its solution will depend in no small measure the success 
or failure of the new constitution. 

'11he. C~mmission 's report contains a carefully prepared 
and closely reasoned examination of the issues at ~take. . The 
conclusion reached is that in the absence pf agreement between. 
the Hindus and the Muslims, the Cormhission• "are com­
pelled to assume in this matter, a continuance of separate 
communal electorates ". If there are to be communal elec­
torates, the outstanding question left for decision is· the pro­
portion of seats in the '\'"arions provincial councils to be set 
aside for .Muslim members. After expressing a hope that a 

-
·•volum~ n, para. 75. 
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renewed effort will be made between the two communities 
themselves to reach. an accommodation, the Commission 
offer several general expressions of their opinion. They 
hold that in vie~ of the weakness of the .Muslim minority in 
six out of the eight provinces, ihe present scale of weightage, 
tn favour of Muslims in those six provinces may propedy bf.~ 
maintained. On the other hand, the Commission range them­
selYes definitely against the full claim put forward by the 
Muslim community that, while retaining their weightage in 
the six proYinces, the present proportion of seats secured to 
Muslims by separate electorates in Bengal and in the Punjah 
should be enlarged to figures p:roportionate to their ratio of 
population. ·Seized. with this dilemma, the·Commission offer 
the· Muslim community a choice between two alternatives; 
either, so it would appear, representation on a basis of their 
population in Bengal ·and the Punjab, but with the loss of 
their weightage in the six provinces ; or joint electorates by 
mutual consent in Bengal and the Punjab and the existing . 
scale of weightage elsewhere. There has been no indication 

· hitherto on the part of the :Muslim community of any dis­
position to accept either of the two alternatives suggested 
for their consideration by the Commission. Nor has the com­
munity given any support to the scheme outlined in appendix 
VIII of the report for substituting for communal electorates· 
a plan :which purports to combine joint electorates with thn 
exclusion of candidates una@Ceptable to the community 
affected . 

. , \Vhile the Co~mission hold the view that, in the absence 
. of agreement between Hindus and :Muslims, communal elec- · 
~ torates must remain, the majority of the.Indian Central Com­
mittee believe that wider considerations niust override the 
wishes of· particular communities, and recommend that 

. communal electorates should be abolished. Their proposal 
is that in provinces other than Bengal seats should be 
reserved in joint electorates either on a population basis or 
on their voting strength, whichever may be more favourable to. 
them, and that they should be pe:imitted to contest other seats 
in general constituencies beyond the number actually reserve1l 
for them. 'fhe Committee proposed that in- the Punjab the 
llindu and Sikh minorities should be . given the privilego 
which they recommended for :Muslim minorities elsewhere. 
But for Bengal they suggested that there should be no 
separate dectorates and no reservation of seats, anti that the 
two comnmnities should vote together in a joint eiectorate. 
'l,hese majority recommendations of the Committee were ex­
tremely distasteful to two out of tl;w three :Muslim member1-; 
of the Committee, and drew from them a vigorous minute 
of dissent. 
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Lastly, we take this opportunity to refer to the solutioh 
put forward in the Nehru report, whose authors took tire 
line, first, that separate electorates must be completely· dis­
carded as a condition precedent to any rational system of 
representation ; second, that the reservation of seats for 
majority communities is indefensible ; and; third, that ·for ·· 
:Muslim minorities there should be reservation of seats, when 
demanded, in strict proportion to their population, with the 
right to coptest a~ditional seats for a fixed period· of te:Q... 
years. This solution was no more successful than other 
expedients which have been proposed; and its failure to 
attract :Muslim support was one of the reasons why the Nehru 
report was subsequently disowned by its own promoters~,-. . :., . .. ' 

Since the publication of the report of the Statutory Com­
mission little progress has been made by-way_ of negotiation 
between the two communities. 'Ve recognize the need· for 

··an agreed solution, and would be reluctant in this despatch"· 
to write anythins: that mi9'ht hamper ag;~ement between the 
representatives of the two great communities themselves~ ·At 
the same time we cannot disguise from ou_rselves that the 
prospects of agreement seem remote. When the last reforms . 
were introduced, the Lucknow pact held the . ,_field·, 'and ' 
throughout the proceedings of the Joint Select Committee · 
was given binding force. That pact is no longer acceptable 
to either party ; and ir the decision of the problem be left to 
Parliament, unaided by agreement between the parties, no 
easy solution can be found on the lines ·of a maintenance of 

· the status quo. The change effected by the withdrawal of the. 
official bloc is also important, and brings. the communal ques­
tion into greater prominence, for with the disappearance. of 
the neutral element communities are driven to rely exclusively . 
on ·their own representation: Their relative strength, there-
fore, becomes a matter of still closer interest. ' , . . 

"\Ve do not propose to traverse the argumen.ts, theoretical 
and practical, against communal electorates. · We are fully l 
conscious that sepa'rate communal representation 'assumes a 

. special significance as the responsibility of the executive to 
the legislature grows more complete. At the. same time. in 
agreement with the Statutory Commi~~;ion and with· ever)" 
provincial Government. we are constrained 'to the opinion 
that the privilege which they now possess cannot and should 
not be taken away from the :Muslim community: against their 
wish. In provinces other than Bengal and the Punjab, every 
provincial Government agrees that :Muslims should retain I 

' their·existing- weightage if they desire it, and with this expres­
sion of opinion we agree. With -regard to Bengal, the 

'local G-overnment state that there is irreconcilable dis-



agrecmeJit between their Hindu and :Muslim members. The 
Europeau members of the Government have come to the con~ 
elusion tluit representation on the basis of population is the 
faircs~ method of distJibuting the seats in the general cvn~t.i­
tucncies ; and that any weightage that is to be given to the 
non-:Mu,hammadans in respect of their wealth, education or 
position should be allowed for in the special constituencies .. 
l:n the .Punjab the position is singularly complicated owing to 
the rival claims of the three communities ; the Muslims, the 

• .Uindus, and the Sikhs. The official members of the Punjab 
.have. worked out a _carefully balanced scheme for the com­
position of the -new ; provincial council, which gives the 
Muslims a majority of two over Hindus and Sikhs combined, 
and a proportion of 49 per cent. of the house as a whole. ':rhe 
scheme satisfies .neither the Muslim nor the Hindu nor the 
bikh members of the Government, but in our view merits con­
sideration;subject to remarks which we shall presently make. 
. On the more general a.spects of this bafiling problem,·_ 
we consider that it may be a legitimate grievance to depriYe 
Muslims in .the Punjab and Bengal of representation in the 
councils in proportion to -their. population merely because 
of the · weightage allowed to :Muslim minorities elsewhere. 
At the same time we appreciate the objections to communal 
majorities in the legislature guaranteed on -a population lJasis 
at the wish of a majority community through communal con­
stituencies. Various suggestions have~been put forward for 
meeting these objections. Assuming legislatures returned 
from general plus special constituencies, it has been suggested 
that in Bengal and the Punjab the general communal consti-

.tuencies should be so distributed as to give no community by . 
that means alone a clear rnpjority in the legislature as a whole. 
~Phe majority community could be given communal consti­
tuencies op the population· basis, provided they did not con-. 
stitute a majority in the legislature, to obtain which it would 
have to succeed in returning members in elections to ·some, at 
least, of the special non-communal constituencies. Another 
suggestion is that put forward by the official members of the 
Government of the Punjab to. which we have already referred, 
where the Muslims though having a majority of . two over 
Hindus and Sikhs combined would· not command a majority 
in the house, the balance consisting of two seats allotted to 
Europeans and one each to Indian Christians · and Labour. 
A third suggestion is that co:m:munal discriminations though 
applied to electors should not extend to candidates. Thus a 

i Hindu would be eligible under the electoral rules to represent 
:a Muslim constituency and vice versa. 

The existin!{ differences behYeen the voting strength 
nL.d the numerical strength of the various communities lie 



at the root of the present- difficulties. When with the exteu~r 
sion ·of the ·franchise these difference£ disappear and the. · · 
voting strength more correctly reflects the population, the 
justification for communal electorates for majority com­
munities would cease. The perplexity which now presents it­
self of deciding between the apparently irreconcilable claims­
of rival communities would have passed away~· In this view 
the adjustments now to be made II\ay be regarded as serving 
what we hope is merely a temporary purpose. We agree, 
as already Htated, that the privilege of communal electorates 
where they now exist should. not be taken away without· the 
consent of the community concerned, and that such ·consent 
should require the votes of two-thirds of the members in the 
legislature of the community concerned. But we ·attach 1 
importance to providing machinery in the Act for the dis­
appearance of such electorates and for their future replace­
ment by normal systems of representation more suitsd to 
responsible self-government on democratic lines.· 

31. The representation of the Sikhs.-· We have referred 
briefly in the preceding paragraph to the bearing of Sikh 
representation on the adjustment of communal· proportions · 
in· the Punjab legislative council between the Hindus. and 
the l\fuslim~. The problem arises only· in the Punjab: In· 
no other province are the Sikhs given. separate representa~ 
tion. Their communal electorates in the Punjab date from 
the last reforms. The authors of the Joint Rep ott; whose I 
condemnation of co:minunal electorates is well known, made 
an exception in the case of the Sikh_s on the ground that in 
the Punjab they are a distinct and important people, who · 
supply a gallant and valuable element to the Indian army~ · · 
but who are everywhere in a minority and for that reasmi . 

. go virtually unrepresented. They accordingly p:r:oposed to 
extend to the Silrns, and to the Sikhs alone, the ·system 
already adopted in the case of the 1\Iuslims. ·The Sikh claim­
was specially considered by the Franchise· Committee of 
1918-19 and they were given 12 out of 9~ seats in the Punjab 
legislative council. They have consistently expressed dis­
satisfaction with this proportion, and Sikh leaders have 
adhered to a claim that they should have not less than 30 per 
cent. of the total seats. _The present position, as we ... 
imderstand· it, is that the Sikhs are pr~ared to accept joint 
electorates provided that the ·:Muslims agree, but that if 
communal electorates are retained in any province· they 
-should be assured in the Punjab of representation ·on the 
basis at least of their voting strength. As the voting stre~gth. 
of the Sikhs on the present property"qualification is consider­
ably in excess of their proportion of the population,_ this claim 
could be accepted only at the expense of the .Muslrms or the. 
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Hindus. . The proportion given i.n the scheme prepared by the 
official members ·of .the Government of the Punjab, though 
higher than the population basis, is leM than the voting 
strength of the· Sikh community. In his minute of dissent the 
Sikh ·Minister of the Punjab has expressed a warning that the 
arrangement proposed by the official memb~rs is not accept;-

. able to two .powerful communities, and that they a1·e not 
prepared to .surrender on the· point. Put in its crudest form, 
the claim made by the Sikhs is that the British Cl)nquered 
the Punjab, not from the :Muslims, but from themselves ; 
and that if responsible ·self-government is now introduced, 
they will not submit to a system which places the :Muslims 

· in a permanent ni~jority. over both IIindus and Sikhs com­
bined. We have given careful consideration to these diffi­
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put forward by the 
official members of .the Government of the Punjab. 

32. The representation of · Europeans.-,Vith the other 
classes. of communal representation we can deal more briefly. ' 
There can be no. doubt 'that. for the· representation of 
Europeans th.eir existing separate electorates niust be main­
tained. "\Ve accept . the principle that their representation 
should, if possible, be in its. present proportion, ·and in pro­
vinces where they at present rely on nomination they should,· 
in our vie~, if this· be found practicable, be returned by their 
own electorates. · . · 

33. The representation of Anglo-Indians.-'V e agree 
·that. as regards the number of Anglo-Indian seats the object 
in view is to secure to the community a~ adequate oppor-

. tnnity of making its ·views known in the. legislature through 
suitable representatives ; and that no question arises of 
trying to allocate seats on the basis of such factors as popu­
lation and political influence. The community is faced with 
very special problems of its own. Its main interests may be 
summed up as entry· to the services and educational facilities. 
So far as concerns the former the field of employment which 
is of pa1·1.icular interest to the Anglo-Indians is to lJe found 
under the· central Government, especially in the Railways and 
the Telegraph department, and· in a later passage we refer 
specifically to the possibility of giving such protection as may 
be pract.icahle· tu their position on the railways. But their 
educational problems fall within the provincial sphere, and 

. we regard it as important that they should be enabled, parti­
cularly from this point ·of view, to make kno·wn their needs 
and th.eir .. case. Subject to further investigation by the 
Franchise. \Committee, we are disposed to accept the sugges­
tions of th~ Commission for increasing the total number of 



t:eats allotted to Anglo-Indians, and to. think that wherever 
possible their representation should for the present be by 
t;eparate electorates.·. . . . · .. 

34. The representation of Indian Christians.-The Com­
mission .state themselves to have been impressed, by the 
fact that a representative deputation of Indian Christians 
which met them in Delhi evinced their readiness to be merged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation . of ·seats- in' the' 
case of Indian Christians in place of separate electorates. 
The present position is that Indian Christians have. separate 
electorates in the Madras Presidency where the .community 
is particularly strong and returns five mm;nbers ; everywhere 
else any representation they have is by nomination. Fr:om · 
representations made to us since the publication of the Com­
mission's report, we understand that the Indian Christians 
of :Madras are far from willing to surrender their separate 
electorates, and we endorse the view of the Government of 
:Madras that the community in that province should not be· 
deprived of its _privilege · without its consent. · Provineial 
replies indicate that in some provinces reservation of seats 
may present considerable difficulties, and that where separate 
electorates cannot be formed, the Indian Christian community 
may still need to rely for its representation on nomination 
by the Governor. · 

35. The. representation of the depressed classes.-~rhe 
· suggestions made by the Commission for the repre.sentation. 
of the depressed classes h~:rve been much criticized by tho 
provincial Governments. The difficulty of framing. for each 
province n definition of the " depressed classes " is probably 
inherent in any scheme for the special representation of 
this class other than by nomination ; put the Commission's 
proposals place a peculiarly embarrassing . duty on the 
Governor to certify candidates autho'rized to stand for the· 
tlepressed classes·; and the proportion of· representation · 
which the Cf·mmission suggest, namely, in the ratio. of three ' 
quarters of the proportion of the depressed classes popula­
tion to the total population of the electoral area of the . 

' provinces, 1-1ecms likely to be unduly high. The Government 
of the United Provinces have calculated that in·that province 
the Comm:.,~ion 's proposal would resl\\t ·in the return to 
the pro,Tincial legislature of no less than forty members in 
place of t.hc single nominated member who at · present 
represents the community. The whole problem of tl1e r.e­
presentation of the depressed classes will require c~re­
ful inYestigution by the Franchise Committee ; and at this 
stage we only . wish to make plain that in our view their 
adequate representation should be secured by tha. best means 
that may be found ptacticabl~. Though. there, are some 
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differences of opinion within the community, recent meetings 
of depressed classes associations have re-affirmed their belief 

· in separate electorates. · 
36. _The. representation of· non-Brahmins in Madras.-. 

'Ve agree that the re.servation of se.ats for non-Brahmins in· 
~fadras is no longer necessary. · · · · · 

· · 37 .' The representation of Mahrattas in Bombay.-. 'ILe 
recommendation of the. Commission is that the time has not 
yet come fur the abolition of reserv~d seats for 1fahrattas ; 
but tha"t it may be possible to abandon reservation in some of 
the constituencies in which seats have hitherto been set aside 
f.or ·the 1fa1uatta community. The local Government have 
express~d no opinion, and, pending further examination by 
the Franchise Committee, we retain an open mind. 

Special representation. 
· · 38. The · universities.-We come now to special, as 

distinct from communal, representation. The Indian 
univ;ersity seats date from the time of Lord Dufferin ; when 
they were instituted in the anxiety to make use of any 
corporate body of opinion that _then existed. "\Vhen the 
present reform.s were introduced Lord Chelmsford's Govern­
m-ent found some difficulty in reconciling themselves to · 
their retention. The Statutory Commission, though with 
considerable hesitation, recommend that they should be 
preserved, but the number of seats should not be increased. 
All-provincial Governments, except the Government of Bihar 
and Orissa, agree- in retaining univer.sity representation, 
·and .the same view is taken by the Indian Central Committee. 
In face of tltis evidence we are prepared to accept the con­
tinuance of special· university representation, but we take 
the opportunity to express agreement with the suggestion 
of the Indian Central Committee, which is supported also 
by the Governments of Madras and of Bengal, that in order 
to secure .a more adequate repre.sentation of learning and 
the return of representatives possessing special academic 
qualifications, the franchise in these special constituencies 
should not extend to graduates generally, but should he 
confined to members of the Senate or the governing body._ 
\Ve would observe that this change would not disfranchise 
the general hody of graduates, who may be expected to 
retain their votes in general constituencies, even in the 
absence of the new literary franchise qualification which the 
Commission have proposed. 

39. The great landholders.-The Commission deal at 
some length with the special representation of the great 
la:ndholdert:, and come to the conclusion that since person.s 
possessing t~e speci~l franchise qualifications prescribed for 
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la1idholders' constituencies have ·been returned in consider­
able numbers for general constituencies, their special repre­
sentation is no longer required and should be . abolished. 
The recommendation of the Statutory Commission conflicts 
,,dth the view expressed by the Indian Central, C01m¢ttee 
that this class of special representation should be retained. 
Everv provincial Government, ·except the Governnient of 

. .Assam where there is no special representation of. ~and­
holders, agrees with the Indian Central Co:rmrlittee, :and con­
siders that the special representation of the great landholders 
is still needed, in view both of the position.of that ·class. in the 
country and of the steadying effect which it)s likely to ha~e 
in the new ]egislatures. The suggested abolitio'n of. their 
special representation has been received · With . feelings of 
resentment and dismay by the great landholders themselves, ., 
and one of. the first steps which they took on learning of the 
proposal wa8 to fon11 a representathye delegation. to present 
to His Excf Heney the Viceroy an address, , containing a · 
weighty protf'st against the withdrawal of .. t4eir .. present 
privilege. Partieular objection has been .tak.en by the land~ 
lords themselves to the suggestion made by the Commission 
that, in the' event of their failing. t<> secure. :r:epr:~sentation 
equivalent to the present number of their special. 90nstiiu.~ 
enries, their reP.resentation .should be obtained by nominati?n~ 

'Ve have ourselves no hesitation in holding that .. this · 
. form of special representation should continue~ Both the 

arguments a11d the statistics _used by the Commission might · 
to our mind have been· used with equal effect· to destroy the 
Hpeeial representation either of commerce o~ of the univet ... 
Rities, both of which the Commission retain. We have nd 
reason to think that there was any . :intention on the part . 
either of the authors of the Joint Report or of the Franchi.se ~ 
Committee, over which Lord Southborough . presided, to 
reRtr~ct th~ landholders to. representat_i01i by _1heir; special 
constituenCies. On the contrary,: thete · were at. the .tim~ 
frequent expressions of the .view that their entry. into. political 
life should he en~ouraged.. The success in general con­
stitueneies of ·persons possessing the special landlord· quali­
fication can rightly be regarded as a" l1ealthy · sigb. · of a 
greater ·readiness on. the part of a coi1servative ·class to 
r.e~ognize their o ~liga tio_us and take dp ·political resplni~ibi~ 
hhes under an Increasn1gly popular system .of Govem-. 
ment. But prejudices still survive,· and 'unless special 

· eonstituencies are retained, many leaders of this important· 
class may still be unwilling to expose thetpselves . to. the 
hazards of election by general constituencies ; arid those 
landholders who are elected . by general oonstitu~nc.ies' may 
~rove to be unrepresentative of. ·the landholding·_ interest .. 



Such questions a.s tenancy and land revenue measures may 
.be expected to occupy more· prominently the attention of the 
provincial legislatures in the near future, and in the con­
troversies likely to ensue the landlords can reasonably claim 
that they should not be deprived of their special representa­
tion; at ~ time -\vhen the extension of the franchise may well 
increase the difficulty of their securing I'epresentation on a 
g~neral· regis'ter. • 
. 'V e do not commit ourselves t<) the acceptance of any 

principle· that in the new legislatures the special represent~­
tioii of the great landholder.s should bo proportionate to 

. their present seal~. One difficulty in accepting a principle 
of ·that kind is that the electorates for these special con­
stituencies are nece.ssarily small, and cannot be widened by a 
lowering, of the qualification without destroying the value 
of· the ·representation given. The general view of the 
provincial · Governments is that there should be some in­
crease in the number of landlord seats. The Govern-

-" 
ment· ~f Bombay and the Government of the Punjab each 
suggest one· additional seat to the present representation 
of. landholders in .. those provinces. In Bengal the extent 
of :the repre.sentation of ·landholders in the lower house 
may depend upon the establishment of a second chamber; 
and· similar considerations may govern the special re­
presentation of landholders in the United· Provinces • 
and -in Bihar and Orissa. The precise extent of their 
representation is therefore . clearly a ~atter for investiga­
tion 1 by the Franchise Co:rfullittee. But on the broad issue 
whether or not there ·should be special con.stituencies for 
the· ·:representation of the great landholders, we have no 
hesitation in accepting the view of tbe Indian Central Com­
mittee and of the provincial Governments that they should be 

. ·retained, both in the central and in the provincial legislatures. 
· .' 40. Commerce and industrf.-We endorse the proposal 

of the Statutory Commission that the special representation 
of commerce and industry sltould be preserved. We see 
no reason to differ from the detailed recommendations which 
some provincial Governments have made in this matter. 

' 
. 41. Labour.-The special representation of labour h~ 

an exceedingly difficult problem. When the present reforms 
were. introduced, schemes were drawn up by the Govern­
ments of Bombay and Bengal in response to a recommenda­
tion of the Joint Select Committee of Parliament to form 

. speciaL <·vustitueJ!cies for wage-earners in the citief; of 
. · ijombay and Calcutta. On further consideration the .Joint 

Select" Committee of Parliament decided that it wnul(l l)e 
impolitic to persist in an experiment which those best quali­
fied to judge 1·egarded with considerable misgivings, and in 



consequence the representation of labour was left to n~~a~ . 
tion by the Governor, six seats being set aside for that pur­
pose, and distributed between the provinces of Bombay,· 
Bengal, Bihar and Orissa and Assam. · . · 

The problem was next considered in 1924 by the 
Heforms Enquiry Committee which recommended that the. 
r~vresentation of factory labourers in the provincial councils 
should bf~ increased, and that the local Governments·· 
t-ihould be asked to formulate proposals. · The Com-:. 
mittee expressed the opinion that, if possible, representation 
8honld be by election." On examination it was not fount! 
possible to introduce an elective system in any province,. 
:UJd the action ultimately taken on the Committee's recom~, 
mendation was merely to add four nominated seats, two in' 
Bombay, one in the Pu;njab and. one in the Central Provinces,: 
giving a total of ten seats in the nine provinces h;J.Cluding 
Burma. It was recognized at the ·time that criticism: 
1night be directed to the ·fact that· the only response 
to the recommendation of the Committee. was to increase· 
from six to ten the number of seats definitely assigned· to 
the representation of labour in a country which claims 1 a 
·prominent place in the industrial countries of the world and· 
whose legislatures are avowedly designed to give separate· 
representation to separate classes of interests. It was felt. 
however that in spite of the actual and potential importance .. 
of India as an industrial factor in the world's economy,. 
her worken~ were not then sufficiently organize~ or sufficiently _ 
c.lifferentiated in aim or outlook from the general p9pulation 
to warrant the creation of artificial means whereby· they 
might be provided with representatives in the legislatures.· . 
'L,he conclusion therefore in _1926, as in 1920, ·was that all that 
was necessary or possible was to enable the point of .view· 
or tlw l"till immatui·e \vorkers' organizations·to be effectiv:ely' 
voiced by competent exponents who had made ittheir special. 
study. . _ ' · . . . ·' 

The Indian Central Committee have recognized that un~·­
organized labour must remain unrepresented until . the 
franchise has been lowered to a sufficient degree to enable 
them to win representation in the general constituencies ;' 
but, holding the view that India is on Uhe threshold· of a 
great industrial development, they regard it as of the highe.st· 
importance that means should be provided by which organized 
labour may be enabled to make.its wants known in the legis-

.]atures through representatives of its own. .The Committee 
aecordingly proposed to :-;et apal't eigllteen seats. for the re-; 
presentation of organized lapour in the eight ·provihce3 _and 
recommended that in Bombay four seats should he reserved· 
for labour in four general constituenci~s, and that in the· 
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other pro'(inces representation should be· by separate elec-
torates. ' · . · . 
· .. · The Statutory Commission proceed with· greater caution 
and, Major Attlee· dissenting, suggest that, pending further 

·investigation by the Royal <Jommission on Labour in India·, 
in every pro:vince the_ Governor should have the duty of 
drawing up rules for securing labour representation by the 
means which in existing circumstances are the best avail-

. able~ .. H the. Governor finds that for the present he must 
still resort to ·nomination, he should consider whether there 
are suitable labour organizations which he might consult 
before making his rhoice. . 

.We accept the. principle that the special representation 
of labour should remain, at least until such tin:ie as with the 

· e~t~nsion of the franchise the great majority of their m1mbers 
.qualify- for a vote in the ordinary constituencies. 'V e would 
prefer that their . representation should where possible be 
bv election; but are bound to admit that the possibilities of 
this still e;eem remote. Three provincial Governments, 
namely, tl1ose of the United Provinces, the Punjab and 
Assam, II.lake it clear that they see no present alternativn to 
nominatiou. "\Ve are ourselves reluctant to throw the whole 
burden of decision on the Governor _in person and W(;uld 
rec'onimend that the 'problem should be further examined by 
the ]~rancbise .Committee, befo-re decisions are taken either 
as to the mo(\e or the extent of hihonr.repre~entation on the 
n.~'Y councils. , 

·. · , . Pro·vint·ial exec~ttives. _ 
42. Unitary Cabinets.-,.W e accept the recommendations 

·of the Statutory Commission that the provincial Cabinet 
-should be unitary with every member accepting responsibility 

for the whole policy of the provincial Government. 1N e agree 
that proYision should be made that the· only vote of censure 
which could be proposed would be one against the ministry as a 
1vhole carried after -due notice. "\Ve also endorse the sugges­
tion that the existing scale of salaries. s110uld be alterable only 
by a p1·ovincial statute. 

· 43. Official ministers.-~fore difficult questions arise out 
of the suggestion that when forming his Cabinet the Governor 
acting under the superintendence and control of the Governor 
G-eneral, should decide whether or not to include in it one or 
more· non· elected persons. The Commission propos~ tbn t 
such persons, if -included within the Cabinel, should Lecome 
ex-officio members of the legislature and they have hidicatecl'* 
that they would, so they conceive, ordinarily be experienced 
officials. 

There is son1c viuiety of Yiew in the reports of the 
provinci'~l Governments on this proposal. The Government 
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of :Madras would provide that no person other. than an 
elected member of the legislature should be appointed to 
the ministry except on the recommendation_ or. with the con- · 
sent of the chief minister. The Government of Bombay 
•;vould exclude ministers appointed from outside the ~ouncl~ · 
on the ground that their inclusion would be contrary to the : 
iJrinciple of responsible government. · There are differences 

. of. opinion among the members of the Government of Bengal; 
!-'ome favour a statutory rule· requiring the presence of: an' 
official in the ministry ; others .prefer· to leave it to· t.he 
discretion of the Governor ; and others again · are. opposed 
to any official element in the Cabinet. On the other hand 
all members of the Government of Bengal are agreed that; 
~ave an official, no· person who is 'not already a member_ of 
the. legislature should be eligible for inclusion in the ministrj·. 
Svme go further, and would· make nominated members ·in~ 
eligible. The Government of the United Provinces have 
rnade an exceedingly interesting examination of the implica ... 
'tions and possible consequences of an official minister in the · 
Cabinet. His Excellency the Governor and the service 
member of hif-1 council fayour inclusion, but the. other 
members of the Govennnent consider that a principal secre­
t.ary would be more in keeping with the general. sche.me oi 
the new constitution. All members of the Government of 
tho Punjab, official and non-official with the exception of onl-.. 
minister, would specifically exclude allY official miuister. 
Ju the course of their comments the official members of the 
Governnwnt state that this is a feature--of the proposed 
<·oustitution which has been specially singled out for·_ Mttack, 
and that it has been and will be used as.an·argument to prove' 
that tlw responsibility of the Cabinet is. intended to be unreal. 
In order ihat no gTound. should be left for this allegation, the 
official members of the Government of the Punjab tl.re p1·e- · 
purcd to abandon any official element ii1 the future Cal)inets, 
provitled that other provision be made to secure to the Gov­
(!l'ILCH: the advico which he will need. A very similar line of·· 
r<'nsoning is found in the lettei· of the Government of Assam, 
who s1ate that the mere retention in the hands of the Gov~. 
ernor of the power to· appoint an official is likely to be misun­
.der~thod <.md to engender suspicions detrimental to the accept­
ance and working of the new constitution.- The· Government 
of Bihar and Orissa hold that owing 'to difficulties tn its 

- operation Hw appoinim~nt of an official minister will· he the 
exception rather than the :rule,: and that this .device· for mak­
ing official experience available for the ministry and for the 
Govel'nor will not ordinarily be effective. · They would, how­
ever, acc(~rJt. the p1·ovision in the discretionary form suggested 
hy the Commission to meet exceptional cir~umstances .. for 
itistnuce, the temporary appointment of an official to avoid an 
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i11terregnnm~ The preponderance of opinion in the Qovcru· 
ment of the Central Provinces is that all members of tbe Cabi~ 
net should be chosen from the legislature. · 

" 
. ~ .Th~ suggestion that the appointment to the Cabind of· 
one . or more officials should be discretionary with the 
Governor has certainly .been distasteful to· Indian opinion, 
and we are impressed by. the general consensus of opinion 
ill the replies·. of the provincial Governments that an official 
minister .would be difficult to maintain in office against thu 
~rvishes of his colleagues and would be ineffective. We have 
uo hesitation in holding that there shouJ.d be no statutory 
requirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor's pro­
vince .. ,Ve would be reluctant, however, to depart from the 
re-commendation of the Commission that there should be a 
discretiona1·y power with the Governor to make such appoint­
ment should circumstances so require. We can coneeive a 
situation arising in more than one province in which · 
ministers nmy welcome an official colleague possessing wide 
administrative experience, and in times of communal tension 
ministers may themselves wish to place a particular portfolio 
in the charge of an official, whose impartiality would be above 
suspicion ... In Bengal there is the risk, to which the local Gov­
ernment refer,; that it may be difficult to :find non-officials 
willing to take on themselves the responsibilities for J::t w and 
or~er _in the province. 'Ve have no doubt th~t, before 
appointing an official, the Governor 'vould first have informed 
himself fnlly of the probable attitude of the other members of 
tl1e Cabinet, and on the whole 've think it likely that <lll ofiicial 
member would seldom be appointed, and that, if appoint.ed, 
his appointment would rest on general consent. But for the 
reaBons which we have given we agree with the Commis~ion 
that the Hove.rnor should be free to exercise discretion in the 
matter. A suspici01i exists. that the appointment of officials 
may b~ used t~ restrict the s~ope of responsible self govenL­
ment, but we have endeavoured to explain that, in our ,·iew 
.of the use which the Governor will make of his diseretiomuy 
power, ~mch suspicion is unfounded. If, however, it was 
thought desirable, we would agree to a suitable, provision on 
the point being inserterl in the Instn1ment of Instructions to 
Oovernor,g. 

· · One of our colleagues, however, :fillds himself unable to 
accept the 'position wl1ich -we ha\'e adopted on tbis matter, 
and considers that the Governor should possess no power ,to 
appoint official ministers, -\vhose presence in the Cabinet our 

. colleague finds himself unable to reconcile with the principle 
~f joint responsibi~ty. · · 



44. N.on-elected non-officials.-With regard to the inclu-_ 
sion in the Cabinet of non-officialnon-elected persons, we con~. · 
sider that. objections can be .met by pr~vision on the line8_'o( · 
sub-section (2) of section 52 of the present Government of 
India Act that, save an official, no minister shall hold office 
for u longer period than six months, unless he is or bec(lmes 
an elerted member of the legislature. 

. ,' . t. 

. 45. Communal representation in the Cabinet.~llinority. · 
communities attach great importance to securing representa~ 
tion in the Cabinet, and disappointment has ~.wen expressed 
at the c:onclusion• reached by the Commission that _it' is, 
impo~sihle to have any rigid and formal 'provision ·in the. 
math~r. The elaim that l\Iuslims should be guaranteed 
Cabinet representation was put forward as on~ .of the 'de~· 
mands of that community in the resolution 'of the ·all-India· 
~[uslim Conference which met at Delhi, on the 1st' Janu·ary 
1929, and the counterpart .to the :\Iuslim d.emand is founti in:. 
daim~ put forward, for instance, on behalf· of Hindus·; and · 
Sikhs in the Punjab. The problem is discussed at some_ ; 
lenf,rfh in the letter of the Government of the United Pro-:· 
vinreF~, and inte~esting references to the. attitude. of the Sikhs 
~nd of the Hindus in the Punjab will be· found in the minutes 
of the Hindu and Sikh l\Hnisters resp~tively of t_hat province.: 

· 'V e agree that for the reasons which· the Colllinissio~ . 
have given it will be difficult to make statutorv provision 
guaranteeing representation in the Cabinets t~ minority com- ~ 
munities. The view which we take is that in practice the de- . 
sire for peaceful administration wilLin the natural course o(. 
events lead the majority to enlist representation from other 
oommunities in the formation of the Cabinet, and further in~ · 
ducement in the same direction will be derived from the par­
liamentary value of minority groups. We believe, therefore, 
that where the minority is influential and commands support 
in the legislature, it will be able with ·some confidence to count 
npou Cabinet representation ; where the min(_)_rity is small, . 
1he prospect of its r£1presentation must necessarily_ be morA 
doubtful. 'Ve do not fail to recognize the strength of minor-

. ity appreh(lnsions regarding the composition of the new e~eCll., · 
tives and for that reason we are prepared, · if no other 
means c\f meeting these apprehension_s <\An be suggested, to 
give a general support. to the su~geshon put forward }>y the 
Government of the Umted ProVInces that the Instrume11t of 
Instrnclions to the Governor slwuld include an obligation to · 
attempt to secure representation of a minority community 
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in the, Cabinet, where such minority is in his opinion of sutli · 
cient importance -to warrant it. 

4<i. The chief minister.-It iol1ows that we do uot con­
template leaving the selection of ministers to a chief minister. 
The formation' of the. Cabinet must be reco.guized to be a 
responsibility imposed by the constitution on the Governor. 
The position has to our mind been correctly stated by the Sta­
futory. Commission. We· share with the· Cmmilission the 
e:tpectatiou that there will ordinarily be a chief minister 

· whom the Governor would consult before appointing other 
ministers. · But the minority problem makes it essential that 
there ~ho~ld be no constitutional requirement for ihe appoint~ 
ment 'of a. chief minister in all provinces. The misgiving:-; 
of the minorities would be immensely aggravated if the 

. function. of the Governor were to be limited to ·selecting a chief 
minister and leaving to him the choice of his colleagues. 
That method might -be found appropriate in some provinces 
where the minority problem is not acute .and where political 
cond~tions are comparatively advanced, and we have no· doubt 
that there, while the constitutional responsibility "ill continue 
to rest with the Gov;cn10r, tho precise relationship between 
the Governor and the chief minister in the formation of the 
Cabinet would rapidly come to be governed by conventions 

· locally established.. In other provinces where conditions may 
·be less favourable, public feeling may require that the seleetion 

of each member of the Cabinet patently rests with the Gover­
nor alone; tho:ngh exercised, as it must inevitably be1 after he 
has :fir8t inforntcd-himself of the state of political opinion and 
the relative pm;;ition of the various parties in the legislature. 
ln sue]: provin~es we anticipate that Cabinet::~ may for some 
years to come :require to be formed definitely on coalition 
lines. · · · 

47., The Cabinet secretary.-The improbability on which 
we have remarked that reliance can be placed on the presence. 
in the provincial executives of official ministers hag directed 
ineTeascd attention on the part of the provincial Governments 
to the suggestion made by the Commission• that then~ slwnld 
l;e <~stabJished 8 post of secretary to the Ca.bi;net held by a 
dvil·servant who would not only be responsible for keeping 
the l·ect.·rli, but would have direct access to the Go,·ernor. 
1'he c.:ffieial member~ of the Goyernm('nt of the Pnnja b havu 
taken up this suggestion, and give it prominence as a condi­
tion of their assent to the abandonment of official ministers. 
They <~o:nh~mp~ate a· principal secretary who would also be 
Jhe Cabinet secretary, but with enlarged functions and in close 
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touch with the Governor, th~ ministers and ·all · depal't~ 
mcnts of the l:iecrda'rlat. ~imilar support is given to the 
proposal Ly those 1nembers of the Government of the U~ted 
Provinces who do not favour an official minister. On· the 
other hand, the Government of - :Madras, while . they 
sr•pporl UH~ appointment of a Cahinet secretary,,· place 
him definitely under the control of the . chief minister: ail4 . 
allow him no acces:-3 to the Governor without the· knowledge 
of the ministry. In other provinces recog1lition of the ~u~ed 
for supplying the Gm·ernor with rompetent official advice. has 
prodnred Rnggcstioni-; whirh, :while they roincidc in their in~ 
tention, difTer in their form. ~The Go,·crnment ofAssimiacl­
,·orate the nppointment of a financial adviser of. high st~nd­
in~. wlh> woultl he the head of the Civil Set-vic<'' m1d outside 
c~1-hinc·t. The view personally expressed hy Hjs JiJxcellency 
the Governor ot Assnm is that he regards the preseuc·e of a 
financial adviser as a necessary conclition for· the establish:.. 
mcnt ,,f a fully re~ponsible Uabh~et, a11<l that it is only o~1th.e . 
understlmding that sncl1 an appmntment would .be guarante~d 
t.h,lt ho is ahle l1imself ta reco-q1mend for Assam the appoint- . 
ment of a ministry entirely drawn from the legislative council. 
'The suggestion is put forward not only on the g'round th~t it· 
will.be neeessary 1(J supply expert arlvie'e on iinc-incial' hnd .. 
l'C'\"ClllliJ matter~ to individual members of the Cabinet or the 
Cahiuet as a wlwle, but to ensure that ·the Go\·ern~r slu~li 1Je 
able to rr.ly on administrative experience of a high order .in 
the event of a hreakdow:Q., and to secure the efficient working 
of the permanent civil service. The views of ·the Gqvern­
ment <,f tlw Central Provinces tend somewhat' in the same 
direction. They h,old that the need for ·.expert advic(' to the 
miuistry and the advantage of having an official •>f standing ' 
in clos'' touch with the Governor and his ministers are patent. 
'rhey Knp;gest that. the best plan for securing this advantage 
will be to arrange for a financial · or revenue advis~r or 
C~mmi~sioner, who ~ight attend ya_binet. di~cussio~s .• when. 
1us }Jreseuce was desued by the .Governor or the mlnistei's, 
and tl1ey believe that sn.ch a plan would be preferable to 
that of a Cabinet secretary standing in some specialrelatio:b 
to· the. G~vernor. The Government of." Bengal Rupport the 
Comnnsswn 's proposals for the appmntment of a Cabinet 
secretary, but recognize. that the Gover\ior may still be left 
in ignorance of important facts affecting the administratioli. 
They suggest that the Governor should have an e:xpe:rt nd­
\iser on his personal staff. .The need for· supplying· the Gov­
ernor with sj)ecial official assistance in the discharge of the 
onerous respo1isibilities which will pass to him under the new 
system is nowhere more strongly expressed than in the letter 
of the Government of Bihar and Orissa. The duties likely to 
IA149RD .. 



fall to the expert adviser are discussed, and His Excellency 
the Governor pt·esses for an ·appointment of that kind, to 
L·usure tl1at the Governor is in a positiou to carry out hi~ 
duties. 

· . Through these comments there runs a double line of 
thought. The first takes the point that the Cabinet itself will 
x:cquiro assistance not only for the maiutenanca of its re­
cord, lmt also that the members may have the benefit of past 
experience of Cabinet administration secured by a continuing 
post. The secor1d line of thought relat~s to what we regard· 
as ~ distinct problem, Immel); the necessity of giving the 
Gov(:rrnor the· assistance of e:xpe1·ienced advice, more. parti­
cula:rly fC!r th£> due exerci~c of hh; over1iding powers. 

--· Of these two requirements the first could, in our view, 
be met ·on the lines ;suggested by the Commission for the 
appointment of a Cabinet secretary. Such an officer would, · 
as' the Commission propose,• "have direct access to the Hov­
ernor ~ so that, whether His Excellency .was present at a given 
meeting or not, he would be· kept impartially and fully in­
.fonned of the course of business". He would, as in England, 
be tlte servant of the Cabinet ; his function would be to assist 
the· Cabinet in the discharge of its duties and, though it 

.would of · course be open to him to approach the Governor 
.on_any matter, he would not do so without the cognizance of 
ministers. · .. 

. 48. Official advisers to the Governor.-· We recognize the 
need which Governors will feel for experienced advice in the 
exercise cf their overriding powers. There may be special 
circumstances in some provinees requiring special treatment, 
but, as a general practice, we contemplate, and to this 
we attach importance, that the various secretaries to Gov­
ernment will continue to have acce.ss to the Governor. 
1\r e anticipate that ministers will themselves approve this 
continuance of the present practice but will expeit, and in our 
opinion reasonably, that they should be kept informed of any 
communications made to the Governor by their secretaries. 
We are indeed rloubtfnl whether it is possible in this matter 
of supplying the Governor with experienced advice to make 
precise or specific provision. The Governor must be free to 
obtain advice from any source that he· may select, and much 
'will, of co1use, depend on the Governor's own perscmality. 
We would assn,me that the l~cal practice ·which 1nay vary 
from province to province w·ould grow and develop in such 
direetion as locateircumstances may render appropriate. · 

\ 
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49. The overriding powers of the Govemor.-It ·i~ 
generally recognized that for the reasons given by the CQm-: 
mission• it would he neither practic.:'lble nor desirable at' once 
to create the position that the Governor should be bound 
on all subjects by the advice of" his ministers. The need for. 
overriding powers is admitted by all _who appreciate the 
ultimate responsibilties, which Parliament must still retain' 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance .which 
the minority communities will repose in the Governor for 
their protection. 

Under the presel).t constitution the powers of the Gov.;· 
ernor to override his ministers are theoretically unrestricted.;. 
'Vith the exception of. the Gov~rnments of Bombay and of the· 
Central Provinces all the provincial .Governments accept the 
views expressed by the Commission, first, that in the new pro ... 
\incial constitutions the Governor should, on the administra-+. 
tive side, be ghyen statutory power to direct that'aetion should 
be taken otherwise thari in accordance with the advice of his 
ministry only for certain specified purposes ; and, second, that 
in all such matters the Governor should be --subject to the 
superintendence, direction and control ·of. the· Governor 
General. Similarly it is agreed that the purposes for. which 
the Governor is given oveniding powers should be statutorily. 
expressed. · 

The view taken by the Government of .B<?mbay :is .that,:, 
while the Governor appears to be the only authority. to whom 

. overriding powers can be entrusted, his responsibilities are 
so great that with him must remain all powers not expressly 
transferred to the ministry and to the legislature and that.-it 
might be preferable not to embody these powers in the. rigid 
language of tl1e statute. ·On the other hand, the argument 
developed by the Government of the Central Provinces ques­
tions the use of overrirling powers over ·the normal . adminis· 
tration of a ministry, and suggests that they ·should. be left 
yague so m: to roYer· only tb(> obligation~ imposed on the Gov- . 
ernor by his Instrument of Instructions. , •· . · · 

. l~\ 

The view wl1ich we are di~pm:;ed to take is that the· ove:r­
rirlin(J' powers of the Go"Vernor shontd be rlefined in the statutes 
but that no closer rlefinitiou shonlrl he attempted th9-n is made 

.. - . - ~ . 
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by . th~ Commission. • If the powers were to 
be so }Jreciscly .specified as to be capable of judicial 
iD.terpretation, a tendency might arise of subjecting all pro­
ceedings of the ririnistry to .the test of the overriding powers 
of the G·ove1·nor. .Any such .tendency would in our view be 
wholly inconsistent with the spirit of the new constitution, 
and, i_f pursued, might well prejudice the entire scheme or the 
:reforms.· 'Ve are aware that some sections of Indian op1 .. 
nit•n · with wl1ich one of us is in agreement would 
favour restricting ·the first of the overriding powers 
mentioned by the Commission to the subject SJlecifically of 
law and order. But those who hold that view appear to us 
to overlook the essential·point that the purposes of interven­
tion are not necessarily co-terminous with the administration 
of particular subjects. At the same time we wisl1 to make 
"it:'c~ear· that we anticipate that the use by the Governor of 
hiS. overriding powers:· \vill be infrequent and res,erved for 
exceptional occasions,·· when no other course s"eems appro-
I?riate; · , 

. ··.·"There' is one new categorJ of oYerriding powers suggested 
by_.the offici~ ~embc1·s of tl~e Government of the Punjab .on 
which· some bnef comment IS needed. The p:coposal whiCh 
they make is that the Governor ~"thorild possess special powers 
to secure the financial stability of the provi;nce, and they 
explain that they have in view some power to defer too 
hasty action, in the interest of the broader financial issues. 
The· particular instances which they cite are the re­
linquishment of substantial revenue, or the acceptance of 

·large schemes involdng p1·ogressive recurring revenue expen­
diture~ which could clearly only be financed eventually by re­
course to extraordinary receipts or loans. It seems clear that, 
though in such. matters the· use by the Govenwr of over­
riding powers might ·be due to an anxiety to maintain the 
financial stability of the province, in effect an exceedingly wide 
measure of admini:o;trative interference would he involved. 
\\' e are inclined to agree with the Commission that such a 
power of· intervention is undesirable, and should prefer to 
rely. on the Hovernor's persuasion and guidance to prevent · 
overhasty action. 

We ngree with the suggestion of the Commissiont that 
the Governor's power of securing the passage of rejected bills 
by certification and his power of restoring rejected grants 
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should correspond to the range of his special . power~. ; tQ · 
control executive action. 

50. Fundamental rights.-. It has . been represent.eQ. ·. 
to us that the overriding powers of the Governor 
for the protection of minorities will . be · _ ~effec~ive, · 
and we have been strongly presse~ to provide s~pa:. 
rately for this purpose by a recital in the Act .,of .. funda ... 
mental rights. In the time at our disposal it has not been 
po~siblo for us to examine the qne3tion full~~ or in particular; 
to iin·cstigate the difficulties, which arise both. as regar4s the 
definition of such rights, and the selection of rpeans by whlcl1 
they could be made effective. The subjects to be covered .• ~y, __ 
these rights are by no means'matter of agreement .. Their: 
nature would require careful scrutiny. If they are expressed, 
in the constitution merely as so many general .. political · 
n:.axims, they are unlikely to· serve the. purpose for which. 
1 hey arc framed. On the other hand, at first sight there seem· 
to i1s to be objections to making at least some of such rights· 
justiciable. If administra five decisions· · of·,· all kinds· can· 
he taken to tho co~rts, grave disadvantages .and em~· 
harrassments may be .expected' to ensue.· There · m.ay; 
however, be some via media between these two alternatives. 
'Ve refrain therefore at this stage from pres&ing our -consl-' 
deration to a final conclusion, but we remark that, owing to 
the importance which the minority communities in particular­
attach to this matter, it is likely to form the subject of keen: 
discussion at the Round Table Conference. . ·. · . :. 

51. Emergency provisioa-While :£:larliament · r.eniains · 
responsible that there are Governments in the provinces, and· 
that they fun~tion, special proruion is needed.in .the constitu­
tion for a state of emergency in the event of a breakdown of·· 
t lw constitution. There has been littl~ criticism of the sngges:. . 
tions madP by_ the Commis~ion• to vest the Governors with ad­
mini&trative powers for that purpose and, subject to fur­
ther examination in detail, ~we accept their proposals in prin-' 
ciple. \\,.. e remark, however, that under the present c~nsti­
t.utiou Governors do not '{>ossess powers cot-responding with 
those of the Governor General to make and promulgate 
ordinances, and it has been suggested. f:O us. that if powers 

·of that _description were now to be given to them, it mi~ht 
be. proper to make the use of the power, except in sudden 
emergencies, subject to the consent of the Gove"rnor General.. 
'V'e put forward this suggestion for your consideration. ... . -

52. Backward tracts.-'l,he provision in section 52-A 
of the Gov~rnment of India .Act empowering the Governor 
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General in Council to declare any territory in British India 
to be a backward tract dates from . the last reforms. 
lt originates in the recommendation made• in the Joint 
He port . that t.l;le typically backward tracts, where the· 
people are primitive and there is no material on which 
to fQund political institutions, should be excluded from the 
jurisdiction of the reformed provincial Governments and ad­
ministered by the head of the province. ~I uch care and con­
sideration were spent both in the selection of areas declared 
b~ckward tracts, and in the arrangements made for ..their ad­
zn.inistration.' Broadly speaking, the result was the creation of 
two .classes of backward tracts,. those wholly and those 
partially excluded from the jurisdiction of the reformed 
Hovernments. In the latter there are considerable varia­
tions in the degree of their exclusion. . ' 

The Commission recognize that there are areas the in­
habitants of. which are in a lower state of civilization than 
their neighbours; and agree that for such ateas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases- an area now notified 
as a ·backward tract is so advanced that its special treat­
ment ·need not be continued. .A,ction on this suggestion has 
already . been taken. There are no ·backward tracts in 
Bombay, the United Provinces or the Central Provinces. 
The Government of the Punjab state that there is now no 
need for the special treatment of Spiti and Lahaul. The 
Government of · Bengal are investigating whether the 
Darjeeling district should continue to be in any degree ex­
cluded from the normal constitutional arrangements of the 
province, and will report the results of their enquiries later. 
'The Government of Bihar and Orissa state th.at there are 
parts of Chota Nagpur, of the Santa! Parganas and perhaps 
of the Sambalpur and Angul districts, which need not ba 
retained in a special position. In .Assam, as in Bihar and 
Orissa, tl1e backward tracts are of particular importance. 
'Vhile most of the tracts now notified must continue to receive 
special treatment, there is some difference of opinion about 
isolated areas. 'l'lhe opinion in :l\Iadras is that the existing 
-buckward tract~ cannot yet he brought entirely under the 
:i:wrmal administration. We welcome the re-examination or 
the position which provincial Governments have made and · 
are making at the instance of the Commission, and accept the 
principle of reducing the number and area of the backward · 
tracts wherever possible. There must, however, still remain 
large territories which all are agreed must for some time tn 
cmne remain outside the scope of the reforms. For. the future·. 
adJninistration of these areas the Commission have made 
important proposali. 
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The Commission appear to have been ·impressed pri- · 
marily with the need to provide adequate funds ·.for. th& -
development of the backward tracts, the most extensive of 
which fall within the poorest provinces, and reach· the· c<Jn­
clusion• that " only· if responsi~ility for · the _ backward 
tracts is entrusted to the centre, does it appear likely ·that 
it will be adequately discharged"· They fortify that con­
clusion by the argument that if unitary ministries· replace 
c.lyarcbical executives, the backward tracts should on· con­
stitutional grounds be excluded from the area of responsible 
goventment. It is suggested that they should not, like the 
minor admii~strations; be placed entirely outside the borders 
of the Governors' provinces, but the · central Government· 
should use the agency of the Governors for their· adminis­
tration, and by resort to its control of the all-India·services 
should enlis,t from the adjacent provinces .the services 
of officials familiar with local methods. . The -:.Commission 
contemplate that members of the provincial, and -• possibly 
of the subordinate, services should also, whe~ . expe~i~nt' 
be obtained from the provinces. The arrangements proposed· 
for partially excluded areas contain even greater:. complica­
tions. Partially excluded areas would continue. to· send r~- · 
presentatives to the local legislature, and the Governor, a.~ 
the agent of the central Government, would decide how. far 
local legislation should apply to them. The extent to which~ 
the Governor will act in consultation with ministers is to 1:-e 
regulated by rules made presumably by central authority.· 
Th~s& tracts would be under the same system of_ taxation for 
provincial purposes as the rest of the province, arid the pro­
vinrial revenues raised within them must be spent upon them .. 
Any additional funds that were needed would 'bonie from· 
central revenues. ' · 

\Ve see grave "difficulties in these proposaJs, which. have 
been criticized by· several local Governments. :-For th9 
administration of the Chitta gong Hill Tracts,: the Govern.:. 
ment of Bengal prefer to retain the present ·system With ~ . 
such modifications as ·may be needed. A. similar view is 
held by the Government of Madras for the future administra-· 
tion of the backward tracts situated •i;n that province. It 
is true that the Government of Assam support centraliza­
tion, but in their case the prospect of transferring from .the 
proYince to the centre the cost of administration has-proh:­
ably been a considerable inducement. -At the same time the 
Government of Assam· entirely withhold their support .from 
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the Commission's scheme of partial exclusion. The argtt­
m~nts against c'entralization seem to us to have been wen 
set" ·out by the Government of B~har and Orissa. There is 
little reason to. think that the Federal Assembly will be any 
more ready to gra~t funds than the legislature of the pro­
vince within whose boundaries the particular backward 
tracts are situated. The comment of the local Government 

_that the Assembly will have little knowledge of and take no 
interest in these areas is in our belief likely to be justified. 

· 'Ve. doubt moreover whether the Governor of a province . 
c.;ould appropriately be required to act as agent on behalf or 

·the central Government. · The financial arguments which 
were so prominently in the mind of the Commission seem to 
us less conclusive in view of the proposals which the Commi~­
siou have themselves made for placing the ·new proviD:cinl 
Governments. in possession of more adequate funds at tlH~ 
·expense, it,may be, of central revenues. "\Ve fully appreciate 
the various points which the Commission have• taken ; but 
, we think it not unfair to co~ent that the simple form or 
. administration suitable • to ·the backward .tracts per se 
'involves· a lower scale of expenditure than that of the more 
developed distri~ts. · 'Vhen their needs rise to the same level, 
the time for treating them as backward tracts will have 
passed. Our present disposition, therefo1·e, is to maintain 
the link between the provinces and the ·backward tracts 
without interposing central responsibility for their adminis­
tration. :It may be necessary to retain some areas under 
the sole administrative control of the Governor. ·In other~ 
whtre· the jurisdiction of ministers and of the provincial 
1egi~lature has already been admitted, the Governor may 
need no more than a general power to control the application 
.of central and provincial enactments. The whole subject 
will, however, require· further detailed consideration. In 
,Assam where the area of the backward tracts is so great, 
special arrangements may be needed and the Commission's 
scheme of centralization may be found to be the best solution. 
In Bihar and Orissa the problem is likely to be connected with . 
the question of the formation of a separate province for tlte 
Otiyas, and should be considered by the Committee charged 
1vith the Investigation of that problem. · 

·,On a minor point, we h·ave no objection· to the Commis­
sion'&- proposal that the somewhat derogat_ory term "back­
ward tract" should be discarded· in the statute, and give­
place to the more colourless designation " excluded area "· 

•volume n, para • .129. 



. 53. The High Courts.-Amongst subjects not ·intima tel}' t 
connected with constitutional issues of fundamental i~pof~' 
ancc arc the recomm~dations made• by the CommissioD;_ t:Pat-~ 
the charges of all H1gh Courts, including the Chief Cm~rt of · 
Oudlt and the courts of the Judicial Commissioners of the, 
Central Provinces and Sind, should be put upon c~ntral r~ve-:-. 
nues, and that the administrative control of. all such courts i 
should be exercised by the Government of India ·and not -bj:~, 
provincial Governments. "\Ve have made 'a summary _cxami .. · 
nation of these proposals and have received in very· general 

· terms the views of the courts and the local Governments con- • 
cf.rned. The material before us however is not sufficient for· 
the adequate consideration of _these recommendations,-. the: 
financial und administrative as-pects of which, intricate :in· 
t.hcmt·Wh'es, will require ·detailed exploration, in, 
cons~Uation with local Governments, in the light of the «l.eci-:-; 
sions reached on the larger constitutional issues, and~ we a~e. 
of opiniou that they could be more conveniently approached, 
when those decisions have been arrived at. As regarrl~ the .. 
appointment of judges, we agree that · while pernmneilt: 
appointments to High Court judgeships should continue to_ 
be made hy His 1\Iajesty the King, all other appointments to 
High Court judgeships and all appointments to judge~hips ~ · 
courts of lower status exercising silnilar jurisdiction ·should' 
be made h~ the Governor General in Council .. We ·presume · 
tlmt the distinction which appears to be drawn at the crtu of 
paragraph 346 of the report between the appointment. . of 
additional judges by the central Government and the appoint-~ 
ment of temporary judges by the Governor 0 eneral is not deli-; 
berate, and that the proposal is intended to be as expressed:­
!!l,ove, i.e., only a slight extension of the existing practice in 
so far as High Courts (other than the High Court of Calcutta . 
to which officiating appointments arct already made by the. 
Governor GC'neral in Council), and the Chief Court of 011Jh, 
arc concerned. From the reference in the first part of ihis 
paragraph to the courts of Judicial Commissioners we assmne 
that the recommendation applies ,to appointments to these 
courts also, and ,\?e agree that no differentiation should be 
made in the manner of appointing j~dges to High Courts 
(except in the case of pernument appointments which Jmve 
always stood upon a different footing), e:nd to other coni'ts 
whir h diseha rge most of the functions of a High Court. · · \V e 
cm1template that in all cases where appointments are 1nade 
bv tho Hovernor General in Council they will only be n1ade 
after close consultation with the Governor. · 

PROVINCJ.A.L FINANCE. 
54. Control of finance in the provinces.-The proposals of 

thP. lndian Statutory Commission contemplate the grant to 
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the provincial Governments of very full powers in respect of 
:finance.· Extermil control by the central Gove1·nu1cnt i~ C\)n­
.fined to th~ control of borrowing and to such control over pro­
vincial tnxation: as will follow from the powers of superin­
tendence which the Commission contemplate• that the 
centre .should exercise ; and the extraordinary powet·s of 

. the Governor on the financial side are only designed to enable 
him to secure supply over the. limited field in which .he hCJlds 
in reserve 'special powers, or to carry, out dire.ctionH which 
he may rec~eive from the centre. The Commission· have deli­
berately rejected the· suggestion ·that the Governor ·should 
be granted special powers to secure the financial stal1ility of 
the province. For the reasons which we have already ex­
plained '''e c·oncur in that conclusion. In accepting the Com .. 
mission'R proposals generally we desire to add that the main­
tenance ,of a strong Finance Department in each provinee js 
a" matter ·of great importance, and the special posH.ion 
accorded to the Finance Department in Part Ill of the Devo­
·Iution rules should be retained and specifically proviiled for 
iu the new constitution. ; 

. : .·55. Sir Walter Layton's scheme: its connection with the 
general constitutional structure.-It is convenient to deal at 

. this point with the proposals madet by Sir 'Valter Layton, 
·which have as their main object the provision of adequate 
financial i·esources for the provincial Governments.· / 

~ ! • 

· .. : .~~rhe working of these proposals might be facilitated by 
the 1·ecommendations which the Commission have made: for 

. the recom~titution· of the· Assembly as a ·Federal AsF>enably, 
indirectly elected· through provincial legislatures. We shall 
<>onsidcr dsewhere how far these recommendations, 'vhich 

. are pl"imarily based on other grounds, are capable of adop­
tion. Here we would only remark that if the CommiRsion 's· 
p~oposals for representation of the provinees in the As­
sembly were to be altered, it 'vould not be impossible to 
devise other methods for giving t·epresentatives of the pro­
vinces a joint opportunity to consider the voting of taxes 
ror the provincial fund. A suggestion which might be consi­
dered in that event is that the provincial councils should elect 
representatives to fonn a separate inter-provincial council, 
wl1iclt should consider proposals for "provincial fund,. 

, taxation before their submission to the vote of the central 
legislature. "\Ve recognize that this alternative does nut 
p~ssess the direct advantages of Sir 'Valter Layton's scheme 
an't we put it forward .for cousideration only in the event 
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of indirect election to the Federal Assembly not being 
approved. - · · · 

56. Preliminary comments on Sir Walier Layton's scheme. 
-Tur~g now to the purely :financial aspects of Sir Walter 
Layton's scheme, we have, speaking generally, approach­
ed it with a predisposition in its favour, maijlly b,ecari.se ·it 
aims at the establishment of a uniform basis for the financial 
settlement~ \vith the provinces. Such .. an arrange1nenf is 'in 
every way preferable, if it can be shown to be workable 'in 
practice, to what seems to us the only' other alternative, a 
separate settlement with individual provinces on_a basis.of 
needs. It is, how~ver, essential to examine it closely; in 
order to test its practical working, and we find it necessary 
to make two preliminary comments. In the first place, ·the 
scheme as a whole contemplates within. ten years the ab..'l.n­
donment by the central Government of about 12 crores of 
their revenl:le and the imposition by the provinces· of 2-.1 crores 
of new taxation .. It is conceived in a spirit of optimism 
wldch we fmd it difficult to share, having regard to the general 
economic conditions, with which India and indeed the w·odd 
in general are likely to be faced in the years . immediately 
before us, to certain omissions in ·sir Walter Layton's sur­
vey of th~ central Government's P.os~tion to which we ~ha~ 
refer agarn, apd to the reluctance which may well· be felt by 

·the representatives of the people in the proyinces to imposo 
ne'\\; burdens of this magnitude. · Of the new items of ta:Xation 
suggested, the proposed tax on agricultural ~cowes involves 
highly controversial iss~es, and the termipal tax would,· if 
introduced generally on the scale proposed, be open to serio-;IS . 
objcctiou from the economic standpoint. Sir Walter Layton 
has r.lso, in bur opinion, overestimated receipts, especially 
the revenue likely to be obtained from· the taxes on tobacco 
and matches. F,or all these reasons we fear that his e~thnate 
of the. pos8ibilities of fresh taxation may prove to. be very 
wide of t1w mnr"K. In dealing with agricultural incomes ~ir 
Walter Layton makes the remark• that" increased produc­
tivity tog£-ther "'ith the rise of prices since pre-war days ·has 
euormous1y increased the money value of India's. agricultural 
products ". This statement is open .. to serious challenge, 
since at the present time the prices of three at least of India's 
most important crops, _cotton, jute and wheat, are actually 
below pre-war levels, while others, such as oilseeds and 
gronndnuts, are but little above them, and -this decline had 
set in even before the report of. the Indian Statutory. Com­
mission was published. It is scarcely too much to say .that 
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Ute tnost t;eri~us economic problem, With which India..-..along · 
. with other agricultural countries-is faced, is the rl~clino in 
.value of her main products. 

'. Our second general comment is that the application of 
the scheme to individual provinces has not been worked out 
by Sir Walter Layton in detail, and, as will be seen later, it 
is when we come to the detailed application of the scheme 
that some of the main difficulties arise. · 

·, 57. Sir Walter Layton's assumptions as regards the cent­
ral Government's surplus.-We. propose to examine the 
schen;te from two points of view, first in its .. reaction upon the 
~utral Government, and second in. its application to the pro­
~vil!ces. · Sir :'Valter Lavton calculates· that the central Gov­
lrnment should after 10 yeat·s, on the present basb of taxa­
tion, have a surplus of 14} crores, arrived at as follows :-

. 
-.Plus.· 

Customs. 

Income .tax 

.Army: 

- Minus. 

• • 7-j Civil Expenditure • . 3 
t 

.. 
5 Opium 

7 

. . 2 

-
+19} -5 

., . 

, Out of this the ctentral Government should be able to distri-
Qute to the provinces :-· . · 

·· (a) Half theincome-tax on personal incomes 6 
. (b) Net proceeds of salt duty (allowing for an in-
. · crease of 1 crore after 10 years) 6 
( t!) Balance of duty collected on foreign imported 

liquor over 30 per cent. . . . . ll 
' . . 

Off-~et by yield from commercial stamnd 
which will be transferred to the central Gov-

.. · ernment • . ----;. .-1! 

12 
-

· Sir '\Valter ·Layton's hypothetical table• actually anticipates 
tbat, w~.en at the end of ten years this distribution to pro­
vinces lthS been completed, there will still be in the centr.-tl 
Gover:nn,eLt 's budget ·a surplus of 4! cro.res ; and hia ·scheme 
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after ten ·years contemplates that a certain definite anr\ m..: 
creasing proportion of the. custom.s revenue should. be paid .' 
into the provincial fund. He does, however, recognize ·-that · 
this prospective surplus may be affected by a numl>er ·of 
factors which are uncertain. 

58. Sir Walt~r Layton's assumptions ·exalnined_ in de- .. 
tail.--'V e now proceed to examine in detail the assumptions 
ruade· in the a hove cqlculations. · · · ., . ·. , ·· ' · · 

1 • J ' 

(1) Customs.-In view of the importance of this·· head of 
rcnmuc among the few which are left to the·central Govern:. 
ment under Sir Walte.r Layton's scheme, we have had a spe­
cial examination made by ·the Central Board of Revenue, 
which is printed as one of the_ appendices.• ··It· \vilL.: be 
seen that·the Board do not accept Sir Walter Layton's cal­
culations, but that for au entirely different reason--viz.,- the 
great possibilities which lie in the development· of motor 
transpol't-they have arrived at the conclusion that in 10 
y-ears, providerl that there are no se.tbacks· due to extraneous 
mfluences, there should be an increase under customs of from 
7.8 to 10.4 crores. We would add that some allowance might 
also be made for an increase in the revenue from the duty 
on E:ilver, Sir 'Valter Laytqn having accepted the estimate in 
the present budget of 1 crore which on the basis of past ye·ars' 
importa is likely to be exceeded. Therefore,. so far as cus­
toms are concerned, even if. the Central Board's estin1ate· is . 

· somewl1at optimistic, we do not challenge' Sir Walter Layton's • 
fi!,'llre of 7 i crores, which seems sufficiently conservative, pro­
vided always that. economic conditions in those years are 
;rcaeonably good, and that there are no _substantial changes in-,. 
the Government's tariff policy. These two q~alifying pro._,­
vi8os ure of great importance. As to the first, a continuance 
of th~ present trade depression w·ould reduce both the valuo 
of our exports and· the consuming po,ver of the people-, and 
these conditions must lead to a diminished volume of imports. 
As to the second, the presen.t tendency of articulate. political 
opinion in India is strongly in favour of increased protec­
tion, and if this opinion obtains an increasing influence on 
'Government's policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, with 
a resulting decrease in Government reyenue. Nor can we 
lea\.'e out of account the possibility that there may be a ~trong 
demand that an increasing share in motQr taxation .fllwuld 
he transferred to the provinces, or be earmarked in some way 
for road development. There are thus grave elements .. of 
insecurity in the position, and the .f~ct. that th a pos~ibility: ~f 
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irilprovenient seems to depend mainly upon one uncertain 
·item is ari additional reason for caution. 

· . (2) lnc_opze-tax_.-It is not necess_ary to discuss at length 
the sug:;eshons which have been made by Sir 'Valter Layton 

· for increasing the return from income-tax by lowering the ex· 
, emption lim!t and st.eepening the gradation of the tax. These 

are suggestions whiCh haYe been examined more than once 
before, and there are considerable practical objections to 
tltem. We include in the appendices• ·an extract from a note 

. by, the f..~nior. Member· of the Central Board of Revenue on 
the, eubject. Nevertheless, if there were to be a strong de­
mand from the general public or from provincial Govern­
ments, t.h~ possibility of increasing revenue in these ways 
might well be again explored. As regards the taxation of 
agricultural incomes, in view of the difficulties which this 
. subject pre8en~s, it would, in ·our opinion, be unsafe to cQunt 
on .the . .increase which would be obtained from the higher 

· rate of taxation on composite incomes. The tightening up 
of' the taxation of income from foreign sources is tl matlur 
which we have already under consideration, tnt we 

·have no evidence on. which to base estimates of any substan­
tial incr.~ase in revenue from this source. It is probable., how­
ever, thnt even without any chans-e in our system of taxation, 
if we Cl)uld count on a normal year coinciding both in Bom­
bay and Calcutta, we should be able to obtain not much less 
than .2 crores over our present figure at once, and in the 
course of 10 years ~t least 3 crores above our present figure. 
Sir \\Talter Layton's figure of 5 crores is, in our opinion, op­
timistic. At any rate we do not care to reckon the average 

. ·e.:xpectation of improveme~t in 10 years time at more than 
. 3 crores, though this is obviously a heading which is C'lpable 

of great variation according to the development of the 
conntry. If political dissensions subsided, and the whole 
national effort were concentrated on raising the general 

. standard o£ life, there might be a surprising increas('. · 
· (3) Civil expenditure.-The estimate of an incre~se of 

3 crores in 10 years does not err on the side of generosity. 
V\,.. c allude elsewhere to the probability of many additional 
burdens ·being put upon the central Government for contri­
butions to expenditur~ in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces 
are· ~rea ted. .. 

.· (4) . Opium.-,Ve shall lose our revenue on e,iports (2 
crores) but :.;hall still retain a small sum (10 to 15 lakhs) 

. from the sale of medicinal opium. . 
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· (5) Army . ....;..Sir Walter Layton's estimate. assumes· . a 
debit of 3 crores to Burma and a further reduction of 7 crores, 
bringing the military budget for India down to 45 crores.·. 
Thjs is a drastic reduction and the possibility of a big sayi!lg 
being realized ~epends largely on :whe~her ~is · ~lajcsty's 
Hovcrnmcut will make- a contnbutwn In .respect./ of 
the 'f Imperial defence '! element involved in army e:xper.di­
turc. "\Ve allude elsewhere to the probability that the Burma 
estimate "'.,·iJl prove unrealizable. . · .. -:,. · 

.·(6) Railways.-Sir 'Valter Layton do.es not .take ,into 
account any increase in the contribution from railways . in 
excess of 6 crores, recognizing the importance of keepm~ rail­
way rater: down in the general interests of trade. With this 
latter comment we definitely agree, though the amount of the 
rnil'!ay ~o_ntribution is a matter which may requi~ .. further. 
consideration. · · . · _ · · ·· . · · • ., · 

~ . ' ,... ' :. . :' ~ ·.~ ·• . ,· ' . .· .,. . 
(7) Other items.-If provinces become .responsible . for; 

their own accounts, there will be a trans(er of expen4i.ture, · 
from the central Government . to. the provinces of. over 50. 
lakhs, though there may be some increase in the central Gov­
ernmE.·nt's expenditure also on this head, if the· scheme for 
separation of accounts and audit in central areas is ex~: 
tended. On the other hand, the debit to central revenues of 
IIigh Court expenses less receipts from High Court · f'3es · 
-\vould, we believe, involve an appreciabla ·net : charg'-' .. :to. • 
central funds. '\Ve are not yet in possession of full details 
on thi~ point, but such preliminary estimates as we have re~ 
ceived from provincial representatives confirm this coriclrr- ~ 
sim.. · • · ' ': · · 

59. Further considerations affecting Sir W~lter .Lajton's · 
assumptions.-. Apart from the doubts expressed &hove as • 
to Sir 'Valter Layton's estimates,· there are . further· con-· 
~iderations to l1e borne in mind. ·In the first place,. he "bas 
assumed that 5 _CI·ores of interest on the balances of the paper'· 
currency nnd gold standard reserves will continue r to · lw. : 
credited to central revenues. The' t·eceipts ririder ·this head· · 
are, how~ver, at present ·more than. counterbalanced by the: 
losses on sales of silver which are still being .debited . to' n. 
remittance head. In fact the propriety pf treating the pre-· 
sea1t receipt~ as normal revenue may well be regarded as 
doubtful, and we feel definitely 1hat it would be improper to 
treat it as a source which could be drawn upon in ordP.I" .to· 
surrender central revenues to the provinces. 'Xhe difficulty· 
will become more clearly apparent when·a reserve b~HLk COIDeS. 
into existence. Under clause 46 of the reserve bank bill of 
1927 the central Government was, it is true, to' be entitled to a. 
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share in ihe profits of th~ bank both during the period ·when 
it was building up its reserve and afterwards. These profits; 
however, would be much less than the interest which we now 
take to revenue, and in addition the Government of India· 
would, under the reserve bank scheme, be left with the 
responsibility for the disposal of surplus silv~r, so that any 
profits might be far more than swallowed up by losses Qn 
thc~e sales. · · 

In the second place, we must take into account the pos­
sible financial results of an adjustment of relations with the 
Indian States. Large claims are being made on their side 
for a share in our customs revenue and in other directions. 
It. is impossible to make any accurate estimate on this 
account. · 

~bi:rd1y, the terms for the separation of Burma, if this is 
to he eff~cted, are uncertain, and there is a considerable mar­
gin of error here especially under the defence and debt heads. 
Sir· 'Vnlter Layton, we note, assumes that India will levy 
customs 4uty on Burma produce. 

· : FhmJly the · most important consideration of nll is 
that to which we have referred already. The estimated im­
provement is dependent entirely on the attainm~nt of favour·· 
able trade conditions and on the absence of disturbing factors 

"such as war, political unrest,. or frontier trouble. 'Ve have to 
relnemhcr that these constitutional changes are being intro­
ducEld nt a period of extreme world depression accentuated 
by the present internal disturbances, and it would be opti­
mistic to assume that trade for a good many years to come 
will recover sufficiently to give the results anticipated. 

. . ·. \,, 

. . 60. Conditions on which the central Government can 
abandon· surplus revenue.-The ·conclusion which seems to 
us irresistible is that ail·these estimates are so hypothetical 
that it ·is impossible to envisage anything like a time-table 
for giying up to the provinces sources of central revenues. 
We agree in theory with Sir Walter Layton's statement that 
it is undesirable that the allocation should be capricious or 
that policy should be chang.ed from time to time, and we 
recognize the. importance of provincial Governments being 
able· to estimate their financial resources as accurately and 
as early as possible. But in view of what has been stated 
P.bove, it seems essential to insist that, if we accept in prin­
ciple the arrangement that the half share in personal in­
come-tax and the salt tax should be transferred to the provin­
ces, the times and amounts of transfer must depend upon the . 
judgment of th~ central qoverm~1ent. Sir "\Valter Layton re­
cogniz(:S that In exceptiOnal Circumstances the transfer 



accorrlmg to time-table may be impossible, but he-go~s on to 
lav down that in such an eYent the tran~fer should be a first 
cl;D rgc on the central Go\Ternment 's surplus, and that any de.:. 
lay would be made good in subsequent years. This formula 
Bcems 10 us to require qualification, if only for the reason that 

- a surplus of one· year may not be a recurring surplus, and. 
that it must rest with the central Government to decide when-. 
any surplus sho'rn in the budget is evidence of a_. reliable 
margin of receipts over expenditure, sufficient to justify· the 
permanent sacrjfice of prospective revenue. Sir Walter 
Layton's formula is also too rigid as, if interpreted strictly, 
it might be held to mean that the central Government was ,not 
at liberty to vary its scale of taxation (especially customs) 
in a downward direction, a discretion which in: the ·interests 
of the· country as a whole ought to remain with the· central 
Government. · . · · •. · . · ! · ., 

~ ' > t., :, o' ·' ~ 

In 8hort, we envisage a situation not different in,essen-. 
tials from that i.Inder the ~Ieston settlement under whicl1, . 
while the proportions in which the various provinces were fo 
share in the remission of contributions were laid down by rule, . 
the dates and amounts of remission were left to the' discre­
tion of the central Government. This. ca.nclusion,~)wwever,­
doe~ not mean that the order in which centra1 revenues should . 
be surrendered should not be definitely prescribed. ·To this\ 
poir..t we shall return in dealing with the application ·or the· 
scheme to the provi.uces. . · · - ' · · , 

61. Necessity for allowing sufficient elaSticity. tc;> -~ve:-·, 
nues of central Government.-There is. another ·question 
which is equally important. Does Sir. Walter· Layton's _ 
scheme allow sufficient elasticity to the revenues of the central 
Govcn1ment to enable it in all circumstances to discharge 
its responsibilities, remembering .that those ·.res_Ponsibi1i~ies 
include defence, the debt, the credit and the foreign relations 
of India T On this point we confess that we have felt mis­
givings. Our customs duties are already high, nor is there· 
mnch margin left for increase in taxation under income-tax , 

· or stamps, or in the receipts ·from the commercial services 
s11 ch as railways. Once salt has been transferred to the list 
of national excises, the margin of elasticity in case of need .... 
may become dangerously restricted. Thi;; ·leads· ns to con­
sider the desirability for treating the salt\'> tax in a special 
way ; for it is the- best suited of all for an emergency tax, and 
this has always been an argument for keeping its incidence . 
low in normal times, so as to retain the possibility of its in­
crem:e as n reinforcement to revenue in an emergency. ·.For. 
these reasons, while we do not oppose the recommendati(Jn 
that the proceeds of the tax at its present rate should be 
transferred to the prm.inces when tb~ central Government, is: 

- f \' 
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in .a position to _do this ~rom its assU;Ted surplus, '!e ~onsider 
that no fnrther-Incrltlase 1n the rate should be permiSSible as a 
source of . provincial revenues. The margin for 
increase should be regarded as a potential emergency reserve 
for the central Government. In addition to this, we accept 
the recommendation• of the Indian Statutory Commission 
on tho ·subject of surcharges by the central Govern­
mPnt Oll anv faxes included in the schedul~ of the provincial 
fund.·· Jn the absence of these provisions the ·central GoYern­
llH~nt would be reduced fo dependence practically upon cu8-
toms, and as we have already explained, it \-.?ould appear as 
ii tJ1e prospects of substantial improvement there arc reduced 
.to t1Ie E~inglo. chance of an increas(:l in the motor trade. 'Ve 
further consider that the constitution should retain the pro­
'ision which now exists in Devolution rule 19, under- which· 
iil. case~ of emergency the central Government may . require 
contributions to be paid to it by the provinces, with· the 
sanction of and subject to conditioi!..S approved by the Secre-
-tary of State. 

62. Application of the scheme to the provinces-examina­
-tion of some of the proposed new sources of provincial 
revenues.-We now turn to the application of the scheme 
.to the provinces. There has not been time for a complete 
examination of all the points which arise in connection with· 
the proposed new sources of provincial revenues, the decision 
regarding which will in any case mainlY rest with the re-

. presentatives of the provinces. We must, however, call 
attention to certain important .points which have emerged in 
t·he coursA of our examination and our disenssions with local 
Governments. In· the first place, Sir W alb~1· Layton pro­
poses -that the customs duty on foreign liquor should be 
reduced te 30 per cent. and that the provinces should be given 
the. right of _imposing further_ duties on foreign ,liquor in the 

-form of exCises. As a counterbalancing adjustment, the 
central Government should take the revenue from commer­
cial stamps. We have no objection . to this proposal in 
principle, but a careful scrutiny . has suggested that the 
method proposed for dealing with foreign liquor may involve 
administrative difficulties not fully realized l1itlterto. This 
~question requires further. examination, which we are under­
taki11g in consultation "\\oith the provincial Governments, 
before \\ c ~lwuld be able to determine the exaet form in which 
this, adjustment could be made. Incidentally we would 
nbserYe that~ ~!though t~e. total amount. of Hw present yield 
frl):n ~ommerCial stamps IS roughly equal to the total amount 
~lnch would be surrendered to the pro\inccs under Sir 
Walter Layton's. proposals, the revenues of individua1 

•v olume II, para. 163. 
· Lsl49RO 



provin<'es would be affect_ed in varying degrees, and some pro.: 
vipces have gone so far as to ask for a preliminary adjustment 
ou thi~S account. -

J\s regards the proposed surrender by the central Gov-. 
crnment of one-half. of the income-fax on personal incomes, 
we have already indicated that we accept this proposal in 
principle. Sir \Valter Layton has stated that the amount 
involved is in the neighbourhood of 9 c:rores, half of. .:which. 
would give the provinces 4! crores. He e·stimates further 
tllat at the end of ten years this· allocation would _probably 
gt·ow to 6 cro~es. Both these estimates seem to us.· to be· 
optimistic. On the latest figures available, for the - year_ 
1~28-29, readjusted at the new rates of taxation introduced ui 
.tile last budget, we calculate that the personal income-tax 
collected i~ the provinces was approximately 7 c:rores; 'and 
the allocatwn to the individual provinces of one-half 'of. the 
tax would be roughly as follows :- · . . C ; .. .. 

Madras . 
Bombay 
Bengal 
United ,Provinces 
Punjab 
Bihar and Orissa. . 
Central Provinces 
Assam · 

Total· 

... 

Lakl1s~-. . . 
. ~-· ... 50.8 . 

90.67 
•• '- . 96.08 

.. ·32.68 

... 

• 

30.75 
'.23.6.6 
.16.71 

8.97 

350.32 

A point, however, which has to be borne in mind-is that the. · 
figures &hown in the above list would not represent :t net· 
gain to the provinces, for under Devolution rule_l~ a certain · 
!:\hare r.lniady accrues to them, and .we must presume that it 
was intended that this provision should merge in the ne'v 
l'roTiosah;. It will be remembered that under that rule the 
pro~"inces are entitled to receive a share (at three pies in the 
rupee) of the tax upon new incomes broup,ht . urider assess· 
ment iri any year as compared with the basic year 1920-21. 
'J:he object of ·this rule was to give to the· provinces some 
share in what was expected to be a growing head of taxation,· 
and it was anticipated that the industrial provinces in parti- · 
cular would benefit from this provision. In actual practice 
the rule has operated very differently from the intention and, 
owing to the full assessments in the main industrial centres 
in the basic year, the benefit has accrued mainly to, the~non­
industrial provinces. The sums which the provinces have -



obtained under Devolution rule 15 since 1921-22 are given in 
an· appendix• .' 'The latest figures available (for 1928-29), 
whi,..h we quote below, are sufficient to iHustrate the un-· 
cxp~ctcdncss o~ the results:- ... 

Lakhs. 

liad~ 5.46 
Bombay • Ni~. . . 
Bengal ·Nil. 
United Jlrovinces .. 0.77 
Punjab .. . . . .. 4.04 
Burma 12.22 
Bihar and Orissa 4.74 
Central Provinces 2.23 

·Assam· 6.63 

It will be seen from the above table that, if the increase al­
ready accruing under Devolution rule 15 has to be surrender .. 
· ed by the· provinces, as a preliminary to the surrender by the 
central Government of 1ialf the share on personal incomes, 
the effect of the latter surrender would be considerably modi­
fied. The case of Assam is an extreme one, for that province 
would on balance only gain 2.34 lakhs. \V e hav~ not finally 
considered how this situation can. best be dealt with, but we 
·would express a provisional view. that here, as also in the 
exchange between liquor and stamp duties refe1-red to above, 
SOJne sort of preliminary adjustment will be necessary. 

We accept the proposal that provinces should be per­
mitted to levy a surcharge amounting to one-quarter of the 

· td"A on persotlal incomes .. The proceeds of this tax, should 
. they elect to impose it and shotlld conditions admit of it being 
imposed at the full rate, may be taken as approximat~ly 
eqnival®t to half the amounts mentioned in the table on 
the preceding page. 

The proposal to remove the exemption from income-tax 
on agricultural incomes raises a most controversial issue, on 
which opinion in the country will run high. However indis­
putable may be the logic of Sir Walter Layton's arguments, 
we must face the reality that this exemption has the"sanc­
tion of long tradition and that dealings in land have always· 
been conducted on the assumption that it would remain. 
The· opinions cf local Governments; with few exceptions1· are 
definitely opposed to it and for practical purposes we regard 

. its imposition as unlikely in the near future. We have some 
sympathy with the view expressed by more than one province 

• .Appendix IV. 
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that it is a form of taxation which should' only be imposod 
by a rPpre~entative and responsible government, and thiii1 in , 
fact means that it should not be imposed upon a province·on 
the v0te of the central legislature, but that the representative 
legislature in each province must be free to decide for i~self •. 

The objections to the widespread introduction .of a system 
of terminal taxes are more fully dealt with in an appendix•. 
If imposed on the scale suggested by Sir 'Valter ,Layton, it 
would bo n serious burden on trade. A terminal tax designed 
to brin{)' in 8 crores of rupees a year represents a surcharge 

0 t• on railw:1y freights of about 15 per cent., and the_ sugger- 1on 
ta impose such a tax is hardly consistent with Sir vValter· 
Layton's strongly ·expressed view as to the llrgent .· n~ed for 
reduring freight charges. Moreover, apart from this broad 
consideration, there are certain practical difficulties· in the··. 
way of the imposition of a general tax of this nature whic~I · 

· Dte not me11tioned in Sir Walter Layton's report. Octroi · 
duties sud terminal taxes are already used in some provinces' 
at:! a source of municipal an<} local taxation~ It would 'hardly 
be possible to allow this form of taxation· to be.· used .by··. 

·municipal !luthorities at the same time as it was introduced · 
on u universal provincial basis as proposed by Sir· Walter 
Layton. On the other hand, the right to continue~ to levy 
the tax eould not be withdrawn from the municipalities where .., 
it i~ now in force, while we foresee difficulties in the way of 
re~isting all .further extension of suP.h a· method of taxation · 
to other municipalities. In this connection we have to take ·· 
the actual needs of the various provinces into account .. ·In · 
Assam, ·for example, a province whose revenue is very · 
restricted and whose opportunities for improvin~ its position i . 
fr~J~ income-tax, etc., are under the present · · proposaJs for •. · 
rpcCial reasons much less favourable than those of other 
p_rnvinceEt, we think that-particularly in . connection with 
the tea garden traffic-there may be a special justification 
for some sort of terminal tax. Again, in Bihar and Orissa, 
u province which has hitherto had no municipalitie~ levying 
this tax, there will probably be a' strong demand 'for its in-. 
traduction in this form. Without going into further details, · 
we may state our provisional ,conclusion as follows. While 
we hold strongly that the economic disadvantages of such a 
tax ~re. ~ufficient to _condemn its introduction as a general 
}H"OYmmal tax, we th1nk that for purposes of local . taxation -
there may be occasions when it will be the best availabln 
method, if 11sed for special purposes and to a properly limited 
extent. If, however, the continued use of such a tax for local 
purpoBes is permitted, it .will be essential to reserve to . the 

- ceiJtral GoYernment definite powers of control in order to 
• Appendix VIII. 
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Emfeguard sources. of central revenue, and to prevent the im­
position of discriminatory taxation which n1ay involve 
breaches of international treaties ,or agreements. 

We have already taken up the examination of the . 
marlllnery for dealing with the proposed taxes on tobacco -
and matches in correspondence with provincial Government~. 
Both present special difficulties, and the tax on matches in 
particula:r;. can hardly be- imposed on a substantial scale -
.without co-operation on the part of the Indi~n States. Our 
enquiries on both subjects are still incomplete and any view 
which we now take is : necessarily provisional. We hope 
that some effective arrangements· can. be · devised, but wo 
believe that it will not be desirable to impose too high a rate· 
at first on matches, and that. the full yield from the tax will 
only be obtained gradually. 'Ve regard Sir '\Valter Layton's 
estimate of!) crorcs from lhe taxation of tobacco as too high, 
and ou present informa~ion we doubt whether even half that 
amount is likely to be realized. 

· · .. 63. _-Increased resources of the provincial Governments 
on Sir Walter Layton's and our estimates.-These preli­
minary remarks have been neces·sary in order to enable us 
to approach the matter from a practical point of view. H 
~ir · Walter . Layton's assumptions were all accepted, that· 
is, if within ten years the central Government were able to 
surrender · half the tax on personal incomes and the salt 
tax, and.if the provincial Governments were to get the benefit 
of- all the new taxes, tobacco, matches, terminal tax and in­
caine-tax on agricultural incomes, and- were to impose the 
surcharge on personal incomes, and if his estimate of the 
vield oi the various 1 taxes were realized, we should gut 
approximately some such result as the following:-

ProTince.· 
Actual incrMse of . Percentage 
revenue in lakha increast>. 

of rnpees. 

- Bihar and Orissa 4,24 77 .. 
Bengal 7,70 69 
United Provinces 6,09 52 
Assam 1,26 49 
Central Provinces 2,20 46 
:Madras 6,24 38 
:Bombay 4,76 34 
Punjab 3,51 32 

, It 1nuat be recognized that the picture presented in the aboye 
table represents . no mOre than a distant, and perhaps even 
totally unattainable, ideal~ We have indeed already indicated . . \ 
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our view that all that the provinces ·are likely, in the near 
future, to be able to count upon from new taxation is the sur­
charbe on personal income-tax, and a very doubtful 3 or 4 
crores from the taxes on tobacco and matches, witrr perhaps a 
tenninal tax in a province specially situated such as Assam. 
Some other forms of taxation may possibly be added to the 
provincial fund, though we can think of none of a ·very pro­
ductive nature. We should also be glad to see as much lati­
tude as possible allowed in framing the schedule 'of provincial 
taxes ; hut the prpvinces will have to rely~ in the main, upon 
the gradual surrender to them of the central revenues from 
salt and personal income-tax. · . . .· 

However distant any substantial distribution may. be, 
the figures given above illustrate the plan which now holds 
tlJC field, and it is on that plan that we must consider the views. 
of thL various provinces. A glance at the'figures shows that 
several provinces will inevitably regard it as unsatisfactory, 
and will claim that it does not take sufficient account of. their 
needs. Our task now is to consider both the finaf objective 
and the methods of approach to it, and this means that the 
practical . problems really before "us are, first, whether a 
special enquiry into the needs of different provinces should 
he made before the automatic distribution begins, and second 
in what order should the surrender of resources take place.: · 

· 64. An enquiry on the basis of needs.-As regards ·the. 
first of these problems, the Government of Bombay have felt 
themselves compelled to apply for a 'preliminary· adjustment 
to meet their outstanding needs before the· application of the 
automatic principle begin~. They suggest that needs, can . 
only be determined by obligatory: expenditure· on essential 
services. Their request would therefore involve the-alJpoint­
ment of .a special committee to ~nvestigate the needs~ of thQ 
different provinces and to form a judgment upon the present 
rnte of expenditure in Bombay upon essential services as 
compared with that of other provinces. The Government of 
Bihar and Orissa also consider~that a 'preliiDinary adjust .. 
ment shonld be made with the opject of correcting existing . 
maladjustments before the automatic principle is applied. 
They noint out that, unlike other provinces, they obtained 

. no relief hy the r~mission of contributions. under the present 
com;;titution, since no cantribution was'drilPosed upon them, 
aml that, '\ith their existing deficit of 35la'khs and the b0avier 
~xncnditure foreshadowed under the new constitution, there 
wi1l be no margin for the province to develop, having regard 
to the fact thaf the estimates of the Layton scheme _can 
hanlly l1e expected to materialize .. T11e considered views~f 
the Bengal Government are not yet before .us, but we have 
understood from their representative (who with the repre­
sentatives of other provinces met us recently in conference) 
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that the Bengal Government also would be likely to press 
strongly for a pr~liminary adjustment before the introduction 
of the autom~tic 'principle. Other provinces, though they are 

· prepared to accept the Layton scheme, would no doubt advance 
' similar claims if a committee to enquire into needs were 
. appoin~ed.· . Some of t_hem might argue that in their case' 

· expenditure on essential services had been reduced or 
d~ferred through enforced economy in the past. 

· · "\Vhile we have considered. . .it our duty thus to bring pro­
minently to notice the views of those Governments which 
have asked for a special enquiry, our own view at present is 
that the appointment of a committee to examine the posi­
tion of the provinces on the basis of needs would be likely to 
intensify- provincial rivalries and to create general dissatis­
faction .. For the conclusion is unavoidable that the demands 
of the' vario~s provinces are incompatible, and- that no deci­
sion could be reached which would be accepted by all pro-
vinces as fair. On balance, therefore, our present view is 
that we must definitely rule out the idea of any general ad­
justment as between the provinces on the basis of • needs ' ·; 
for we do not see how any tribunal could pronounce judg­
DH!nt on a matter so controvcr8ial and so much a matter of 
npinion in a form which we could reasonably expect ull pro-
vinces tn aec.ept. , · 

65. ·Preliminary- adjustments may have to be consi­
dered.-\Vhile, however, we feel forced to the conclusion 
stated in the preceding paragraph, we do not go so far as to 
say tlmt no sort of preliminary adjustment should be n1ade. 

· \Y e have indeed been impressed in the course of our examina­
tiou hy 1lle serious injustice which may l1e caused in the 
hiitin.l Fitage to certain provinces by the re-arrangement of 
rentrsl und provincial sources of revenue involved in the 
Layton scheme. We have already referred to ihe operation of 
Devohftion rule 15, the abandonment of which would involve 
an initial loss in respect of income-tax for several provinces, 
whiclJ could only be recouped later by the transfer of re­
smu·ce~ from the .central Government, the date of which is 
uncertain. Assam, for jnstance, stands to lose at once nearly 
7 Jakl1s from a source of revenue which hud been steadily 
growing, whereas their share of personal income--tax, even if 
the central Government were in a position tc. surrender at 
lJll('C the full amount under this head, would not lJe·more than 
9 iakhs. Similarly the exchange between for(~ign liquor and 
c<,mi11ercial stamps, though these heads approximately halanee 
~o far ·<i.S the central Government is concerned, will affect 
pl:OYincial finances unevenly. No figures are at preseiJt 
aYai1nl>lc and it will take time ~to collect them, but one pro­
viuc(' has estimated its loss from the transfer at 13! lakhs. . ... 



The provincializatim.f' of accounts will involv~ a:new•burden 
on the provinces which has hitherto been borne by the central 
Gove1nment, while some provinces might benefit from the 
transfer of High Court expenses less High Court fees. .When 
the exnct effect on individual provinces oi these· variou:g; 
tran!:ifers. has been examined more. thoroughly; th~n: has·: uv 
to thi-J moment been possible, consideration·mnst· be; given ~o 
the question whether these special grounds justify som~ ·'ptel 
liminary adjustments. We reserve our j~,J.dgiUent on~ this 
pf.int. . 

66. The order of surrender. of -central reventies.--..It·1 i& · 
necessary first to explain how the various pr<ivinces.~will· b~ 
affected by the order of surrender of the two taxes in question; 
personal income-tax and salt. We have already · indicated · 
the proportion in which the provinces would share": the pro"l · 
cecds of the. personal income-tax when surrendered~ , , , 'rhe 
industrial provinces of Bengal and Bombay and in 1 a, lesser 
degree :Madras would obtain the principal benefit.'· ·The-: dis4 
tribution of the salt tax on the basis of population (taking,; 
as seems reasonable, a net figure of 6 crores · at ·the: time 
when the transfer is completed) would give the following 
results:-

Percentage • 
· La.khs. increase i.n 1r 

, revenu~.! t . 
:Madras fio · · 6.7J.,. 

, . t; '.,. \! 
Bombav ·5o '3..5; 
Benga( .•. : 1,24 u,~: 
United Provinces- 1,17 '!iJf, 
Punjab ·< •.• ·55 5i, 
:3ihar and Orissa . . 90 16.3, 
Central Provinces · 37 -7:7 
Assam . . . . · 17 ~6:6. 

It is, however, .conceivable that .the decisi~n might be tri·i~ari~:.. · 
fer not. the whole hut a portion of one tax, ·an4 then a'po_Hion 
of the ?ther: Th~ result can. ~e judged ·.best by .'giving' ~b,e 
proportions 111 whiCh each. pronnce would share ·m· the .. :first 
crore of each tax surrendered :- · ·· · · · ··· · · \" ' ' 

• ~ : ' ' . ' • ~ • - (' r t 

. Personal ' Sal~ 
income-ta.i. 

... . 
:Madras 14.5 

.. ~ l T l 

' 18 r:: ·: ... 
. -~., 

Bombay .. 1'0Ye1 25.9 . R3-
Bengal ... ~.-.j 27.4 20.7-
United. Provinces · l~-3 19.5 
Punjab , .... 8.8. 9.!r 
Bihar and Ori~sa. -~ -~~-!·1 -- __ {)!~-- )I>.! <I 
Central Provinces 4.8 6.2 
Assam •• 2.5 :2.8 
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Bengal and Madras come out fairly welP in either event~ and 
there is TJO serious difference in the case of the Punjab, 
. Assam and the Central Provinces, though all would fare 
slightly· better if salt were given the preference. The prin­

. cipal result of preferring income-tax to salt would be a very 
· substan1ial gain to Bombay and an appreciab~e gain to Bengal, 
.'to , the . disadvantage mainly of the United Provinces and 
Bihar. · 
; ( . Sir Walter Layton has defuiitely recommended that 'the 
urgent nee<Is of the industrial provinces should be recognized 
at least to· the extent of arranging that the transfer of in­
come-tax receipts should be begun as early as possible. It 
·is true that the industrial provinces will· also gain most from 
the· surcharge on personal income-tax if they decide, and are 
able, to impose it, but we suggest that as fair a solution as 
any would be if the surrender of the first 2 crores of revenue 
were in the form of personal income-tax and that thereafter 
·the surrender of revenue should be from both taxes in equal 
an1ounts. We recognize, as pointed out bv the Government 
of Bihar and Orissa, that there would be definite political 

> advantages in making a beginning . with the provin- ... 
cialization of the salt tax at an early date. In fur­
'ther . support of the form of recommendation that 
·we have thus tentatively made, we would point out 

· ·'that for practical reasons it is likely to be necessary to 
undertake the transfer of these taxes step by step. The 
central Government will have to proceed tentatively in the 
abandonme~t of its revenues, and it is hardly possible that it 
will at any moment be in a position to. hand over in a single 
transaction the whole proceeds of either of these taxes. . . . . . . 

fr(. Procedure applicable to the provincial fund.-,Ve 
. accept the proposals• of the Indian Statutory CommisJion re­
garding the procedure .applicable to the provincial fund. 
Some modification in detail will be· required if the Commis­
$ion ~s proposals regarding the constitution of .the Fed era! 

· Assembly are revised, but the principles could be applied 
mutatis mutandis to the alternative arrangement which we . 
have suggested for a separate inter-provincial finance coun-. 
cil. Several of. the provincial Governments have expressed 
~doubts whether it should be open to a minority of the inter­
provincial cou~cil of finance members to bring proposals for 
taxation before • the Assembly.· On the whole however we 
consider that. if-not less than three of the provinces desire 

· that proposals for taxation should be placed· before t~e As­
sembly, it is fair that th~y should have an opportun1_ty. of 
presenting the~r case and of securing, if they can, a maJority 
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in the Assembly. It has also been suggested to us that in 
view of the many uncertain factors and hypothetical assump­
tions involved in- the suggested financial arrangements, which 
may result in the settlement working out very differently 
from what is now anticipated, pr~vision should be made. for 
a review of the settlement after 5 or 10 years. We have c.on­
sidered this suggestion, but we are of· opinion that such an 
arrangement. would be disturbing, and might even lead· pro-­
\~inces into a policy of extravagance with the object of estab_­
iishing claims for special treatment in the light of their actual 
commitments at the time of revision. . . . \ 

've recommend that the settlem{mt should b~ embodied in 
statutory rules so that alteration of it would be possible With---. 
out an amendment of the constitution. ' . · _ . .· . 

... ~ "-. ,' ~ - . "' ~. ;, ! # ·1. . 

We call attention to the recommendation of. the. Bombay. 
Government, with which we agree, that legislation imposing 
provincial fund taxation should not be voted every year.,. but -
only wheu 1he inter-provincial council· of ~finance members 
makes proposals for a change. · . . . -.: ' .-; , ~ · . · ; .. _ 

., .. ' 

68. Borrowing powers.-In an· e~rlier paragraph~ 'we 
stated that we accepted the position· that.the control by ·the. · 

. Government of India over the provinces in the sphere_' of . 
finance should be confined to· the control of borrowing.· It is 
desirable to consider more fully the details of. the Indian· 
Statutory Commission's proposal~ on this subject · -· , ·; · · , 

. ~ ~ " . 

As regards the powers of provincial Governments to raise . 
loans, the proposals in· their report make little ch~ge in the 
existing position which is governed by rule 3 (1) of the Local 
Governnwnt (Borrowing) rules (regulating borrowing in th~ .. 
open market) and by Devolution rule 2!} (regulating adV'ances 
hv the Government of India to local Governments). In actual 
p;.actice the terms on which advan~es can ordin~rily. be given. 
havl' been codified in the rules governing the provincial loans 
fund, wl1ich have received the approval of the Secretary.. of 
State. in COUI]Cil, and have therefore to. some extent limited' the . 
fuller 'pmyers which the Gove~ent o~ Ind~~ enjoyed :'Iinder 
Devolution rule 25. · 

The proposals of Sir Walter Layton 'may be summarized 
ns follows :- · · · -. .. . 

(a) The loans raised· by provincial Governill{mfs 
should . be subject to standard regulai~ons. a~d 
their raising shoul~ be co~l-dinated. · 

(b) To this end a council· of provincial fine'! nee 
ministers should be- instituted, ·over which the _ 
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. Finance Member of the Government . of India 
. should preside. Its tasks" should be " to 

.~ establish a borrowing programme, to lay down 
· .. tbe standard regulations, and to arrange, te1·ms 

,with . the Government of India ''. It should, 
, however, be advisory only for the present, and 

the real power should vest in the central Gov­
ernment. On the other hand, it is contemplat­
ed'_ that the latter should not act without con-

~ suiting the connell, since it is specifically· stated 
that consultation . should invariably be made 
before special sanction is refused to a loan, even 
where such sanction is definitely · required by 
the regulations.·. · 

(c) A~ re~ponsible government in India develops, the 
council may cease to be a mere advisory body 

. an~ m~y acquire ~eal power~ · 
. ~';rhe.~·.£ominissi~nt apparently accept these . proposals gene­
. ·ra~ly. ····They suggest further that the powers statutorily re­
. tamed. "by the central Government should take the shape of a 
·perfectly:.general control, but that this control should not be · 
:used to: dictate the purposes for which loans should be raised. 
;If a,;,Ueclared purpose is withi1;1 the scope of the regulations, 
.the; grant or refusal of sanction should be dependent primarily 
.otifconsiderations of the monetary and credit situation. Ap­
proval. should,. however, not ordinarily be given to a loan in­
tended to meet a deficif .; an·d if it is to be given, the loan sh<JUld 

. 'pay a· ·discriminatory rate of interest .. 
:_: ~. .Subj~ct t~- a· qualification and a reservation explained at 
.~h~ _e11!l .. of t_~is :paragraph, we are prepared to accept these 

. . proposals .as a provisional p.rrangement, though we mu.st 
. ;~1up:P,asize thai the \vord~ ' credit situat~on ' used above re­
_:Qui~.e further definition. The considerations which are to 
;govern any decision should include, not · only the general 
·credit . sitl)_ation. of the Government of India, having regard 
to: its own position and the rates for money prevailing in the 

·world at the time, but also the particular credit situation of 
the province which . is seeking a loan.. For this purpose 
.accoun~ would have to be. taken of the general financial 
·j:)olicy .. and · position of the provincE} concerned. While 
accepting the proposals as a provisional arrangement, we 
ieel bound to express doubts as to its advisability a8 a perma­
ment plan; if it is to 'develop to a point where the inter-pro, 
vincial council ceases to be merely advisory and acquires 
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nctual powers of decision. Several of the provin~ial 'Go~·­
ernments have expressed opposition to the idea ·that· theif' 
borrowing programme should be controlled by a com~cil con­
sisting of representatives of other provinces who are their 
potential competitors for a share. in the limited amount' of 
loan money available. They do not rule ·out the· 'possibility 
that it may be to their advantage to abandon perriiane:iitly 
their individual liberty of borrowing on· thejr- ~mvn:~,;redit?for 
the 8ake of arriving at a co-ordinated plan of·. boit~owirig 
for the whole .of India, and in order .to obtain the advantage 
of. borrowing with the credit ·of the .· .Government:of,-lhdia. 
But they do not consider that lin that ·case .. a .body :composed 
of political representatives of all the provinces would pro.: · 
vide a suitable arbitral tribunal. · They coii.templater rathe·r 
somEthi11g in the nature of an· all .. In~a. b_oa"nl ;•>f;.;loan, 
commissioners, on which the expert element would he·: strong ... 
ly represented.· It has indeed always been:· our', viewr that 
the administration of the provincial' loan~ . efunarr~hould 
eventually be entrusted to such a board. On the other hand,~ 
we feel that it is premature at this .. -.. stage·~to ·settle~.--a;ny 
arrangements which should govern the: p_osition~Jor all time; 
l\:'"hi!n recognizing the advantage of a ·.co-ordinated plan· of~ 
borrowing, we see serious disadvantages in. creating condi- . 
tions, in which the individual provinces- 'need" nol-:-consider. 
their own credit with the world but can :always: :rely; i>:iihEt · 
support and protection of the c-entral Goverllm.ent. ~ The· 
sureBi way to bring home to any Government'_ the necessity: 
for following canons· of- sound financiar administration:is: · 
that they should be faced, when they disregard Qtose canons,, 
\\ith the absolute impossibility of .raising funds, even. on loan .. 
This necessity will be borne in upon .· them if .. they . ·have 
themselves to _deal with the outside money .market,, whereas. 
if it is merely a matter between the provincial Government· 
and the central· Government, the realities. may_ be obscured. 
and political influences will play a part. Speaking general­
ly, . we think thflt the future- course must be decidedr ino the · 
Hght of actual experience. ],or the present the provincial 
G .. n·ernments are all prepared to continue what is in. sub,. 
stance the existing .arrangement, and_ to place .themselves in 
the hands of the ~ntral.Government. : It .. is our· .. view .also, 
that. this arrangement should be retained for the- present.: 
\Ve have to make one further. observation in conclusion., 
The objections expressed. by the provincial Governments. to 
having their individual loan operatio,ns . controlled .by·~-;­
council of provincial representatives hav0-.led them in certain 
cases to ask that the functions eyen of an 'advjsQry-oonn~il 
should 'be 'strictly limited.: They fear .that everi if" such a 
council is m~rely advisory,: if it- is formally ~~nstituted,_ ~it 
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will be difficult for the central Government to reject its ad­
vice. They would prefer it to be definitely understood that 
the power of decision remains w.ith the central· Govcrnm1!11t 
and that the central Government will do no more than sum­
mon: a· meeting 'of provincial representatives so that the 
general programme .may be jointly, discussed ; such discus­
sion being of an informal nature and not intended to lead up 
to anything in t~e nature of definite resolutions by the coun­
cil. · On the whole,- we may express .. agreement with . thiS' 
vie~'9':~ 1 , • • • , , , • . . • • : •; ~ 'V e must . also make one further reservation. :. It would 
seem essential to ghte the Go~rmrient of India power to act 

. without consulting provincial representa~ive.s if an applica­
tion: for a loan is· made·· in an unexpected emergency. It is 
consistent With 'our· preceding observations that we do not 
con~ider· it· to be necessary or desirable to provide by statu­
tory rules for the establishment of a council. · The neces­
sary provisions could be inserted in the standard regulations 
themselves, which would take the place of the ~ules now sanc­
tioned by the· Secretary of State~_ . :Minor points of detail 
coni~ be thrashed' ont when the provincial representatives 
met. _to frame, regulations. . . _ 

; -··:· 69. Proyincial balances.-· The Indian Statutory· Com­
mission have concurred in· Sir Walter Layton's recommen­
dation that' provincial balances should not' for the present be 
separated, and that any change in the present arrangements 
might .be postponed until· a central bank is created, which · 
would .presumably take over the banking business of the pro­
vincial and central Governments. . We have ascertained tlmt 
there is no desire on the part of provincial Governments for 
any immediate change in the ,present arrangements, and we 
support· the Commission's recommendation. ·We have, how-

. ever, to contemplate the possibility that an autonomous pro­
vincial Government may desire at some time in the future tll 
maintain its own balances, and following the general principle 
adopted bv the Commission a development in this direction 
should be w allowed for. · We .therefore recommend that if, 
after the new regime has be~n started, any provincial Gov­
.-:ornment ilPflires to maintain separate balances, the Govern .. 
ment of India should be prepared to agree, subject to suit­
able arrangements as to details .. A scheme for the separa­
tion of balances was drawn up in 1924, and it may be said' 

· that the separation could be effected without any serious ad­
, ministrative difficulty. _ . 

In this connection the Commission have made a further 
,.P,.ommendation that the Government of- India should per­
form . the· service ·of l!anker for the provincial Governments 
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on a commercial basis, and should not attempt to make undue 
profits out of the business. We accept this in principle with­
out committing ourselves at present· to the amount of· profit 
which would be reasonable or the form in ,which this profit · 
would accrue, e.g., services rendered at treasuries or interest 
'Jn minimum balances to be kept by, the provincial Govern .. 
ments. · 

70.- Accounts and· audit.-Sir . Walter Layton's · 'rei.~om~ 
mendation in regard to provincial accounts·. and to the status 
and functions of the Auditor General are endorsed • by the 
Indian Statutory Commission. We accept the Commission's 
recommendations. It is not unlikely that some of the P,fOVhi.:.. 
cial Governments will at first desire· to employ. the central 
Government as their agent to keep their accounts and super- . 
vise their accounting staff, but we . agree with Sir Walter 
Layton that whatever arrangement is adopted, the~ accounting 
staff should be entirely separate, so that the accounts may l>e · 
audited by an officer holding a·n: independent position. . The 
various technical problems arising in .. this connection have 
been· examined, and, although complicated, do not giye rise to 
any insuperable difficulty.- The question of the future of the 
Indian Audit and Accounts Service is' among 'the most. im­
portant. The danger to avoid is that of having a number of 
small distinct cadres, none of which would be sufficiently large 
to offer a career to Rttract and keep good men. At first at .. 
any rate the provinces will probably find it necessary to em-· 
ploy men seconded from the central -servic~ for the lligher 
posts, and the full organization _will be fo-r administrative ex-:· 
perience to decide. · · 

I -lr ~ 

71. Grants-in-aid.-We agree with the view expressecft 
by the Indian Statutory . Commission· that the. · dgid system ·· 
now in force, undet which it has been held that it. is not.· per­
missible to incur expenditure from central revenues on. pro­
vincial subjects,, should be ·relaxed, and that it should be 
rendered constitutionally possible under suitable restrictions 
to assist provincial objects from central funds and vice v'et·sa.­
Any such grants-in-aid should be for some specific. purpose, 
and the system should not be used for general .!elief of pro-
vincial revenues. · 

72. Local cesses on land.-We have no comment to make 
on Si}' Walter Layton's recommendation+ rega.r~ing the desir­
ability of removing the limit upon surcharges or cesses ou 
land revenue or rent. This. is a mattet which is within the 
comrctence of provincial legislatures. 
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., TllE.CHIEF .COilliiSSIONERS' PROVINCES. 
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· , · The N orth-lV est Frontier Province. 
·: 73.; The proposals of the Commission.-The ·Commission 

devote particular attention to the peculiarly difficult problem 
of :the ;North-\Vest Frontier Province. Their first volume 
contain;; an illuminating chapter on its main features .. 'I,he 
contrast between, the governm·ent exercised in the five ad­
ministered districts a:nd in the tribal tracts beyond is authori- · 
tatively ·described, and the chapter ends with a general dis­
cussion of the nature of the constitutional problem. The main 
points .which the Colilmission take are, first, that the tribal 
-area must remain under the· direct charge of the Govern­
tnent of India ; second, that the administration of justice and 
the. task of. promoting and preserving order in the five districts 
is intimately connected with the control of the tribal tracts ; 
third; that if law and .order in the five districts were to be 
dealt ~th:in a provincial legislature, and entrusted to a minis­
ter responsible fo such legislature, the necessary co-operation 
'~ouW be: more difficult to secure ; and, fourth, that the 
question of law· and order, which in other parts of India is 
a domestic and internal matter; in the North-West b,rontier 

·Province is closely related to the subjects of foreign 
policy, ... and. of ·Imperial , defence. On the other hand, 
while .. they comment SYI!lpathetically on the fears of 
tl1e· small Hindu community, the Commission hold that the 
denial 'of, reforms jo the five districts has given these an nn- · 
doubted grievance~ They comment, however, on the absence 
·of local. experience of'the elective principle and draw adverse 
conclusions from the ·results of. the recent experiment in 
elections to the· Peshawar municipality. · 
. The recommendations made by the Commission in their 
second volume reflect the tenour of the views they express in 
the first. They repeat their previous emphasis on the essen­
tial need.for unified control over the settled districts and over 
the tribal tracts, ·as the only means by which the security of 
the frontier can be effectively maintained They accordingly 
suggcst.that there should be no change in the present an·ange­
ment, by ·which the~ Chief ·Commissioner combines in l1is 
person the dual responsibility of administering the five. 
districts and acting as Agent for the Governor General in 

· dealing ,with the tribal area. They propose to meet the politi­
cal aspirations of the province by creating a local legislature 
eontaiiiing indirectly elected. representatives, with powers 
of taxation and of voting expenditure; but ··"executive 
responsibility should, as at present, rest with the Chief Com­
missioner "· 
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7 4. The proposals of the Indian Central Committee.;__Tfie 
tecommendation made in the majority report of the Indian· 
Central Committee was that· reforms should be · introduced 
into the North-\Vest Frontier Province on the lines of the 
.Morley-.Minto reforms ; and that after a constitution of that 
type had been in operation for ten years, the question should 
be further examined with a view to seeing what' advance 
could then be made. 

. .. · ~ ~ ; " ' ·i - -

75. The need for constitutional advance.-A·s we shan pre­
sently indicate, we see strong reasons .for giving the .. N~~i~- ·. 
West .J.i,rontier Province a form of government somewhat more 
liberal than proposed either by the Commission m: by the 
Indian Ventral ·Committee. But the first ' .-point·: which. w;.e 
desire to emphasize is that the Commission themselves appre­
ciate the now urgent need for constitutional advance' in'that 
province. The need is also recognized by the Indian ,Centr~l _ 
Committee. This is an important variation from the position· 
which obtained in 1919 when the authors-of the Joint-Rep.o;r;t­
recommended• fhat, for reasons of strategy, the provinc~ must· 
remain entirely in the hands of the Goveriunent of India, .a 
reconunendation which has since continued to · govern its . 
<'onstitntional status. And; though the problem of introdric~ 
iug reforms has been much agitated for some:years past, and · 
was examined by the Committee over_ which Sir Denys· B~ay · 
presided in 1922, Ito change in the administration has -yet beeri · 
ma..le. The province was separated from the Punjab in 
HJOI, and still retains the form of government whicp, it was 
then given. 'rhe last thirty years have seen great changes in 
the province, and this is a position which we . think can' no 
longer be maii!tained. 'rhe need for some advance is admit:. 
ted ; the questions now at issue are its degree; and- the· for~ 
which the new constitution should take. - - . ·. · : .. 

, : ,! ·I 

The VommisE)ion seem to· bave _ been greatly .influenced 
by their belief that local conditions prevent any: resor~ ·to 
methods of direct election. For our part we are inclined ~o 
the view that the conclusions ·which· the Commission drew . . . -· 
from the first results of a single experiment in municipal 
elections may I!ave been unduly pessimistic, and,. if direct 
elections to the legislature be .found practicable, _we_ would · 
<'Onsider it._ difficult, on general gi·ounds, .to refuse to the -
frontier province Rome~ hat more ge:Q.erous treatment . than 
the Commission recommend. The fiye di9tricts of the- North­
\\'est .J.i,routier Province are ·not behind th; adjoining district.s 
of the Rawalpindi and Multan divisions of the Punjab in 
point of intelligence and _capacity. In _these Punjab .districts_ 

- l 
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the method of direct election to district boards and municip.al 
committees was still unknown when the reforms of 1919 were 
introduced. , Nevertheless,. -they have participated with 
success in the dyarchical constitution of the province. 'l'he 
people of the North-'Vest E,rontier Province may well claim 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representatiYe 
government in' their province now than it did in the Punjab 
in 1919: In fact the Chief Commissioner has now decided 
to'introduce (lirect representation for the constitution of local 
bodies.·. · 

- There are, howev'er,. other reasons of great practical 
·moment for carrying reform beyond the point reached by the 
. Commission. Their proposals concede a legislatiye coune~ 
'but deny any popular share in the executiYe. In effect the 
Commission, equally with the Indian Central Committee, 
. would leave the North- \Vest Frontier Province, with som& 
variation, very· much at the stage which other provinces 

·reached with the introduction of the ~Iorley-~finto reforms 
<in 1909.' 'l,here would he·. in the executive no element of 
~e-sponsibility to ·the legislature. The t,ndertaking of His 
liajesty's Government set out 'in the announcement of the 

.. 20th August 1917 would still remain unexpressed in the 
constitution of the North-,Vest E.,rontier,Province at a time 
whel). the other provinces are rapidly moving forward to 

. responsible government. We fully recognize the particular 
conditions of the North-,Vest ·Frontier Province so weJI 

·described in the report, and do not overlook the weighty 
considerations which influenced the Commission in favour of 

·a strictly cautious advance. At the same· time the realitit·s 
of the situation~ and we here have in mind ihe events of the 
past few months, nmke it a -matter of the first importance 
that the scheme adopted should attract ~reasonable measure 
of public support.; and, subject to the necessary safeguard, 
that it should not leave the way open for invidious com­
parisous-between the form of government in the North-\Vest 
.fi"rontier Province and that introduced elsewhere. 

76. The choice between three courses.-These are the 
broader· considerations. which we have before us. The 
choice of a constitution for the North-West Frontier Province 
seems to lie between three systems: either a .Morley-~linto 

·constitution, or dyarchy, or a unitary scheme on lines 
ap.proximate· to the form of government in other provinces, 
but with proyisions appropriate to the particular circum­
stances of the province. The first represents roughly_ th.e choice 
made· by the Gom1nissio~ and by the majority of the··Indi,an 
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Uentral Committee.· For the reasoiLS which we have just 
given, we consider that it would not satisfy the political 
aspirations of the province, and would thus suffer. from the. 
fatal impediment that it would enlist no popular co-operation .. 
Arguments based on the Commission's contention that the­
province" '' forms the ine\itable terrain for military opera­
tions '' seem to us to be susceptible of implications other than 
those which the Commission draw. A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a form of coiLStitution for the North-\Vest 
J:4'rontier Province which would fall so far short of provinci~ 
expectations. Incidentally the suggestion - of _ tp.e Indian_ 
Central Committ~e to fix a ten years' limit to the coiLStitution 
which they propose seems to us more likely to aggravate tba:(r 
to assuage the objections to their scheme. From the-. first 
years of the new constitution agitation :would be set on foot 
to replace ari admittedly transitional system by something 
more acceptable. . ' . . . ·. .. , 

r:rhe second expedient of ·a dyarchic · cons~itution, -o~ 
the lines of the existing constitution in the Governors' pro­
vinces was suggested by two ~Inslim members of th«f Indian. 
Central Committee, namely Sir Zul:fiqar Ali Khan and -Dr . 
. A. Suhrawardy. So far as we are aware their suggestion 
ha~ received no support' in the province ; and; in the absence · 
()f such support, we agree with the Chief Commissioner that· 
there woulq be very grave disadvantages in now giving the 
North-West Frontier Province a form of government which 
is being discarded elsewhere. The general arguments used 
by the Commission in criticism of dyarchy in the Gove~ors' 
provinces would apply with special force in the North~West 
J:4'rontier Provi11:ce, where irresponsible opposition: to the 
reserved administration would be particularly dangerous. · 

. ' -

There remains. the third possibility, namely, a. unitary 
scheme· approximatino> to the form of gbvernm.ent in other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local circumstances. · 
This is the form of constitution recommended by the Chief 
Commissioner and represents the choice between the three 
courses which we would ourselves make. The sclleme which 
the Chief Commissioner proposes is set out in-an annexure 
to his letter ; but. the matter is of such great importance to 
the peace and contentment of the Xorth-West Frontier Pro­
vince that we make no apology for ourstlves recapitulating 
the features of the Chief Commissioner's scheme and review­
ing the lines on which it mi'gbt be expected to function. 
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· 77. The .Chief Commissioner's scheme.-The scheme pre­
pared by the Chief Commissioner contemplates a legislature 

. to consist, as recommended by the Commission, of an elected 
and nominated element in about equal p1·oportions. .The 
precise suggestion is that the elective element should be given 
a· majority of one. , So far there is agreement with the Uom­
mission, but in place of the Commission's scheme of indirect 
election, the intention is to substitute direct election '' if there 
is found to be any strong local feeling in favour of a body of 
elected members wholly chosen by .direct ·election ". The 
Chief Commissioner does not exclude the possibility of cqm­
bining direct with indirect methods of election, but, as he 
states, th~ ·problem would require to be worked out by a 
special franchise committee possibly local in its composition. 
'fhe size of the council would be determined by the considera­
tion of :what would form convenient constituencies, but it .is 
anticipated that it .:would comprise a total membership 
elected and: nominated of- some 30 or 40 members. 
The Hindu and_ Sikh minorities would be given weightage 
which:. might be. -double that to which they would be · 
e:Qtitled on a' population basis, and would be given a choice 
'between various methods of representation including separate 

· ~lectorates, reservaticffi ·of seats, or even nomination. The 
official element would be limited to six or eight nominated 

. seats. ' ; ' · -! 
~ .. ·j '~" . .. . • . 

.r ."?The Commission 1·ightly emphasize the need for vesting 
re.sponsibility both for the five districts and for the tribal 
tracts in the same executive authority. The Chief . Commis­
sioner's scheme recognizes this e~sential requirement.· The 
head of the. administration of the North-,Vest Frontier 
Province, to be . knovtn · · under ., the·se proposal~ as the 
Lieutenant-Goyernor, :would remain the Agent to the 
Governor General in Council for the tribal area. But for 
the administration of the five districts it is .suggested that 
he, should be assisted by two ministers, of whom one would 
be an official. · "' 

TI1is depar.ture from the recomme~dations of the Com­
mission involves other important consequences. Instead of 
remaining a centrally administered area under the direct 
control of the Governor General in. Council, it is proposed 
to devolve ·authority on the provincial administration with 
a classification of subjects into central and provincial, follow-
ing broadly the lines of the classification hi other provinces. 
But there wonlrl be exceptions in the case of certain r:ahjeds 
peculiar to the North-West Frontier administration, 'vhich 
would be classified as central subject~ and dealt with on the 
existing basis. The Chief Commi~simwr has enumerated some 
of these , for instanc~, the frontier conRtabularv and scouts, 

' .. . . 
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frontier re~tsstons and allowances, and strategic roads .as · 
illu,strations of matters chiefly relating to the tribal, areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also m~ntions the extra police 
and other forces necessitated by the geographical positiop of 
the province. We think it probable that on further·examimi-: 
tion these should be classed as provincial. These, however; 
are matters of detail which need not here detain us. , The 
broad point is that in making the dividiilg line between central 
and provincial subjects, regard would be had· to the need 
for classifying as central certain subjects of all-India 
importance peculiar to the present· administration: ,of. the 
North- \Vest Frontier Province, which could not properly· be 
entrusted to th~ provincial legislature·. · , :. : · _ 

Simultaneously with the ·devolution of authority· to~ th~ 
locai administration, it would be necessary: to give' the 'pro­
vince a financial settlement. The Chief Commissioner· has 
explained that it vtill be necessary first to . reach a :figur.e 
of what may be called its normal domestic ·expenditure. · 
Steps have already been taken .to enquire further ·intO 
the classification which he has suggested of various· classes ·of 
provincial expenditure, but these again are DJ.atters of, detail 
with which we need not encumber this despatch .. : The ·out-' 
standing result is that even after heads of expenditure which 
should be classified as central have been separated,---. the. • 
revenues locally raised are expected to fall far short 'of the·. 
expenditure needed for the administration of the subjects; 
which will be classified as provincial. \ To meet this deficit a 
subvention from central-revenues would. be required which~ iri 
agreement with the Commission, we consider would be justi­
fied. 'n10· Chief Commissioner suggests, and we are disposed · 
to accept his suggestion, that the subvention fixed on this 
basis should not qe variable from year to year, but should be 
subject to quinquennial review by the Assembly. · · .. 

'l,hese are the broad o~tlines of the· alternative scheme~ 
which with due regard to local conditions the Chief Conimis-. 
sioner has put forward. In concluding his. description· of his 
proposals, which he describes as tentative only, he summarizes · 
the main respects in which they depart from the recommenda­
tions. of the Commission, namely, in the devolution of autbo­
rity to the local Government ; the provision for a financial 
f'ettlement ; the introduction of direct. election to the 
legislature ; and the presenee in the executiYe· of two minis­
ters, one official and one non-official. •The scheme is put 
forward in the helief that while se~uring to the Lieutenant­
Governor adequate controlling authority, it will give ·the 
province a fiexible constitution capable, with the growth· of 
political. experience, of development and expansion: :Without 
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the necessity of subsequent violent changes or radical 
statutory amendment. · 

,' ' . 
. 78. Consideration by the Round Table Conference.­

"'\Ve )lave no doubt that full opportmlity will he taken at the 
Round. rl,able Cqnference, in/_ffrnsultation with the British 
India delegates, to weigh ai1d to assess the rival merits 
of. the three schemes w:hich we have set out, or of any others 
which may be put forward for consideration. :Much weight_ 
will attach to the proposal to which the Commission have 
lent their authority. 'Ve recognize the care and. the ability 
with which they have considered this most difficult problem. 
\Ve do not differ from them in their assessment of the factor~ 
which must be borne in mind, ancf of which we appreciate 
the bearing. But recent events have thrown fresh light on 
what · has .. become · · a pressing poll tical problem. 'V e do · 
not disguise· the risks involved. They are set out frankly 
bv ·the Chief Commissioner. But the risk of continued poli­
tical dissatisfaction in the North-West Frontier .Province 
is to our minds· the greater menace. We look for a constitu­
tion which shall be so framed as, on the one hand, to safe-

. guard the peace and s.ecurity of the frontier, and, on tho 
other hand, to. iecognize the local aspirations with which we 
fully sympathize for a form of government, containing a 
popular element, for- the administration of purely provincial 
subjects. With this objective before us, while we appreciate 
the arguments on which the Commission base their proposals, 
we favour the more liberal scheme which the Chief Commis-
sioner has prepared, and which he 1·ecornmends. 
1 .· . . ' . 

- ' Baluchistan.· 

. 79. 'The Chief Commissioner in Baluchistan accept~ the 
, view expressed by the Commission that no present change h~ 

required in the administration of Baluchistan, where no desire 
for western institutioos has yet' expressed itseJf. \Ve also 
are. of the same opinion. We· agree with the Chief· Uommis-

. sioner in the importance which he attaches to the Commis­
sion's proposal for the- representation of the province in the 

. ·central legislature. We have borne this in mind in the 
suggestions which we have made below for the fntnre com­
position of the Indian legislature. 

Other . .A.reas. 

80. The Delhi Province.-In our memorandum to the 
. Commission on the subject of the Delhi province, we observed 
that· if coniprises the seat of the Imperial Goverumeut and 
those areas alon~ which could not convenientlv be severed from 
it; ·,Though the memorandunt "\\'as descripti\ye only, we drew 



79 

upon the precedents of other countries to emv.h~size. our 
direct intei·est in the general and political condition of our · 
own encla,·e. The· Commission's view that' the "form of 
~overnment. in Delhi cann.ot. be· usefully altered is ~ntir~ll 
1n accord with our own opinion. In our own suggestions for 
the constitution of the Assembly we meet the point taken 
hy the Chief Commissioner that there should be . two seat~, 
one for a Hindu and one for a Mus1im representative Of the 
JJelbi province. · · · 

81. Ajmer-Merwara.-Similariy, In. agreement .. with the 
Commission and with the Chief Commissioner, we' oonsider 
that at present no constitutional reform ·can suitably:be 
introduced in· Ajmer-.Merwara. We agree with. the Chi~'f 
Commissioner that the representative ·of the · provinee m 
the Assemblv should as now be elected, and should ·not, ,as 
~uggesterl b)· the CommissiJ)u, be nomii}ated ... It may ~n.ot,. 
however, be possible to meet the view of the ·chief Co~s­
sioner that Ajmer-Merwara be_ given ·a separate seat·Jiot 
shared with any other province in the Council of State; :'Bu't, 
as in the ~·~~e of c_oorg, w«: aoo~ee that the views express.oo 
hy the Chief <Jommisswner 1n fu1s matter should not be over­
looked when the precise composition of the Council' ofState 
is being considered. · · · · · · 

82. Coorg.-rrhe Commission have expressed 'the opinion 
that there is no ground for changing existing constitUtional. 
nrrangement~ in Coorg. The Coorgs · themselves appear 
from the Chief Com~sioner 's letter to be divided in their . 
vie.ws on the future status or the province. Some sections 
are reported to favour amalgaination ·with a larger unit·; 
others desire to ret~in the separate existence of the Coorg 
province. 'V e agree with the Chief . ' Commissioner: that, 
until· loeal opinion has crystallized, it :would be· premature 
:-and unwise to take final decisions. We accordingly accept 
the recommendation of the Commi8sion. again~t any pre.sent 
change. : 

. ' • ' "i 

We accept the Commission's proposal · to give: Coorg 
one elected seat in the Federal Assembly. We fully .appreciate 
the distinctin~ historical traditions of Coorg as recalled. by 
the Chief Commissioner; but we see some difficulty in accept­
ing his suggestion that this small province should also have 
one seat of its own in the Council of State instead of sharing 
a seat with Baluchistan t!Jld Ajmer-M:erw4_.ra, as reco~ended 
hy the Commi~sion. The'views expressed bythe Chief Com­
missioner on this point may however be ·further considered 
when the arrangements. for the composition of the.Juture 
Council of State are being made. · · ,· · 
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·.·····sa. Ma.chinery for constitutional changes.--Though we 
accept the Commission's view that the time has riot come for 
·constitutional change in any of these four central areas, we 
recognize that their existing systems of administration may in 
course of time come. to requir(;l modification. '\Ve should hope 
therefore that there would be machinery in the constitution to 

·enable administrative and constitutional changes to be made 
'at any time in the form of their government. · 

BUR}[ A . 
. ' B4.'' Separation recommended by the Commission.-In 

, theh~'report the· Commission discuss• at some length the future 
of Burma .. They describe the nature of its present asso­
ciation with India, and express two main grounds for their 
belief that the two countries should now be separated. These 
two grounds, which they state as cardinal considerations, are, 
first,· the strength of 'Burman s~.ntiment in favour of separa­
tion ; and, second, the constitutional difficulty of giving to 
Burma a satisfactory place in any centralized -system de­
signed to advance the realization of responsible government' 
in British Iridia. Their examination of these'two matters 
leads the Commissiont " to the definite conclusion that' noth­
ing but the most overwhelming considerations could justify 
the continued retention of Bunna within the Government of 
India ".· -Having reached this view, they next proceed to 
consider the main objections which have been raised; military, 

'financial and economic. . . · -· 
· '1 ~rhe Commission do not contest~the argument in the 

:Mon1agu-Chelmsford .report that Burma must remaint "part 
;<)f ·the Indian polity'' for 1nilitary reasons. They do not 
enter into questions· of high strategy; but, after emphasizing 
the limit of .Burma's interest in the defence of the North-

. East J.i.,rontier of India, they take their main point that§ '' they 
see no reason why it should not he possible to combine poli­
.tical f;eparation with satisfactory arrange,ments in the mi1i­
tary sphere". Though they contemplate that the troops in 
a separated Burma would be unrler the conh:ol of the Gov­
ernor in t11l ordinary internal matters, they seem to have had 
in "yiew dose militarv co-ordination under some kind of 
unified control betwe.cn India and Burma for the general 
purposes of defence. · . . _ 

~rhe Commission accept Sir 'Yalter Layton's generai con­
dusionll that " separation could fairly be effeded in such a 
way as to do no financial injury to eitber country, and to leaye 
Bur~a with adequate resources ". · 

••voi. II, Part VI. t . Vol. II, para. 219. 
tJoint Report, Para. 198. 

_ , · § Vol. II, para. 221. 
ii·Vol. II, para. 222. 
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Tlwy restrict th~it consideration of the economic conse­
quC'nccs to the effect of separation on Burma's economic posi-. 
tion and its economic relations with India, and suggest that . 
mutual adjustments shouJd be made by way of a trade conven·, 
tion between the two countries to the advantage of both. · · 

'Jhe general view which the Commission reach from these 
conclusions is that there are no military, financial or economic:: 
objections of such weight as to amount• to' 't overwhelrning• 
considerations '' sufficient to justify the retention of 1Burma 
under the Government of India. They accordingly' inake' a . 
definite reeomnicndation that Burma should be at once sepa-, 
rated front India, and they suggest that a declaratior! to that. 
effect should be made as early as possible. ··· . · . · · .' · · , 

• • • • •. f • . '., • :.: ~- • : • • » ' { 

85. The military problem.-In the short time at our dis-;-:: 
posal W(~ have endeavoured to supplement the Commissionr-s: 
investigations into the probable military, financial' and eco.;' · 
nomic consequences of separation by further departmental en..,. 
q11irie~ on our own part.· '\Ve take first the. military problem~·. 

'\Ve do not here concern ourselv.es. with' quest·i~ns o(tlie,. 
garrison required in a separated Burma; nor with the sources ; 
from which it should be obtained; nor again with such mat~·· 
ters as the nature· and extent of such financial contribl.i.tion,' · 
if any, as Burma might for one, reason or another be, re~ .,' 
quired to make towards the defence· .of India. The .broad ' 
issue which we place before ourselves is whether or not strate.,:' · 
gical considerations make it essential to maintain a single 
military organization . under unified control for the: de- •: 
fence both of India and of Burma. On this broad issue the. 
teclmical advice which has been tendeLred to. p.s by our· col .. : 
league His Excellencv the Commander-in-Chief is that unified " 
control is not essential. VIe are informed that· there is no'· 
military reason why each country· should not possesg its ~ 
own separate defence organization. This advice immensely i 

simplifies the problem with which the CommiSISion were faced. 
It does not ·mean that difficult and complicated issues may not : 
arise in ·determining the appropriate arrangements for· the·' 
defence of Burma. Nor does it exclude the possibility . 
of some measure of mutual co-ordination in the a~rang-emeilts · 
1nade for the defence of the two counb:ies. But the advice 
which we are ·given, and which we· are disposed to accept, 

· goes far to remove the military· problem· as in itself. an 
obstacle to the separation of Burma. Moreover, it is wholly 
in accord with the representation made by the Governinent ·of 
Burma themselves thatt '' separation shoulti be compl~te, and 

•volume II, para. 219. tBwm~ lett~r, p~ra.14-: 
' .. . ~ . 
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should extend to the military as well as to the political 
sphere.". 
' · · 86. Financial considerations.-Our examination of the 
financial consequences likely to arise from separation is neces-. 
sarily incomplete:, but we enclose in the form of an appendix• 
a mernorandum prepared in our Finance Department discuss­
ing ~vanous aspects of this matter. The calculations made 
by , Sir 'Valter ·Layton in his note on the financial aspect 
of separation are examined :and discussed, and the conclusion 
reached: by the Department is· that it would not be safe to 
accept at present the. ·Commission's finding that separation 
could fairly be effected in such a way as to do no. financial. 
injury to India. At the same time, according to the depart-

. mental view, separation could be brought about in such a way 
that the. rey_enue loss to India would not be of sufficient mag­
llitnde' to make it a factor of overriding importance in con­
sidc:nng tbe pros and· cons of separation. The reactions of 
separation in the financial sphere will not be confined to its 
direct ·effects on revenue and expe~diture. In considering 

. these .. reactions we wish to e-mphasize the great desirability, 
if aeparatio~_is to be carried out, of adjusting the .relations 

· bf1tween the -two countries in a spirit of reason and mutual 
accommodation, so as to avoid as far as possible the ill-effects 
which might arise from so great a change in long-established . 
practice.. This remark applies equally to the economic. conse­
quences referred to in the next paragraph. 

· . · 87. Economi~ conseq uences.-:}v e· turn now to the possible 
economic consequences of separation. Here we pass into a . 
region ·where precise .statements of the .probable future posi-

. tion ·in the event of separation cannot be made. At present 
the two cm1ntries come under a single economic system. The 
~Commission have examined the question primarily from tlw 
asped of the.. re~ctions of separation on the ~conomics of 
Burma.· They , comment on the divergence of interests 
bet ween Intlia and Burma and mentiont· t1at " Burma in­
creasingly feels that its own practical interests aomethues con­
flict ·with the policy which comme~ds itself to the majQrity 
in the central legislature ".- We are aware that some sec­
tions of influential opinion in Burma take the view that econo­
mically th~ir country suffers by its union with India, und that 
thi~ constitutes a factor in the local deman1l for separation. 
Btit ~ven if it were to be established that under existing 
arrangements Burma suffers ·some economic disadvantages 
uot directly offset by· compensatory economic benefits, this 
would not necessarily lead to a decision' in favour of imme­
diate separation. It would still be necessary to assess. the 

• Appendix IX. tV olume II,. para. 218. 
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economic effect on India of a separated· Burma. 'rhe n1ost 
that we are able at present to say on this subject is that the· 
economic effects may be considerable, but that, as suggested 
by the Commission, it should be possible to .secure the legiti~ 
mate interests of India by some such _means as a· trade con­
'yention on terms mutually advanbigeo"!:ls ·to both COlJD~r~es •. · 

88. Administrative aspects.-ID.to the more general as­
p.ects of separation we have made similar departmental in· 
vestigation. No asJministrative·objections have been broug~t. 
to our llotice of such 'moment as . to affect , a. dem, 
sion on the broad. question ol'policy whether Burma· should 
remain a part of British India, or whether it should be separ­
ated. If the political association of the two comitries were 
to be terminated, it might still be found desirable, by:mutual 
agreement to retain common services for certain purposes. 
For instance, local difficulties in· organizing . scientific depart .. 
ments corresponding to the Geological Survey of India,1 the . 
Survey of India or the :Meteorological Department could· be· ~ 
met by agreed arrangements on a basis of payments Jllade for 
senices rendered. Any necessary co-operation, for instance, 
in ngrienltural, medical or forest research, could no doubt be 
settled by negotiation. _ _ · . -. , . _' \,., 

89. Separation accepted in principle.-The. brief review 
which we have made of the military, financial, econoinic_ and 
administrative factors leads us generally to the same· con­
clusion as that reached by the Commission, namely that, 
li,n\·cver important may be the practical considerations which 
are raised by the proposal for separation,and we do not dis­
gui~t~ from ourselves the fact that the consequences may be. 
r~,r-reaching, they do not in themselves constitute any insur-· 
mountable. barrier. The separation· of Burma can therefore 
be. examined in the light of the broader considerations of~ 
policy adduced by the Commission. In their first volume the . 
Commission • set themselves '' to bring home to the British 
Parlian1ent and the British_ people in what the difference 
uciween Burma and the rest of India essentially consists". 
The p•~opk of Burma arP- entirely different from the_ people · 
of Inrlia. They come from a different stock and have ··a · 
diffcnmt . historv. The former rulers · of India never; 
ruled over Burina. · The country ip whic_h the -Burmese ' 
live is geographically distinct from ·tndia and is · ·cut : 
off from it by. sea, mountain and jungle. · These state..~ 
ments bv the Commission . of the differ~nces between the 
two comitries supply the fundamental argument in favour of 
separation, an argument which develops greater strength;. 
with each step forward that- India takes on the road to self-. 

• Volume I, para. 95. 
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/ gove'rnment. · The Commission describe the difficulties of 
Burmese representation in the central legislature, and the 
disabilities from which the few Burman representatives must 
necessarily. suffer in a body preporideratingly Indian in its 
composition and its outlook. 'Ve accept their description and 
we recognize the. difficulties. But the real argument for 
separation is that in the words of the Joint Report• " Burma 
is, not India ". For that reason the growing volume of 
Burmese sentiment_ in favour of separation is now. difficult 
to resist. Since. the publication of the Commission's report 
the .Burma legislative council has again expressed itself 
unequivocally in favour of separation, and in their letter the 
Government of Burma acceptt as "unquestionably correct " 
the estimate of Burmese opinion made by the Commission.+ 
We · accordingly., endorse the view expressed by the 
Co~ssion that, so· far as there is public opinion in 

. Burma; it is strongly in favour of separation. Assuming, 
· therefore, that an equitable financial settlement will be made 

between thEt two countries, and that their respective economic · 
interests will be safeguai·ded by arrangements which we )lOpe 
may be mutUally advantageous, we support in principle the 
proposal that Burma should now be separated. At the same 
time we feel strongly that it is a matter regarding which' 
Indian opinion should have ample opportunity to declare 
itself, and we would not ·ask His Majesty's Government to 
com.e to any- definite decision until there has first been full 
discussion of the whole question at the Round Table c,)n­
ference. 1Ve accept the view of the Commission that there 
is-nothing to be gained by postponing separation to any later 
stage- in the. constitutional growth of British India. If 
separation be accepted in principle,- the present re­
vision of the whole constitution of government ·in Britisl1 
India supplies the appropriate occasion for making the 
change.· 

90. An early declaration of policy.-The Coinmissron 
suggest that au announcement should be promptly and pub­
licly made that the policy of separation of Burma from British 
India has been approved, and that consideration will at once 
be given to tlJC- question of the new constitution of Burma, 
and to the adjustment of the many complicat~d and important 
matters which must arise during the period of transition. 

. As we have just indicated, we do not contemplate that any 
public peclaration shoul~ be made before the question of the 

•Joint Report, para .. l98. tBurma letter, para. 2. 
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separation of Burma has been considP.red ·by the Round. 
Table Con.f~rcnce. There may even be difficulties in making 
an announcement before Parliamentary approval· ha~ been 
obtained. This, however, would. be a matter between His 
~fajcsty's Government and Parliament.' rrhe 'point '~ith. 
which we are <:oncerned is to invite attention to· the emphasis, 
which the Government of Burma lay upon the neeu for ex­
pedition, ·in order that a new constitution .for, Burma 1nay 
come into being at the same time as the new constitution 
for British India. In view of the large· issue~ involved, we 
have some doubt whether this will in ·fact be possible; but, 

' assuming that the general case for separation is established, 
we agree both \vith the Commission and with the local Gov- · 
ernnicnt that an early declaration of policy is desirable to 
enable enquiries to be set on foot without avoidable ~elay, in' 
order to effect the separation as nearly as may· be simulta-. 
neously. "ith the introduction of. the new. constitution )I\ 
I d

. . . . " . . 
n 1a. 

' t ' '-', '· ..• , • ·, ·-

91. The machinery for enquiry.-W e have mentioned. that 
large issues are involved, and we. shall endeavour :to ghle 
a connecte<l view of the general nature of the :enquiries 

·which seem to us likely to be necess~ry before separation can 
be carried into effect. In such an event, there would: he ihree · 
classes of matters to be considered. · In the first place a new, 
constitution for the separated Burma would be required. 
Secondly it would be necessary to separate the finances of tho 
two countries and to determine in other respects their mutual ·· 
rights and obligations .. And, lastly, . there ·are all those 
arrangements which may require to be made by· agreement 
between two separated countries, .arrangements, for instance, 
relating to commercial and trading- conditions. The most 
that we can attempt at this stage is to sketc:P, in outline the .. 
machinery which may be necessary for the inve-stigation of' 
these several matters. · · · · · 

92. A constitutional commission.-The Commission · na~ 
turallv do not themselves undertake to elaborate' a constitu-: 
tion for Burma because, as they say, _'suggestions. fJ;om 
authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the. consequent readjustments 
are hypothetical. But they indicate* that they do not con­
template that " the framing of a new cmk.titution for Burma, 
would he undertaken without full consultation on the subject 
with th0se having special knowledge of the working of the· 

•Volume II, para. 225. 
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present government, or until after further enquiry into local 
conditions. and opinions ". 

' . \ 

· · "'Ve should not anticipate that there could be any difference 
of opinion on tha necessity for appointing some authoritative 
ad hoc body, whether commission or committee, to report upon 
a new ~onstitution for Burma. Conflicting views · may 
be held regarding the exact nature of this body. The 
Government of Burma set out two alternatives, either en­
quiry by a' Parli~entary commission appointed by Royal 
'V arrant or enquiry by a committee in which Burmans 
would . be· included. For reasons given in tlleir. letter the 
local Government prefer the former method; but would make 

. provision ·to associate a select committee of the Burma 
legislative council with the work of enquiry both in Burma 
and -in. England. 'Ve do not ourselve.s feel called upon at 
this stage to expr~ss an. opinion on these alternatives. But 
there is a considerable Iridian population resident in Burma; 
and Indian capital and labour play an important part in 
Burmese business. The Government of India could not there­
fore disclaim all concern in the framing of a new constitution­
for Burma, and we would expect that in the process of enquiry 
Indian· opinion would be given adequate opportunity to be 
heard· on all matters touching Indian interests in Burma~ 
These, however, are matters into which we nee(l not now enter. 
Our immediate intention· is to affirm the need which, in 
tire event of separation being accepted,. will at once arise 
for' full and specific enqnicy into the framing of a new con­
stitution for B.urnu:t, a problem which has not yet been 
exanlined. . . 

· While. we limit ourselves to stating this broad proposit_ion, 
·there is one matter of particular· importance r~lating to the 
terrns of refereiH:e to be given to those entrusted ·with this 

·responsible task:, on, which the local Government comment, 
and to which we~ invite attention. When the announcement 
of August 1917 was made, Burma was, as it now is, a part 
of British. India~ The progressive realization or responsible 
governntent, was promised to Burma equally with the rest of 
India. It is important that the pledge then ~iven shfiuld be 
re-affirmed to a separated Burma. In some quarters doubts 
have been cast or. the motives alleged to underlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policy of His ~fajesty's 
Government 8honld, in the event of separation, be publicly 
made in ordPr to set such doubts. at rest. We.agree with tLH 
local Government that the point, which was not overlooked 
by the Commission,•- can-probably best· be- taken-in the term& 

•Volume II, para. 225. 
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of reference given to the commission ~r c~mmittee -appointed 
. for the purpose of the constitutional enquiry~ 'Ve-do not pro-~ 
pose to discuss the lines on which this enquiry should proceed,; 
but the organization of the defence of Burma willbe a matter 
in which, as near neighbours, we may be expected to possess. 
a continuing interest. For that reason, as also because of the 
present association of the two countries, we as·sume that the· 
body charged with the constitutional enquiry will. obtain· the ·. 
views of the military authorities in India on this question.-. .. 

Lastly, before we pass on, we take . this opportunity' td" 
state our agreement with the opinion~ expressed by the .Com-.: 
mission that, if separation takes place, the Governor. GeneraL ' 
of India should cease to have any official responsibility towar<\s 
Burma, and Burma should have a Governor of its .own.'not:; 
subordinate to the Governor General. . · 

93. The financial settlement.-The general financial, 
asp,~cts of t.he separation of Burma were examined by Sir , 
'Valter Layton in an appendixt to the report. We hate already. 
P.wutioncd his general ·conclusion, which· the . Commif-!sio11 .. 
arccpt, that separation could fairly be effected in such· a way: 
as to do no financial injury to either country, and, to~ I~ ave 
Burma with adequate resources, and we have invitcd·.atten­
tion to the t·ather more cautious anticipation of the p1:obable · . 
position made by our own Finance Department. The ,(iov-·~, 
ermnent of Burma state that while they, do.~ not accept tLe · 
assumptions made by Sir 'Valter Layton, they_ accept · his'·. 
general cm1elusion that there is no .strong financial objection .· 
to separation. , 

r •• ' ' 

lt is clear that the separation of 'the ·finances of the 
country -will ;raise. extremely difficult issues, _requiring close 
expert analysis, in the decision of. which it Will he essential 
to hold an even. balance between what- may .be conflicting 
claims. We agree with . the local Government· that' the· best 
method of approaching this difficult p~oblem is to endeavour, 
by mutual co-operation between the .Government of India and · 
the Government of Burma, to draw· up .an agreed statement:. 
of the case for reference to.an impartial.tribunal .. ·The sub-· 
jects requiring settlement will be of a technieal nature, and 
will include, besides the normal questions of. the adjustment 
of revenue and expenditure, such matters as the allocation · 
of debt- charges and .the adjustment of currency arrangements.· 
No constitutional, commission :could deal.-lsatisfactorily with 
these questions, for .. it$ functions would be"entirely. different, 
as also its probable methods >Of enquiry .. In arriving at., a 
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:financial settlement the main point to be considered is· the need 
for satisfying public opinion in both countries that each is 
being fairly treated. Indian public opinion would watch this 

. aspect of the arrangements ve~y jealously, more particularly 
the allocation of· debt burdens. "\Ve believe that a committee 
of the Privy Council.would be the sort of tribunal most likely 
io.satisfy India:q. opinion. Their ~ecisions could be given on 
evidence placed before them,. assisted by expert witnesse.s,. 
or possibly assessors,. from India and from Burma. . . 

. 94. Trade agreements.-There remain the matters to be 
settled by. agreement. Those which we have principally in 
view are connected with trade and commerce .between the two 
countries. It might be argued that the consideration of these 
aspects of the problem could be left over until separation. is 
effected, a financial settlement reached, and a new constitu­
tion for . .Burma inauS'llrated. The contrary -view might be 
taken by- Indian critics, that Indian opinion would only agree 
to ··separation subject to satisfactory arrangements being 
made on such matters. We do not ourselves consider that 
this attitude. could be sustained, but we recognize that the 
knowledge that India and Burma were agreed to work to­
gether to their mutual advantage in regard to these questions 
would facilitate the discussion of the overriding issue of 
separation. We therefore agree with the local Government 
that 'in the tre!J.tment of these questions, as in the .collection 
of material on which to reach a financial settlement, the ground 
should be prepared and endeavours made to establish without 
further-delay. an agreed statement of facts to serve if possible 
as a basis for future arranements, which the two Govern­
ments, as they sfand to-day, should agree to accept. 

. . . 
... _. 95 . .Summary.-After ·accepting separation in principle, 

we have in these paragraphs attempted to indicate in very 
general terms .some· of the more important issues involved, 
and to suggest machinery for their treatment. Should the 
policy of separation be adopted, these matters. will require a 
very much closer examination in detail than it would be pro­
fitable for us to give them at the present stage, while the 
acceptance of the policy itself is still hypothetical. · · 

THE CE.NTRAL EXECUTIVE. 

96. The conditions of the problem.-We come now to the 
.central Government and the main problem which it presents, 
namely, the nature of the central executive and its­
relations with the legislature. In considering the form of 
government at the centre it is necessary to rememller that 
we are ~ngaged in a process of transition from a system 
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of bureaucratic administration towar<is full responsible gov­
enunent. · The process may be said to have commenced as 
soon as a legislature. containing au elected non-official element 
was set up. It has been developed by successi~e 
increases in the elected element in Jhe legislature and in the , 
powers that the elected element enjoys, and also· by. the 
inclusion of non-official Indians in the centfal'executive. · f.Wc 
lta\·c l!}ready explained that in our vie\\l the time has not ·_ 
yet come for the final completion of this process, and that 
the present period of transition requires the continuance of an, 
effective partnership between Britain and India. · A 
partnersbip hn·o]ves on hoth sides some measure of ·flccom­
modation nnd compromise, nud there is nlways a danger that 
it may lend to divis,ion of opinion~ N e'\"ertheless it is ·.cle·ar · 
tlmt on no other principle Cflll we expect to devise at this stage 
a form of government at the centre which will prodde for · 
the essentinl interests and respon~ibilities of . Britain, and 
at the same time give scope to the 'reasonable demands and 
aspirations of India. · · · . . ·.. .~. . '· 

97 .. The existing form. of gover~ent . .-..It m~y be'.~on· . 
venient at the outset to recall the framework of the existing . 
structure of government at the centre.· The Governor General 
in Council is responsible in all matters to the Secretary. of · 
State. The members of the executive Council are appointed 
by the Crown and three of them must .be persons, . who­
have been for at least ten years in the service o~ the Crown 
in India. The 'legislature consists of two chambers, of which . 
the first contains a substantial majority .9f elected members, 
though the nominated element consisting of 26 official mem-, 
bers and 14 non-officials, is of sufficient size to play. ·a ·VeJ-y 
important part. The non-official Indian members . of · :the 
Governor General's Council have not been ·. drawn : from 
the existing legislature and do not· depend for their 
position on its support. The . Govenunent , endeavour · to 
accommodate their policy so far as circumstances ·permit to 
ihe views of the majority of the legislature.- .But this does 
uot obscure the fact that ultimately they are responsible to the 
Secretary of State, and that in the las.t resort there are 
special powers by which they can secure what' they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legislature. 

98. The working of the. existing system.-:-Unity in the -
executive.-In our view the· main conditiops .o~ a' str~ng ,qov­
ernment on tl1e lines which· have alr~ady been drawn 
irrevocably for India are, first, internal' unity· in· the .exec~­
tive, second, harmony -between the executive and the. legisla-

. ture . and, third, a sufficient 'backing from public ' opini~n. 
'Ve propos,e to consider in the first place to what extent. these 
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conditions are at present realized. The existing system pro· 
riues adequately for the lirl:lt condition, namely, internal unity 
in the executive. AU the members of the Governor General':i 
Council are appointed by the Crown. An Indian member of 
Uouncil may have- made his name in. political life, but ou 

.appointment to the Council he would be regarded as a tem· 
porary official, more amenable perhaps to popular influences 
tha~ an ordinary official, but standing apart from the-legisla· 
.fure, and for the time being lost' to popular politics. The 
executive thus retains its unity. 

; 

99. Relations· between executive and legislature.-Tho 
second condition however, namely, harmony between executive 
and legislature is on .this very account most difficult to realize. 
There ·is no effective link between them, and it is important 
to see whether their mutual relations are such as to avojd 
embarrassing the Government as a whole. The Commission 
would almost seem to suggest an affirmative answer. It is 
true, as they point out, that a large number of Government 
measures have been passed by the Legislative Assembly, 
and that~ though many of these are of s:ubsidiary interest, 
.some have been of great importance. It is necessary, 
.however, to look below ~he surface. If the workin-g of the 
·system is analysed, it will be found that an appreciable 
'amount of non-controversial business is got through by agree~ 
ment ';that in m~tters important in themselves, but which do 
·not seem to the executive to be in conflict with its vital 
-responsibilities, the executive is prepared to let its decisions 
, be largely guided by the views of the .legislature, and that i•1 
1natters which raise issues affecting the essential respon~i­
bilities of the executive, the latter is sometimes able 'with tho 
foundation of a nominated official and non-official element 
totalling 40 out of 145 members to secure· sufficient support 
from other groups to get its own way by a bare majority and 
· ufter acute controversy. But there are occasions when the 
executive fails to carry in the legislature measures which it 
regards as of the first importance, and there are other occa· 
sions when it feels that certain legislation, m~cn if not of an 

. essential character, ought to be undCI·taken, but knowing that 
there is no chance of carrying it, refraius.from introducing 
it. Thus, altl1ough at first sight it might appear that th~ 
executive is usually able to carry its measures, the rehl situa­
tion is that in any controversial issue the Government can 
seldom be certain of securing the support of the majority of 
the Asseml)ly. It is h-ue that their executive powers arc un­
impaired, though they are subjected to inevitable and cease­
less criticism~ But the difficulty of ensuring a majority in 
the ~ssembly may frequeJl.tly be a source of embarrassment 
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in projects of legislation or in- obtair·ng supply. In . th~se; 
circumstances it is unlikely that wha we have described as, 
the tl1ird ('(JTidition of a strong Government should be realized,· 
namely, a sufficient backing from public opinion. Inde~d, as. 
we indicate below, controversies in the Assen1bly definitely 
tend to injure the credit of the Government in the count,ry . . 

100. Causes of lack of harmony.-It is no p~rt of_.~iu;'c~s~,. 
to impute the blame for these conditions either 1 · t~.; th~ 
executive-- or to the legislature. It is merely a practical 
illustration of a familiar feature of representative govern· 
ment of this type, where _an irremoyable executive _ _is. con- · 
fronted with a popular Assembly in which it can co~and · 
only a minority of votes. Personal influence and a spirit of 
goodwill may do something to mitigate the tendencies'. which · 
make for disagreement between the executive and the legisla.:­
ture. But tho tendencies themselves are inherent' in . the 
system. On the one hand there is a legislature with :a · 
substantial majority of elected members entrusted With wide 
powers but with 110 real responsibility. The)egislature -can .. 
and does in many matters influence profoundly_ the· policy . 
of the executive. But it can hardly feel that ·the policy: is 
really its own. It cannot secure that . those who determine 
policy should be in general sympathy with its views, nor can. 
it be called upon to assume responsibility for the action .-which 
it recommends. In these circumstances it is naturalthat con-

. siderable elements in the legislature should develop primarily.·· 
an attitude of destructive criticism and find themselves 'in 
constant conflict with the executive, partly. on the, me.rits o~ 
particular proposals, and partly as a protest against a position 
which they resent, and from .which· they can only. hope._.,to 
escape by undermining and wl'3akening the authority of the 
executive. The executive on the. other hand; while it retains 
its normal powers of executive action, and is even ·able in 
emergencies to override the decisions of. the legislature in· 
matters of"legislation and supplv, nevertheless suffers from 
the loss of public credit and confidence which result from . 
conflict with the legislature. Public opinion counts every year. 
for more and is expressed in mi increasing degree in ~the 
legislature, where it finds a conspicuous platform for . ·the 
purpose of extenrling its own influence and denouncing the. 
policy and action of Government. Conversely .the criticism 

~ of the executive by the electerl membeJis in the Assembly, 
characterized as it not unnaturally is, by the normal exag-gera­
tions of political oontroversy, receives · wide ~ publicity 
and support in the press throughout India, and so magnified 
has tended to generate feeling and friction. Jrhe; Statutory 
Oommis$ioll: refer. rightly to the danger of the authority- of 



Government being undermined by_ continuous and unjustifiable 
attacks. Publicity is suggested as a con·ective, but satisfac­

. tm·y vublicitj~ for a Government placed in the. position we 
have indicated above is difficult to secure. The only effective 
remedy is to enllst ·a greater degree of popular support . 

. · _101. Outline or proposals or the Commission.-Ha ving 
given a general picture of the existing constitution at the 
centre and the way in which it works, we have to consider 
ilgidnst this background the proposals of the Commission for 
the future. The Commission suggest no change as regards 
the responsibility of the Governor General in Council to the 

· Secretary of State, and they have been- unable 'to propos€1 
any definite restriction of the field in which the Secretar,­
of. State. 'Yill exercise his powers. In all matters, with th~! 
exc~ption. of those covered by the :fiscal convention, the prin­
ciple of which1 however, they do no·t approve and would not 
ext_end, the ~Commission contemplate that the Governor 
General in Council will remain subject to the~ orders of the 
~ecretary ·.of _ State. T~e Commission further insist• in 

. very emphatic language on the unity of the Council. '' Unity 
irJ the ·c~Jntral executive must be preserved at all costa ", 
Tl;tey propose to continue the requirement that three of the 
members of the Governor General's Council should be persons 

, -who have been for at Je~t ten years in the service of the 
Crown in India. They put forward, however, two important 
s~gges,tions in connection with the appointment of members of 
the Council .. In the first place they suggest that the members 
should be appointed by the Governor General instead of by 
·the Crown; and in the second place they suggest that some of 
the. members. of the Council should be taken from an1ong the 
members of the legislature. At the same time they propose 
changes' in the composition of the legislature wllich might 
Jmv·e far-reaching effects. . They "contemplate that the 
Assembly should be composed by indirect election from pro­
vincial councils; that its numbers should be raised from 145 
to something b~tween 250 and 280 and that the official element 

'sho.uld be reduced from a total of 26 to 12, to which would be 
· added the members· of the Governor General's Council. 'V c 
discuss ·the gene1:al question of the substitution of indirect 
election for the present direct method when we come to deal 
with the eentrallegislature. But it is in point here to observe 
tliat "there· is little ground to anticipate that this change 
would produce a legislature of which it could be predicted 
that it ·would 'vork harmoniously with the executive 

· contemplafea by the Colllmission: Ill any· case it is evident 
-that these proposals would completely changQ the balance of 
~ ·tht~ legi~latu·r_e, and 'that the proportion which the offici~l 

• Volume II, :para. 161?~ 
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element bears to the whole would be so small' that it would 
he unable to exercise any appreciable. influence..: - · · 

102. Implications and consequences of these propos_al~-It 
is necessary to .examine fully the implications of these pro~ 
posals. Such au examination appears to' indicate· tha~ ·it~ 
practice they can hardly produce. the strong central Gov-:­
~rnment which the Commission desire to see .. Indeed they 
carry a stage further a process which we· c<?nside:( 1?-as ~l­
ready reached the limits of safety .. The pohcy pursued· tn 
the past' in developing the constitution has been to ma,ke suc­
cessive advanees in the legislature, while· maintaining more 
conservative treatment in the executive. That may have been 
a wise course as a matter of political education; but inoth~t 
respects it has had consequences not salutary~· '':As we have 
pointed out above, it has tended to foster irresponsible cr1~ 
ticism in the Assembly, and placed the executive in a di.ffi~ult 
position. A stage has now been reached when the appropr1a.te 
course appears to be to endeavour to bring the devdopment in 
the legislature and the executive into closer co~ordination. 
\\' e should .therefore prefer to pursue a sommvhat more. 

cautinus policy in regard to the legislature, and to cmisider 
whether It is :not possible to contemplate some development of 
the Uommission's.proposals for the executive in'its relations 
on the one hand to the Secretary .of State and on.theotherto 
the legislature, which would afford promise of more' favour­
able conditions than these proposals, as they have·been gen~­
rally -:.1nderstood, would appear to contain. Under·thc~pro­
. posals of the Commission we fear the executive woUld fhu1 
itself constantly faced 'vith the dilemma eitlier .of conflict with 
the legislature, under conditions in which it could .never: ex­
pect a majority, or of subordination to the vi(nvs of.the legis• 
Ia ture. The answer suggested by the Commission to this line 
f)f comment is that in fact. G~vernm(mt~·policy will be pro· 
foundly affected by the actiOn of the 1leg1slature; and that U:o 
executive will to an increasing degree be responsive . to tlw 
will of the members of the Assembly. This doctrine· of'' res­
ponsiveness '' is one to · which ·we ourselves' attach great 
importance, but it must be recognized on the oi1~ hand that it 
cannot be applied when tho rwpuJar view, is in opposition t•-' 
the poli<·y which Parliament considers it necessary· to pur­
sue, and on the other hand that when it is applied consistei1tlv . 
it app~oaches very near to responsibility. R-esponsiveness to 
the legislature is difficult to combine fWith a strict adb"er-. 
cnce to the principle of responsibility t~.Parliame:tit over the 
whole field. We shall deal with-the matter more fully later. 
At this point we only wish to suggest that the difficulties in-

, herent in the situation would be greatly 'enhanced by co.nsti­
tuting the executive and the legislatur~ on principles which 
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would widen the gap between them. We do not deny that 
there must in present conditions remain_ an. appreciable 
degree of incompatibility, but our aim should be· to reduce 
that'incompatibility so far as circumstances permit. Ii, as 
we hold, the Commission were right in takh:g the view that 
the present popular chara~ter of the legislature should not be 
impaired,- any adjustment must be sought in revision of the. 
composition of the executive or of its responsibilities. In­
regard, to the latter point we have already suggested that it 
may be possible for Parliament to restrict its interest to cer- · 
tain definite purposes, a ~ourse which would have im­
_portant effects on the relations of the centr~l executive and 
its legislatu~e. In regard to the fo~ of tl1e executive it may 
be that, in order to obtain a greater degree of harmony with 
the legislature, we shall have to sacrifice something of its.in­
ter::ual nuity. '\Ve do not failto realize the great importance 
of effective unity and shall endeavour in any suggestions we 
make to promote its retention in the greatest degree possible. 
But we·do not think that all other considerations can be sac-

. rificed to the .attainment of this one object, or that internal 
·unity in the executive without any degree of harmony between 
the executive and the legislature will yield a strong or even 
a tolerable Government. , · · 

. 103. The possible methods of sharing power.-Exclusion 
of certain functions from the field of the central Govem­
ment.--'\V'e have made it plain that in our, view conditions at 
the· c•enfre inYolve an inevitable duality or s1haring of pl)we~ 
betwe~n Parliament and the Indian legislature, and we uow 
proceed to consider the various constitutional forms by w11ich 
tl1is i.~s~m1tiaJ fact might receive expression. Tll•J mosi ex-

. trem~ ~md rigid method w·ould be to exclude certain subjects 
from the purview of the Indian legislature; and to administer 
then1 inunqualified responsibility to the will of ParliamE'nt. 
As a mr_•ans of dealing with strictly limited problems for very 
special reasons it deserves consideration, and we shall discuss 
below the proposals made by the Statutory Commission for 
excluding from the sphere of the Governor General in Council 
tbe administration of the army, and the exercise of para­
mountcy in regard to the Indian States. But the objections to 
any considerable extension. of this system are obvious. Con-
stitutionally it may be distinguished from dyarchy in that in 
the maii1 sphere of government there would be no division . 
.Hut if"the excluded sphere were appreciable there would 
really be two Governments, and that is clearly not an arran;,·c­
ment which could be contemplated. :Moreover, even if the 
excluded snhere is limited, .such a plan involves a separation 
of the furu:tions of government to which there are substantial 
Qbjectio:q~. 
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104. Exclusion of rights of paramountcy in relation to 
Indian States.-The specific proposal, however, made by the 
Commission that in future the Viceroy, and not as at present 
th~ Governor General in Council, should b~ the agent of the 
Paramount Power in its relations with the Princes, appea.rs to 
Hs to rest on a sound basis and has our full support> We 
give in detail later the reasons on which this conclusio~ is 
based. It is sufficient at this point to state that we ·r~gard the 
exercise of paramountcy over the' States as. ~ot o:r:e .'9f the 
natural functions of the Government of Bnbsh. Ind1a, ,and 
we· recommend accordingly that it should be vested iri: the 
Viceroy alone. · j • • • 

IOi>. Sugge.sted exclusion of defence.-The. Commission 
have ])roposed, for special reasons, that the problem ·of the 
defence of India should also be solved on the lines of exclu­
sion. They suggest that a definite agreement t¢ght be 
reached between India and Great Britain, acting on behalf 
of the Empire, whereby the forces composing the 'existing 
army in lnuia \vould no longer be under· the control· ()f the 
Government of India, but would be under an Imperial !autho .. 
rity, which would naturally be the Viceroy. acting in ~concert 
with the Commander-in-Chief. The Imperial authoriti~s 
would undertake the obligations of Indian defence in, retur~ 
for the continued provision of definite facilities as to· recruit­
ment, areas, transport and ·other matters. It ·is . suggest~d 
that there would be an equitable adjustment of the burden1 of 
:finance, a contribution subject to revision at intervals being 
made from Indian revenues, while it is foreshadowed that the 
balance of the expenditure would be borne by Great Britain. 
The central legislature wou ltl not vote the annual,[ sum re· ·. 
quired for the army, the appropriation of· which would be 
authorized by certificate of the Governor General. It is sug~ 
gested that a committee on army affairs should be constituted, 
on which the central legislature would have ·representatives, 
for the purpose of discussing and· keeping in :touch with . 
1nilitary questions. The military administration would: have 
to be secured in all necessary control over its own dispositions 
~nd arrangements, and would have the tight to demand' the co­
operation whicli it now enjoys from the · civil authorities~ 
'Ve examine elsewhere the mo.re practical·. administrative 
aspect of these proposals. At this point we confine ·our­
se~ve~ to a .cons_ideration o_f the scheme fn regard· to its con- _ 
shtuhonal Implications. " · · 

106. The constitutional aspects of this suggestion.-The 
Commission have been greatly impressed by two incontest­
able facts. The first is that the defence of l!:tdia involves 
interests in which the whole Empire is · concerned. -~he 
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second is that: though we look forward to a future in which 
India will a~=:sume responsibility for her own defence, for 
the pre.sent 'and for many years to come the defence of 
India must rest on an army 'vhlch includes a large Bl'i~ish 
element. From '·these two facts the Commission draw the 
conclusion, which we fully accept, that Parliament cannot 
now or in any future which is within sight divest itself of 
all responsibility for the army in India. The Cqmmission 
view this conclusion as involving an obstacle in the way of 
progress to full responsibility. 'Ve agree that the pro"Qlem 
of.defence is the most serious difficulty that stands in the 
way' of India's attainment of fully responsible self-govern­
ment, and that it is likely to continue longest. But at tht.! 
m~ment it is by no means the only difficulty, and we thin.K it 
is important not to suggest that its removal would at once 
Clear the way to fully responsible government over the rest 
of'ihe central field. - It is evident that that is not the view 

. of.· the Ipdian Statutory· Commission. On the contrary, 
acqording to their plan, after the exclusion of the army from 
the sphere· of the Government of India, that Government 
would still remain irresponsible to the legislature. It id 
doubtful the1·efore whether. under this proposal of the Com­
'mission there would be any immediate gain to India's consti­
f,1tional progress, and we are somewhat apprehensive of d. 

·nrcmature decision. Conditions do not remain static, and it 
. ~eems ·to us not i~possible that, by retaining the army for 
'th'~ present under the control of the Government of India, a 
\vo.rkable partnership in its administration may gradually 
·be evolv~d by means of the natural processes that we hope 
to see set up by the new constitution. On the other hand we 
do not in any way ignore the advantages promised by the 
proposal, even if the full effe~t~ of these might not be im~e­
diately felt, and we are of op1mon that so far as concBrns Its 
constitutional aspect', much must depend on the attitude of 

· · Indian opinion. If that opinion expressed itself definitely 
in favour of the idea, we should certainly recommend that it 

· sh(mld be further examined. 

, . 
107.-A scheme conting~nt on exclusion of defence . ....:.In this 

connection one of our number wishes to draw attention to a 
scheme which in his view would deserve careful consideration, 

. if it w~re found possible in agreement with Indian opinion 
to place the administration of t~e army and the defence. of 
India in the hands of the Governor General. '\Vith this 
barrier to constitutional advance removed, he suggests that a . 
form of central executive might be considered which would 
make feasible a considerable measure of responsible 
government. The scheme would ,recognize · fully the 
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concern of Parliament for securing certain purpose::; 
which 'Ye bave described elsewhere, and the principl~ 
would be that after providing means whereby the.. d~t.y 

· restiiig on Parliament in respect of such matters_ might h~ 
discharged, responsibility for the rest of the administratiqn 
would v.ass to ministers answerable to the legislature.· 
'l,he feasibility of the scheme admittedly depends in the firs~ 
place on an agreement by British and Indian opinion tq 
remove the administration of the army from the province o,:( 
the Government of India and place it in the hanqs of, ~h .. e, 
Governor General. \Vith the elimination of this responst-., 
biiity and of the exercise of·paramountcy over Indian States,: 
which we have already recommended should be the .functiol) 
of the Viceroy and not of the Gov~rnment of India, it.is· sug-~ 
gested that the way would be left open for the functioning .ill. 
a unitary Cabinet, reRJ!Onsible to the legislature and a.dminis-. 
tering all the remainrng departments of Government, but· 
subject to the overriding control of the Governor Gener;:tl in 
all those matters in which Parliament. found it necessary to 
maintain its responsibility. Though the administrat~ori ~fair 
i:mbjects, except the two which would be· excluded from .. the· . 
functions of the central Government; would be conducted by 
ministers chosen from and responsible to the legislature; th~ 
ministers would in cases which affect the responsibility_ 
reserved to Parliament be subject to· the exercise by the . 
Governor General of extraordinary powers oJ ·direction and 
veto. },or· the effective exercise of the powers reserved tO' 
the Governor General~ it would be necessary thilt he. should. 
be suitably advised. It is suggested that one way' in which1 

this purpose could be served would be through the appoint-· 
mcnt of two or, if found necessary, more advisers of'suitable' 
experience and standing, who would be charged· with· the· 
special duty of pointing -<mt when a course of action · or 
abstention from action was calculated adversely to affect the 
interests which it was the duty of Parliament to safeguar4. 
Such advice would be tendered· in the first instance to the 
n1inister concerned, and in the event of the m!nister'f;J refusal 
to accept it, it would be for the Governor General to dec~de 
either forthwith, or after consulta.tion with the Secretary of 
State, whether the occasion demanded the exercise 'of his 
~pecial powers. With the secretaries in the variou!-1 depart:J 
ments would.rest the duty of seeing that all impq~ant ques-
tions, even remotely likely to impinge on tpe sphere .in which 
Parliament maintained its responsibility, were submitted to 
the ministers tbrongh the. advisers, who would thus be in con­
stant ionch with tht~ important day to day administration of 
departments. Finally, the Governor General would be armed 
with the powers requisite to enfo-rce a decision both ,in the 
field of legislation and finance, and the ~1ltima!e power ~~ 



·suspending the constitution would also be a necessary corol­
lary. It wo,lld be specially necessary to provide for thu 
responsibility of Parliament in the financial field. The l'e: 
. payment of the public debt of India and the interest thereon, 
the charges due from the Indian exchequer for the cost of 
Indian defence, the pay and pensions of officers appointed 
by" the. Secretary of State, would all need to be specifically 
provided for by making them a first charge on Indian reve­
nues, and the management of the currency would need to be 
entrusted to a reserve bank suitably constituted and placed 
ori a statutory basis. The fulfilment of certain conditions, 
such as the establisltmeill.t·of a reserve bank of this character 
and the constitution of a statutory authority for the control. 
Qf railWays, would precede the inauguration of such a consti"' 
tuti<?n. These preliminaries, which would be of a definite 
and specific character, 'need not .. however relegate its intro­
dtf~tio~ to an indefinite or unreasonably di~tant. date. 

: It is recognized by our honourable colleague that it is 
possible to urge objections, not without force, to such a 
constitutional proJect, and to express doubts, not withont 
ju~tific~tion, as to its operation in practice. The important 
question, however, in his opinion is whether on the one side 
the proposal to confine the limits of Parliamentary inter­
ference within as narrow boundaries as possible, and thA 
manner of its exercise, would find a-cceptance, and on tho 
other whether c~rtain inevitable limitations of- authority' 
would meet .with acquiescence. The· advantage claimed for 
the. ~cheme is that it permits of a unit~ry. Government at the 
centJ,"e, of a· healthy development of parliamentary life, pro­
cedu;re and conventions impossible under any dyarchic scheme, 
and that it· goes a considerable distance on the road to self­
gQvernment without the sacrifice_ of essential interests and 
without embarking on a course which in case of necessity 
would not permit of reconsideration. Further constitutional 

. development would neeu neither fresh legislation nor fresh 
sanction· from any authority. Given good sense and goodwill 
on both ·sides, progress would be automatic and would take 
the shape of the non-exercise of the Governor General'~ 
powers of control1 which would alone stand- in the way. uf 
complete responsible government, except in so far as the 
army was concerned. 

. . .OUF honourabl~ colleague makes ·it. plain .t~at his plan 
ts contlngCJlt on the acceptance by Indmn op1n1on · of ·some 
&rrangemc;mt. in regard to the army on the lines adumbrated 
by _the ~tatutory Commission. So far as "Indian opinion bai 
Y,et- disclosed itself, we see little prospect of any such arrange­
ment being acc~pted. We do not therefore .propose ·to. 



examine "'"the practical difficulties which u~der such a scheme 
might arise both in eonuection· with the administration -of 
finance and the maintenance of the ultimate responsibilities 
for law and order throughout the ·country. At this stage 
we merely state the scheme. lf, contrary.to our expectation,. 
Indian ·opinion were· prciJar.ed to accept the· suggested exclu..: 
sion of the armv from the functions of the central Govern­
ment, it would be necessary to examine more closely~ these· 
difficulties and the general implications· of this met~od of 
approach to the problem. · · . :: 1r · • • 

,, ._, ; } , 
· 108. The solution of dyarchy.-The second possible method' 

of meeting our -difficulties is to' introduce into the central·_.' 
Government the system of dyarchy. ·It might appea:r strange·· 
if dyarchy were adopted at the centre at a time when it ha~ ·. 
fa11en under popular condemnation in the provinces aild is 
there being abandoned. Nevertheless, we· must remember,. 
·that in part "at least its condemnation in the provinces .was: 
due to the fact that it was only a half-way house, and_in-tho~ 
centre we are admittedly concerned to find some 'Constitu"-l. 
tiona! form which will permit of a sharing of power. , Further,·' __ 
we have to take account of the fact that the Indian Central·; 
Uoinmittee have recommended the introduction of dy~r~hy ·. 
in the centre. Vv e must therefore examine fully the case ~or­
and against it. · ~ _:: . · 

109. Exainination of dyarchy.-Dyarchy is ·•the strictly_~ 
logical solution of a situation in which it is desired to base·· 
the authority of Government in different matters· on· two 
different sources. It can be claimed that it ·· con·stitut<is· 'a; 
frank recognition of the facts. There ~s no ambiguity as' tal' 
whm·e the responsibility for particular decisions lies, and :no' · 
blurring of the edges. It is a system plain ·and pteeise. . And 
because it eliminates ambiguity it enables each side of the· 
Governmont to lJUrsne its policy unembarrassed, hi a politi-,\ 
cal sense at least, by the decisions of the other. . But,·· ho\v­
ever valuable dyarchy may have been in the provinces at the 
inception of the reforms, in practice it is obv~oils that a 
division of the Government into two halves chargecl.. · '\vith 
responsibility to different authorities is at best an incon-· 
venient plan. It is easier to divide a Government. on ·paper 
than it is in actual working-, and when dyarchy- was introduced 
in the provinces it had to be recognized that special devices 
were necessary to promote the co-operatipn of the two parts 
which had been formally divided. The Sthtutory Commission 
in their review of the working of the provincial constitutions 
are disposed to think that the object with which the ·system 
was establisped, namely, to make plain the responsibility of 
the two sides of the Government, was in fact very.inip.erfectly 
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attained. •" The intention of dyarchy" they remark u was 
to- es.tablish within a certain definite range responsibility to 
an elected legislature. If this intention is not carried out, the 
justification for the constitutional bifurcation and for all the 
complications which it brings in its train is difficult to find ". 
If, on the other hand, the responsibility on one side to Parlia­
tnent and on the. other to the Indian legislature were con­
E~ta~tly emphasized, the task of reconciling these two distinct 
sources of p,ower would be likely to prove incr.easingly diffi­
cult. Ministers would be bound to concentrate on the res­
ponsibility which they owed to the Indian legislature and 
disregard_ the· embarrassment which their policy might be 
causing to. the reserved side, for the succe·ssful working o.f 
which they had no responsibility. If for instance, in the 
cen-tral , Governn:fent commerce were a transferred s'ubjt;;ct, 
and finance reserved; it might well happen that a popular 
policy in t~e Commerce Department in regard to tariffs 
might. have the most seiious effects on the general finances· 
of the country. · Nevertheless, if responsibility for the tariff 
policy had been formally made over to popular control, 
while responsibility for the general finances of the country 
.was .. reserved in official hands, there would be little induce-

. mcnt for the popular ministers to moderate their commercial 
policy. and serious friction·· would be likely to develop. Ex.­
p~rience seems to .show that it is difficult to work in water­
tight -compartments. If the endeavour is mad~, the system 
will .break down : if it is not made, the advantages of a 
formal dyarchy are not clear. It is no doubt argued _that 
dyarchy, by 1·elieving ministers of responsibility for un­
popular decisions taken on the reserved· side, enables them to 
continue in office where this would be difficult if they were 
members of a unitary Cabinet. 'Ve do not under-estimate the 
importance of this consideration, or the embarrassing podi­
tion that r•opnlar members might occupy in a unitary Gov­
ernment. On the other hand, · the formal division of 
responsibility tends to confine the effective action of ministers 
to· the transferred subjects, and deprives them of the oppor- · 
tunity of dealing, except by way of criticism, with the diffi­
cult pl'Oblems of Government which arise in the reserved 
sphere. 1\] or_eover, it must weaken the. authority of the Gov­
ernment, when one part of the Government can openly tlis­
claim responsibility .for the decisions taken by the other. 
'Ve are not insensible to the fact that in existing conditions 
there must. be an inherent difficulty in attaining complete 
unity within the Government at the centre except at the cost 
of serious· lack of harmony with the legislature. But unity 

· should be the ideal, antl it does not seem to us to wise course 

•Volume I, para. 232. 
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lo emphasize the duality by adopting a system of ·· forilial 
tiyarchy. · We must look eventually to the emergence of a 
uuitary responsible government, and we should hope· that 
this might be sought through a process of development, 
whereby the exercise of existing powers will lead by a natur-tl 
transition to the acquisition of fresh powers, and those fresh 
lJOW_ers will be exercised by men who have already a~quir€d 
tome experience in handling them. Dyarchy on the other 
hand offers no possibility of an extension of the sPhere 
of responsibility except by way of an abrupt transition. · · · · 

; t .~ ~ ~ ' 

110. To what extent· could power at present be trans~ 
· ferred.-':rhe c:rucial question whieh must · arise · in ··· the .. 
consideration of any proposal for dyarchy is where the divi-_ 
sion between the reservetl ·and tran~ferred · spheres is to be 
1nade. The proposal of the Indian Central Committee is that 
only the subjects of defence and foreign and political rela. 
tions should be reserved. If it became possible to make: such 
a division of power, it may be admitted that ·some. of i the 
difficulties we have indicated above in connection with 
dyarchy would be diminished. The Indian Central Com- · 
mit tee indeed contend that the subjects of defence and foreign· 
relations are sufficiently distinct and separable· from the 
other functions of the central Government as not to. produce, 
if reserved, any of the complications which accompanied.the 
workiug of dyarchy in ·the provinces. We are not prepa1;ed 
to gp so far as this, but it may be conceded that· defence and 
foreign relations could be separated from the other functions 
of the central Government, if not without inconvenience, at 

. any rate without giving rise to some of the- more acute 
problems that would-result from a reservation of'other" su.l>­
j€cts such as finance and law and order. "\Ve are by no 
means disposed to under-estimate the advantages ,that. would 
be Eccurerl from the adoption of any scheme on. the lines· 
indicated by the Indian Central Committee, or to pres·s 
beyond a reasonable point the administrative objection's to a 
formal.division of power. If it were possible to adopt such. 
a scheme, a Government would be established at the ·centre 
working in agreement with the legislature, and. covering all 
the principal domestic activities of the country, apart from ' 
those which would be directed by responsible Governments· in 
the provinces. There is a s.trong demand among those who 
are stirred by the rising feeling of nationalism· that India 
should he allowed to manage her own. a.Jfairs at the centre, 
as in the provinces, and, above all, that she should have · a 
chance of devising and pursuing a national policy in 
matters of finance, commerce and industry, which might 
improve the general economic condition& of the countcy. 
In recent years there has· been an increasing volume of 
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criticism directed to the poverty of · India ·and her 
. economic backwardness. For these features an alien Govern­
ment is lldd .1·esponsible. There is a widespread belief 
tha~ the econo~~ dis~bilities o~ India cou~d be removed .bf a 
uabot;tal econormc policy, and an equally widespread susp1c1on 
that the interests of India and Britain in this matter do not 
coincide, and ·that', as long as India's economic policy is 

·controlled by Britain, India_ will not have a fair chance of 
developing he~ resources and raising the general standard 
of life of her people. '\Ve cannot of cours,e adniit that there is 
justification. for this feeling. But the.re is no doubt. that it . 

. exists, and that it is being used more and more to stir up dis­
~ontent against the present system of govermilent. If it were 
feasible in the wav outlined bv the Indian Central Committee 
to establish the principle of· responsible govern~ent at the 
c~ntre, &ild to put it into practice on a large scale, particularly 
in the economic and financial s.pheres, it might be expected 
that Indian sentiment' would be to a great extent satisfied, and 
Indian suspicions of the real intentions of Britain allayed. 
But all depends on the possibility of an immediate transfer 

·to popular control of the central administration of finance, 
·commerce, and law and order. · 

· · 111. The problem of transferring finance an4 commerce.-
. It inust he frankly recognized thnt the control of fim:mce is 
fundamental, for finances bas a bearing on all the activities of 
Goverum~nt. It is sufficient here to state the position 
in very general terms for we deal fulo/ with the subject in 
another place. The points which we have found it neces­
sary there chiefly to emphasize are the magnitude of the 
interests hitherto safe~"Uarded under the responsibility of 
the Secretary of State, anu the serious effects wllich any 

, transfer. of this responsib.ility 1nigl1t have through its reac­
. tion on India's credit. · 

·'T-he financial administration affects the credit of the 
country, not· merely ·in the limited sense of determining the 
conditions on which it can borrow money, but in the broader 
sense of the confidence felt in the_ administration by all those 

,w·ho do business or have property in India. ·A serious shoclc 
to· India's. credit, leading as it· undoubtedly would to large 
movements from the country of capital both Indian and 

· EurQpean and to a restriction of new enterpris1e, might have 
results so far-reaching as to endanger the entire economic 
fabric· on which India of the present day depends. ·It would 
do nothing but disservice to Indian interests for the British 
Parliament to transfer its responsibility for Indian financial 
administration, until the foundations for confidence in the ' 
policy of those who wpuld control affairs under the new 
regime had been established. At present, in view of the 
. . ' ' 
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geneJ;al attitude o~ Congress an~ the t~lk: of repudiati~n of · 
debt, sneh coulidence, however unJust this may be to India. as 

· 1\ whole.. ia conspicuously lac~ng. · ·, . . . 
' It is nQt our purpose to argue that these consideration~ 

create permanent and insurmountable ob~tacles to any trans.1 
fer of financial responsibility, but the praetical conclusjon\ to 
which we feel impelled is that, before so fundamental a change 
can safely be undcrtak~n, there mu:st, on the one hand, be care.!. 
ful preparation including the fulfilment of certain _co~ditions, 
which we uefine elsewhere, and on the other, Indian leaders 
must collaborate with the Government in the fulfilment of 
these conditions, and must on their own account take step~· to 
create confidence in the policy which an Indian government 
might be expected to pursue.·· 'Ve do not wish-to-exaggerate . 
the difficulties, but we feel that the greates~ s~rvic~ .w}ri~h·t~e .. 
pres,ent Government can render to India Is · t<l face, them 
fr~nkly, and to do its be~t to work together with Indians:~o 
overcome them. 'Ve deal ~more fully with this question: in _the 
eection dealing with finance. . .· .. · . , :. ..·' .\ _ ~··-,.,', :;':< 

]n CJlle impOrtant respect commerce is' h~rdly,.~epa~abie. 
from fiu:mc~, for the customs hea,d is· th~ principal sour~e o~ 
central revenues, and this fact must have its due . plaee. in 
Nh.:lping tariff policy .. It must be recognized therefor·e~that 
until finance iH trans~ erred the popular control 'of th~~ tariff 
would be incomplete. But comm.erce has problems of its OWil 
quite apart from· its connection ·with finance. ~It: may :he 
difficult to dedse effective guarantees, which would :secure. 
British firms and companies.doing business iri India.'against 
unfair discrimination, and to provide for the efficient ·commer~. 
cial management of the railwnys,-whioh ·the experience~ of 
other countries bas shown may be seriously endangered;Whert 
the management i~ in the hands of those who. 'must maintain 
harmonious relations with a popular Assembly. "\Ve do 'not 
reg·ard · either of these ·difficulties as.ihsuperable, and: in ~ 
late~ section of this despatoh we shall·consider th_em in greater 
~ctail. · · : · · 

112. The problem· of trans( erring law' ~d o~der:-_ lu ;re-: 
~ard to int~rual tranquillity,_a critical change.is·bei.ng:mad~ 
lJ.?: the :provmces by trapsferring t? popular .control. t~e ad.mi;. 
m;strahon of law and o1·der. Unhl the results of this change 
have been observed, it does not seem to us possible for Parlia .. 
ment to part ~~th the I!<>wer to. maintain the ultimate gU.ar~ 
an tees. of stab1hty. It IS somet~mes art,Jled that if law and 
order IS transferred 111 the prov1nc.es, there can be no reason 
for not following a similar course at the centre. But we ·have· 
no doubt that the proVincial Governments in accepting the 
P!Oposal of a. tran!sfer of law and order ~ .the pro­
VInces are to a considerable extent relying on· the 
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maintenance of existing conditions at the centre. , It· is 
the central Government which is . responsible for · the 

' ultimate conditions of internal security throughout the coun­
try. It determines the military forces required for this pur­
pose and their disposition. It ·lays do~n principles for the 
administration of the Arms Act. On it rests the duty of keep:­
ing hitact the general structure .of the criminal law and_ pro-

. cedure, which .forms the essential framework for the main­
t('nancc of internal tranquillity. It must co-ordinate informa­
tion and policy in regard to subversive movements of an 
all-India character, such as those which are continuously pur­
sued by the terrorists and by the communists, or widespread 
anti-government activities such as the present campaign of 
ci vii disolJ~dience. In carrying out these duties it has hithedo 
seldom . been possible. for the executive to rely on support 
fron1 the lmlk of popular opinion in the Assembly, and~ until 
experience has been . gained of .the manner in which similar 
proolt-ms are· handled locally by responsible provincial 
Governments~ it is unlikely that Parliament will be willing to 
contemplate· .the transfer to popular control at the centre 
of_' the ultimate . safeguards of security throughout the 

-country. Our honourable colleague who has drawn . atten­
tiorr to the scheme described in paragraph 107 wishE~8, 'how-. 
ever ,to make it· clear that in his view the safeguards suggest­
ed in· that scheme would be sufficient to justify the degree of 
responsibility, both in regard to finance a~d to law . and 
order, which is there proposed. 

· 113. A unitary governmentc-Proposals of the .Commis­
sion.-If there is force in the general conclusions stated 
aoove,' it would seem necessary to look to some solu­
tion {>n the lines of a· unitary Government such as is 
contemplated by the Indian Statutory Commission .. But a 
decision, in favour of a.. unitary Government of this type 
does not get rid of tlie difficulty that there must be· sonte 
sharing of power between two different legislative bodies, 
ruunely, Parliament and the Indian legislature. The Com­
mission were, no doubt, not less conscious than ourselves of 
the importance of harmo;ny 'tetweon the executive ·and the 
legislature, and were anxious that whatever is possible should 
be done to. establish satisfactory relations between these two 
elements. They hoped to achieve this object along -three 
lines. In the first place they have proposed that the 
members of the Governor General's · Council should . be 
appointed not as now by the Cro'\vn but by the Governor Gen­
eral. This evidently introduces a considerable degree · of 
elasticity into the formation of the Council. It is not onlY 
that the appointment of members in accordance with the re­
quirements of the local situation would be facilitated, but that 
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they would no longer have a fiXed term of office of :five ·year!~ 
Under the new system they would in fact, subject to the dir~c· 
tion of the Secretary of State, hold office at the pleasure· of 
tbf.: Governor General. 'l,he Governor General would retain·. 
l1is existing power to make n1les for the transaetion of. busi­
ness in his Council and to distribute portfolios. - We presume 
that the determination of the numbe~s of his Council ~ould, 
subject ugain to the superintendence. direction and control 'of 
the s~~cr~t:try of State, rest with him. The only . formal 
restriction that would exist on his· selection of members of 
his Connell would be that the existing rule. would be~ main .. 
tained, 1mder which not .less than three of the members .. of_ his . 
Council must be ·persons who have been for at least ten year~ -
in the service of the Crowu in India. We attach consider­
able importance to· the change suggested in the method· of: · 
appointment of the Governor General's Council~ ·It does not 
.necesfiarily lead directly to respuasible go;vernment,:· but .his-·_ 
toricnl1~· the substitution of the G o:vernor General for the. 
Crown a e. the appointing authority has. proved in the· Domi­
nions to be 'an important condition in· the development ·of· 
responsible government. In the second place, the Commis-. 
sion ]·,ave suggested that' opportunity . should. be .. found to . 
include in the executive Council one or more elected :nieni­
b~'rs of thP Assembly or of the Council of State~ It:is_ clear · 
that t.his proposal has potentialities of great sigilificance~ a:nd:~ 
these we shall proceed to examine. Finally, as. we have· al·· . 
re~uly tnentioned, the Commission lay stress on, the. power· 
which the elected representatives in the central legislature -
possess to influence the executive Government in all. fields .of . 
administration and legislation. They express the belief that_, 
this i11flnence -'\\ill steadily increase and that the · executive 
will become n10re and more responsive to the will of the legis-' 
lahu·e. 'Ve have no doubt that the Commission have rightly., 
for~seen one of the developments in the relations between 
the executive and the legislature which must follq.w on their 
proposals. But we shall explain in what way we Should anti­
.dpnte that these relations are likely, rmd indeed certairi, to. 
develop. . · . · · -· · . 

. . - .. 
114. Inclusion of members dra~ from the legislature.- · 

We now proceed to examine ihe tw'o-features iii the·scheme of:· 
the Commission, which seem to us to require further elabo­
rAtion. We welc~me, as we have said, the proposal that elect­
ed membert-: of the Assembly or of the Cou.ncil of State should . 
be included in the GoYornor~ General's Couftcil. But the .inch1;,. · 
sion or individuals, however nrominetit in public life, Will not 
in itself flecure the olJject at which we are· aiming, namely, 
tho· p1·omotion of harmony between the executive ancl · the 
legislature. As the Commission have pointed• out; there -is 

•vol-.mt r. 'Pal'&. 235. 
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a natural tendency to regard even· an electeld! minister under 
the ·system Qf dyarchy as in some degree. tainted by his asso­

. ciation with Government.. When it is a question of joining 
a Government ,which cannot technically be responsible, this 
'tendency will ~e much stronger. Unless something is .done 

· to counteract 1t, we fear that the Governor General mll be 
'unable to obtain for .his Council tbe authoritative Indians 
desired by the Commission, or that if he does obtain them 
they will soon lose their authority. This tendency would, 

· we think,· be aecentuated by the suggested provision that on 
·appointment. to the e~ecutive Cou~cil they sp.?uld cease to 
·hold their seats ·by vutue of election. Our VIew therefore · 
is that, if real value is to be derived from a proposal which 
·contains the promise of hopeful developments, it is necessary 

., not only· that the members appointed from the legislature· 
·should retain their seats as elected members, but that it 
·should be recognized that tihey v.ill remain in touch with, and 

· responsive . to, their political supporters. "\V e develop in 
·paragraph 116 below the conditions on which alone ns we be­
lieve they might look to retain political influence in the legis­
lature, and so be able to assist Government not only by their 
personal contributions to the problems of administration, but 
by- bringing to Government some prospect of support for 

.. th.e policy in' the framing·of which they will have been asso-

. cia ted. · · · 
r . 

115. The practice of responsiveness.-An examination 
of. the working of "responsiveness ", on which the 

.· Commission lay so much stress, leads us by · a different 
road to the same conclusion as that expressed at the end of 
the last paragraph. Even at present the executive endea­
vours to be respons~ve to the legislature. The disadvantages 

-of-the system, however, have made themselves very apparent 
in the experience of the last few years. We have -shown 
above how the function of the Assembly is inevitably one of 

·criticism, \is long as it has no responsibility for a constructive 
· programme. Efforts have been made by the Government of 
India, partiGU.larly in_recent times, to escape from this diffi­
culty by consultin~· the party leaders on matters of policy 
before they themselves ,reach their conclusions. This system 
is probably inevitable, given the existing conditions, which 
would in this respect be re'prodnced under the proposals 0~ 
the Statutory Cominission~ but it has not proved satisfactory. 

- 'The party leaders have little in.ducement to have regard tf) any-
-Hung other than the popular view as reflected in the A~semb1y, 
anrl the Assembly having no comprehensive responsibility for 
policy is likely either to take a critical and negative line) leaving 
·the Government still unrelieved of the responsibility~ for find­
ing n constructive solution for urgent problems, or to advocate .. 



10?' 

proposals, the full consequences and ·reactions of which. on 
other interests or in other fields of administration have not 
been thought out. From the nature of things it is impossible 
that the party leaders should have the same sense .of respon,.. 
sibility nf.' members of the Government. H their advice is 
accepted and ifhe results prove unfortunate, the disc.Tedit 
falls not on the 'Party leaders but on the- Government. If on 
the other hand their advice is not accepted, the Government 
is accused of being unsympathetic and unre~ponsive · to th~ 
popular view, and there is no improvement in the relations 
between the executive and the legislature.· Indeed if the 
advice of the party leaders is constantly rejected, these rela~ 
tions arc: likely . to deteriorate. Such a !tate. of affairs 
really makes neither for harmony between the Government and 
the Assembly; nor for strength and steadiness of purpose in 
the Government. We are convinced that if leaqers of patties 
in the Assembly nre to be taken into consultation,· as .they 
must he on ~ny principle of responsiveness, it is better that 
they ·should be inside the Government rather than that they 
should ndvise in an irresponsible capacity from~ ~thout. 

116. How a Government of this type might be expected to -. 
work.-'l'he conclusion of these arguments seems to point .to· 
a Government which, while containing a definite. official · 
element, and not formally responsible to the Indian legisla .. 
ture, would yet include an appreciable popular element con: 
sisting of elected members of the legislature, who might oom­
mand sufficient support in that body to afford in .normal 
circumstances the promise of reasonable harmony between. 
the executive and legislature. The proportion which the 
elected members should bear to the official members might no ·· 
doubt receive consideration, if suggestions on these 
lines were discussed at the Round Table Conference. 
It· will naturally be asked how the elected in em:- · 
hers of the Government associated with an official element 
are to retain their following. · The answer is that they must. 
be able over the widest field thaf; circumstances permit to 
frame policy in accordance with the views of their supporters. 
This in hun implie.s that Parliament will be willing to define 
with some 'precision the purposes for which it would wish t_o 
exercise its constitutional right of interference with the 
policy. of the Government of· India, and that ·so long as the 

·policy pursued does :p.ot menace·the objects which·Pa:rliamPht 
rleclares its intention to safeguard, the Gpvernment of ·India 
will be at liberty to manage the affairs of ~ndia in close asso­
ciation with the Indian legislature. We shall in a later 
paru~rnph of this despatch indicate what . appear to tis 
essential purposes which His Majesty's Government must 
f:afe::.l1mrd. On the asRumiJtion that the exercise of the duties 
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_of paramountcy in relation to the Indian States is transferred 
from the Governor General in Council to the Viceroy as re­
presentative' of the British Crown, these purposes may be 
briefty. summarized as defence, foreign relations, internal 
security, financiitl obligations, financial stability, protection of 

. n1inorltics and of the rights of services recruited by the 
Secretary of . State, and prevention of unfair discri­
m.io.ation. The primary responsibility for ensuring that 
these purposes of Parliament were not impaired would rest . 

. upon.the Governor General, but he would have, to assist him 
in this task, the three official members of his Government, 
who would naturally hold the portfolios in which the questions 
'of :nior(• particular interest to Parliament were likely to arise. 
Their position in. the Government would presumably ensure 
tliat . the· general ·administration of suC'h subjects would 
be·. in hannony with the views of Parliament, and that 
there -would seldom be occasion for the Secretary of State 
to interfere by· express direction or veto. But the official 
members would be :part of a Government containing, if the 
system .were working successfully, a considerable popular 
element in intimate relationS with the legislature. In these 
circumstances it seems certain that the official members would 
not press their vie,ys beyond the real requirements of the 
situation, and that the popular view would receive the fullest 
consideration. In most cases we should anticipate that the 
Gove1·nment would be able to reach united conclusions, which 
would not infringe the responsibilities .. which Parliament­
'\yould look 'to ·the Gover.ilor General and the Secretarv of 
State 'to discharge. When, however; there was an irreconcil­
nble difference of opinion between the two elements in the 
Government, it would be for the Governor General in con­
sultation, where· necessary,· with -the Secretary of State to 
decide which view- was to be supported. If he accepted th~ . 
popular view, the official me~bers would have the right to 
rctord ihc ;!rounds of their opinions and have them trmunnit­
led to thn Secretary of State, and would thus know that they 
had discharged their responsibilities by referring their diffi­
-culties to the ultimate authority,- whose purposes it was their 
dnty to safeguard. It may be suppo'sed, however, that' in 
matters which raised such issues the Governor General would 
be reluctant- to reject the- views of his official members. In 
that case the e~ected members might either acquiesce, or they 
might, whether as the result of pressure from their supporters 
or of their own personal- oonvictions, tender their resigna­
tions. If the elected members resigned on any such issue, it 
is possible that the GovernorGe:rieral wouldbe unable to get 
other ·members with a political following to take their place. 
In such. an event he would be thr.own back on the expedient of 
replacing them either by non~officials with no popular follow-
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ing or unconnected with politics, or in the last resort by ¢di-, 
tional officials~ . If this happened the progress towardS the 
development of responsible government would be .interl!lP~­
ed but there would be no question of suspending the constl- · 
tution, and the Government would continue to function, though· 
it would have to encounter the hostility of . the legislature. " 
The situation however would be no wo~sethan if anunpopu~­
lar measure or policy had to. be pushed !hl:ough or niidler the 
system sketched by the Statutory Comnnsswn~ :On the other 
hand, we are disposed to think that forces would be at work 
tending to restore the situation. ·We contemplate, as :we have 
said, that the legislature would through the elected :members 
have real power to pursue its own policy over a. wide· field. 
It seems unlikelv that it would for a long period deprive itself 
of constructive power over policy merely in order to register 
its dissatisfaction at ;some particular measure. The greater 
the power the legislature had acquir~d, the less 'would it be 
likely to persist in such a course_ · · · · 

1f7. Possibilities of deliberate obstruction.-We ·must 
make it plain that the above argument proceeds on the. basis 
of a general desire to work the constitution .. · We have not 
ov~rlooked the possibility that in the ~arlier years or any new· 
constitution there may be a party whose object ·is· to exploit 
all political difficulties with, a view to wresting from !lis' 
:Majesty's Government further political advance .. The existl 
ence of such a party would undoubtedly increase the probabi~ 
lities of the Governor General being deprived of the . support 

. of the legislature in carrying q_n his Government, and being 
thrown back for a time on an a1most completely official 'com .. •, 
position. We should greatly ·.deplore such a, 'contingency~ .· 
but, if necessary, it would have to be faced. · In the long run 
we believe· that the forces of reason and ·orderly progress 
would triump¥ over those of negation and obstruction. · .. ·. > 

> ; ' • • • • • ' ~ i- . ' ~-

118. The scope of the popular element in such a. Govem­
ment.-Hitherto we have been considering whether the kind of 
Government we· have sketched would -be capable of main~ 
taining the objects which Parliament would wish to safe: · 
guard, and whether in so doing it would be likely· to retitin 
the popular element. We turn now to the wide scope of 
activities and responsibilities which would present itself to 
t11e elected members of the Government; In the· first place · 
thev would within the Governor Generhl's Council be. en.:. 
a bled to press their views on all subjects, . with knowledge 
of the strength which these views must derive from the sup~. 
port of the legislature. In the second 'place there is a large 
sphere with which we should hope Parliament would not find . 
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ii · ~cessary to concern itself. Throughout this sphet'e we 
~ontemplate tpat the Governor General would be guided by 
the .advice of those of his Council who represented the wishes 
of the legislature, and we would suggest that the Instrument 

· of Instructio11s to· the Governor General should contain a 
definite. provision to this effect. A convention of this kind 
would offer a :wide field for constructive work · and for 
practice in the art of formulating and carrying through 
a popular policy, and thus the foundations of self-government 
at the centre would be laid. · The official members of the Gov­
ernment would express their views and give counsel on these 
matters, but it would, be recognized. that here their primary 
duty' was to see that fhe purposes of Parliament were not in­
fringed.' 

'~ 119. Members not removable by the legislature.-From the 
point of view of maintaining the unitary character of the 
Goven1n1ent, we think it1 iUJ,portamt that the memhers of 
Governmnnt chosen froin the legislature should not bP. subjet•t 
to direct vote·s of censure by the legislature or regardfJd by 
convention as liable to removal by. that body, and that their 
salaries, like those of the official members, should not be sub-
.initted to the vote.. It mig4t be that the elected members lost 
~opular support through no action of their own, ~ut as ~he 
result of measures taken by the Governor General. In exercise 
()f :his responsibilities . to Parliament. If that were so, 
:nothing. would be gained by attempting to select new members 
from the legislature, for the act of Joining the Government 
would jn StlCh case deprive them similarly of popular support. 
lf in the~e~ circumstances the' existing elected members were 
prepared to remain in the Government, the Governor General 

·would clearly not wish to change them. · But one or more of 
the elect'ed 1nembers might lose his following for reasons 
other than his association· with a Government which in dis­
charge ·of its responsibility to Parliament had felt obliged 
to take action bringing it into· conflict with the Indian legis­
lature. In that case the Governor General would naturally 
see whether he could find other members of the legislature, 
.who 'vould more truly represent its views on those mntters 
in whieh the framing of policy would primarily lie with it. 

. 120. Objections to a Government of this type.-W e are 
~onscious that it is easy to take objection to a constitution­
drawn ·on the lines which we have attempted to indicate. It 
involves a fonn of dualiRm ·within the GoYernment, it will not 
work harmonionsly without goodwill, it can be attacked on 

· tlie one hand on the ground that, owing to the strong influence 
.of the el~ct~d members .an_d the legislature, the responsibili­
ties which the Government of India owe to Parliament will 

\ 



not be fully discharged, it can be attacked on the other-hand 
for its failure to offer clear cut responsibility on the popular 
.side. 1.fost of these objections are inherent in any attempt 
to share po,ver. . F,or the success of any sucl! attempt it is 
necessary to assume a measure of agreement. Without thi,s -
no constitution will function satisfactorily ... It may be that· 
some other method than the one we .have adumbrated can pe 
devised. But let the main elements of the ·. problcni be 
remembered. The executive must · own re.sponsibility · in 
certain matters to Parliament. The legislature must on any 
supposition have a substantial · popp.lar maj~rity. · _lf. a 
completely irresponsible executive is confronted by_ a.' pt~­
dominantly popular legislature, the result must· be intole.r­
ahle friction. This is recognized by the Iridian Statutory 
Commist'iion, who have made certain proposals designed to 
reduce the probabilities of friction. We feel that those. prd­
por::als point in the right direction, but that in-order· to pro-· 
duce a workable system of Government they must be.intet-: 
preted nnd developed somewhat on the lines which we ·have 
sketched in the preceding paragraphs, and. -that if is essential 
fo their working that Parliament should be willing to define _ 
with ~ufiicient clearness the purposes for which it might deeni 
it necessary to intervene .. There may be other possibilities 
more acceptable to Indian opinion, and we con.sider that any 
alternative proposals that may be put forward to safeguard 
the purposes of Parliament should receive full cOnsideration. 
'Ve have already explained what appear to us;to ~be the 
serious difficulties of any statutory and rigid distribution of · 
subjects of administration to distinct portions of the executive , · 
with different respon.sibilities. If, however, it. would help 
the admittedly difficult position of the popular members 
under the unitary· scheme we have outlined that the con­
ventional division of responsibility within the· Government· 
l'hould be formally recognized, we· should be prepared to 
make this sacrifice of the forms .of unity~ provided we might .·. 
expect to maintain such a degree oi harmony.and co-operation 
between the two elements in the Council. as would secure to 
the popular element training and experier1~e over the whole 
field of Government, and to the official_ eleJp.Emt·. reasonable 
support in the legislature. · · 

· 121. Powers of the Governor General-To complete our. · 
pfdure of the central e~ecutive it is. neces~ary to con~ider speci­
fically the powers whiCh the Governor General Will exercise 
and the position he will occupy. It is evident that the powers 
of the Governor General in relation to the legislature must 
remain unimpaired. In regard to legislation. he must retain 
his existing powers of previous s·anction and .. assent, ·and ·of 
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·stopping proceedings on any bill which in his opinion affects 
the safety. or tranquillity of British India. He must also 
retain his power of securing the passage of essentiallegisla-

. tion by means of certification. 'Ve think, however, that the 
procedure of certification might well be made more simple 
and elastic. The Governor General should also retain his 
emergency power to make ordinances. In regard to the pro­
Vision· of money, the Governor General would keep .his exist­
ing power to authorize, in cases of emergency, such f~xpen­
diture as might, in his opinion, be necessary for the safety 
or tranquillity of British India. The power of restoring de-

. mands which have been refused by the Legi~lative Assembly 
is placed by the existing Act in the hands not of the Governor . 
General 'but of the Governor General in Council. "\Ve think 
that in the new constitution this power would more appro­
pr_iately be exercised. by the Governor General. It will not 

. be desirable to bring the Governor General in Council un· 
necessarily into conflict with the Assembly. The general 
principle. of. the. suggested constitution is that the power to 
overrule the legislature should reside in the Governor 
Gen~ral and we .see no reason why this principle should in this 
one c~se ·be abandoned. It seems to us wiser to place the 
responsibility for securing supply, as for the passage of legis· 
lation, directly on the Governor General. · 

. The relations of the Governor General with his Counci1 
\\ill be fundamenhilly changed by the provision that mem­
bers should be appointed by the Governor General instead of 
by the ·CrQwn. The elaborate provisions contained in section 
41 of the Government of India Act for the Governor General 
overruling his Council will no longer be required. Techni­
cally indeed th~ Council will cease to be the colleagues of the 
Governor General and will become his advis_ers, and it will 
have to be made plain by statutory provision, either direct 
or indirect, ·that if the -Governor General sees sufficient cause 
he may act otherwise than in accordance with the advice ot 
l1is Council. We have a1ready explained in paragraph 116 
what w"e anticipate would be the possibilities open to the offi­
cial and to tl1e· }Jopnlar members when action is taken .not in_ 
accordance with tl1eir advice. The· appointment and dismis-

- sal of members of the Council by the Governor Genernl wHl 
be subject to the 8Uperintendence, direction and control of 
the Secr<!tary of ~tate. It may be expected that the Secrct.r.ry 
of State will not as a rule wish to be consulted in regard to 
tlte popular memlJers. But we should anticipate that he wohld 
find it necessary in the discharge of his O'\V"ll responsibilities 

_to require that the Governor General should not take action 
to appoint or to remove.any official member without his speci­
fic concugence. 
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122. Potentialities of development.-It must be expectnr 
that :.my sehe-me of government at the centre will be judged 
by Indian opinion on the promise it affords of developmcn~ 
int() full r~slJOllsibility. 'Ve think that the suggested form of 
unitary govetnmcnt leaves tho path open for such develop.i ·· 
tnent on natural Jines, and this is in our view perhap;i its maiti 
attractitm. No ~lbt-upt changes vrould be·required~ · ... -\s· Par.: 
lianwut J·ecognized that the Indian legislature did _rtot d\isircj 

, to, pursuu a J;olicy in~onsistent "'-lth _the fu:ndru'.!l~ntal purp-ose~ 
'\UtiCh Pc1rlmme11 t \nshed to secure,· the ·occasiOns fo1.· .tntct·.: 
ferencc would become less frequent. - Simultaneously_: the 
ncce8sity for rctnining the official element in lhe ·--Council 
wuultl dim~n;sb: This element would with · t~e appi·()''"nl · o( . 
Parliament graclually be redltced; leaving what wmild. in . 
effect be a Governm~nt progTessively · responsil;>l~ .. ·Develop~ 
ment would come, by normal constitutional evolutit>n7 throngli- · 
the wise use by the Indian le~shiture of its opportuuitu~s~·­
Until such time as India is able to make her oWn. provision 
for defence m1d int-ernal security, we recognize with thG Cr.;m: 
mission that special arrangements would ·be necessary for'­
these 8ubj~cts m1d for foreigri policy. But bv~r. the rest. 
of the field the }"lrOCCSS · WC ba~ indicat~d might continua~ 
without. inrerr,t~ph?n. This natural. growth of t~e. po~ers &t 
the Indwn legislature, through Parliament permittmg Its own·. 
powers of eoiltl'ol, r~tained for specified purp~ses; to fall 
into disuse, could be nccelerated If th~ intervening period. 
were used to fulfil certain conditions, by which .Parliament~ 
might be reasonably assured that its purposes were secured: 
As regards minorities, Parli3:tnent would no ·doubt require: 
that adequate pr.ovision base~ ,on mutual 'agree1nent· should, 
be lnade for their rights •. and rntere~ts.. In the _spheres oi: 
finance, commerce and rallwnys, we IndiCate below the con­
ditions on whi~h progress ~eenis to us to depend. Finally;·· 
~vhen Parli~me.nt had been assured of the successful workin~ 
In the provincial field of the transfer of law and order, 1f 
mig?t be willi:qg to see the ,~ehtral administration ?f thiS. 
_I!!UbJect placed m popular hands. When matters of this sort 
had been satisfactorily adjusted, a wide and definite transfe:t · 
of po'\\~r mi~drt take place, for the completion {)£ this ,task· 
~·ould fun1ish proof to Parliam~nt of India's ability to, 
assume responsibility for those subjects, ovet which Great 
Britain would at present be likely to feel it necessary t.o retain~ · 
a measure of control. In the meantime t~e preparatory work 
leading up to this transfer of power mi~ht be carried out,­
with perhaps a large measure of unanimity, by. the kind of 
unitary government containing a popular element which we 
have sought to portray. 
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TilE CENTRAL I~EGISLA,TURE. · 

123. Two\ preliminary points.-\V e began our con~idcr:\­
tion of the problem of the central executive by presenting 
·a general r·i~ture 'of· the existing constitution of govcrJWlent 
at the ccntr~, and tbe way in which it works. 'V e discussed 
the relations between the executive and the legisL<tture, and 
gave some ·p1·ominence to the importance of trying to establish 
reaso·nably 11armonious relations between them. '\Ve accepted 
fhe view of the ·commission that the present popular character.· 
of the legislatut·e should not be impaired, and made certain 
suggestions ·whic~ seemed to ·U~ to ·flow froll:l !hat conclus~on 
for the construchon of the central executive. The next 

·matter with which we must deal is the composition of the 
central -_'legislature. There are however two preliminary 
points -which -\ve wish 'to tal\:e. They are perhaps sufficiently 
obvious. in themselves, but we think that it may be an 
·advmi_tage to state them. _ The :first is again to emphasize 
'the :close. inter-relation between the two questions of the 
.construction of the executive and the composition of the 
legislature ; the second, which· indec·d follows from the first, 
ls to . .disclaim any intention of putting forward suggestions-
,here.and now to give the centnillegislature its :final form. -

.• 

~- · .. 124.· The central legislature and public opinion.-The re· 
t!Cnstruclion of ihe Indian degislature is perhaps the least 
.vivid of the issues which have arisen in the recent political 
.life t)f India. Under the present constitution the two 
chamber~ wen~ constructed on pt·indples which accorded well 
with the sentiment -of the country, and· it is possible that if 
India ·had not been fonnally confronted with the occasion 

·for bringin;.- under review every feature of the constitution, 
comparatively little attention would have been directed.· by 

. _practical necessities to this portion of. the .structure. So 
far as Indian constitutional thought bas expressed itself, it 
do~s not strny far from the· principles which the present 
legislature reflects .. For thQ Assembly a number of the 
·earlier scheme.s, and later the Nehru report, proposed· a basis 
_of ~dnlt suffrage, but it is perhaps a not 11nfair comment 
that these. proposals were either/ the results of study of' 
systems devf:loped in other countries, or were put forward 
as a device for surmounting communal difficulties. Thouo-h 
some provincial committees recommended a limited elemc~t 
eleeted by p1·ovincial legislatures the general trend of opinion 
has . been in favour o.f a directly elected, but enlarged, 
Asse~b!y. The alterations proposed by the Indian Central 
Com!llitt.ee ~ro matters of 'det~il raH!e! t~an of principle ;­
nonnna~wn Is used to remedy 1neqnahhes m representation, 
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to retain officials,. an{! tu introduce experts without t!l~ right 
to vot~ 

Ar- regards the upper house the prospect of a unicani~ral. 
centrallcO'islature makes little appeal. The structure of the 
Council of State has attracted little attentioiL' It· is. h·ue 

, that the Nehru report proposed to compose it through indirect 
election· by the provincial council.s after the.· ·method of 
proportional representation, but the general trend of· pio­
. vincial on5uion leaves the Council of State· much as it is pow, 
. and the indian Central Committee would alter it only so far 
,as to iucrease its numbers. · · 

125. Indirect election pro:posed by the · Comrnisslo~..:..:.. We 
now have before us the recommendations of . the Oommi~­
t:ion for radical changes in the construction of potli chantbers 
and the substitu#on of indirect for direct methods· of 
election. The views on these recommendations expressed. by 
local Governments show considerable divergencies, and 
opinions "ib.in each Govei'IliQ~nt are often divided .. ~ The 
general impression, however, conveyed to us by the repor~s 
of the provincial Governments is that public op~ion is .nQt 
fa,•ourable to the changes which the Conunissio~ propbsc~ 
So far as· opinion has yet been made articulate; it appear~, 
among Hindus, to be hostile to indirect election ; and, ·among 
1Jrislims, to be .divided according to calculations· of its. effeqt 
on the representation of the community which it would s_ecure. 
·'Ve cannot regard as final any of the views yet· expressed. 
If after full consideration Indian opinion were to ·prono~c~ 
(:lenrly in favour· either of indirect or direct election, we 
would only on very strong groll;Ilds advise His Majesty's Gov . ." 
ernment in a contrary sense. Our own view is that on principle 
the arguments in favour of direct election as the ultimate 
system for a Federal .A..s.sembly are the stronger, but we find 
definite practical .advantages in the . scheme of 0 indir~ct 
{;lection which the Commission put forward .. The task, there­
fore, which we shall s~t ourselves in the parag:raphs· which 
follow, is to try to set out as fairly as we can some of the 
mPrits and demerits of the two systems of electioJl, di:reef and 
indirect. But '\Ve defer our own final conclusions rintil the 
matter has been thoroughly discussed at the Round Table Con~·· 
ference and Indian opinion has expressed itself fuJly .. ·. · · · · . 
· It ~vill be conve~ient to deal first with the Asse~bly, an•~. 
then w1th the Council of State.. · . · · 

• · The Lou:er House .. " 
. 126. The federal principle.-.. The Collmlission h~ve~ pro-

})Osed tl1at the Legislative Assembly should be reconstituted 
as a Federal Assembly• " the members of which . W()uld .not 

. •.Volume II, para. 135. 
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be directly elected by constituencie§\ of voters, but wonJd bo 
·:mainly chosen, in proportions which we shall have to indicate, 
by the provincial· council~ ". If the central Government is 

. to develop on federal lines, the Commission consider that• 
'~ .. the adoption of.a method which will represent the provinces 
as .such at the centre is extremely desirable", and seems 

· almost essential for the ultimate inclusion of the States. It 
may· be that the' representation of pro\inces by· indirect 
-election migllt facilitate at a later date tha representation of 
.the States in the Federal Assembly, but W() would make two / 
·comme:pts. The first is that it is far from eertain that federa­
.tion for the whole of India .will come about by the inelusion , 

'of. the ~tates in the Assembly. It may be that some new 
:federal organ will·b~ developed~ The "second is that even if 
·the Sta1cs did entet the Assembly, it does not app~ar to us to 
·be necessary that the method of representation of the States 
-and the pl'O''inces of 'British India· m.ust be uniform. w·e 
·should· therefore hesitate to put the federal argument of the 
. Com.mis.sion too high. · 

127. The representation-of provinces~4Iore substantial 
e:r~ppo.rt ~or· the P.rinciple pf indirect. elec!ion ~y provincial 

·councils ls found 1n the general relationship wh1ch the Com.­
·rnission des~re to establish betweEm the centre and the pro. 
'vinces. ' They remark that it is i.nl'po:rtaut that the provincial 
'view should be brought to bear upon central administration; 
·the more particular function which they have here in mir.J. 
i l>eing the provision or revenue by the. central Government 
:for· distribution to the provinces. So far as this function is 
to be exerdsed through the medium of the provincial fund 
propo~ed. hr. the Co~ssion:t we may ·a~senre that .(lecisivus 
·{l.ffecbng ·this fund w1H be only occaswnally before the 
'Assembly, and it might be argued with some force that, in 
:detennining the composition of the Assembly, we should have 
I'eg'.l.l'cl to its suitability for dealing with the broad political 
isoue~ th~t will nonnally be before it, ·rather than with a 
function perfornied only at infrequent intervals. According 
to Sir 'Valter Layton's scheme, however, the improvement 
o! the financial position of the provi_nce~ will depend very 
largely 9n the surrender to them of central sources of revenue~ 
and from this it would follow that they would have a direct 

. interest in the whole financial administration of the central 
Government. This is· a consideration of great importance, 
and it would not be unilatnral for the provincial Governments 
to seek some means of protecting their interests, and for this 
:reason to support the substitution of indirect election by lhe 
p.roducial councils in place of direct election to.· the Assembly. 
At the same time there is room for some misgiving whether 
·so great a degree of provincialization would be desirable in 

•x Qlum~ II, p~.ra.. 1381':.' .. 
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the iower house of the central legislature. The consequences. 
on central administration might be serious, and might resul~ 
in a policy unfavourable to the general interests · . of the 
counby. · · · ·, · . 

. J 

128. The responsibility of the member~-Another . argu· .· 
mcnt advanced by the Commission is . that the method of 
indirect election may be expected to afford ., ' a closer .nexus 
between the member of the Federal Assembly and the provin- · 
cial eouneil ". The argume~t is based on the view 'whi~h .. 
the Commission have taken of the general operation of tha · 
rlirectJy representative system, and their conclusion is that.· .. 
as the members of the Assembly cannot be subject .. to 
any r~al control ·by electors in territorial constituencies, thuy · 
would feel greater responsibility to a provincial legislature. · "r c shall revert in a later paragraph to the question of tl~e 
size cf constituencies under the direct method. ~·-Here we are 
concerned only with the relations which the Commission desir~ 
to encourage between the Federal Assembly and the pro-

. viucial councils. Subject to the remarks which we hav:e jm;t . 
made, we a-ppreciate the advantages of establishing a li.ult 
between the central ,and provincial legislatures. , Indirect·. 
election by the provincial councils is probably the best method 
of securing that purpose; but it would still seem open· ta 
question wheth~r the provincial contingent. at the centre . 
would acknowledge any real responsibility to the provin,cial · 
councils. It must be remembered that members of ihe 
.Assembly will retain their seats even when provincial disso~ -
lution lms brought about the disappearance of the electors- · 
'\ ho returned them ; and if elected7 as suggested. by · the , 
Commission, under the method of proportional. representa~ ·· 
tiou, the tendency of each representative would be to look, · 
ouly to the p<\rticular groupo~ interest which elected him .. 

In effect, so far as the Commission's scheme of indirect· -
election rests upon the requirement of provincial representa .. 
tion at the centre and the need for'a greater sense of respons,.. 
ibility on the part of the member, a dileiiima is produced, 
Either the provincial contingents would be controlled by the 
provincial councils, and the central legislature be excessively 
prcvincialized ; or they would not be controlled by the pro-­
vincial councils, and the responsibility of· members to thosa· . 
who elected them-might be even less than under. the existing 
method of direct election from large general constituencie~ 

129. Proportional repres~ntation.-Th~ Commission cla1m . 
that if use were made of proportional representation in: 
selecting members for the Federal Assembly, it would be 

•yolnmc II, para. 138 •. · 
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possible to get rid of specific provision !or separate- communal 
representation. The Federal Assembly would no longer have 
·to be-constitUted by-the present method of classifying consti­
tuencies. At the outset the system would no doubt produce 
l'eflection of communal divisions. - But in proportion as gene­
ral considerations came to bulk more largely in the political 
juugm~nt of the p1·ovinces, it would enable memb~rs to be 
_returned to the Assembly qn a more general view of their 
merits and political opimons4 A result of that· kind, involv-. 
jng an automatic decision of ccmmunal claims, would in our 
judgment be an attractive feature of any scheme, and we 
would hesitate to reject any plan which promised to get 
rid of precise ·communal proportions in the composition or 

· ·the legisla.ture. But just as in the absence of agreemeut 
}Jeh\een the two major communities separate representation 
for Muslims in th"e provincial councils. must continue, and an 
·~dequafe number of seats must be guaranteed to them, t)Q 

we think that the question of the abandonment or the reten-
. tiou of direct reptesentation at the centre ought to depend · 

· very largely upon the attitude which communities may adopt 
·towards such a proposal. Subject to this, -and apart from 

our own views on the more· general aspects of indirect clt>.c· 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a. means of avoiding specific communal re ... 
pn.sentation at the centre. 
. 130. Personnel.-The Commission have not alluded to tl1e 
possible · effects of indirect election on the personnel of the 
.Assembly. There is, however, a body of opinion which sug­
gests that. the choice of the provincial legislatures would be 
more judicious than that of popular electorates, and further 
that if election were to be indirect, persons of local position 

·. ·and experience,. who are at present unwilling to face the 
trials of popular elections might be. more ready to come for­
\vard. We doubt. whether· the expectation is very securely 
founded. One result of employing the machinery suggested 
by the Commission would very possiply be to induce political 
·associations or parties . to make special efforts to capture 
scats in- the provincial councils, not on provincial issues, but 

·in order to secure the return of members who could be relied 
upon to vote for candidates of a particular type to the central 
legislature. · , 
. - "131. The confusion of electOral issues.-. Indeed,· the role 

which ·under the Commission's scheme political associations· 
Ipight play in centr_al and provincial politics raises iss~es _im­
mediately relevant to f4e success of the new constitutiOn. 
Under the method of indirect election, it will be the- first _con~ 
cern. of nnv party wishllig to enter the Asse,mbly to- sccur,_, its 
own electors in · the. }lrovincial legislatures. The whole 
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weight of all-India political11ssociation$ would, therefore, :b.a 
directed upon the local legislatures, where t~e _novel expe~1 ... 
mcnt in the use of the transferable vote ·w1ll 1tself tend -t.O 
throw the business of .the elections huo t}le hands . of party .. _ 
managers. Again, the ·Comm~ssion appear- to. assum~ 
tlmt the ,iudgment of the primary elector. wlll hav.e. 
1·c,·urd 'm provincial issues to - the particular · poh~ · 
Ci;s of candidates and on central issues only to tl:wir g~ne..! 
ral suitability as electors for the .. central .leg1sla ... · 
hue. 1.;y e doubt whether electoral campaigns would 111 prac~. 
tire observe these limits, and we should expect.that. tlle 
simultaneous reference of central and provincial issues :to 
the electorate willllaYe a uisturbing effect. There is reason. 
to fear that de-velopments on these lines wpuld introd~ce 
di vero-cnt issues into provincial_politics, and invest them Wlt4· 
an el~ment of coufu!:iion and unreality~ "Ve .~regard:thls.as: 
a real danger in the plan of indirect election by provh1cia~ 

"l . • -counc1 s. ·.. · .. . . - _ .. - . 
132. Dissolution.-There is another undesirable-feature.:oi· 

indirect election as a means of constituting .. the Assembly.· 
which.seems to us to be of importance in ·regard to the: '}>OSi'-'._ 
ticm of -the executive. The -Commission describe~· the ·in .. ; · 
conveniences which may arise when a general ,election be.: 
comt:'s necessary on the expiry ~- . the -life-time: ilf 'the: 
Assembly. :Means arc devised by _which in such circum~ 
stances the minimum of disturbance of provincial legisla~ · 
tures may be caused. It is, we presume, on sin1ilar ·grounds_ 
that the Commission have pro'poscJ that the Assembly should 
have a fixed life, -and in fttct ·there "\voulcl bo difficulties ·in' 
combining a liability in the Assembly to dissolution with·a· 
similar liability in the provincial legislatures. Wcni.gree wifli 
tl}e Commission that on the one liand ·generaL .elections iri pr(}-· 
VInccs caniwt be entirely dependent on the necesf.!ity . to ,l·e.: 
·constitute the Assembly ; and, on the other, that the choice· 
ofmembers of the Assembly cannot be left 'to provincial'legig..' 
lators, who have not. been hi compa,ratively recent· touch with' 
the electors. The proposals of ihe -Cominission. !!ive this 
dcgree.of security to .pr-oviHciullcgislatnres that at the worst 
thnre is ~ guar~nt~e of' two years life, and the date of coni- . 
pulsorr du;;soluh?n IS kl}own. If, however~, the Assemb_ly itsc~:! 
were hable to dissolution, ·the tenure of all provincialleiis.: 
latures, 'v11ich had still more than-three-years life before th~n{ 
would be ·in.sec~re. It appears therefore· that 'on ·practicai 
grom:~ds an I_nduec~ly elected Assem~ly ~must. be. incapable _of. 
occasiOnal dissolutwn, and we consider fl1at this must defi. 
nitely be regarded as an objection in ihe ·scheme. · It may ·oe 
~rr.ued that the w~apon of ~ccasion~l dissolution co:rld. -pr.o­
oably not he effectively used In any Circumstances·which could . 
:be e~pe~h:d to prevail duri:rig the next few years but we should' 
l:e~umVllhng to deprive t1Ie Governor General of this power. 

_ -·Y ylume rr, para. 1~s. -
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With auA:ssembly constituted for a fixed period and not liable 
to earlier dissolution, one of~ the nonnal means of removing 
deadlocks W(nHd be_ sacrificed, while the legislature would bo 
guaranteed for a known period against the effective interfcr.i 
cnce of tbQ electorate. \V Q greatly doubt whether this could 
be 1·egarded as a satisfactory arrangement. 
. 133. Review. of indirect election.-vVe have enllea,~oared 

in the preceding paragraphs to n1n rapidly over some of the 
salient points, an sing out r•f the Commission's recommenda• 

· ti•1n to su.bstitute· indirect election by the· provincial councils 
for the present system of direct election by territorial consti­
tuencies. • The subject is very complicated, and some of its 
aspects are highly technical Theoretical atid t>ractical con .. 
siderations are difficult to disentangle, and ht ·estimates of ' 
the manner in which any particular electoral system may be 
expecte4 to · work, there ia necessarily a large element of 
E;pecula tio.p.. . . _ . . 

. ~t ha~ ??t been our object -to indulge in mer~ly des·· 
tructive cribCISnl~ In no country has an electorAl system yet 
been ~volved~· which is not open to objection.' The choice is 
not between a perfect and an imperfect system, but rathet 

, depends upon the balancing t>f advantages on eithet side. 
'Ve readily a~mit that indirect election possesses advantages 
from the '_point of view. of th~"' federal principle which direct 
election cannot ~ve. As a general proposition and on the 
considerations arising out of Sir Walter Laytoh's proposals 
for finance we are dispose(} to. welcome a closer connection 
between the . central. and. the pro_v\nciallegislatures. The 
~hance off~red or gethng nd of speCific. co:rrtmnnal represen­
tation at the centre is not lightly to be discarded. It is only 
\v-lwn we' set ourselves to examine the adual workin~ of tha 
indir~ct system, its prob~ble e:ff~ct on the conshtu.twnal 
machine at the centre, and Its. poss1ble conseqUences _1n the 
provinces, that doubts arise. . Some· of th~se we hav~ alre.ady 
~xpressed. The cohfuswn of ele.doral Issues betw~en the 
centre and the provinces, the dangers of excessive provin­
cialization in the central legislature, and the_ election of the 
latter for a :fi."'l{ed terttt, all seem to us to contain the seeds of 
future. complications. We are also impressed by the obje_c­
tions to an alloeation oi seats in the Assembly on ~ purely 
po'pnlation oasis. The alternative is an unequal allocation 
smpewhat on exist!ng lines~~hich proceeds from ap artificial 
'\VP.J ~htage of ·nroVInces. But any attempt to combine such a 
'Yeightage wit~ a nab~ral re'p!esentatio_n ,of ~ID.munities 
throughout India bv an autom.ahc method ts likely to en­
counter great ·d~culties . 

. · Again, there nt~ tr~ublesome an~ perplexin~ det.ails 
arising '·out of, the ttse of proportional represeJ1tatwn. 
Since eigh~. h~gis1ature~ wi!l be empowered to creat! a sing~e 
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legislature.· ·somewliat larger. than any one of ·.th~m, and' 
· containing under the Commission's scheme approximately 

.. 250 members, we · would anticipate two results. · We· would · 
e_xpect that the members of provincial legislature.s,- as. 
electors, would be called upon to express a number of pre:­
ft~rences, which must normally exceed thirty and may run to 
considerably larger figures. 'V e have been unable. to discover . 
any sufficiently analogous precedent from which to, judge 
how the system of proportional representation, when; applied.. 
on this scale, may be expected to function. The second result 
of the Rystem is that the number of votes which would suffice 
to secure a candidate's election by ~ provincial legislature· 
would be on an. average from province. to pr0.vince as small 
as eight. The use of restricted quotas for a system 'of _elec1 
tion, which must be secret, causes us considerable anxiety, for 
we cannot but attach importance to fears already expressed 
that a wide door is thereby opened to the employment.b:f,i~;. · 
proper methods. Moreover, as we have already said,· there 
is reason to doubt whether quotas so small will in fact induce 
any real sense of responsibility .in the successful c~d~date.. 'Jj 

I . . . 
On the sum of these considerations we would· ourselves 

incline to the conclusion that a method whereby the ASsembly 
would be wholly or mainly constituted by indirect' election 
would not he suitable. The certain objections seem. to. us to 
outweigh the/ possible advantages. : 

134. A mixed system.-On the other hand, in vievt .. of fh~ 
real a··lvantages offered by the indirect method, w~think that 
it cleserves consideration wheth~r these advantages could not 
by some means be attained without involving the objections· 
to wl1icl1 we have drawn attention. · · · 

An Assembly comprisfng elements drawn from both direct 
and hadircct . election, securing on 't}Ie one hand ." t~rri· 
torial." representation through indirect election by pr:ovincial 
connells, and, on the other, the representation of the. " an.,. 
India '' point of view and of special interests partly by direyt 
election and partly by nomination, I'night secure advantages 
and eliminate disadvantages on both sides: Such a method· 
of constituting the Assembly would admittedly still be open 
to the disadvantage that it would. remove the possibility oi 
making an effective appeal to the country in the event of dis':.· · 
agreement between the executive· and ·the legislature· ; and 
for this reason we are doubtful whether--such a plan,would.be 
permanently sl!itable· in }h~ later stages~ of ~he ~eve~opmi:mt 
of the conshtubon. But It IS arguable thrtt this obJechon need 
not be conclusive before complete responsible government at 
the centre is introduced. As a transitional arrangement 
·during the period, when the relations between the centre and 
the provinces have to.be adj1,1.ste~ and the stresses and strain~ 



Created by these rt.ic:U.lV.b¢ t.CI.ken Up, there WOUld be mUCh tO­
be said for having a central Assembly in which "all-India" 
views al1d " provincial " views could each be stated by their 
own respectiv~ representatives in debate. 'Ve think that a 
scheme of this nature might usefully be examined. 'Ve 
foresee difficulties, particularly in the matter of securing pro­
per communal representation, but it is possible that these 
might be corrected by providing special communal constitu­
.encies among the quota reserved for direct election, this 
method perhaps being further reinforced by nomination in 
certain cases. 'Ve have not been able to work out in detail 
an electoral project on these lines, but we hope that the prac­
ticability of such a. scheme mighi be considered along with 
other .alternatives at the. Round Table Conference. 

· ... · 135. Direct election . .:_ 'Ve now turn to a brief considera­
tion of .the system of direct election. The most obvious and 
perhaps the most grave. defect of direct representation is, as 
the Commission have observed: "the unwieldy and indeed 
extraordinary size of many of the existing constituencies '', 
rendering in their view reality of representation impossible. 
The ' difficulties of polling even a limited electorate over au. 
a·re~ . so· vast ·and. of such varied physical characteristics are 
evident~ · In the past direct election has certainly not secured 
that jntimacy between voter and candidate which it attains 
in _s:r;nall compact countries; and we may expect ·personal con­
tact 'to· become· uiore "difficult· when the franchise is extended. 
Neverth~less there are other considerations, of which we con­
sider that . account should be. taken before a definite break 
With direct territorial representation is made. The real point 
at issue is whether the physical conditions of India in fact 
make direct election ineffectual 
~ · "\Ve believe the facts .to be somewhat as follows. First, 
the central elector has exercised the franchise with increasing 
readiness ·and at least ·as freely as the elector to provincial 
councils.. A great deal of the business of the central legisla­
ture is as intimate to the elector, and is as fully Within the 
scope of his understanding, as the business of the provincial 
councils. 'Ve need cite only such matters as the Sarda Act, 
tltc income-tax, the salt tax, the railway allministrat-ion, and 

. p·ostal 1·ates. Even more abstruse matters, such as the ex ... 
cluinge 1·atio and tariffs, interest large sections of the clec­
:toratc.- 'Second, tlie electoral methods natura] to the sorial 
structure of India i:nay be held to some extent to replace per­
somil contact between candidate and voter, . a contact which: 
adult .. suffrage and ·party organizations ·make "incrca.s­
ing~i · d.ifficul~ in western countries. The Indian elec-

•yolumc II1 para. 137.! . 
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torate is held together by agrariarr1 · commercial, pra-··, 
fest:ional and caste relations. It is · through· these. 
relations that a . candidate approaches· the elector,· 
mH1 in this. way political opinion is the result· partly· 
of indhidual judgment, but to a greater extent than elsewhere: 
of group movements. These relationl:r and groups provide in ;. 
India u means of indirect contact between voter and member,' 
ret1ncing the obstacles which pliysical conditions entait. !fore-·· 
over, we are impressed by the· rurther consideration that ten~, 
years ago Parliament of its own motion set. up for the first.:. 
time a directly elected Assembly, representative of the wT10le~. 
of ·Irj{lia. That Assembly, in part perhaps beeause· ·it i~ 
<lirectly elected, has appealed to- the sentiment--of' India; :and:­
oown the seeds,· as yet only quickening; bf real repreS.enta-:: 
tion. Accordingly, unless new considerations of grE>..ater im­
portance have ~o be taken into account, we ~.ee1 rehtetant ·as~_. 
yet to condemn an. experiment undertaken so recently in a: 
country awakening to political consci@usness. _ ~ . ' ~ ~ 

. . . 
1:36. Advantages and disadvantages.-On · these· generar 

grounds we would hesitate to hold that. the orthodox metho<l' , 
of reprcrsentation by dii·ect election is .unsuited to. the· con4i • ., · 
tions of India. It may h~ admitted that· during · the~e ten: 
'\:'ears dir~ct "election has. not achieved all ·the resultd which 
Parliumcnt perhaps hopeu, nor has .it overcome au the o~-: 
staclcs wli iclr tlie vast size of the~ country: mid·. the:eomplii~u.tion; 
of separate ~lectorates impose. But in many way.s its sncc;.:::sj 
has !men growing; and it has contnlmted _tcr the strength .of; 
the .Assembly as a: focus ofnationai.alfegiance. On tlie~other: 
hand it would not provide that expression of proviucf.:'l.rvi~'ys 
as such which may be judged desirable fn tlie new conditions· 
contempiated· by the Commission. In· financial matters,. 
in particular, this- defect may oe serfoug;. Buf, .as· against' 
a plain alternative of indirect election, W'e' ·belieye that th~ 
balance of tlie argument is fu iavonr of the maintenance o£. 
direct eiectiorr. . · . . , . 

. 137. S11mmary.-W e have- now examfnea· TITiefJy . thiD 
methorls- of direct and indirect erection .. · For the cirmuri­
staiJCes which exist to-day in India there· fs no parallel .in· .. 
constitutional history, and the question is admittedfy: ·:veryr · 
open. The opinion of provincial. Governments is ·diVitletl ins 
regard to it. Without forming any final conclusion; we· Ilav~ 
expressed a preference for direct eleetiorr, out' hav~ suggested' 
that it may be found possible fo devise a: combination of the 
direct ami indirect methods, which might go far to- reconcile 
the different considerations which have lorce on ·either side.: 
One of the two preliminary points which we took,. wben ap­
proaching this question of the compositi9n of the India:re 
lPgidaiure, was to di~claim any intention of suggesting_ its 

.... - .. ~ ~ ' 
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ultimate form~ Those who support the.Cominission's· scheme 
ean ~dmilar}y maintain that its adoption to· meet present con­
clitions should riot be taken as committing the country for all 
tinw·to the indirect method ·of election. It is n.ot impossihle 
tbat, viewed in the light of practical expediency, the Conunis­
sion 's proposals may· attract considerable support. Dut, in 
any case, we fee1 that the method of election is essculiall.v a 
nmtter, on which the considered judgment of Indian opinion 
should have great weight. ·· We would ourselves be much 
infl-uenced by the trend of discussions at the Round Table 
C~nfer~nce upon it.· 

~ · 138 .. ~omination.-We turn now· to the broad questions 
of the composition ~d size of the Assembly. · The first rJoint 
for consideration is the extent to which a nominated element 
sii•)uld bE:\ retained .. We. have already expressed the view that 
t11t! difficulties inherent' in the problem at the centre would 
be greatly· enhanced by constituting the executive and the 

·legislature on principle~which would widen the gap hctween 
th~m. · · If · the proposals we make . for · a partnership 
lietween Britain and India, in the government of India, are 
nt~CCJAcd;it would seem to follow that there should be part-

. nershitJ in the lngislatnre as 'veil as in the executin~. A 
wholly respons~ble executive would naturally· obtain supp01·t 

. in· a wi101Iy popular Assembly. But if. at present the t:~xccu­
tive ·mu~t be~ either by specific provision or by <~onvention, 

. of the composite character we have envisaged elsewhere, . it 

. can hardly count on obtaining adequate support for its ad ... 
n1inistration as a whole, merely through the connections oi 
its political members with the legislature. Accordingly, we 
do not : think that the Jime has yet come for the 
abolition of the nominated portion of the · Assembly. 'Vc 
would. retain nomination for the two purposes of 
curing inequalities or defects in representation by election,. 
-and of obtaining some additional support in the Assembly for 
an exeeutive of the form which we contemplate. We would 

. in this ·way secure an element to repres,ent the unenfranchised 
and inarticulate, as well as spokesmen who would explain and 
defend the purposes for which Parliament must retain 
interest' in ·the· administration of India. We would not 
increase the present number of members entering by the 

·door of nomination, and we would allow the proposals, which 
-We proceed to make for the enlargement of the Assembly, tc> 
have· effect in reducing the weight which the nominated 
element will in future have in debate and division. The 
·proportion in which nominations might be divided l1y ihe Gov­
ernor General between officials and non-officials ~hould we 
tltiuk be elastic. As harmony between the new executive and 
th'.;. .A.~sembly gro,\·s, as '\Ye hope it will,. it should l>c pos~ible 
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to make a diminishing use of nomination for the inclusion of 
(\fficials. But the necessity for maintaining strength in the 
central Government forbids too drastic a limitation 
of the Governor General's power to secure some ·measure Qf 
assured parliamentary support. We -hope_ that the necessity. 
for the use of that power will finally disappear, but in pres.e1~t 
conditions we consider its retention a wise. precaution. 'Va. 
would therefore impose the present maximum on the nomina-:--: 
tion of officials, but otherwise leave the discretion·. of 'the 
Governor General in his choice of official or non-official· 
nomine'es unrestricted. . , , ; . ; 

139. The size . of the' Assembly and its life-time.-The · 
total Jmtnber of the members of the pres~.mt Assembiy is·;145~ 
· 'V e consider reasonable the general desire for some enlarge-

•ment, but practical considerations must, we· think,.:control_the .. 
increase in membership. There are limits to the number o( 
c·ffieials who can sit in the Assembly, and limits also to th~ 
extent to which nomination can be used without embarrassing 
rPsnlts. 'Vl1ile we agree to some reductio.P. in the ·existiu~~ 
proportion of nominated to elected members, it is cssenti~r 
thnt the relative strength.of the former should be s_ufficient to-· 
('nahle them to discharge the functions .whieh wo. · h·av,e· 
desrrihcd in the preceding- paragraph. OuT, general ,ailjl 
t1wrefore would be a house somewhat larger _than ~t present,:·. 
antl we ~hould contemplate a maximum· strength of 200' 
members. \Ye should expect detailed and local,examination,. 
to show thHt constituencies, which arrange the present clorto­
rate in suitable 'groups, and maintain the existing provincial 1 

proportions, need not number more· than about 150,. and that 
a 1naximum stren~th of 200 members would be. approp1·iatu .. 
for a house. including also represent~tives of special in~erests,. 
and a nommated element. · · 

.• ~ "'< ' ., 

We accept the proposal of ·the Commission and of ·the 
Indian Central Committee that the life of the Assembly should 
be fiye years. · · .. 

' • 140. The. franchise.--T4e problem of the ftanchise for-~· 
directly elected Assembly has naturally not presented itself 

· to the Commis,sion, and in· consequenc~ has not eliciteq- any 
expressions of opinion from the· provincial Governments. It 
was not mentioned by ·the Indian Central . Committee.. If 
di1·ect election is retained, we would be disposed to favour 
SOme extension of the franchise, in view of the smalln,esH of 
tho present electorate and its general c:qaracter. Any re,Juc-· 
tion in the p:oportion of the . nornir}ated ·element . in· the 
Assembly, official and non-official, which. at present alone re-­
presents the unenfranchised. and inarticulate,. makes an ex-' 
tension of the franchise more desirable, Bll:d we think that tha 

; ~ ~ " . . " . ... 
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franchise qualification should be investigated by. thn Frnn­
chiso Committee, with instructions to make suggestions for 
a reasonable extension. ... 

· 14LConstituencies.-,Ve do not desire to cover again the 
ground of communal representa~ion and the forms which it 
might take, so fully explored by the Comnlission.'~ "\Vo aro­
in accord with their general conclusions and. in the­
absenc(' o~ agreement at the centre, would feel bound,. 
in a directly elected Assembly, to retain communal representa­
tion, derived from separate. electorates, approximately in 
its present proportions. The territorial constituencies 
would then be differentiated as non-!fuslim, . Muslim. Sikh 
and European. 'V e would keep the existing distribution by 
provinces, nnle~ on further examination some modification 

· seemed necessary and feasible, bpt we would aim at carrying 
into' effect the proposals' of the Commission for the elected 
:representation in the Assembly .. of the ~entrally administered 
areas. The special interests to be represented by election. 
might continue to be those of landholders and Indian .com­
merce. We think it important that European commerce: 
s)lould b~ directly represented in the Assembly • . 

142. Illustrative statement.-Wbile we have left open 
the question whether the Assembly should. be constjtutell l,y 
direct or indirect election, we think it may be an advantage­
if we show in detail the composition we would sugge:;;t for a: 
dhectly elected .. 1.'\ .. ssembly. The Assembly would ltavo a­
total 1naximum strength of 200 members, including 150 mem-· 

. b~rs rehil'ned by territorial constituencies. _The 50 remain­
in~ seats would be filled by the return ·of 12 men1hcrA by 
direct election to represent the interests of landholders and 
Indiari connnet·ce, and by the nomination of 38 metnbers~ · 
The fonner category would include, as at present, 7 repre­
sentatives of landholders and 5 . representatives of. Indian 
c~ommerce. The nominated category· would contain n limited 
number of officials within a maximum of· the present figure · 
of 26, and would provide for the representation intt?r alios of 
the depressed classes .and labour, until conditions permit the 
nso of direct election by these _interests. 

. The statement which we append does not cOinprise all 
the 200 seats. It has . been prepared in illustration of a 
possible distribution by. provinces and communities of the 
150 seats. which would be filled by election from the. gener~il 
tenitorial constituencies, and to ~how a comparison with tha 
~xisting arrangement. 

I 
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Legislatit'e .As.c;embly. -
Revi!'!ed Existing and revised distribution of seats among territorial constituencies. 
distribu-

Existing tiou of 

distribu- general Non-Muha:nimadan. Muhammadan. Sikh. European. 

:Provinoe. tion of seats Remarks. 
on the general basis of • 

seats. existing 
propor- Existing. Revised. Existing. Revised. Existing.: Revised. Existing. Revised. 

tiona. . · . 

:Madras 14 23 10 16 3 5 
. 1 2 •• .. .. -Bombay •• ... 13 21 7 11 4 . 7 .. . . 2 3 

Bengal •• .. 15 24 6 10 6 9 .. . . 3' 5 
United :Provinces 15 24 8 13 6 . 9 '1 2 .; .. .. . . , 
:Punjab .. .. 11 18 3 '5 6 10 2 3 .. • • 
Bihar and Orissa .. 11 18 8· 13 3 5 .. . . .. . . 
Central Provinces 5* 8 4 6 1 2 .. .. •• .. *Includes one 

(including Berar). .. technically 
Assam ... • • 4: 6' 2 ;J 1 2 •• • • 1 1 nominatf.d 

: seat filled 
Delhi ... - 1 2 1 I· - 1 •• •.. - ... &8 the 

.. <'-. (General) , result of an 
Ajmer-Merwara. ' .. 1 1 1 . 1 - •• .. •• • • .. . election in 

' (General) (Gen,eral) · ·- Berar. .. 
" 

Total· .. 90 145' 50 79 30 5Q 2 /, 3 8 13 . 
North-West Frontier 

. 1 3 ;.. 1 1 2 ' . 
•• . . •• .. • .. . . 

Frovince. (nomi: . ' l .. 
nated). • ~ ' . 

Coqrg .• ~ 1 
.. .. .. ,. .. •."• - •• •• •• ' •• .. 

:Baluchistan 1 
. 

' • • . . ,. ,_.. - ... . . . ... .. . . '· .. 
.. -

Total 
. ' 

; 

91 150 , .. 
•• .. : ... '· •• - .. ,-, .fr., .. . .. ... . . .. - -':' ' .. . . . - .. .,;;,. ' . . . .·'·.I"' J . .. .. 

' . " . .• - ' ""' ! ., 

., 



128 

The Upper House. 

143. The need for a. strong second chamber.-''The Conn-· 
· cil of State", the Commission remark,• " represents the 
·more conservative elements in _the country and, in particular, 
:sedio:ri.c:~ of society whichJmve most to lose by hasty ant! :n-

. 'considered :legislation:". 'Ve believe that danger. of such 
legislation . will long continue and that a second chamber 

;wiH ahvays· be·: "required as an element in the Indian 
:legislature .. · Th£re. are, however, reasons why at the present 
·stage the Council o'f State sliould be composed with particular 
~care. •Jt.is. not proposed to have a form of purely popular 

· govenmwn.t at the centre, and a unitary executive, however 
amenable to the' intluep.ce: of~ the Assembly, cannot be directly 

' responsible to it. In these circumstances, we cannot expect 
that harmony"behveen the executive and the lower house will 
always. prevail, ·and the merits of administrative policy 

.. may~ not- invariably : reeeive · that :consideration which the 

. executive. would desire. It is of importance, therefore, that 

. there ·should be a ·seco1rd chamber, so constituted as to be 
'able to give: to the exec~tive reasonable and discriminating 
support. .Again, the ·Governor· General will continue to be 

'charged with the duty of .securing those purposes which 
, will be the concern of Parliament, and it is desirable that, 
~ as 'ft:tt: ~s possible, these. powers should not be brought into 
·play' ih opposition· to' the wishes .of the Assembly, until the 
·decisions of that body. have been reviewed by the calmer 
' judgment of the ·Council of State. . · . 
I : ; 144. Numbers an·d'qlialificaHons of members.-The Conn- . 
·.cil.of State has in the past exercised to. the great benefit of .. 
. the' country the functions which ~we have just described, and 
. ~e:tp_~~ t~at it shQul<J r~main :IDUCh as it is at present. \Ve. 
: concur In ihe conclusions of the Commission that the 

· ' numbers and the proportion ... h~twe(m .elected and non­
.· elected· shou~d be left unchanged, and that the quali:fica tions 
for mep!be~ship of.the upper house should continue to·be·high. 
The present qualifications for member.ship are the same as for 

. th~j fra~chise, and we agree :with the Commi.ssion ·that they 
Inight ~n futur~ be perhaps less wide. than ·at present. .An 
e_J?.quicy_ into suitable qualifications might well be undertaken 
on ·the lin~s suggested by the Commission . 

. I • 

.· ~4~. The elecioral.metho~.-· The present method of return­
Ing members of .t~e · Coun~il of State by direct election has 
~en successful In composing the upper house- on suitable 
lines.· Our own preference would be for maintaining the pre-

•:v ol~e I; para. 247. 
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!Sent system, but we recog;iize that, if tlle. Assembly were tu 
continue to be constituted .on the basis of direct election, there· ." 
might be some advantage in taking occasion ; through -_ the 
Council of State of familiarizing men's.. minds with _ the 
federal idea and the system . of indirect election pr:op~se~,: 
by the Commission. "\Ve would, however, ma~e o~r ~cgept-,-. 
ance of change in the existing method of elechon c9ndttio~~l:·: 
upon two objects being attained. "\V e shot;tld Wish, ; to be•­
satisfied that the change involved no prejudice to the rights. 
of minorities. Our second proviso wou1d · he that ;'the-, 
(~h-ange comme~ded itself to public opinion._ -• Subjec_t _,to .. 
these two considerations, we sl;wuld be prepared. to accept-' 
the propo~als of the Statutory Commission. · 

146. Nomination.-There are two arguments, -whicht' 
weigh with us in retaining the existing proportions of ele.ctecl_ 
and nominated members. First, we hesitate to rely.altogether.­
ou the qualifications, which will be prescribed for.candidates7~ 
to secure an element whi_ch has proved valuable- in~ the past~ 
and is indispensable in a senatorial body.- In paragraph' 8. or 
our 'Reforms Office despatch No.· 3, dated .the 6th I\Iay·1920', 1 

Lord Chelmsford's Government :made_ the following observa-' 
tion : '' The functions of such a chamber, as we ·conceive" 
them, are those of a revising body, capable of exercising i:rf· 
relation to the popular chamber a restrait~ing ·though ~ot_ 
an overriding influence,. and its composition is a 'corollary·~ 
of its fu~1etions. The members of such· a: body must be-' 
persons possessing what has been called ·the. -senatorial, 
character ; they must, that is to _say, be men who'.will bdng· 
to bear, on problems of State,. the . qualities of knowledge,'~ 
experience ·of the world, and the sobriety of jud~ent wh~eh~­
comes thereby. No form of indhect election could· satisf~ ·_· 
tlwse requirements. At its best, this method. would produce,· . 
a body which merely reflected the views of popular elec-. 
torates ; at its worst, one which consisted o~- the ~elegates­
of small electoral cliques ; but in no circmnstances __ coul~~ 
it' yield a true senate.'' 'Ye do not now press· the.se vie,vs 
so far as to reject indirect election. altogether .. _They are 
howeve-r still a justification for retaining adequate scope to'. 
maintain bv nomination the senatorial .-character of the' 
chamber. Second, we consider. it- desirabl~ that. for some· 
time longer the central Government should. be·- able to count 
on support from the upper chamber. For- that reason it is 
essential that the Council of State sh<\uld remain a body 
of conservative disposition. We would,"' _therefore;· 'retain 
the pov;er possessed by the Governor General to.· make 
nominations both of officials and of non-officials, observing 
tlrat the Governor General is at present tu;~.der no obligation 
U:> nominate the maximum number of officials and indeed: in 

. . ~ ' ' ~ . -. 
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ptactice nominates a smaller number.. We would- hope that 
this discretion to reduce the nominations of officials might~ in 
the future; be more freely exercised than at present and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non..:officials 
.might he necessary, in order to represent interests or com­
munities which fail to secure representation through pro .. 
vincial legislatures. · 

147 ... Life-time.--Whether the Council of State is elected 
directly or indirectly we agree with the view of the Statutory 
Commissiou that its lif~ should be $even year£~ .. 

'DEFENCE. 

. Administrative .problems. 

·.: ·. _iML Connection ot civil departments with the administrae. 
tion of defence.-· Having described the general administra- · 
tive and legislative dispqsitions at the centre, which appear 
to. us to accord best with present conditions, we desirf! to 
consider in greater detail l10w these dispositions will affect 
some o( the more. important of the departments of Govern­
ment. The Vomtnission lraYc Julh+ recognized the importance 
_of- the subjt:lct of. defence, which indeed constitutes one of 
the tnost .. difficult of all the · problems at the centre. In 
putting_ forward their Rchemt•, they have been largely 
actunt:<'d1 as they point out, by the desire to remove what might 

. oth~rwis'e 1-crm a continuing barrier to constitutional pro;,·ess. 
Any propo:::als designed to produce this result merit tho most 
careful and sympathetic consideration. We have already 
discussed tlie proposals· for the exclusion of defence in .so 
far as thev affect the strncture of the central executive ; 
and we have examined. in that connection the suggestion 
that the tetnoval of the control of the army from the 
Government of India would clear the way for constitutional 

. ·advance. We will now endeavour to consider how the pro~ 
posal would affect the army ad¢nistration itself. 'Ve haYe 
been impressed by the accuracy and insight with which the 
Commission· · have analysed the problem, and -by the in­
genuity of the solution which they . propound. The essence 
of their proposal, as we understand it, is a mutual agreement 
b~tween Great.Britain and India that for the time being the 
defence of India should be regarded as an Imperial con­
cern '·carried on in co-operation ·with, but outside, the civil 
administration· of· the country. · By a similar agreement, a 
fi.xecl totalsum would be made available from Indian revenues 
for dcfenc'e\ expenditure, subject to revision at suitabln in­
tervals. The- idea has undoubtedly many attractive features. 
'Ve h~ve howe~er, to ask ourselves two questions, first, 
Whcthe1·. in the e:z;tdeavour ~o avoid -~ constitutjop.a! gifficuliy 
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of a spednl character,· India JllUY 'not· fflll into a ~reatcr, 
daugc~· by. attempting to detach an important funchou · ·of. 
9ov'erumeut from its true plq.ce in the' organic whole.: an<J• 
iecond whether the control of defence can as a matter . of 
fact be isolated in the manner propo$ed. It has to be ;a.·eniem~ 
bered (and experience in all countries during th~ · Great.,Var' 
bas brought home this lesson_ very · forcibly)"-.-.fthat 
the aclluinistration of defence cannot ·be ···made :~the 
business of one department of -Government .: ··alone: .. 
The succe~sful conduct of war does· not depend solely 911 the 
Strength of the armed for_ces available; th~ manner· in which 
they 'are raised and controlled, and their general . state 
of preparednese, but upon the combined· efforts of the Govt 
cnnnent and the country as a whole. A modern war may, 
und generally does, ,involve all the resources of the natio~ . 
Iu consic:lering the wider aspects of the de,fence problem; tho 

. defence administration of the State .cannot be dissocla{.ed .. 
from .other br~:uches pf the administration_, such as finance, ' 
n1aintenance of order and the quelling' of civil·disturbancest 
posts and telegrap;hs, raiJways, trade,· shipping and transport, 
lal>our, health, and even education. The efficiency of '''thti 
fighting services depends to a larg~ ·extent on the -general 
efficiency of the nation in these departments; arid on; th~· 
degree to which the national resources· have been co-ordl.J. 
natt:'d iu peace, and can be harnessed in war. · Th(t I'espon!­
sibility of Government for defence is thu_s a joint i'esponsi.-· 
bility. The Commission evidently had these facts in -:mi:itd; 
for they have laid special emphasis· on the necessity ·for 
cm1tim.ting unimpaired the help and as,sistance which the itrn1y 
at present looks for &nd obtains from the. civil administra~. 
tion. If we hav~ correctly foll9wed their line of thougl1t, they 
believe that the co-operation of the civil departme.;nts in: tho 
uay to tlay administration of defence .can be secured on tbG 
same bas1s of mutual· agreement/ asr is neCBssary to the· in:.. 
troduction of their scheme as a whole, though the mP..an~ for 
en~uring such co-operation must in the _fuial resort rest -.in the 
hands of the Governor General. We have to examine this 
n.ssumption from the practical point of_ view. . • . 

149. Position of the Army Department under th;e e~ting 
system.-In the central Government as at present constiti1.ted, 
1herc is no fundamental difficulty in correlating the activiti~s; 
and defining the responsibilities, of the•varioU$ civil dc~art.. 
ments in regard to defence. Que.stions~ whi~h -~re the .joiP:t 
concern of the anny .and one or more ciy_il depart~ents, are 
dealt with under the ordinary inter-departmental routin(} of 
the Government of J;ndia, and decided ulthnately, in -the ~-ent 
-of dhmgrP.ement, by .a .reference to .Coun~it It is t11.te that 
the :!JrOc(~dure is sometimes foi1nd to be. cumbrous, _and that 
·the need fpr a co~:Ordinating institution, · analogou.s to th~ · 
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js ·at the most, however, a remediable defect in the adminis­
tratiye machine!Y: The Government, in its present unitary 
form; does proVIde the means of solving departmental differ­
ence~, and precludes the po'Ssibility of deadlock . 

.; · ·150.· Our apprehensions regarding the position of the 
.. Army .Department under the Commission's proposals.-We do 
not feel sure that this would still be the case under the arrauO'e. 
ments llroposed lJy the Statutory Co~ission ... ~he Ar~y 
Department would cease. to be a constituent un1t of the 
central .Governm~nt. . It could no longer rely on its position 
as a de~ar~ment of the Goyernment of India for suppo1·t 
lVllel! daurung the co-operahon of other departments, or mi­
<leavouring to impress upon them its· peculiar requhern~nts 
.or: points of view. The burd~n of persuading a civil dcpc-ut· 
ment in the last resort to take or withdraw any action in the 
interests of:the .army would rest upon the shQulders of the 
Governor General, whose task would be made no easier by 
the fact th~t the· central Government had. been deprin}d of 
its. direct . ~hiue of responsibility for defence. It is not, 
in our opinion; merely a question of the provision oi facili­
ties in 1·cg-ard to t·ecruitment, transport, and other matters. 
The· Army Department" is in contact with civil depal'tmcnts 
froin day to day. At present it deals with them on an cqnal 
footing : but 'if it became an authority separate from the 
.central ·uovernment, ·some friction 'vould almost certaiuly 
-ensue. · The position of au excluded Army Department would, 
we think; be difficult enough even if the central executive were 
<~onsfiti.1ted, as· the· Commission propose, with an official ele­
ment, an<l ... ~~ere not responsible to the legislature. But if the 
exclusion of defence ·fulfilled its avowed object Qf rm.aoYing 
the constitutional barrier to complete self-government nn•l 
the A·rmy Department, administered by an Imperial agency, 
found itself in daily contact with a central Govern1nent 
responsible to the legislature in all respects, we apprehend 
tftat the possibilities of friction would be greatly increased. 
- . l51. ~gu~ents on the other.side.-It is, of cour~t:~, pns­

.- ~sible ihat we have·· ove.r-estimated ·these disadvanta!~es. It 
may be contended that so far as the provinces are concerned; 

. -should effect be given to the constitutional proposals of the 
CoP..rraission, the co-operation whith is needed for the success­
ful fidminisiration of defence 1nust depend in the first 
instance on goodwill and mutual understanding (the ulti­
mate power resting· in the hands of the Governor General), 
'vhcther the army remains an integral part of the Govc:rn­
:ment of l:iJclia or not.' In regard to the centre, it might fur­
tiler be ~irgned that as a matter of fact conflicts between tl\e 
nrrny and the ci-dl departments arc not frequent, ancl that it 
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is hardly reasonable to assume 'that antagoriism and 'opposi• 
tion will become the rule, and ·co-operation the exception; 
rucrclv because the army has been placed; for administrative 
purpO'ses, under the Governor GeneraL· Though_ unde·r . the 
Commission's proposals the army administration would be 
outside the Government . of India, the responsibility _of . th~ 
la U er to co-operate in the defence of -the country woUld re .. 
main unimpaired,· and the powers_ of the Govern~r ·General 
would be in reserve to enforce that responsibility. It might 
nlso he questioned whether an army administration, excluded 
bv L'lutual agreement from- the Government of India; ~would be faced with any greater difficulties in securing co-operation 
ar:d co-ordination of effort than an army administration form~ 
in~ part · of a Goveprment . of India, which was in otlier 
mutters re8ponsive to the ·legislature. We do not ourselves 
hoJd these \'iews, but we think it desirable, in connection .with 
f)? important a proposal, to state the arguments 011 ~ithe~ 
s1de. . · . ' · · · ' . . ~ ' . . .. ' ...... 

. 152. In the legislature.-The' removal of the Commander• 
in-Chief and the Anny Department from the Gove-rnment of 
Iudia might lead to complications in the legi~lature. Tho 
ComlJlissS•m observe that the Army Secretary.· would .· be~ 
uvailnhle in. the Legislative Assembly .. He would bowever 
ceast~ to b(• an official of the central Government, and, as tluit 
Go\·crument would be divested of its share in the· respon:.. 
Eibility for defence, he would act, not as its spo~esman~~ but 
.ns tlw mouthpiece of an Imperial agency. His positiunni the 
Assembly as the official exponent of policies for which ibe 
.GovernmclJt of Iridin. were not responsible, would be ·in otir 
view :mvmnlous ai1d embarrassing. There is aheady a ten.: 
dency to criticize the existing arrangement under·which-· the · 
Army Department is represented in. the Assembly by .a Sec-­
retary, and not by a member of the Government. 1N e think· 
that there might be greater cause for ·dissatisfaction if tlJe 
spokesman on military. matters were not even an· official of 
the Government of India. The Corrimission indeed pioposc~ 
that the Leader of the Federal Assembly should take charge 
of important debates on military subjects : but· although ihe 
Leader of the Federal Assembly might personally carry gr(>at 
weight, his role, in army debates, would be. merely that of· a.a· 
·ad\wol!ate briefed for the occasion. · . · 

Here again we do _not overlook the arguments on the 
other side .. If defence were excluded from the Government 
of India. by general agreement,. the Assembly might tend ·to 
concern itself less with the details· of army administration, 
especially if it were represented in ~ st~ding defen<?e co:r;n-

- . . 
. . 
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lili.ttee. nnd had opportunities for the discussion of army 
po~cy, as. the, ·Commission .suggest. 
· · . ; ·153. Effect upon the Indian soldier.-Our nrgumenb so 
far ,have t1ealt with the administrative· objections that might 
l1e urgetl. ngainst the Commission's proposals. There is 
ano~ber··.important aspect of the 'matter. The · Commia"4tun 
)law stated• in their report the main argument on whicl1 theil· 
proposar is· based. It is the principle that the protection 
of tho frontiers of India, at any rate for a long time to cnme, 
should. not be -regarded as a function of an Indian govern .. 
:m~..nt in relation with an Indian legislature, but as u. ntatter 
of' f;TJpreme eoncern to the whole Empire, which can only be 
·effectivelJ organized and controlled _by an Imperial agmwy. 
'V c, dd 11ot here· "ish to: enter into the question of the rle~oo 
t~.,.,.hich the defence of India may be regarded as an Imperial 
rather tlmn a purely Indian concern. We do consider it 
relevant,' however, .to note that the greater part of the rank 
a:ud file of the army in this .country consists of British Indian 
Sttbjt.•ds •... 'fhe·.Commission's prop<>sals might be thonght to 
'lw:rc the ~ft·eet of removing Indian officers and men from tb~ 
semcc.of .the Government of India, and of turning tbem ill1.o 
employees: of an Imperial agency. whose policy might b~ 
dictate<l io a large e.xtent by the 1V ar Office. It is ~ossible 
that tho effect of this ,change in th~ status .of the Indian 
soldier would not in;unediately be felt .. Under the Cow_mis. 
$ion ~s proposals, the army .would still be directly subordinnt~ 
to, the Commander-in-Chief, and would still be under the 
f:~PClTi::;ion of. the Governor Gener&l. The dissociativn of 
·the llflllY from ·1lhe. Government· as a whole might, howm·E.·r, 
in thne produce .reactions unfavourable to the Indian soldier 
during his· army eareeT, nnd might also tend to deprive J1im 
of tlte protection and sympathy of the civil administration 
in his .refirement. ·~ 

: : The advocates of exclusion may reply that here also the 
goodwill ~ma CO:Operation of the provincial Governments must 
'be ~tssumcd, and that, if these are not readily forthcoming, the 
Government -of India would at any rate be in no petter a posi.:. 
tion tlmu a· separate Army Department to secure the intercstrs 

·.of individual s<;>ldiers and pensioners. 'V e do not ourselves 
'lrflld this;view. 1Ve believe that, in this as in other matter--~, 
the representations of the Government of India are likely to 
earry more weight with local Governments, no matter· how 
autonomous, than those of a detached authority. 
· 154. ·Conclusion : the army should preferably remain 
under the Government of India.-Onr conclusion. after 
weighing the arguments on both sides, is that it would be 

•Volume II, para •. 2.0.8. 
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preferable that the Goyernment of India shouLl . retain ·1 

ita control of the administration of defence. The Connnis'!' ~. · 
sion th~mselves, however, recommend the adoption of their· 
scheme only on the understanding that it meets with accept·}. 
ance. If Indian opinion were decidedly in its favour, .. ;We·' 
t,hould be pl"epared to reconsider our views. . The . p~po~al •. ; 
hitherto does not appear to have enlisted any. public s:.tpport. ~ 

155. The portfolio o( detence.-If this vie\V is accepted~; 
tlte portfolio of defence would continue to be -held. by··· f:l' 
men1het of the central Governin.ent. This brings us to the· 
question of the position of the Commander-in-:-Chief.·· ·1V(). 
consider that there is great force in the Com.mission"s re-o: 
commendation that' the Cotmnander-in-Chief should, · ceaso: 

· !o be a nle~ber of. the central Govermnent; o~cupyin~ .a. ··seat.· . 
1h the !nell an legislature.. The present offiCial pos1t10n of,. 
the Conrmander-in-Chief, combining. as ·it does~ th~f· ·func .. · 
tion of the supreme Commander of the forces in India with· 
that of permanent Army Member and Government spoke::;­
man on a1,1DY affairs, is becoming i!lcreasingly · diffie1il t. f!-lld 
cmbarras~mg. The prpblem had. ansen"before the· appmnt .. ~ 
meut of the Statutorv Commission, and we had ali·eady.for- · 
s?me time .been consid~ri!lg the possibiJ.!t:r oi some meh sol~--·-: 
hon at: the Comnnss1on prop<>se. We agree · that the , 
Commander-in-Chief should cease to be a· member of the · 
Indian legislature : and we recommend that his place in. · 
that respect should be. takf.ll. by ·a civilian member forde-. · 
fence, who would become -the responsible member o:£ Oo'"~ 
crnment and Gove.rnment spokesman in the legislature . in 
all matters of defefice policy. This, in. our opinion, would.: 
constitute the simplest method of relieving the Coriw...ander-< 
in-Chief of duties which are extraneous to the nature of his 
profession and appointment. The change would involve no 
dhdocation of the existiri.g machinery and .the actual conduct· 
of businelSs between. the Army Department and Anny !lead-· 
quarters \vould proceed on. the existing lines. Th~ .' · Com­
mander~ in-Chief should, however, retain the. tight· of direct 
acc(•ss to the Governor General, and s1tmild, . as a 
matter of rule,· be present in Council when military a:ffaira 
arc rliscussed. The mutual relations of the Comiriandm·-in. 
Chief mul a civilian defence .member. would not pre8ent 
t'IJ.e difficulties that were found to ~rise when the Com .. 
n1ander·-i11-Chi_ef and the military. member, -both . high mili­
tary o!llcers, were both also r permanent m~mb,e;rs of the_ 
Execuhvc CounciL - · · · · · · 

' . 
- 156. The army estifua.tes._:_ We :find . o~rselves :in agr.~e-.. 

mont witl1 many of the Commission's observations on the $ub:. 
ject of military e:xpendftu:re~ It will be for His Majesty's 
Government to consider w;hethe~ thi· Commission's argu-
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Jncntf' in favottr of a subsidy from Imperial re,·cnues 
should be accepted, and whether tlie Government of India 
cari establish a claim to a fixed contribution detenninc<l Ly. 
the factors to which the Commiss,ion have referred. \\' e 
are.in.favour of. the proposal for the constitution of a com­
mitiee on army affairs, including· members of the central 
legislature, for . the .-purpose of discussing and keeping iu 
touch with military questions, as recommended• by tlH 
Commission. 'Ve are also ·in favour of the Commission'~ 
sbggestion. that military expenditure from Indian revenued . 
should ·henceforward take the forin of an annual total sur.t1 
fixed for a period of years, and revised at interv·als. The 
general position of the legislature in regard to defence matters . 

. sJ{ould, ho,vever, remain unchanged : in particular, the exist­
ing facilities for· the annual discussion of military policy auJ 

.:expenditure, _in the. course of the budget debates in the 
Assembly, should continue. . . . ,· . . . 

I ndianization. 
157. The Commis~ion's survey of the problem.-inchapter 

.10 of the first volume of the- report, the Commission have 
presented a comprehensive picture of the military probiem, 
notable· for· its impartial, yet sympathetic, treatment of n 
niost difficult subject.. That the Commission recognize the 
shprmne importance of ·this question is made dear 
in the first sentence 'of the chapter, where they observe that 
in. considering· the implications of the policy, to the pursuit 
ofwhich the British Parliament is solemnly pledged, for tho 
increasing association of Indians in every branch of Indian 
a'dministration, and' for. the development of responsible gov­
ernment in British India, no question-is at once more difficult. 
a'nd more crucial than the future organization, recruitmeui, 
~nd .control of the army in India. t 'Ve think it worth while 
to quote in full one passage ;t 
· , ''For the purposes of the constitutional inquiry 

· upon which we are engaged, the method by 
which Indianization might proceed is not 
so immediately important as the fact that 
it has at length begun, and that it is 
recognized that the pace at which it pro­
ceeds is conditioned by the efficiency of 
the results obtained. A completely self ... 

_ governing .India must be. in a position to 
provide itself with armed fo:rces, fit to 
undertake .th~ tasks which armed forces in 
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India l1a\'"e to discl1arge, so far as those task:s 
are the special concern of India itself. It is : 
not to be supposed that units' recruited in· 
Britain and· officered by British officers are 
.going to be mercenaries in some future India· 

-where the ultimate military authority rests ' 
· with an Indian Minister for War or· with 
an Indian Cabinet, responsible to an Indian 
elected Assembly. Indian nationalists are, · 
therefore, perfectly right in attaching great 
importance to army questions in India in · 
rcla tion to India's constitutional develop:-

, m~nt. It is essential to . the honour . of , 
Britain, in relation to the assurances which · 
'lmve been given that we are sincerely aim:-'.·. 
ing at the attainm,ent of self-government in~· 
India, that the transfoniu'l.tion 'shoUld, be­
giv·en every fair chance. The change i~. 
bound to be slow, and it is much more likely-·_ 
to come about smoothly and snccessfuJly, 
if . the difficulties are honestly faced on both 
sides in a spirit of complete g(>odwill.'' · . > , :· ·: 

These words sum up· clearly and succin~tly. the: whole 
problem of Indianization. It . is of paramo:unt im­
portance that we should satisfy ,Indian public 'op~iQn thnt 
we are in earnest in our polic.y, and that_ our } ID.easures of 
Indi:mization are directed towards a detinite goal. It ·is 

. Cl!UaHy important that c11r critics, on- the other hand, shoukl 
. recognize that the maintenance of efficiency is_ an indispeu­

~ sable condition of _progress, and that this plea. is )J.ot- raised 
:for the purpose of obstructing legitimate_ demands. - :.;. - .· ·. ; 

· 158 .. The Commission's reccmmendations.-The Commis­
sion l1ave put forward a tentative proposal~ for the develop­
ment of a separate army of a dominion pattern; reGruited ior 
·purposes of internal order, but sharing with Imperial 
iroops· the burden of external defence. This army, if ar.1d 
"\rben created, would be under the control._. of" an· ·Indian 
minister. The_ suggestion is repeated in paragraph 211 <,! 
the second volume, where it is further made . clear that· tll(} 

· dominion army would be independently paid for and con­
trolled, and contain no British element. · The Commission 
recognize, however, that the suggesti'"n raises many diffi­
culties, technical and financial, and that the time for eo 
considerable a departure from the established organ:ization 
has not yet come.· We .shall return· to this subject later. 
For the present the Commission· urge that we should go for­
ward steadily, as we are pleugcd to do, with the Indianiza, ... 
·tion of the army, subject only to the ·overriding requirenienf..s 

•v olume I, para. 126. 
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·. of.milrhiry··effiCienc'y : ·ancl they ·consider that this ·obligation 
s1onltl continue fo be honoured in the letter and the spirit 

.. if the army in Inaia ·were to pass, as they suggest: out of 
the ·control of the Government of India. We need hardly 
amy that we accept this view of_ our obligations. Our present 
policy·of Indianization is indeed based upon it. We belien.~ 
that the pursuit· of that policy, in ~he lang."uage of the fore .. 
word published with· your predecessor's approval to the 
1·eport of the Indian· Sandhunt Committeee, " offers the sur~ 
stable line of ad\"'ance towards the creation of a dominitm 
nrmy ~'. By " the. creation of a dominion army" we memi 
tLe evolution of a· self-contained Indian .force, to be com .. 
1nanded and officered eventually by Indians and to be under 
the control of a self-governing India. . 'Ve propose to dcscriuc 
briefly the progress that has already been made in Indianiza­
tion, shice, the announcement of decisions on the report of the 

• Indiari Snndhurst · Committee, to state the position now 
rcadwu, and to indicate. .what the next steps in advanco ara 
likely ·to be.· · ~. · 

,' " . 
, · 159. Progress o( Indianization .. since 1928.-In :Ma1cb 

1928, we ·announced 'that. in future. the number of vacancies 
available for Indians at the Royal :Military College, Sandhurst, 

'W9uld.be increased fro~ ten.to twenty a year, and that some 
·vacancies WQn1d lie tluown open to Indians at the Royal 
.'Military· Academy at \V o,elwich, ttnd ti1e Royal Air .b,orce 

. :College at Cranwell. The first exainination ·under the new 
· COI1ditions was held in November 1928, .but it was not uutil 
. the November examination of 1929 that, for the :first tinw, 
·tl1e number· of Indian canJidates qunli:fied for Sandhurst 
:·exceeded the number of vacancies offered. At tbat examina-
tion, eighteen candidates-passed the examination, against ten 

. '"acancies. .At the same examination, six Air Force candi­

. dates, i.e., the minimum number required to initiate an lm1inn 
· FJight, succeeded in qualifying for Cranwell, and two TndimH 
also passed into Woolwich. Up to tbat point, no Indian h~ld 
passed i'or either 'Voolwich or -Cranwell. We have rec<mtly 
received :final results of the examination held in June 1930. 
Two candidates succeeded· in qualifying for Woolwich, a:a1 
ten for Sandhurst. The number of those qualified for Sand­
hurst was therefore, on this occasion, exactly equal to the 
number of vacancies offered. ·For future calculations, it may 
be assumed that the number of candidates qualifying for 

. Sandhurst'will not fall below the present number_ of vacancies, 
namely twenty a year. To these should be added a number 
of Viceroy's commissioned ·officers nominated to :Sandhurst 
a~ Viceroy's commissioned officer cadets. The prescribed 
211nual maximum for such nominations is five, but for th•~ 

~Y ~lllllle II, p:lra. 2ll. 
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p1~u:mnt not more than two or three suitable can«P.dat?~ ar~ 
hkcly to be forthcoming from this source· every year. 'Itt 
addition, we may expect an average of three or four candi.; 
dates a year qualifying for eJ.ther Woolwich or. Cranwell. · : 

160. Number of Indianlzing units. required.-An ammal 
output of twenty officers with direct commissions_ from Sand~ 
hurst, together with an annual average of two ~or threQ 
Viceroy's commissioned officers granted .. King's commb~ 
sions, will, in the course of time, supply an officer establish-­
ment sufficient for a complete infantry division of· twelv~ 
battalions, a pioneer battalion, and a brigade of tJ?.ree regi­
:rnents of cavalry, tof:,rether with an adequate margin · for · 
ancillary departments, staff and command appoin~ments, aud 
for wastage in premature retirements and transfers· to civil 
departments. The calculation assumes the cQnversion of thO. 
officer establishmeut of Indian units from the. existing pattep1. 
which· consists of twelve to fourteen King's commissionetl 
officers and nineteen or twenty Viceroy's commis~ion.el], 
officers, to a homogeneous cadre of twenty~three to twenty-fiYo 
King's commissioned officers. Our scheme "therefor~ at .. iis 
present :stage, envisages. the Indianiza~ion in ~ll of 8ix_to·~z! 
units of .ravalry, i!lfantry ~nd pioneers, ·'i!i · addition to, 
such untts of arhllery, . signals and engmeers _il.s- iriay 
hereafter bt~ officered by· Indians from '\Voolwieh,- and· to 
the air squadron which we hope to raise gradually: witll 
Indian officers trained at Cranwell. ··The eight units hitherto~ 
set apart for Indianization are still o_fficered on the pattern: 
mentioned above. But these .. officer establishments will . iu:· · 
tLe course of time be insufficient to accommodate the ·increa~-J · 
ing number of Indians commissioned through Sandhurst~ 
It will then be necessary either to set apart more· units fui~ 
Indianization or to begin the conversion of the officer estab-~ 
lisilm~nt to the British pattern, or to.introdttce a combinatir-!n.' 
of both these measures. We have not yet · decided whicb' 
procedure we shall adopt. An important factor in the- deci-' 
sion must naturally be the necessity of securing· the rights' 
and prospects of the .Viceroy's commissioned officers, and ot 
the sepoys and sowars who enter the· army with· the ambitiun 
of being promoted to Viceroy's commissione-d rank. ~ 

. lGl. Question of an Indian military' college.~Th~ ~in.,. 
creasing numbers of successful Indian ~andidates at these: 
examinations bring.:ns nearer to the point when -the ques-: 
tion of the .. establishrnent of a military. college .in India .. 
m nst be decided. The Indian Sandhurst Committee, iu 
paragraph 44 of their report, stated that according to. the· 
expert evidence they had received; the desirable number- of 
candidates for the starting of an Indian military college; if 
it wc1·c to have an -efficient organization, was 1qo. 'fb~y. 
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accepted· that· as fhe initial number, and proposed that tile 
cd!ege should be inaugurated in 1933, with an intake o( 
33 cadets in that year. The establishment of 100 was to 
llc: 1·cach~d in 1935, when.. tl1e first batch of entrantli ·would 
be commencing the third and last year of their course .. · The 
Committee, in their recommendations, followed the models 
provided 'Qy the Dominion military colleges at Kingston and 
Duntroon, where the normal course of training is three or 
four years: and· we agree that the Indian military college 

. whe1:1 established should be on the lines of tl1ose colleges 
ratl1er than· of Sandhurst, where the course lasts for eighteen 
·months only. "\Ve also agree with the Indian Sandhurst Com­
mittee that 100 is a desirable number, though not an indi&­
pensable minimum, fot the foundation of an Indian inilitary 
college. To absorb- an annual output· of 33 officers, if thut 
were the figure accepted, it would be necessary in course of 
time to expand the number of units selected for Indianizativn. 
from sixteen, the number required for the present output, un 
to about 25.· The rate of progress of Indianization in artillery, 
engi~eers, signals, and air units, is at present too uncertain 
to be included in this estimate.. . 

. ·"· .. 162 .. Argunlents that might be urged in favour at Sand­
hurst from the military point of view.-The alternative to the 
ercation of an Indian_ military college would lJe a further 
incrrase in the number of vacancies available for Int1.ian 
cadets at· the Royal :Military College, Sandhurst. His Exct>l.; 
l~mcy t11c Commancler-.in-Chief point.s out that ther£- is jnuch 
to be said for the retention of Sanclhurst as the training ground 
of Indian ·King's commissioned officers as long as possible," 
'provifled that the progress of Indianization is not thereby re­
farcled. '~Phe traditions which have been established over long 
years at Raridhnrst, and the fact tbat the Indian cadets there 
rnix freely in work and- games witi1 boys from English pub­
lic schools, have undoubtedly a beneficial effect. It can be 
~110"\\11 ihat many young Indian cadets, after a Sandhu1·st edu­
cation, arc holding their own 'vith their Bri~ish contempora­
ries: and those who advocate the retention of Sandhurst 
feel no doubt that the same results would not be obtained 
from a college established in India, which for many years to 
t.~ome v:ould have no such traditions as Sandhurst and no cor­
responding esprit de corps. While sjrnpathizing with the 
wide-spread desire among Indian public men to see a milita-ry 
college established in India, those who hold this Till"\1 u1·e 
definitely of opinion that the present high standard of edu­
cation, ·eombined with- the surroundings and traditic•ns ·of 
Sandhnrst, resulting in the formation of chnniCter, will not 
be maintained in an Indian college, and that the quality of 
young Indian officers entering the army will consequently 
dctcri orate... · · 
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. 163. Arguments that might be. urged. in favour of Sand.,, 
hurst from the political point of view.-Indian political. 
opinion Las hitherto expressed itself clea~ly in favour. qr ~he, 
creation of an Indian milita1:y college 1n · accor~nce, 1 w1th., 
the rerorumendation of the Indian Sandhurst Coranlitteew Tho, 
con~iderations stated· in the preceding paragraf>h. 1nigl1t, · 
l10wever be acknowledged by some of those who press .for au . 
Indian military college, if they could be a~sured of a g1~ar~!i~~ 
tee that the retention of Sandhurst would 1n no .way prCJUdlCEl 
the rapidity of Indianization. Indian sentiment, both. withi:q. 
and outside the army, attaches considerable. val~~ · to· thq 
hall-mark of Sandhurst. One of our Indian colleagues· hii& 

· cxpr.e::;scd the view that it would be better that India. sl10nld;· 
coutinuc for somo time yet without a military' colh/ge of her~ 
own, than that Indian officers should c·ome to be regarded as 
}HJssessing qualifications inferi<?r to those .of·· their, Bi'itisll 
(~tmtcmporaries in the Indian Army. 'He fears that this argu~ .. 
ment of inferiority might be used to· retard the pace of Iri.dia.1I~1 
zntion in _future, and he observes that if it is found neces~ 
sm:y for young Indians appointedt for instance, to tlio"' Irid.iiui 
Civil Sen·ice or the Forest Service, after open. comp~titim~ 
in India, to be sent to Europe for further training,- a p<;rio~ 
of training in England would· se.cm equally necessary ~ for 
ylmng Twlinn officers of the army. It would be p~>Ssihle· 'td 
point, in illustration of this arg11ment, to the proposal ·o~ thd'. 
Indian Sandhurst Committee that Indian cadets, after' comJ 
pleting- theh course at tho Indian military college, shonlci"b<{- • 
attnclwd for one year to British battalions· station~cl hi thq ; 
Uuitecl Ki1lgdom. To cite another instance, although 'tha. 
teaching iu Indian Universities has· reached a. high stand:~ra; 
there i8 still in India a great demand for admission to Britislt 
uni n~rsi1 i(~s. EYcn if the Indian military· college, ;~lwi·eforo; 
prod need from the outset officers· as good as those· trained at· · 
Saudhurst, the fact might not be recognized for some time'by 
the Indian or the British public. He further "nrgE:'s that in:is.:. · 
much as any expansion of Indianization will involve a decrease 
~n ehe number of British officers of the Indian ·:Army,:thera· . 

. should be le~s difficulty in accommodating the increasing nuin: 
ht'rs of lndian cadets at Sandhurst. If therefore His :Majesty's 
Government could arrange to secure the admission .of Indian 
radets to Sandhurst to the extent which the· progress . ot 
!ndianiza1iou r~quire.d, there wou~d be ~ounds for postpoll.~ 
1ng the . establishment of an Indian military college fot,' rt 
considerable time to come. An Indian· military· college._. is 
morcoYer bound to be expensive, both in its capital co8t ai:ul 
in its 1·ecurring charges; if it is to be founded and maintain~d 
on lim·s eomparable to Sandhurst. 'He anticipates that. froin 
the volitit•a1 and financial, ·as· well as the military, points o£ · 
·view, iho alternative of retaining Sandhurst mav ilnd some· 
support. ol • • . . • 



I . . 

- ·_ 164. ArgUments for a.n Indian military college.-On · tl1a 
other. hand it may be argued that a course of three, or pos­
sibly four, years in an Indian military college, be~nning in the 
sevcnieen.th or ,eighteel_lth year of age, when ooy~ arc still 

· comparahvely impressiOnable, could be made at least ag 
<:ffective as the training imparted during eighteen nwnth~ at 
Samlhnrst to Indian cadets; who rarely go there, under tho 
present Eystem, until ·after they are nineteen. The advan­
tages resulting from association with British contemporaries 
might perhaps be secured, .when the time comes, in another 
way, nmnely, by extending, for Indian officers, the period ui 
attachment to a British unit, before they are posted to the 
Indian army, from one year, as at present, to, say, two years. 
Further, it may be thought that the qualities of initiative anu 
comradeship, the combination of ~hich is essential to the 
:inaking of a good officer, are acquired rather during the time 
spent at an institution such as Debra Dun, or at an English 
public school, than during the later, and shorter, stage of a 

. cour8e at Sandhurst. By taking its cadets at a more forma· 
tive age, and by training them longer, an Indian military 

.··college could supply to some extent the advantages of a pulJ ... 
lie school. education for those who had not already had it : 
aiid ·u1ere is no reason to suppose that the milita1·y authori~ 
ties in _charge· of the direction of the college could not, by 
choice of staff and in other ways, ensure the provision of a 
first· elass training. The· Indian Sandhurst ·Committee 

• were obYiously guided by considerations such as these in 
·making their recommendation for an Indian military col­
lege-a recommendation that has received :much support from 
·Indian public opinion. We cannot ignore the strength of 
the demand for such a college. In spite of the financial 
assistance granted by Government to Indian cadets, we 
cannot doubt that the expense, the distance, from India, mu.l 
tlw unfamHiarity of the surroundings, are factors which 
actcr a number of pnrcnts at present from offering their. 
sons for a military career. There is a general impressio11 

"tltat in l!.pite of everything that Government can do, the C')~t 
of education at Sandhurst remains excessive, and that Indian 

- cadets are handicapped in various other ways. This fcclillg 
is but n~1tural. To appreciate its· force it is only necessary 
·to inmginc what would be the attitude of British parcnt:i 
who de::;ired to send their sons into the army, if there wero 
no military college in Great Britain, and every English catlet 
had to be trained at an institution in a distant country. It 
would not be long before public opinion, in suc].l cir­
cumstances, demanded the establishment of a military colle~e 
in England. An Indian military college will in any case 

. become ]nevitable as soon as Sandhurst can no long-er aecum~ 
~odate the incx:easing numbers of Indian· c~dcts. W~ do not 
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know when .that point would be reached: it would depend, 
~ml(lng other things, upon the attitude adopted towa.rdi this 
question by the Army Council. But, even if the n1ilit~ry 
author-Hies in England were willing to accept Indian ce1dets 
ltl Samlburst in sufficient numbers to· avoid the immediate. 
llcc-eF.:;ify of founding an Indian military college, the questio~. 
'\·oultl still remain whether it would be·· bette1r. to· contiime-: 
sending Indian cadets to Sandhurst,as soon as possible, or to 
~turt thl• Indian college without delay. · · · · _ . .. ; 

S9me of our number would prefer, for the reason~ givmi 
in paragraphs 162 and 163 above, to make ev:ery effort for th~ 
retention of the advantages of Sandhurst as long as possible, 
provided that the military authorities in England were J>re-· 
pared to accept Indian cadets in the increasing pr~portions 
that ihtf progress of Indianization will-require; others of us 
take the view that the establishment of an Indian militarv· 
colle,gc should be set on foot as soon-as practicable. ·In thes"e 
.drcumRtanres we have stated to the best of our abilH.y the. 
arg-uments in favour of either course, and His "~iajesty's 
GoverHment will have the opportunity at the Conicren~e _t<l' 
ascertain Indian feeling qn the matter. ~ . · · · 

.. ' 

11i5. The Commission's scheme for a. separate ~( 'd.dmi~ 
nion" army.-If the numb~r of. King's commissions offerool 

·annually to Indians is increased in the near future, it. will. 
. be necessary to decide in what way the additiona~ · officers· 
:should be employed. "\Ve have consider-ed .. very , carefully. 
the proposal made by the Indian~ Statutory Commission in~ 
paragraph 211 of the second volume of their report .. ':Read­
ing that paragraph with paragraph ~26 of the fir~t volume,,· 
·we understand the proposal to be that Government, in ~() .. ~, 
operation with· the central legislature, should encourage 
the recruitment of battalions of a dominion pattern, co.tti: 
manded by officers holding a dominion.· commisBion, for~ 
purposes of internal security, that these forces should be 
controlled by an Indian minister of t}le central Goventmcnt, 
and that out of them a· dominion army. should ·, gradually 
Pmergo a.~ a self-contained indigenous for~, distinct f.rom the 
Imperial 11nny, in which latter army, however, the. policy 
of Indianization should also be pursued .. The·· Commission· 
have left. us in, some doubt as to the functions of thi1) n':'w · 
force, which they contemplate• as being \..'recruited for· pur-. 
poses of internal order ", but also" sharing with Imperial 
troops the . burden of external defence ''. Nor have they 
defined the source from which it is to be financed, though 
recognizing that financial considerations will of- nece.ssity 
impose strict limits on its size. 

*Volume I. para. 126. 
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; · · 166 Ten~o.t!ve ~haracter of the scheme.-This sugge'3tion 
. ~f the Commission .w, however, only tentative. As we have 
· already stated, they uo not themselves consider that the time 
lut~ ·yet nn·ivec} to decide upon it. and whether it should Le 
~tdupted or 11ot. Its adoption would in any case depend up0n 
·a. defh1i tc. pronouncement in its favour by Indian public 
npin_i~n .. :'Ve shall proceed to examine it in the paragraphs 
that :roll ow. At. the same time, we wish to mak.Ct it clear that 
ou1~ views, like. those· of the _Commission, are merely pro­
\·isiona~, and. t~at '~e do. n?t commit ourselves at this stage to 
·a fiual-expresswn of opiniOn. 

' . ," 

: ·. '1G7.~P.ossible objections to the scheme.-,Vhethor, a::J 
,we 8l10uld prefer, the Government of India continue to control 
,tlw reg-ular army, or 'vhe1ther the Statutory Commission 'R 
·rocouuncndatiQD be adopted,,nnd the control of the army be 
~tlansfE!tred to the Governor General, acting as an agent o·f 
:the Imp~riai· Government, this further reco!Ill1lendation . t'•f 
:the. Statutory Comurlssion would involve the existence of 
.two distiuet- forces. side by .side, controlled, orgaui~cc4 
equi})ped,. financed ani{ employ~d ·on different systems, but 
l1oth of them nonb the less forming _part of the army in 
~India,. und containing the germ of the future dominion 
~army, . \Vt~ confcs~ that wf! do not at present sec what 
:justification or im::~ntive could be f~~mnd for the creation- of 
: H;e pro11o~ed new for~e. · A part from the· financial difiicul­
·Hcs to which ,v-e have alluded in_ paragraph 165, it is obvious 
that j10wly raised troops of this character would not for 

·iriany years be-as ~fficient as units of the regular armJ. 
lr1tli~ln·public. ·opiniQn, so far as we know, is- content tltat t.ho 
whole· army should remain un~er the control of the Govern· 
'me~ut of lndia and the Commander-in-Chief. Its main de4 

. -manus. aT~e ·first, a ·large reduction in military e:xpenditnre, 
· bnd; secorid, !-an increase ofo Indianization within the 
'existing :tl'my. The !act that the Government ?f In~ia nnd 
·the .. Assembly were free to develop an army whiCh might be · 
·1·egar<lcd as of inferior status and of less effective flgl1ting 
'capacity, alongside the regular army, with such funds us 
·might ])e ·available, would not evoke any · degree of 
popular ent~·usi~sm : nor· wo~ld it be easy to conviu·c~ any 

·one that th1s measure constituted an, advance to:wards the 
-forin·ation ·of a dominion army. It must further be rt!­
·rmembered that, in time of peace, internal security troops, 
as s-q.ch;. do not ~:Xist. 'AI~ units of the army are recr~ited, 
•trained, and eqUipped up to the full .standard. of effiCiency 
~required -·for service in tlie field. On the outbreak of war, 
units 'Which are at the moment stationed· in· certain places 
become, on mobilization-, part of the P,eld army, and ·proceed' 
Jo :the ~ront. Those 'in· certain other stations arc detailed 
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for internal security purposes ; but, being fully trained,, 
also form a valuable reserve to the troops in the field.- ·In··· 
orJinary times however e.very unit is fully trained for. war, 
and is also available for duty in aid of the civil power on 
the outbreak of local disorders, whatever .it.s duties may' be 
in the event of mobilization. Battalions trained for internar · 
security purposes alone would not have sufficient occupation: 
to justify their mainten~nce as regular forces. ,· . . : 

168. Another suggestion-Provincial - battalions~~ We 
have considered also an alternative suggestion that a certain . 
uumlJcr of units, over and above those set apart untlcr the. 
existing st'heme for Indianization within the army,· slwuld.' 
be 1mnded over to provincial Governments to be maintained 
hy them as provincial battalions. These battalion3: would· 
nonnnlly be employed by the proVincial , . Gover~ments ·on. ' 
dutie~ connected with_law and order, for the preservatio]I·of, 
which tbf--y are, under the Commission's proposals,· to become ·. 
primarily responsible. 'rhey mightalso develop, in the cours~­
of' time, into units capable of taking their plaee in the field 
army. · They would in fact be raised and maintained by p1·o~· 
vjur.ial (1on:~I'l1IO-ents in precisely the same. way as Imperial. 
State forc~s are raised and maintained by the rulers of the· 
larger Indian States. They would be inspected and -super-'. 
vised by a central agency similar to, and possibly amalga-. 
mated wit.h, the nlilitarv ~t\dviser-in-Chief and his assistants. 
Ft•r every provincial battalion so constituted, a corresponding• 
unit of the regular army would be brought undet reduction.: 
awl the provincial Government would reeeive, out of the. re-· 
sultant ~nving to army estimates, SllCh financial contribution 
as was rt:.quired to mai:p.t.ain the new unit on an adequat(~ 
footing. ProYinciai battalions, like the Indianizing units in' . 
the regular army, would be officered by Indians com-:-· 
missionoo through an Indian military college.· It is claimed.· 
for the scheme that, by encouraging. the developme'lt 
of localized forces, it . would help to broaden the 
basis of recruitment, and perhaps foster willingness to. 
vndertake military service among cormnunities who show no 
enthus:asm for it at present. Meanwhile, the Imperial arn1y 
would not run the risk of including more experimental; and 
to that extent, ineffective units than it could cat:ry. At the 
same time, there would be no restriction o( the field of employ~ 
ment for young Indian commissioned officers, many of whom. 
might prefer service in provincial units of this character to 
scrYir.e h1 the Imperial army. , The suggestion, therefore, !1a~ 
f!omcthing in its, favour from the purely military point: of 
view. It is, however. open hf sorue of the smnP. objections as 
the proposal of the Indian Statutory Conmiission: nor have­
_'We any re::u;on to supJk'lSe that provincial Governments· or pro­
vincial Hmtiment would walcome it. There is· no e\idcnee 
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at present -of 'a. movement in any part of India for the estab-
lisllmcnt of provincial military forces. · · · · .. '.. ' . 

. . 169. Reasons for preferring the continuance of a. sinale 
arn1y.~--Apart from these considerations, the creation or a~ty 
new. ~ype of nrm~d .f_?rces would form, in our opinion, an nn-: 

.n.ecessaey complication. We alre~dy have .regular troops 
wlth Britisb officers, and regular troops in process of lutlian. 
izution; We have also the territorial forces, and tht? 
yarious battalions of military police maintained by proviu­
cial'GovP.rnments. We donbt if there is room for pro\'in-
·dalized. f'orces in addition to all these,. \Yc would h"l"catlv 
prJfer that all nnits hereafter selected for Indian1zutioil· 
should retain· the status and functions of regular .fighting 
troops : ·and we have little doubt that Indian se11ti­
ment woa)d support us in this view. \Ve think that the ad- · 
vantages of . a provincial or local eonnexion could be : 
equally ""ell attained by 'assigning certain stations as per-· 

· man(~nt h.eadqnarters to some of the Indianizing units of th~ 
l'J~~ular . nrmy. ' Some . such arrangement would indeed he 
desirable for several reasons. The increase of the number of 
l{hiE!'s commissioned offic;c;!rs in replacement oi Vic~roy'.; 
t•{im~issioned officers, for instance, will necessitate th~ pl:o­
vision of accommodation for officers on a different scale from 
that provided for ordinary nnits : and for this reason it will. 
probably oecome difficult, ii not impossible, in future, for 
ordinary nnits to suceeed Indianizing units on relief, and 
-r,•ice 11;ersa • . We have reason to believe that provincial Oov~ 
f'rJJntents, if ·asked or required to maintain armed forces for· 
if!fmnai st•c·nrity duties, would prefer that those force-; should· 

· talce · the c:xisting form of military· police. We- accordingly 
consider fhat anv advance in the Indianization of officer· ranks 
must lJC' mad~ within the anny itHelt, and tnat units. seleefetl 
for t11is_ purpose hereafter must continue to be trained and 
employecl in exactly the same way as those which retain their 
Briti~h officer establishments. 

'170. Conclusion.-But whatever ~ay be the ontcom~ of 
tl1e Commission's suggestion for the eventual creation of 
u. separate army, we have sufficiently indicated, in tlie fore~ 
going paragraphs, our whole-llearted concurrence in tlw 
r·)Hcy which t:hey advocate .for the meanwhile. . Onr aim is t~ 
procc:'ed "ith measnres- for preparing India to undertake a 
larg£~ ~nnre of responsibility.- for her own defence as rapidly 
as is praeticahie : :.md we shall be ready to adopt wi1atcver 
.mean~ may be found most suitable and effective, for. the 
achic.vement or that end. 

.. FINANCE. 
171. Considerations which affect the early transfer cf · 

responsibility for finance.-W e have rererred in a previons 
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paragraph of this despatch to the special difficulties ut'the 
1\'a); of any immediate transfe~• of responsibility r or finance,­
owing partly to the magnitude of the interests which 'have 
hitherto been safeguarded · under the responsibility of the 
Secretary of State, and· partly to the ne~essity for th~ pt·ior 
fulfilment of eertain special conditions. w~ desire to examine 
h~ more deta!l the spec!al circumstances whi~h ~ ;:;urrt!un.d. this 
highly t~chn1cal but vital part of the admtrustrahon. \Va 
shnll 1Len offer some suggestions as regards' the dire~tion in 
wbicl.t, 1tnd the qualifications subject ,to which, auvnnce in 
financial responsibility lnay be made .. · , . . 

•112. The fottt ~rincipal factors ·in the situation:._:.._ It will 
facilitate an appreciation of the practical measures which 
nrc required if the principal factors in the situation artt 
analysed and considered separately, though they necessarily· 
to some extent overlap.. Thege faeto1·s may. :be-. stattXJ. as 
follows :- · · · · · · -, · · 

(a) The great finatteial significance of· the~ purposes 
in regard to which Patliatnent· · cmn:iot ·dives-t 
itself of all responsibility. ·.' . . '·.: · 

(b) The foundations oi India'S: credit~ a:nd .. its -~igru; ·. 
ficance to the country. · ~ ~ ' :. : ~ "·. · ·, 

(c) The unusual responsibilities ~which the Go,~~~n~ 
Uient now carries in relation· to-. the currency .. ~ 

(d) The partic~lar. financial and economiC 'oonditioris 
whiCh e.nst to-dav . . . ·. · ~ ... i·· ., . - ' . . _, 

173. The financial significance of. the responsibilities o( 
Parliament.-The special. responsibilities of Parliament in 
the finanCial sphere . may ' be classified . under three main' ' 
heads. · ~irst, if Parliament remains,· as it must, responsible. 
f(,r ucfence, it must be abl~ to ensur~ that the iurids to ineet 
the eosi of defence are available. Second, Parliament havin6 
l•e(\n h~therto responsible for the general good govm1uueJ!t 
of India could not relinquish this responsibility . without 
ensuring that the debts incurred durin~ its period of respon~ 
sihi1ity nre honoured. In this connechon we.may r~cnll 1he· 
assuranc>e given by the Secretary of State to the _holders pf~ 
lnrlian loans in England in Sir Arthur Hirtzel 's. published: 
lettc·r of ,January 27, 1930. · Third, Parli~ment must. remain. 
responsible, for the pay and pensions, falnily pensi6n:i £u1d · 
proYident funds of all officials recruited by the Secretary of"· 
Stutc. It :mav be argued that it would be a sufficient di~­
clml'ge of the re;Sponsibi1ity of Parliament, if it were prtn'"id~-d 
as part of the new constitution, that the sums required te> 
make the 1)ayments due under the above three main hendings 
should be a statutory :first aharge on· a consolidated T1m,J, 
payable independent of any vote by the Indiatf legislature. 
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Btit (a); a first ·charge on revenue is ·of· no value tmless 
the, ne~essary taxes are levied to produce 
sufficient revenue, and 

.(b) iii. this case the. total of the charges including 
-only cost of the army, interest on loans and 
. pension.s- amounts .. , to about 80 per Cent. of the 
net revenue of the central Government. "\Vhen 

· a '':first · charge '' absorbs all but a narrow 
margin of the total revenue, the security implied 
'by the nomenclatur_e disappears. In such a 
·case, the authority respon.sible for seeing .that 
these ·payments are made has an intimate con· 
cern in the whole 'financial administration of the 
country. · 

·we· do -not- go _so. far. as to suggest· that thi.s ·circumstance 
·must constitute- a permanent obstacle to any transfer of 
pnancial responsibility. But Parliament may not unrea~on­
ably demand some signal guarantee for the future, before 
surrendering the security provided by its direct constitutional 
power. to. control proposals for taxation and. expepditure 
throtigl,J a minister re.sponsible to itself~ . . 

'_ .. _ ; 114. C~edit.-of India.:..:_ The ·maintenance of India's credit 
-is a faetor of o-verriding importance, and having regard t,) . 
the special. circumstances iti which Iridia has been governed 
in the past, the outstanding· consideration is that, in the 
.absence of speci~I. safegua~ds and preparation, __ the removal 
of the authority and responsibility of the Secretary of State 
''"'ould.represent a ·fundamental change, which might be 
expected to give a very s~vere shock to India's credit. How .. 
ever nnfair we may feel to be any implied distrust of what is 
to be expected in the way of financial policy from a responsi­
-ble 'Indian Government, it is none the less real, and we 
-have to fac~ realities. _ We cannot ignore the fact that th~ · 
foundations on which the financial stability of India depend 
are of a very special nature ; first, owing to the extent to 
which up to this point India has relied on external resource.s 
for the building up of her existing economic structure ; 
second, because of the great part which reliance on the 
credit of the Secretary of State and the_ responsibility of 
Parliament plays in the maintenance of. that· structure. 
~rhe peculiar features in India's position. have arisen mainly 
·~rom the historical connection between the United Kingdom 
·and India both in civil administration and in defence, &nd 
jn. the supply of capital raised in the United Kingdom for 

. the construction of railways, and canals, and other public 
wo~ks. India has in consequence built up very large sterling 
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commitments in the form of .loans, pensions, and similar~ 
obligations. ' . · _ ·. , . . 
. :.Moreover, India's credit for the purpose with .wh~ch w9' 

are concerned means something more than the credit of; thE1 
Government ·of India as a borrower. 'r ast amounts· or 
private capital have been invested in the- development . of 
the country and its industries, and.it can hardly be disputed 
that a large • part of this investment has been . made' in 
reliance on the · preV'ailing- · system of ·~administration·, 
especially · fi~ancial administration, ~f the con~ try.:.. .A· ~ 
sudden and fundamental change, creatLng uncertainty· and 
doubt as tp future policy, would inevitably result in a- with.:. 
drawal of ·a large part of the capital already invested, and · 
1:>top the free supply of further · capital which the. proper 
development of the country urgently. needs •. Even the 
fear of such a change would be sufficient to produce· these 
result.s, as the ex:pcrience of recent _months has show~ •. 'It 
must also be reahzed that the Withdrawal . of. enstmg-
capital and.the restriction of fresh supplies would not merely 
concern British capital. There are many ·Indian irivestors 
who might seek to invest their capital ~broad :if tJ:iey ·lost , 
confidence in Indian administrat~on;· and: of this ·danger also 
there has bP.en evidence during· the last' few: months~ ,·The 
_effect . on moyements of capital to . which, we have referred 
might well be· felt on a scale which would mean financial 
and economic disaster. ·· ; · · ·; :. · ·~ · 1 ' 

· '\Vhatev~r may ·be thought fro~- the. I~dian po:in:t~:of · 
view about the desirability of this state of affairs, in which 
India n!lies so much on exte~al credit and externalserl·iccs-, 
it is a vital element in the problem, which must be faced with 
all its c~onsequences, the chief of which is that tire .m.re . .ls ·.of · 
.livelihood and the welfare of. a vast portion. of the Indian . 
_people depend at present .on . these formdations. ·If. the 
foundations were withdrawn without an adequate and careful 
period of replacement, the whole Indian economic life.. as :it 

~ exists to-da)~ might collapse. · · · · · 

vYe do not suggest that the ~ factors just ... mentioned· 
would not be fully appreciated by a popular Firiance. Minis­
ter in India, and indeed we think that their very -exist­
ence should afford the· strongest reason.s for his pursuit of 

, a sound financial policy. But changJ~o>is always unsettling, .· 
·and our. purpose rathe~ is to emphasize the need for, estab-
lishing confidence before such a change is made. · . 

175. The Government llf India's responsibilities in rela­
tion to currency.-The third factor to be considered is tlie un­
_usnal rcRponsibility which the Government now car1ic~. ih 
·r~lation.to currency. It js, of ~ou1·se, a well kno,-vn feature of 
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·the situation 'in India that·' the respon~ibility for supp~rHng 
exchange, and therefore assuring that adequate ·remittance­
can be made: to' meet all · foreigti · exchange· requirements, · 
public and private, has in• practice been . undertaken by' the. 
Government and· has .recently- been xnada a· sta.tutory obliga .... 
tion~ . It has long been felt that . this is, on·· grounds of .. 
principle, undesirable and that the right course must be for­
India to follow the practice of other countries,. by providing 
that Jhe · ccmtror of both currency and credit should ba 
unit~d in.· the hands of a central bank acting independently 
of Gov.ernment: 'l'he underlying idea in nil ~ountries ift 
that. the currency. authority should be fr~e to conduet its: 

. policy in accordance 'vith the dictates of sound :financ~ .. 
detached. from all political influence. The official character' 
of the Government in India has hitherto been a disting··uishing. 
factor, and it is obvious that the reasons for introducing 
the practice of other countries into India would be enormously 
:reirlforcecl'~ ·if the finance portfolio were to pass into the­
hand of a minister relying for his position on the support 
ot,a political party. We wish therefore to. state in un~ 
ambiguous ;terms that ··the formation'of a reserve bank on 
.sound lines must in· our '\7iew , be a condition precedent 
to any· ti·ansfer of financial responsibility from the agf!nts of ~ 
Parliament to ·a c minister answerable to the Indian legisla::r 

: tutri• ; ~ ... 
It _must, howe'\7er, be admitted that the present is an 

, -~xceptionallf unf&vourable time for an attempt to establish a 
J'eserve bank. During the present period of falling prices th~ 
,currency authority of a country like India, which relies ln:tinly 
on. agricultural exports, must be forced, in order to fulfil 
its duty for maintenance of exchange (whatever the statutory 
.ratio mny be}, to follow a course involving the removal of ra· 
dundnut currencv from the market. The bank would have to 
·rely. on the use of its sterling resources or on sterling borrow~ 
Jng,. in which respect its ·position would be far weaker· thait 
that whit'h the Government has held hitherto with the credit 
of the Secretary of State behind it. But more important 

-~ still, as has already been pointed out, any sudden chan~e iu 
tbc administration, or fears as· to the future constitutiOnal 
position, may start' a tendency for capital to leave India, an•l 
so long as this is going· on the balance of remittance may be 
·insu.ffi~ient, with a consequent increase in the strain on. the 
·bank's· reserves or on its- capacity to borrow. Lastly, a 
spec-ial diffieulty·is created by the fact that in any case a spo-
.cial strengthening of reserves is necessary, for the -present 
gold and. sterling reserves held for currency purposes by tho 
GoYernment cannot be regarded as sufficient for th~ sceure 
. W'?rking of the reserve bank ·even in normal times. As 
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indicatcrl in the report of the last Currency Commission; thes~: 
r('servP~ will require to be built up gradually, and it is diffi-­
cult to S'-'e how, in all the circumstances, this· can be done with ... 
out further external borrowing 011 a large, scale. ·t r 

'l,he combination of circumstances,· to which· w_e ha'\fe. 
referred, means that the inauguration of a reserye ·bank to 
rclieYe the Government of its functions in regard to currency 
and exchange is a matter, which J:l~mands careful ·p~~para.,;. 
tiou rmd n combined effort by the Government _and the people 
of the (~ormtry. It cannot be regarded as a conditiori_·easy' 9r. 
fulft.Jment or.lig·htly left to an uncertain future.·.· At the sam!J 
time. we must make it absolutely clear that . it. ought ·to be 
definitely tt part of ou,T programme~ and _that it' should l)e 
uuder.taken at the earliest possible moment. : , . ~ · ,:, ··' _; ''';•'i-

'Ve wish here to emphasize one further ~~~sideratioll','_v_iz:, 
that it will ~e necessary that the constitu#9n: _of _th~ b~n~ 
should contain safeguards for its future, control against ~t·b~ 
danger of political interference ... \V e , should . hope that ),t 
would be possible ,to convince Indian opinion.of .tl1e, desit:- _ 
ul:ility ~at sl!ch a bank should work .in close: co-opet~E!tio_n 
With, and on hnes approved by, the Bank of,.lDJ?.gland., : Th1;; 
idea could be supported by th~ general consid~ration ·of , tl~e 
importance of co-operation between the .central banks of ,th,e:. 
world, and especially within the· ~Jmpire ; while the.:action· · 
just now being taken by the Barik · of ..~Dngland- in giving. 
rounsel in a period of great difficulty _to A11:stralia: may 'heY,: 
to co1tvince Indian opinion of its .value. , Whateve.t ~the futu:t:e 
for 1ndia may be, she must always be greatly dependent ,UpO)l , 
her standing in the London money market, and not11ing~could 
be of greater service in this direction than a cl()ae co-operation 
betw·een a central bank for India and the B~nk · o:( Englan(l. · 

• • ' . . • • .. •' l· •" • I_ 

176. Special difficulties inherent in the. present1 finandal 
and economic position.-FilialLy, we_ come. to the present spe-. 
rial di:ffid1lties inherent in India's financial position and .ill . 
world e(·onomic conditions.. These. are so- well known as, to 

. r£'qnire no detaile~ explan~tion. The diffieulties .fnll.:. niainly 
11nder 11nee headings. _First, .the general . econom1c- -.:diffi. ... 
crilties from ·which all countries which rely mainly. ·.on aglj­
cultural exports are suffering at the present time~ Second, · 
1he serious after-effects on public and :grivate finance ~whi$ 
may· be expected: to result from the .. present political dis­
turbance and ·.the programme of those who have ·organizetl 
the civil dis~bedienc.e-campaign, effects :which, even .if :that 
campaign were immediately terminated, m~st be. felt. in the 
country for a long. ti~e to come. Third, the oqligation ·for· 
redemption of -existing loans of the Gove~nment of India 
which wil~ be particularly heavy over the next t_hree: years, 

. .. -. . .. ' ... 



152 
,. . . \ . . . ~ . . .. 

nnd the need for further resources in gold or ~xternal cnp1tal, 
not only to continue the development of India's railway 
·system, but for establishing· a ce.ntral bank with adequate 
l'eserves. It would .indeed hardly be possible to imagine a 
'Combination· of circumstances mora unfavourable to an im· 
mediate change of policy, whic]l. might result in shaking 
public ·confidence in the credit of India. 

. . 
. .. , , 177. · Importance of central Government ftna.nce in tho 
·new. constitutional scheme.-There is . one further con­
.sid~r~ttion which should be. me~t~oned at this point, l!amely1 the v1tal :importance of mamtarmng the financial stability or 
tJw t!Clitral Government in India in relation to the coustitu;;. 
tional scheme which we are now considering. The proposals . ' 
of the Statutory Commission would give a wide extenswn of 
.t;esponsibility and independence to the provincial GovP.rll-· 
·mcnts. Nevertheless, the provinces cannot be regarded us 
separrttc eC'onomic units, ~d they must remain to a lnrge ex.; 
tent dependent on the central ·Government's financial ~u1-
nrlnistration and the maintenance of its credit. At tho same 
time. the Bdministration of finance in the provinces ntuy. Qn 
its side renc.t io an important degree on the general finandal 
}Josition .of India, and the centre must be strong enough to 

· · prot£:ct the situation. , Central Government finance indeed 
may be said to represent a key point in the proposed. consti­

·. tutionar structure which may be exposed to heavy and un­
. ~ertain strains. India can hardly affo;ru to run risks at this 

point during .·the early years .of tlie new regime in the 
· P.!ovi.nces~ -

. · · . 178. ConclflSiC?n that transfer of responsibility requires 
·fulfilment .of certain conditions.-From this review of th~ 
·lnain factors in the present position we are forced to tho con­
: elusion that the occasion for a transfer of financial responsi­
-bility cannot be reached apart from the fullilmcnt. of certain 
conditions, such as the restoration of normal econotiut~ coutH­

.. tiops, the re-establishment of. credit and confidence, and the 
c inauguration and· successful working for some time of a reserve· 
·bank with udequate sterling reserves. Some of those condi-
tions, such as the last, are clear, and their fulfilment is capabJe 
of precise determination. Others are essentially more general 
and in. the last resort His :Majesty's Government must be 

·the sole judge of their realization. It is at this point that the 
. essential difficulty arises, and it is precisely on the snbject 
of these conditions that free discussion at the Round Table 
Conf&ence is likely to be helpful. Pending such discussion 

·.we are· reluctant to propound :final proposals, and in the 
. following paragraphs we do no more than ·attempt to indi- · 
, catc. t~e general signifi.ca.noo of what we have in view. · 
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179. Possible lines of development.,;_The essence or wha.t 
we contemplate is t~at we should endeavour· as a first step to 
embark upon a penod which is definitely· aclm6wledg~d as ·a. 
period of preparation for the transfer of responsibility. :Our 
declared object would be to create such a state· of affairs ·as 
to Illllke a transfer possible, and to do this with no ·avoidable· 
delay. It would be the task of the Government to (lo all in its 
power to expedite the fulfilmc!llt of such. of the 'conditioni5 
referred to in the preceding parag.-raphc as it.cahjnflpence, 
and accordingly, in co-operation with repr-esentatives :of 
Indian opinion, to complete the inauguration of· a reserve bltnk 
on the lines which we have already sketched, and to consolidate 

. the financial position,· both as regardS revenue and. '~xpendi .. 
ture and the public debt. A concerted effprt will be required 
to overcome the special difficulties referred to in. paragraph 
176 and to work out a financial programme· for, the· future: 
"\vhich will inspire confidence. We trust that o'ur suggestions. 
for a unitary executive, which may give greater· harmony• 
with the legislature, may go some way to help in this direction: · 
and we would also hope t.hat committees, of the -legislahire 
might provide opportunities for co~operation between Govern· 
rnent and the popular representatives. ·. · .. ·.· , -.,: '; .... '·.:,· 1 

. . . • , ' ) . I 

. Apart from these matters, it is necessary to: .~ay -some; 
thing of. those other conditi~ns less e~sily. de~~abl~ ·to· w~icb~ 
we have referred, the essen hal purpose of which would· be ·to 
establish . confidence iu Indian administration.: .. The. main· 
weight of this task must lie with the leaders of Indian opinion.' 
An authoritativ·e declaration by responsible leaders that. they 
entirely discountenanced the doctrine of repudiatiop. of~ debts 
would be of soine value, but beyond this it would P,ave great.er·. 
practical. ~ect, if Indians could give some signal proof ihat, 
they are willing to mobiliz~ their pri':'ate_ re~~urces .fen: the 
sake of establishing the natwnal finaillmal position.· · We. say 
no more on this subject now, leaving it to be further· develop~· 
ed in discussion at the Conference; Our general outlook on:­
these questions is that on the one hand, while fully recogniz .. '. 
ing the special difficulties inherent in a transfer of 1hiancial ;­
responsibility, we accept the position that an eventual trans-~ 
fer is implicit in the declared policy of· an. advance tow:lrds 7 

self-government in India, !nasmuch as financial r~sp~l!B~bility' 
is one of the most essen hal parts of th~responsrb1hbes of'· 

· Gov"ernment. But we feel that the chances of· obtaiuin~ that' 
co--operation from Indian public opinion, requisH~ for tl).e ·fnl- ,. 
filmcnt of the conditions to which we have referred, will" b~' 
largely dependent _on the cla~ty wi~h whi~h such '?ondit~<ms · 
cnn he defined, and the certainty w1th whiCh the Intentions ' 
of His :Majesty's Governmfmt can be stated.' On· t~e. other 
hand, we must emphasize that t~e cha;nce.s of an adyance ar~ 
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dependent on action. to be take~ on the· Indian side, ·fqr we 
·~onsidcr. it cS!se:ntial that Indians should realize that they also 
have a definite task to fulfil, and that it is for them to dispel 
the misnnderst.anding and mistrust that have been ci·eated. 

- '\V a do not overlook the difficulties in the way of defining 
yu·<.·cisely how this is to be achieved, but we are of the 9pinion 
that, unless His :Majesty's Government state clearly what is_ 
~equired, and Indians are given a fair chance of making a 
rc~ponsc,· with assistance giv.en generously from the British 
side. we cannot expect Indian opinion to accept the difficultiea 
-of transfer as an ~xcuse for its .indefinite postponement. 

-~.··/There is one subsidiary matter to which we might ·refer 
b~fore leaYing this subject. If we look forward to a period 
wben the finance portfolio' may be held by a respon­
sible' minister, in distinction from the system which has pre-

. v~iled llithertq of filling this post with a specially selected 
:fina:ucial e.:xpert, one con~equence may be to throw a greater 
'burdeJI on the-permanent staff of the Finance Departn1ent. 
An elected minister, even if he is himself experienced iu 
finance, will· have to devote more of his time to political acti­
vities and to rely more on his permanent officials as regards 
ilepartnwntal work, and we must. emphasize the need for 
greater continuity, than has under the pres~nt practice prt3· 
vailed, in the pel'sonnel of the highest posts of the depart.:. 
lhent. ~The recruiting oi suitable officers, and a provision 
for their training, will become of greater importance ; while 
it must he 1·cmembered that tl1e special 'training ground ''""bich · 
is now available in the currency department of the Govern-

.· rhent will no longer exist after the inauguration of a resen"e · 
bank. This may appear to be an administrative rather than 
a· constitutional point, but we attach. great importance to it. 

~ " .. 
. . 180.' Safeguards after responsibility is transferred.-It 

. will be dear from the nature of the pres·ent responsibilities or 
Par~iament, as en'\Tisagedin preceding paragraphs, that Par­
liament, so long as certain obligations inherent in the posi­
tion created by past history remain, could not escape the 
ultimate re$ponsibility in many important respects, and for 
this purpose it would he necessary to preserve certain ~:~afe­
gnards, even after the primary responsibili_ty fo1· financial 
a-dministration had been transferred to a minister responsible 

- to tl1e Indian legislature. The nature and extent of those 
ninst to some extent depend on the measure in which the 
ge~eral conditions precedent had been fulfilled. It is not 
necessary for our immediate purpose to ~~amine them in 
detail. They. would include :- -

(a) The creation of consolidated fund charg~s to cover 
such items as inte;rest. on debt, railway ~nnuities, 
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pay, pensions; family pensions, and provident.· 
fund payments for (ivil officers appointed· by .. 
the Secretary of State, and army of1..icers, and 
e~penditure on defence, , · · 

·, 

(b) Some powers of supervision an~ control to' be vested 
in the. Governor General for the purpose of.main,.2 
taining financial stability, · , . . · : >" ~> 

(c) Provision for resumption of control'by the Sem·etatt 
of State in the ~vent of a . threatened i. finanCial 
breakdown or an actual def~ult under (a r. . '. l: :; 

The provisions under (b) and (c) imply an adequate supply 
at all times of information to. the representatives . of His 
:Majesty's Government. · · 

\Ve have stated these pro~isions in very general' terms; 
for in the nature of the case it is difficult· to be _mpre precise, 
par1icnhl1'1y as regards provi~ion ·(b).' }fuch w:ould· depend. 
on tho manner in which such a power· was exercised.·: · It 
""·ould he a 110gation of the whole object of the constitq.tional 
arrnngement which we are considering if interference 'Was. · : 
carried to the point of destroying the minister's responsi~ 

· Lility. There might, ·however, be occasions :of finruicial 
danger, short of an actual default, when a power to·holcl 11j) 
1·ather than to veto inadvisable act~on might be of value tmd ' 
give the popular representatives a chance. to reconsider· tlH~ ·· · 
position and follow wiser counsels. It is. probable that, if · · 
and when this st~ge was reached, the. Governor General: might .. 
11sefully be assisted by a financial adviser. -An adviser, if .he 
had the right personality and experience, might petfotn1 all 
important role and establish relations with the finance. mhJis:. 
ter which would be of assistance to the latter. Subject to tl10 · 
safeguards which we have indicated above, we should sup­
pose that at this stage the finance minister would have becoml} 
reBpomdble to the legislature, and that the supervision, direc:.. 
tion and control WQnld have passed to the Governor Gen~ral~ 
acting on behalf of His :Majesty's Government 'under the 
superintendence of the Secretary of State.· '\Ve sh.ould fux~ 
ther suppose that by that time the advisory cori:rmittee of·tb'o 
!Jondon branch of the reserve bank would have been cbnstiJ 
tuted. This committee would be avail~le to give' ad•iice 
either to the finance minister or to the Governor General 'Vitli 
his financial adviser. The future evolution· of these arra1ige~ 
ments would necessarily have to depend .. on practic-al exJ 
pcrience. "\Ve should, on the assumption that all went \vell~ . 
look forward to a gradual development through_ decreasing use 
of the special powers. of the (tovernor Gener&].. 
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181. Relations with the Secretary of. State.~oncurrcnt-
. ly witll the action which we have described in paragt·aph 179 

by way of preparation for the later transfer of finandnl 
responsibility, we recommend some modification in th~ rela­
tions· between the Government of India and the Secretary of 
State. · In a subsequent portion of this despatch we shall con­
sider ·the general constitutional aspect of this question, 
and it is sufficient to say here that in our view tho Secretary. 
of State should in future exercise only a power of superin-
. tendence, direction and control, remaining the first executive 
authoritv in such matters only as _might be definitely removed 
from the exercise of the authority of the Governm£mt of 
India. It is first necessary to ask whether there are any such 
matters in the field of finance. 

' 

'· (a) Sterlin,g bon·o'l.c:iniJ.-,Ve take fi~st the question o.f 
sterling borrowing. In the report• ·of the Indian Statutory 

. Commission reference is made to a suggestion that tho lligh 
-~Commissioner, instead of the Secretary of State in Council, 

should u:ndertake the task of floating sterling loans for Gov­
ernments in India, and should be assisted in its performance 
by. a small committee' of · experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in lndia rests, in practice, with the Government of 
India.: Tl1is s.tatement does not accurately represent the 
.facts. The. amount of loans raised in India, and the tenns 
on which they are raised, are subject to the approval of the 
Secretary of State; while the Secretary of State's control in 
currency affairs is not by any means confined to broad ques­
tions of policy. !Ioreover, the Secretary of State manages 

'~such matters as the ways and means operations in IJondon, 
the investments of the.Home treasury balances, and the sale 

, and purchase of silver. · 

"\Vhen the reserve bank scheme was under discussion 
in 1927, it was contemplated that the bank should undertake 
all the remittance operations of the Government of India, 
and would supply the Secretary of State with sterling funds 
against corresponding debits in rupees in India. If the same 
line is followed when a reserve bank is created, · IJractic.ally 
all tho control of the Secretary of. State over· 
the details of the currency and ways and means operations 
will automatically cease, and it might then be desirable to 
relieve him of the-function of floating loans for the Govern ... 
m.ent of India. The reserve bank manager in London mi n·ht 
have an . advisory committee to assist hlm, and the High 

• Volume. II, para. 31L 
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Commissioner in consultation with· the manager of ·the re­
serve bank and his advisory committee, could suitably under~ -
take the management of the Government of India's ste1·ling 
borrowings. . But until the res~rve bank. is cr-eated we con~ 
sider that, from the administrative point of view, it. would 
only make for inconvenience and delay to transfer these\func~ 
tions to the High Comn1issioner, and there would in.addition 
be the possibility of difference of opinion and frictio.n between 
the advisers of the High C.ommissioner and the Secretary of 
State, who would still retain his powers of superintendence,· 
direction and control. · · · 

Our view, therefore, is that the, question of transfe.rrh:.g 
the function of borrowing in London from the Secretary of 
State to ihe High Commissioner should in anr. case be ·post .. 
poned until a reserve bank is created. ~Ioreover, and . tlJis 
is a governing consideration, the effect of.such· a· transfer, of 
the borrowing function on the standing ~f Indian ·Joahs. in 
I~ondon would need to be carefully considered. 1Ia.i1y teehni~ 
cal· points of substantial importance, such as the effect on ther- · 
position of the Government of India . sterling securities as 
'• trustee securities '', require careful examination when· any 

· change is considered, and on them' . w~ shall address you 
separately. For the present 'the· function of borro\ving. in 

. London, or more correctly outside India, together with tl1e 
control of ways and means operations in London~ and' the 
investment of the Home treasury balances, can wen·. remain 
in their present form with the Se~retary of State: · ·;·' ·:. ·· ·; 

· The control over the gold standard · r~serve i i$. ~l~~ther · 
matter which may be held to fall within the same category; 
though here again the creation of a reserve bank and .the· 
amalgamation of the reserves would alter .the situation.· The ·, 
reeommendations made in this sub-paragraph are·iniei1ded to 

·he read in the light of the general observations made in sub~ 
paragraph (e). · · · . . ·· · '· : · . · 

(b) deneral financial administ'ratio1~.-We ·~ould suggest 
that in all other matters the powers ·of the Secrebiry of State 
slwuld be those of . superintendence, direction and control. 
The control of the Secreta~y of State over finance is at 'pre­
sent of two kinds. The general control,.which has as its object 
the maintenance of fhiancial stability and the observance .of. 
canons of sound finance, cannot be. defined by ;rule, and· iri~ 
eludes gene raJ control over such matters . as· the budget and 
taxation, currency~ exchange, remittance's and borrowing~ . In 
this latter sphere we contemplate that the control will more 
and mor.e be confined .to broad questions of policy, and that · 
interference in details of administration will be avoided. 
More exact definition is har~ly possible, but: we .r~COilll!lQD.d · 
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in & later portion of this despatch that the Secretary of State's 
- cvntrolling power should be specified in· the same terms in 

which Parliament may see fit to define the purpos•es which it 
must continue to be..concerned to secure in India. 

(c) Other matters for control.-There are other matters 
in which control can be defined by rule, as at present in the 
central' audit resolution. Here the Secretary of Stat~ will 
require to retain such control as is necessary to safeguard 
'his responsibility for members of the services appointed by 

·him, and 1·ule 1 of the appendix to the' ce.ntral audit resolu-
. tion will hi substance have to be retained. Rules 2 and 3 which 

impose restrictions upon the Government of India's powers 
1·o create permanent and temporary posts hav~ already Lc£:n 
greatly. relaxed by nlle 10 of the new Classification Rules, 
but these restrictions might now, in our opinion, dis .. 
appear. SimilarlY. the grant. of u~usual pensious (rule 4) 
should· be left to the discretion of the -Government of India. 
Rules 5 to 7 deai with expenditure on military work:; and 
stores. '\Ve ·doubt whether these special restrictions by rule 
are necessary in addition to the general power of superin .. 
tendence, direction and control. Rule 8 (a) and (b) deals 
with minor matters which' might be left to the Government 
of India. Rule 8 (c) deals with the Governor General's 
amenities, staff, household ·and contract allowances, etc. 
There rnay be some advantage in reserving the control in 
·these Jnst mentioned matters for an outside authority; but 
·apart from this possible exception and the retention of rule 1 
n~Iating to the services, all the restrictions in the central audit 
resolution might be removed. . ; 

·. · (d) Secretary of State's Oouncil.-We deal elsewhere 
with the constitutional position of the Secretary of State's 
Council and will merely add here that we regard it as -im­
portant, not that there should be financial control by the· 
Council-indeed we are recommending the abolition of the 
financial ve_t() by the Council-but. that the Secretary of 
State should have at his disposal the b~st financial advice 
available ir1 the City. This is a subject which requires 
furtllCr· discussion, but '\ve need say no more for our present 
pnr}:lose.. , 

· (e') General spirit of relations with the Secretary o/ 
State.-W e may perhaps with advantage sum up our views 
as· to what henceforth should become the relations between 
the Secretary of State and the Government of India in finan~ 

-.Cial 1.-'"latters. 
· We consider "that, whatever the ililrilediate constitutional 

-changes may: be, a stage· has been reached. now when the 
· inain direction of fin!lncia~ policy must defiriitely be regarded 
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as resting with the Goveruinent of India·, and fhat "the fun~ 
tion of the Secretary of State should be .regarded as that 
of giving counsel and support in financial matters to the. Gov~ 
ernn:i.ent of India rather than that of exercising detaHecl con­
trol. · Inrlian opinion is very closely interested in the conduct 
of Indian financial affairs in London, and particularly in the -
sterling borrowing policy together with the methods of float.;. . 
ing loans._ Subject always to the observance of princhJles ·of 
sound finance, it is desirable that the financial policy should 'be · 
conducted in a_ spirit responsive to Indian opinion,· and we 
E:hould go so far as to recommend this; even if on occasion 
St'me slight s~crifice may have to be incurred. No system 
can work successfully if Indian opinion is strongly opposc!l 
to the policy of Government, and comparatively minor matters , 
often lead to a disproportionate amount _of political hostility: ; 
'vhile the cumulative effect of a n:umber of min'or irritants· 

.may sometimes provoke political opposition, of real,.. imp01't;.. 
a nee. If the Secretary of State. can support India's credit 
in London, can make available to the Government of .. Jndia 
the best advice from the city of London, can from his records 
supply an element of continuity and knowledge of past history 
as an aid in assessing the problems .of to-day, and can; by 
('ounsel given in a detached atmosphere, ·supply at times ·a: 
balance to views perhaps unduly influenced by local· factors; 
then his C{)-operation can be of the ·greatest possible value to 
India, and the relation thus interpreted might even with ad:-" .. 
vantage continue when the finance· portfolio came· to be 
actually held by a minister responsible to the ~Indian legisla..:r 
ture. But the success of such a relation· depentla ori the. · 
realization of its limitations, and any attempt to· control the. 
details of India's :finnncia 1 policy from London must b•J re~: . 
garded as an anachronism. ·· - · 

COMMERCE. 
182. The demand for liberty to control economic policy~_:_; 

For a number of years past there has been an· insistent · 
dt:mand from Indians of all shades of political thought lhat' 
the rconomic policy of the country should be ~haped on~ 
n::.tional lines, that in particular industrial dl}velopment· . 
f'hould be actively pursued, and that the control sl1quld be' 
placed in Indian hands. :mven under t:te p.resenf constitu-~ 
tion an attempt ha~ been made to meet this.deman4 by mean_~-~ 
of the fiscal auto_nomy convention, according to whi~h the 
t::uperintendence, direction and control of· .the Secretiuy. o( 
f?tate are held in suspense, when the Goverm:pen~ of. In~i~, 
and the legislature are in agreement on . any. qneshon _ of 
fiscal policy. If the attempt is to be mad~ to give to India.J?-3 
u larger share in moulding the policy of the central Gov-. 
ernment, there can be no _question that in the economic 
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sphere the demand for a further advance is keen, und 
unless iu this region some transfer of power proves feasible, 
it" will not be possible to satisfy Indian aspirations. The 

- question to what extent ·power can be transferred, therefon~, 
is of great iSi~nificance and must be fully considered.- 'Ve 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real diffi­
culties to he overcome which cannot be ignored or brw;heJ_ 
asjde. 1Iost of the subjects which require mention are und~r 
the administration of the Commerce Department, but we shall 
refer also to cognate subjects, which are at present controlled 
by other departments of Government. 

183. The customs tari.:ff.-The most powerful instru·ment 
which a Govel'nmf>nt desirous of pursuing an active progrannno 
of industrial dcvP]opment can employ is the customs tariff. 
But the tariff has a dual aspect, for while tariff policy exer­
cises a decisive influence on the economic and industrial life 
of the country, tho Government of India must look to the 
tariff as the princi•pal source of their revenues. Revenue 
considerations, therefore, must play a large part in shaping 
tariff-_ policy. Again, tariff policy may have international 
reactions, or may raise questions between India and other 
parts· of the Empire, and Parliame11t must necessarily retain 
control in the sphere of external relations. For tl1e pre­
sent, therefore, two limitations on India's complete control 
of the tariff are ine\itable. Of these, the financial limita­
tion is inl_lerent in the facts, and a finance minister respon­
sible to the Indian legislature, no less than an official finance 
member, would necessarily regard the tariff from a point 

' of- view by no means identical with that of the member or 
ndniste1· in c:Q.arge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenur. 
But even. during the period within which, for the reasons 
adduced in paragraph 178, the confrol of the Finance De­
partment might remain in official hands, the financial con­
siderations - need not prevent substantial progress in the 
direction ':Vhich Indian opinion favours. The second limita­
tion is not likely to involve constant .interference, but is con­
sistent. with the grant of considerable latitude to the Govern­
ment of India and its representatives, when commercial 
negotiations have to be undertaken either with foreign coun­
tries or with otlier parts of the British Commonwealth. So 
far as Grea1 Britain itself is concerned, control might reason­
ably be exercised to secure for British goods most favoured 
nation tariff- treafment, but it would be for the Indian Gov­
ernment an~ legislature of the future to decide all questions 
of preferential rates of duty. Other countries within the 
~rnpire do not necessarily extend most favoured nation treat~­
ment to Indian goods, and subject onlJ: to·_ the gc11:eral ~uper-, 
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vision of the Secretary of State, the authoritie; in In~~ 
should be free to deal with eaeh case as it arose. Apart froni 
the two limitations we have lllentioned in the spheres of 
finance and external relations, we contemplate that t~ere 
should be no outside interference with India's management 
of her customs tariff, and we believe that. a'wide·<field. will 
be opened up \dtbiu which Indian members of the Govern~ 
ment will be able to give effect to India's desires.: ·.'- , 

184. Discrimination against British business.-· We have 
referred in an earlier paragraph to the necessity of, devising 
effective guarantees, which would secure·· British·· finns · 
aud compani£~8 doing business in India ··against . · 'un.J 
fair discrimination. The apprehensions; , felt -'· by·; th~ 
British business community arise chiefly ·in conneq~ . 
tiou with the laws relating to joint stock· companies · 
generally, and to insurance and banking companies .in:parti~' · 
cular, the laws relating to merchant shipping' and inland :payi..S 
gation, the.policr which might be pursued in the ·deve~<;>P~~nt 
of industries by means of bounties or direct State assi~t..: · 
ance of other kinds, the position of pp.blic utility companies, 
such as railways, tramways and electric supply companies . 
operating under licence or under contract with the Secretary · 
of State, and of the holders of mining leases. granted, by . 
Government, and th£' security of those engaged m· profes~. 
sions and callings for which special· qualifications are re .... -
quired, such as those of doctord, chartered accountants and. 
lawyers. The field covered iS a wine one, and includes many. · 
subjects of first class importance to India's economic future~ .. 
'Ve believe that if once agreement could be reached,as to t~e; 
position of British ente~rise in India, and if by'" fu.at means. 
the apprehensions of the European business community could. 
be removed, there is no reason why. the control of policy, 
&hould not pass into Indian hands, and in that ease the ocra.:. 
3ions for interferenc-e by the representatives of Parliament 
would be very infrequent. The problem is to devise means 
by which India's reasonable aspirations can be satisfied with­
out injustice to those British trading interests . which have, 
contributed much to India's past history, and. which, we. 
believe, have a valuable part to play in India's future~ .. The 
question is both important .. and difficult, for while we cannot 
hut sympathize ~th the _earnes~ desire of F.ndians to see th~ir; 
countrymen takmg an 1ncreasmg share 'in the commermal 
and industrial life of the country, we must also take account 
of the anxiety with which European businPss men regard. the .. 
future after the transfer of- power has taken place, and in so. 
far as this anxiety may seem to be well founded, we are con­
ceruPd to· provide- safPguards against injustice .. We could 
not in the space at· our disposal attempt to discuss in any, 
great detail the various subjects which would require consi-
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9,e!'8tion before any settlement could be reached, nor indeed 
1s ,Jt necessary to do so for our present purpose. But it may 
be useful if under the various heads we attempt to indicate 
the appreh:ensions 'vhich are felt and the reasons underlying 
them. -. ' 

: · • 185. Qualifications for the practice of certain callings.­
Some of the subjects to which w~ have referred can be dis­
missed briefly. The qualifications required for the practice 
of certain professions or callings may be 1nentioned first. 
A chartere~ accountant, for example, may be qualified under 
t_h~ existing law to practise his profession in India in virtue 
of. the British qualification which he possesses. It should 
certainly be .open to the legislature to prescribe what quali­
fi~tions would .be necessary for the future, and to require 
tnat these qualifications should be the same for_ all candi­
dates of any nationality, but apprehensions are undoubtedly 
felt . that the legislation might take a form, which would 
deprive those qualified under the existing law of the 'Privileges 
which they enjoy. W ~ do not think that on this point there 
will be_ any serious controversy, but legislation of the kind 
apprehended would obviously be unjust. . 

'· . 186. Public utility undertakings.-N ext in order it may 
be- convenient to take public utility undertaldngs, operating 
under licerices from 'Government or under contracts with the 
·secretary of State, and the companies or firms holding mining 
leases from Government. Ordinarily both the licences and 
the ·contracts give _ an option to Government to decide, at 
fixed periods, whether the concession should be terminated, 
and lay dowp the terms upon which, if the option is exercised, 
the property of the company must be acquired. Similarly, 
mining leases are granted for fixed periods, at the end of 

_which they tenninate, if not renewed. Save in so far as 
:financial' considerations may have an important bearing on 
the decision whether to terminate a concession or not, we· 
see no reason for the exercise of any special powers of control 

· by the agents of Parliament, when the termination of a con- , 
cession at the a'ppointed date is in question. _But apprehen­
sions are in fact felt'by the non-Indian companies, who have 
received . these concession._q, that either the powers (_other 
than the power of termination) reserved to Government under 
the licence or contract may be exercised to their detriment, 
or that by legislation a concession may be terminated b~fore 
its due date, or alternatively that the terms of a concession 
mav .be modified (1uring its currency to the detriment or the 
company. we entertain no doubt that power should be· re­
se:rVed to .secure just and equitable treatment in this respect 
for fitms · and. companies concerned, if the occasion for its . 
exercise should ever:. arise. 
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lSi .. Ordinary British commercial undertakings . ..;:Tlio 
eases considered in the last two paragraphs are compara­
tively simple. 'Vhen, however, we turn to consider the posi· 
tion of the British companies which enter into com~titive 
business in India, competing on equal terms with Indian en­
tet·prise, the case is different and. requires fuller conside:ra-. 
tion. Such companies may be engaged in general trade, or 
industrial production, or may undertake more specialized 
hnsiness such as banking or insurance.. So far as. the. com­
panies engaged in industrial production are concerned, ap~ 
prehension has been aroused by the frequently expressed 
demand for direct Iudianization, to, be secured by. the im-' 
position of conditious as to the number of Indian directors, 
and the facilities to be afforded for the trainrng. of .Indian 
apprentices, or, in the case of new companies, by. r·equiring-­
that a proportion of the shares, sufficient jo establish .Indian: 
eontrol, should be definitely reserved to Indian investors_:·· 
Sometimes it has been suggested that these conditions should 
be enforced only when the company is engaged in a protected 
industry, or when it is in.receipt of bounties (or othe~. direct 
Hssistance) granted by the State in order. to encourage the 
development of industries, and son;tetimes that they should. 
be imposed upon all companies as a condition of engaging · 
in a particular manufacture -ur trade. -The proposals made·' .. 
ns regards insurance and banking·companies have been some-- · 
what different. Direct Indianization has not been much in · 
evidence, and the line taken has been to· adv:ocate ·schemes· 

. under which non-Indian companies would be· allowed ta · 
operate in India only under licence, -or subject· to. special · 
restriction and conditions. Some of the proposals made: may 
he regarded as fair subjects for discussion on. their. ·merit~ · 
provided that all companies, whether Indian or .non-Indian, 
are to be treated alike, but some advocates of proposals of this 
kind haYe not attempted to conceal the fact' that- one of the 
objects, which they had in view, w;:ts to promote the growth 
of Indian companies at the ex'pense of British companies,-and 
for this purpose to impo~e restrictions on. non-Indian· oom­
·panies, which would not oe applicable to Indian companies: 
Other examples might be given, but· we shall, mention only 
twn. In Bengal there have been many expressions .of feeling 
a~ainst the British com.panies which opera~ the inland steam­
~bip services. We are not concerned here with the merits of 
the complaints made, but fhe attitude of those who have been 
prominent in the agitation makes it clear that their ultimate 
objective is t.he transfer of the inland steamship services t.o 
T ndian hands. and that~ in their view, the powers of Govern.:. 
ment and of the lecislature ought to be freely used to achieve 

. that result. Finally, we may refer in a sentep.ce .to the agita­
tion on the subject of -the reservation of the Indian coastal 



._ traffic. to vessels own~ and managed -by Indians. The object 
sought to . be attained is the development of an Indian 
mercantile marine, but the method 'proposed to be adopted is 
the exclusion from the trade of all non-Indian companies . 

... '. - ,. . - ~ I 

, · 188. Indian feeling that existence of British enterprises 
blocks a~ vance.-We have said enough perhaps to nmke it . 
. clear that the apprehensions· of the European business com­
munity are· not without substantial foundation., During the 

· Iast·ten years, in one branch of commerce and industry after 
another, the evidence has been unmistakable that important 
sections of Indian opinion desire to secure the rapid develop­
ment of Indian enterprises, at the expense of what British 

.. firms have. laboriously built up over a long series of years. 
:There is_ nothing surprising in the fact that national 
consciousness should thus have found expression. Inaians 

· wP,o · ·desire to_ · see the growth of Indian banking, Indian 
· insurance,: Indian merchant ·shipping, or Indian industries 

find tl1erns·elves faced by the long-established British cou­
.cer.ns whoso experience and .accumulated resources render 
them formidable competitors. In these circumstances, it w.ay 
-seem .to them that the ground is already occupied and that 

. there can be no -room for the growth of Indian commerce and 
industry. until the British firms which are already. in the 
:field can be cleared out _of the way. But, however natural 
such feelings may be, they might lead, if. allowed free scope, 

· to ·serious injustice, and partly, as a consequence or this 
_and partly . for other reasons they· are fraught with grave 
danger to the .. political and economic future of India. We· 
1e.el real __ apprehension as to the consequences which may 
ensue, if .the present attitude of mutual suspicion and embit­
tetment is. allowed to· continue and to grow worse. Fur 1his 
reason we 1·egard it as of high importance that the attempt 
should be Inade now to arrive at a settlement which both 
part~cs ean honou1·ably accept. So ·long as the power to 
direct .policy in the economic sphere rests with thn agents 
·of ·Par1iament, it will be impossible, we fear, to combat the 
1'\nspiciou~ l10wever unjust, .that th~ interests of British trade 
weigh more with the Gove)."nment than the interests of Indin. 
In itself we regard this as a cogent reason why commercial 
subjncts should in future be administered in accordance ·\\ith 

.. the yiews of ihe legislature. But equally, if the transir~r ·of. 
power were to take place before. means had been- found to 

·allay the Yi!asonable misgivings of British business men. the 
consequences must be grave. In the last resort no .. doubt 
overriding powers would hav~ t1> be reserved to thfJ agents 
of .Par1iam(~nt to interfere in order to prevent injustice and 
to. secu1·e fair treatment. But if, as we fear in default· ·of 

,agreemPut might lJe th~ _c·a~P, oecasious for interference were 
. . 



frequent, the friction ·generated would be intense and ·the 
harmonious working of the administration seriously preju-' 
diced. · · .. . 

189. Necessity of doing justice to both British and Indi.-m 
points of view.-If agreement is ever to be ·· reached, . full 
justice must be done both. to the British and the Indian 
points of ,·iew. The differences which have disclosed them­
selves relate nof to aims but to methods. · We do not believe 
that the British community in India have any lack of sym­
path~r for Indian ambitions, or any desire to retard the dev~7 
lopmt'!nt of Indian industry and commerce. . But what bas 
aroused their fears is the tendency displayed in ... certain 

·quarters to advocate measures designed to secnre the· rapid 
development of Indian enterpris~ at the expense of the 
British concen1s already established in ·the ·country. ·Pro­
pt~sals such as we have described in paragraph 187 cannot 
hut convey the impres~ion to the British business community 
that, if commercial policy came to be administered in respon­
sibility to the Indian legislature, they would have no security 
of equal treatment, that they would be left to carry on their 
business only on sufferance, and that indeed they might ex.:. 
pcct to be treated in all respects as foreigners. · Suck . a. 
fJOsitio~ iher may well feel, apart from· any question of ·jus-, 
tice, is t•onsistent neither with the part which the comi:nunity 
has played in the development of the country, nor with the 
intimate relations which must continue to exist .between · 
Oreat Britain and India. But if once they could be assured 
that an Indian Government would treat them. not as aliens 
but a~ citizens, we do not doubt that they would play ~ 
worthy part in the commercial life of the country, and that as ... 
time went on their co-operation in furthering the attainment 
of the objects which India desires would be forthcoming .in 
increasing measure. . . , 

From the Indian side, the obje~tion may be· rai~ea 
that, if the intm·ests of British concerns are to be fully safe­
guarded, no room is left for the development of llldian cc•m­
ml•rce and industry. "\Vhere feelings of this sort.. aro in fact 
entertained, we think they are largely due to a misconception. 
For ono thing they do much less than justice· to the develop­
mPnts which have already taken place particularly~.to give only 
one instance, in the cotton mill indus\ry. Again, if tl1e control 
or the tariff is placed in the hands of the Indian legislature, 
it '\\ill l~outrol the most powerful instrument which can be 
used to promotp industrial development. With certail_!. ex­
ceptions, the principal British firms established in the country 
are for tla• most part engaged in enterprises, such as the 
jute mills and tlw tea gardens, which are .not likely to com~ 
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"'ithin .the scope of any .Protective policy, arid Indian .corii­
panie!l could hope to start unhandicapped by the competi­
tion of established British concerns. Another point to' be 
-;emembet·ed is that enterprises, at present. British, may in 
the ordimuy course of events and owing to natural causes 
piu£s into Indian hands, as has already happened op_ more 
than one occasion. Apart from· actual transfers of owner- ~ 
ship,· we· do not doubt that· British undertakings will in 
futuro find it to their advantage to go a long way in ihe direc­
tion of Jndianizatiou, by providing .facilitie.s for the training 
of Indiaus, by enlisting the support of Indian capital to the 
largest· extent practicable, and by the appointment of Tndiau 
directors to companies registered in India, or by the appoint-. 
nient of' local boards ·containing Indians, if the company is 
r~gistered outside India. ~Ia.ny British firms, both in India 
and in ~~ther countries, have adopted this policy in t110 pa~t, 
bitf·they would no· doubt feel that there is a wide difference 
behveen h ·process which comes about through natural causes 
a~t.d one which is artificially and arbitrarily imposed by gov­
errlmcntal action. Finally, there Are methods by which Jndiati 
aspir~tious could be satisfied without inflicting injustice. 
Thn~,.for ·nxample, when it is proposed that direct State 
assjbtance. 8hould be given for tl1e encouragement of indus-

.... ti-~es, it would he pe1·fectly open to the Government to stt.ach 
eontlitions as to Indianization, in the case of all firms who 
may apply for Hssistance but were not already engaged in the 
business at the time the scheme of assi.stance 'vas sanctioned. 
Tl1is was tht- reeommendation in 1925 of the Exten1al Capital 
Committee, of 1vhich two Members of the Government of 
India were members, and both before and after the submis-

, sicJ:il of the Committee's report, action in this sense has l•eeu 
hiken as, for example, in the Steel Iudus_try· (Protection., 
Act of 1924. No one, we think, couldfairly claim that the dis­
cretion of the legislature should be fettered, except to the 
~xtent n~cessary to secure justice to those firms which had 
already es1:al;1iAhed themselves in the country. As .n tiunl 
example of what is in our minds, we may refer again to the · 
inland sfe~mship companies. It might be considered desirable 
on . public grounds that the inland steamship se;rvicea should 
be hrongl11. under public control as part of the ~enriral 
transport f!ystem of the country, and administered in clos'e 
·.eonnection with the·railways. In such an event, all tltat the 
existing ·companies· could fairly claim would be that they 
should not without compensation be deprived of their exist­
ing right 'o operate their services and that the compensa­
tion to be paid should be determined by an indf!pendent 
·tribuna]. -
. . . 1~0. Desirability of agreement.-,Ve have attempted by 
illustration to indicate the lines on which British nnd Indian 
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op_in_ion might be brought togeth~r, but it is not~ possible. at·: 
this stage to go further. In our VIew, the. matter IS one wluch; 
requires full and frank discussion between those principally_; 
conc~med. and we have no doubt it will receive close atten-·, 
tion. at the Round Table Conference. · There are of, .course: 
many points which would require consideration . in d('~il," 
and it may not be possible for the Conf~ence. to examine 
them fully, but if the prospects of agreement seemed g•:od, 
they might suitably form the. subject of further·. discussion 
either· in India or in England. The essential pre-requ~it~. 
of a satisfactory agreement· seems to us to be the frank·re~. 
cognition on either side of what .the 'other can reasonably· 
claim. · The British business community has played fin ini~ · 
portant part in the history of the country, it controls cmmner:::': 
cial enterprises of the greatest magnitude, its elected repre.:' 
S{·ntatives ~it, and will no doubt continue to sit, in· ~he legisla~· · 
ture.s, it can still make valuable contributioos fo the w:elfare· and;· 
prosperity of India, and its members may rightly expect 'that· 
they ~hould not be treated as foreigners::- 'Ve have ·already· 
referred to the intimate connection which· must ~ontinne to­
exist between Great Britain and India,· and .it seems· to< ils'' 
to fo~low that, subject alway~ to India's right to recei~~·_reci .. ·. 
procal treatment, citizens of any part of the Empire ·.s_holJ].d.~ 
be allowed to- enter India ireely, to engage freely· ill ·aJ'iY.. 
trade, business, profession or calling, and when~ establishcq~ • 
in Indiu, to receive just treatment. From· lndia 's side it 
may well be urged that she s;honld be free ·to develop ~er ow:n· 
industry and commerce by any means which. do· not i:rifli~t ~ 
injustice on any section of the community, :and do 'n9t~ 

·involve the exclusion of British. citizens from partici~~ 
pation in India'~ future development. A fm:~ther claim might', 
also be put forward on her behalf. _There are enterprises.: 
which Indians regard as national, and which· at present ,.a::re . 

. mainly or whoJly in Bt-itish hands. It would be idle to exp.ec~; 
that they would be content for an indefinite period to remait~· 
·without their appropriate share in the conduct of these enter·<. 
prises,_and if the methods at first proposed.in ord~r to·satis._' 
fy Inch.an hopps must be nlled out because they mvolve in­
justice, or ur(~ inconsistent with . the position which Great' 
Britain lwlds in India, Indians may fairly ask that the Rriti~h·· 
business community should co-operate • in :fuiding :· othei· • 
methods to bring a~out the desired result. . . · · · · · :, ·;! 

.The possibility of reaching au \ hgreement on ·· these 
diffi('ult rna tters depends largely upon the spirit in whiclf 
th~y are npproached. Notwithstanding t~e ·· unfortnJiate· 
history of the last few months, we believe that there- iCJ snffi-: 
dent goodwill on both sides to overcome the difficulties if 
they:,are frankly faced. The importance of reaching a~pcr.:: 
D.1_8.J)~nt ~~tJ}ement of the question can hardly be·, exaggerated ... 
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~~o~e perhaps than any other single factor, it would help 
to create harmonious relations between Great Britain and 
India, on the strength of which we could look forward with 
confidence to a future in which Indian and British enterprises 
could wm·k together on terms of m1;1tual advantage and 
respect. 

UAIL"\VAYS. 

. 191. Adiirlnistration of the Railway Department.-'rhe 
commercial and industrial prosperity of any country is 

. lat·gely dependent on the efficiency· of its transport system, 
ancl p1U"ticularly of its railways. In 'India the distances 
are so gre.at that low freights are essential to the growth of 
industries, as wellas to the welfare of the agriculturist, while 
at the ·same time the railways are by far the largest pur­
chasers of .manufactured articles in the country, and the rail­
way demand is a vital factor in the prosperity vf the engi­
neering industry. In these circumstances it is natural that 

. those who desire freedom to develop Indian industry and 
commerce on national lines, should also put forward an in­
sistent demand in regard to the railways. , In our view the 
demand is. one which should be met as far as possible, and we 
think .that if in the future the control of commercial and in-

- dustrial policy is to- rest with the Indian legislature, the 
general direction . of railway policy should be placed 
in the same hands. It becomes necessary therefore to • 
considet· both the limitations which, for the present, Parlia­
ment might think fit to retain in order to safeguard those mat-· 
ters -in which it is interested, and also the conditions under· 
which the control of policy could safely be transfen·ed. The 
latter Jloint is one to which we attach great importance, for 
while in all countries railway policy is a matter for Govern­
m~nt and the legislature to decide, it by no means follows that 
the commercial numagement of railways can be wisely or 
safely . ~xercised hy those whom the legislature directly 

. controls. · 
·192. Purposes· for· which Parliament must retain 

control.-The purposes in which Parliament must, we think, 
<'Ontinue to be interested so far as the railways are concerne<.l 
full under the heads of Defence, Finance, the Services, a1td the 
AnglQ-Indian con;ununi ty. · 

JJefencf.-Those who are responsible for the defence 
and internal security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a crisis. 
It: is not C~nly ~he strategic lines on the frontier which are 
in question, hut also the main trunk lines throughout India,. 
a~d the miJitary authorities are entitled to as~urance8 both 
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as to the adequacy of the. equipment of the lines and, of theit' · 
standard of maintenance, and as to the efficiency· of the traffic ' 
nrran~ments. . · ·. . . • . ) t. • · • ·• · . . . . . ~ ·, 

Pinance.-Under the head Finance,· account· must· be~ 
taken of the enormous capital sums (largely. raised in Gre~t ~ , 
Britain) which have been invested in the ,railways. :;It: is 
true that the security on which the· loans were raised was 1'10t.• 
the railway revenues .alone, but the whole of the ·'revenues: 
of the Government of India. If, however, the railways· ~ere·, 
1w.able to earn their- interest charges, it is much to be feared; 
that the burden would be too heavy for the Governinenf'of· 
India to meet, and the solvency of the railways is therefore. · 
an interest which Parliament is bound to safegilard. '~ Tht•re; ·· 
is another point at which the connection between the rail ways · 
and the Finance Department is close and intimate,' for 'tho' 
raising of capital for railway development must both react,' 
aml be dependent, on the ganeral credit of the Government-fir· · 
India und its financial circumstances from time·to time;· WbeJ ;· 
ther the. connection could be rendered less direct and 'im'.' 
mediate by proceeding further with the separation of railway·· 
finance • is a question which should be explored~: but 'under,·· 
existing conditions the Finance Department is most intinuitely': ·: 
concerned in ma:ay questions of railway policy.· · .. ., · ;, · · . ' 

Services.-Under the head_. SerVices, several p~ints:'·: ~e:~: 
quire notice. . In the railway services, as in others,. the exist-: ... 
ing anq accruing rights of officers appointed.by_ the Secr~tar,y_~· 
of State must . be safeguarded, ·and it will_'be· inipor,tant ;, , 
al~o to ensure that a large number of ·the semor officers, dq .. 
not quit the service prematurely. Indianization is now going.· 
forward rapidly, the rate of Indian recruitment for· .the. r 
superior s~rvices being 75 per cent., and we have- no desh·e ~ 
to retard the process ; but the possibility of efficient·. ad-:-,~ 
mii~istration depends on the retention of. the ,exis;ting senior· 
officers until Indians are in a position to . replace ·_'them.-. 
Finally, questions may arise as to the percentage of European: 
rccruihnent, which for the future may be deemed necessary , 
on military grounds. - _ · , · . ' : , . , . :. 

The Anglo-Indian community.-The ·Anglo-Indian coni~·: 
munity has in the past rendered very important services to·~ 
the railways and still holds ~ large number of posts in parti~ .­
cu]ar ln·anches of railway work. The r~onomic life of the . 
community is indeed to a large extent dependent on the oppor:­
tunities of C:mpluyment which the railways offer, and its mein- · 
b(~rs .arc gravely apprehensive of what may occur; if· and 
when any change takes place in the present system· ~f , 
administration and control. In view of the history of the 
community; a special obligatiol)., we tlhink, rests upon Parlia- , 
ment, before relaxing its own control, to ensure; as ·far; as 



may.· be. practicable, that the interests of the Anglo-Indian 
coronuurity are protected. · 

. . 19~. N ~cessity o! separating • co~ercial mana~tment 
from direction of policy.-Before explarmng how we think the· 
ptirposcs of "P,arliament may best be safeguarded, we mul)t 
turn to the question to which we made brief allusion at the end 
of paragraph 191. The experience of m:any ~ountries has 
shown the disadvantage of subjecting _the administration of 
State-owned railways to the close and detailed scrutiny of a 
popular legislature, which concerns itself not only with broad 

.. questions of policy but also with administrative practice in all 
its ramifications. Under the present constitution, the legisla­
ture can exert considerable influence· on the railway adminis­
tration, and the dangers to be apprehended are already becom­
ing evident. • 'V e can ·find no reason for thinking that the 
difficulties in India would be less than they have been found 

· ·elsewhere, . and we have ito doubt that a continuance of · 
the present· system; under which the railways are directly 
adnriuistered by a branch of the executive Government, would, 

·as ·soon att the legislature was in a position to assert its autho-
rity,. develop tendencies leading directly to inefficiency and 

··ultimately endangering the financial results of railway work­
. ing. The mem her of an official Government ·not responsible 
to the legislature is in a position to resist these tendencies 
when. they threaten to work serious harm, but when a member 
m; minister must work in harmony with the legislature, if he 
is to 1~etain his position, the pressure may become irresistible. 

· It .seems to us. clear that there can be no material change in 
the .control of railway policy in railway matters, until a 
system of administration has been set up which, while leaving 
to Government and the legislature the cantrol of broad qucs­
. tions of policy; would locate the commercial management else­
where. 

A change in the system of administration seems to us 
necessary for another reason. The solvency of the Indian 
1·ailway system and its efficient working are matters in which_ 
Parliament is interested both on financial and military 

. grounds, but it does not seem to us practicable· to secure these 
Interests· by' attempting to control the day- to day administra­
tion of the department. If an elected member of the Govern­
ment replaced the present official member and became respon­
sible for the commercial management of the railways as well 
as for the direction of policy, he might often be led, nnder 
pressure from the legislature, to initiate action which the 
agents of Parliament felt to be dangerous both to solvency and 
efficiency •. They··would then be faced by the choice between 
two alternatives. o" On the one hand frequent interference 
would be most ·prejudicial to the smooth working of the 

; administration~. while on the other continued acquiescence ... ~ 
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would tend to render nugatory the powers which. Parliament 
desired to retain.. In these circumstances, we are forced to 
the Nmclusion that, if the purposes of Parliament are to be 
secured, this can be done only by modifying tlie system ·of 
administration, and not by an attempt at detailed control, 
which would be foredoomed to failure. 

194.. Proposed statutory railway authority.-We can 
describe the scheme which we contemplatE\ only in the broad ... 
est outline. An authority for the administration of the rail­
ways EliOuld, we think, be set 1W by Statute. The Act would, 
of course, provide for the constitution and powers of the 
authority, and for.the powers of control to be reserved to the 
Government of India. From the outset the authority' sbould 
inelndo Indian members. It would, we think, be desirable ·to 
make statutory provision for the general · principle.s ·in 
accordance with which the rail'}"ays should be administered, 

. especially on the financial side, as for . example, the" 
manner in which the allocations for depreciation should 
be calculated, the constitution of the reserve fund and the 
purposes for which it should he used, and the amount 
of the c,ontribution to general rel"enues. The • control of 
policy in all important matters. would remain. with the 
Government of India and the central legislature,· but it 
would be important to leave the statutory authority free ·to 
net witbout interference in the detailed arrangements it might · 
xuake to carry out the policies laid down. . Much will depend 
on the precision with which from the outset the powers to be 
exerdRed respectiV'ely by the authority and_ by the Go\em- · 
ment of India can be defined.· But we cannot' attempt at 
this stage to indicate what these powers should be. ··The ques­
tion require~ full investigation in order that ·the largest- pos-· 
fible ad¥antage may be deri\ed from the experience of other 
countries \';'bere the State management of\"ailways has led to 
difficulties. · 

195. Necessity for enquiry.-It will be obvious that 
it would be impossible to devise a satisfactocy scheme 
of administration without a detailed enquiry by a committee 
or commission. Such an enquiry should, we think, be in-. 
stituted as soon as possible. It would be the duty of the 
investigating body to make recommendations as to the manner 
in whicH the authority should be conftifnted, the powers it 
should exercise, the matfers for which'' provision should be 
made in the Act setting up the authority, the control to be 
reserved to the Government of India, and the powers to be -
reserved to the Secretary of State in orcler to safeguard the 
purposes or Parliament. ....~.complete enumeration of the 
matters to be examined we ~:ppot <;>{ ~wse attQmpf. 
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but they should certainly include the subjects · specified 
in· paragraph 192 above. There is one other matter of 
eTeat impol'tance. The existence in India, side by side, of 
State-owned 'and managed railways and railways owned by 
th~ State but managed by· sterling companies domiciled in 
England, mak~s it peculiarly difficult to devise a satisfactory 
schemo for setting up a statutory railway authority for the 

·.administration. of the railways. The contracts of the com­
_'pany-managed railways are with the ·Secretary of State, and 
tl10ugh the Government of India exercises by delegation many 

. of the powers reserved by the contracts to the Secretary of 
· State, the· ultimate control rests entirely in his hands, 
and the companie·s, by reason of ~heir domicile, have direct 
access to him. It will be necessarv for those making the "' 
'enquicy to examine the question clo~ely, and to consider how 
far the powers of the Secretary of State under the contracts 
should be exercised by the statutory railway authority, and 
in what matters the Secretary of State himself should reserve 
control. · .Their task will be extremely com:plex and difficult, 
but we· have no doubt that the difficulties must be faced. It 
jg our desire to see the .direction of railway policy placed in 
the, hands of popular ministers, bnt it seems to u.s an indis­

. pcnsable }Jreliminary that· a systein of administration should 
.. .first. be established, which will provide for the · efficient 
. commercial management of the railways, and will also to a 
.large extent safeguard the purposes of Parliament and avoid 
·the necessity fo;r detailed control. . 

. 196. Method of legislation.-Bef·ore · any scheme for 
·estab!ishing a statutory authority to administer the railways 
is adopted, it would be necessary that Indian opinion should 
have' full opportunity of expression, and any commission 
or· committee which may be .. set up to _consider the 
question ·should of course include represcnta tives of Indian 
opinion as well as the necessary financial and railway . 
experts. The.se enquiries must take time,· and since ·it is 
desirable that the new system of administration should be 
ready to fllnction by the date on which the new constitution 
c~mcs int<:> force, it is evident that special steps will be 
necessary in order to expedite the procedure. We should 
P~~pose that, following_ the South African precedent,. pro­
VISIOn should be made In the constitution for the establish­
·~ent of the railway authority by the insertio~ of a section 
I:r;t the Govm·pmen~ of India Act, the detailed provisions 
necessary bnng Included in rules made under the Act. 
Th~se rules might be s-nbject to modification by the Indian 
legislature after the lapse of a sufficient period to enable the 
ne~ autho~ty to establish its po,sition and all concerned to 
gam expenence of the working of the new system. 
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.EXTERNAL AFFAIRS. 
· 197. In the immediately preceding sections we have been 

concerned to develop our suggestions for the general structure 
of go'yerument at the centre, according as they have. appli.ca­
tion to particular departments. 'Ve now turn to India's 
external relations in which several departments are concerned. 
The problems which arise have not fallen within .~he· s~op,c 
of the pToposals of the Indian Statutory Commission, perhaps 

. because no definitH constitutional 'provisions appeared to. be 
required in the structure which they contemplate.. ..But the 
demand of Indian opinion, which we have described . a.s 
directed to obtain self-government at. home. and nati~nal 
recognition abroad, leads us to consider to what extent .the · 
central executive which we contemplate might be concerned 
with the external t·elations of India with the other. parts·· of 
the Empire and with foreign countries. · . , · · ·. , .·. · ·.· 

The existing po.sition has been· described in the :memo­
randum which we submitted to the Indian Statutory Cominis­
sion on the status and position of India in the British Empire. 
and in the India Office memorandum on the international 
stahis of India. It is beyond doubt that there has so far 
been no delegation of authority to the Government ·of India 
in regard to external matters. As regards commercial agree­
ments with foreign countries she has not the power· \vhich the 
Dominions have to enter into direct negotiati_ons.> · 'rhe. Gov­
ernment of India Act restricts the power of the. Governor 
General in Council to make political treaties and forbids the· 
Indian legislature, without the previous . ·sanctiq~ .Pf the'· 
Governor General, to legislate regarding the .relatio~s .of 'Go_v-­
crnment with foreign Princes or States. We do not contem- · 
plate that in present circumstances the Goveriunent of India 
could have a decisive concern '\\ith those fpreign ·. rela- . .­
tions which -closely overlie the right to make. war and peace. 
9n first class. questions of foreign and Imperial policy 
Independent action by India is . not yet . within the . realm · 
of pr!lctieal politics•. India is indeed· ;mo~e continuously. and 
pr_acbcally concerned with foreign· policy particularly in the . 
J\[Hldle East than any of the self-governing Dominions.. Bnt ; . 
whatever may be the degree of consultation with the Govern- · 
ment of In~a, and whatever the agency functions whicl). that 
G?vern~ent ~ay perform, the decisipps must still remain 
with His :MaJesty's Government. N~vertheless, there is a 
large range of external relations which n,1ay conveniently be so. 
classed ·in di~tinction from foreign affairs, and in which we · 
sen scope for an increasing recognition of the individuality 
of India among the nations of the world. ·It may well he 
that if the purposes of Parliament are defined, as we propose, 
the Government of India may enjoy considerable liberty in· . 
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matters such as commercial t-reaties, and. the treatment of 
·Indians overseas. 'Ve- make no preciset proposals in this 
regard for, whether our relations be with countries within or 
outside the Empire, we consider that the functions of the 
Government of India must develop by agreement and con­
vention rather than by the enactment of constitutional pro-

. 'Vi~ion. It is by the growth of understandings and conven­
tions and not by provisions of positive law that the Domi­
nions have attained their present position. 'rhese ·are the 
lines on which· India's authority over her own external 
affairs must grow. Such a development not only postulates 
un alteration in the constitution of the Government of India 
which would confer. upon it a di.stinct individuality for 

. domestic purposes, ··but is also its necessary complement 
.if-·the aspirations of India for a recognition of its status 
at home ·and abroad are to be satisfied. The Indian 
Statutory Commission haYo taken the first step in thi.s 
direction, by . recommending that in future the Governor 

·- General, and not the Crown, should appoint the members 
. of· the central executive, and in earlier paragraphs we 

have sought to describe what appeared to us to be the · 
.. implication. of- such a ·change. If, in addition, India by 
. convention . were authorized to negotiate and conclude 
agreements with other countries within the Empire and 
even_with foreign :nations her feet would be set firmly upon 
the path alon~ which the Dominions have preceded her . 

. R~LATIONS BETWEEN CENTRE AND PROVINUES. 

198. Principles of classification.-Before we leave the 
discussion of constitutional machinery in the provincial and 
central spheres, it will be convenient to say something upon 
:he degree and method of adjustment that their mutual 
relations are likely to require. The Indian Statutory 
Commission conclude• their chapter on the relations between 
the centre and provinces, with a consideration of the distribu­
tion of administrative responsibility. In an earlier chapter 

·on the· provincial legislature, they statet their conclusions 
regarding the distribution of subjects of legislation between 
the central and tl:ie provincial legislatures. Sir 'Valter 
Layton's S('beme similarly -makes a distribution in the 
:financial field. It will be convenient if we deaYin one place 
with these questions of jurisdiction, and with the further 
question of bow far provincial jurisdictions may be sub­
ordinate to or correlated with centra~ authority. We are , 
here in a :field within whic·h final dispositions cannot now 

•volume II, para. 190. t Volume II, para. 96. 
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be made. The ultimate form of th~- constitution cannot. 
yet be settled, or even be predicted with confidence. • We . 
need not, therefore, on merely theoretical ground.s radically · 
disturb arrangements which have in the past proved sa tis~~ 
factory. " It is, nevertheless ", as the Commission observe, • · 
" important to devise the immediate structure·)n ·such,- a 
way as to avoid placing any unnecessary ·obstacles in 
the wa·y of any natural future developments''. Con­
siderations of _that nature, we presume, led the Commission 
to leave intact, save for a few matters of· detail,' the 
existing di~tribution of legislative- and administrative 
authority, and to maintain, t as we understand them to intend, 
the present practice of deciding ·.such questions by ·rulei 'V e presume also that the Commission do not accept t~ · 
proposal that " residuary functions " should , be provincial. 
In our view it is not improbable that the ultimate solution 
of the _problem of jurisdictions may be the provincializatiQn · 
of re:ndnary fm1ehons, but we do not feel. sure that· the 
conditions are yet prepared for- a decision of this very 
important point in the future federal con.stitution of India .. 
Two local Governments have advocated that .residuary 
powers should rest with tho provinces ·and .not- with the 

. centre, and apparently contemplate that a final· mid ·rigid 
classification of that nature should be made. One of· our· 
number wonld prefer to put that arrangement in.; a' some-, 
what more elastic form, making· statutory provision. that • 
any matter which is not already specified under the existing·.· 
rules, should be assumed to fall withiri the jurisdiction o·f , 
the local Government, and that in case it is claimed to be; 
~itliin the jurisdiction of the central Government, the 
matter should be decided bY the Governor General.'. ILis. 
felt that, ·in view of the giant of autonomy to _ p~vinces 
and the desire to let provinces develop_ on ·autonomous 
and federal lines, this is . the natural course: to. adopt; 
It does not in any way commit the centre to any: parti~ 
cular constitution in future, while it enables ·the central 

-Government to bring the matter within its own juris.diction 
if it really finds it necessary to do so. Others, however, .feel 
that so grave a decision cannot be taken at once. Iri their'. 
'·iew it would be premature to entrust to local .Governments, 
now to be equipped '\ith untried machinery, all functions of 
government other than those specifica\ly assigned to the 
central Government. Such a decision could be-taken only on 
theoretical grounds and might . have inconvenient con­
sequences. It might, for instance, be argued that, if the 
functions. of the central Government alone were e:xhausti~ely 

• •Volume II, para. 180. f Volume II, para.' 190_. 
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prescribed, · t.he onus of proving that any action taken was 
intra .vires would rest on it alone. Such a position might 
derogate ~rom the vigour of central administration, and 
might have ·the effect of impairing the liberty of the 
Oovernor General to be the interpreter of this portion. of 
the constitution. It seems probable that a scheme of ex­
clusive jurisdictions conld not 'be worked until the inter­
pretation -oi the constitution is entrusted almo.st entirely 
to judicial authority, and for that development, oth~r 
objections apart, conditions a1·e far from ripe. · The question 
is at present largely one of status which may await decision 
till the new responsible Govei'llments in provinces have proved 
themselves. So far as it is a matter of efficiency of govern­
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functi~ns, which Government in 
future may have to -assume but cannot at pre.sent foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now afford, to extend the provincial · 
field as new activities of government develop rather than to 
be driven to devise ,1neans of assuming these activities to 
.the central Government, ·as occasion lat_er may arise, from 
among undefined jurisdictions allotted on general grounds to 
provinces. / · 

Holding these views, we are in general agreement with 
·what we take to be the recommendation of the Commission 
that the- classification· of subjects should continue to be 
re"gulated by rule. We recognize that•" changes in the rules 
.may be necessary from time to time", and we see in that 
necessity good ground for avoiding the rigidity of statutory 
enactment. 

199: Legislative jurisdictions.-Legislative julisdictions 
must indeed rest on enactment, but we share the strong desire 

·of the Commissiont " to see maintained the· provisions of 
the existing Act ''. · r:rhe.se provisions establish a certain con­
currence of jurisdictions, kept apart by a necessity imposed 
on both central and provincial authorities of ·obtaining the 
previous sanction of the Gpvernor General, before the classi­
fication of subjects made by rule is transgressed. In effect, 
they protect legislation, provincial or central, from undue 
challenge of its validity, but provide for selection of t1te 
forum in which proposals may be debated and enacted. The 
Commis~ion find these provisions to be '' ingenious and 
effective ". We believe them to be well-suited to the condi­
tions of the country, and to have proved generally acceptable. ' , 

\ 
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lt is, howe\·er, t>os~ible to atta~k them on the grounds'that the 
classification of subjects requires revision, and that th~ 
machinery of previous. sanction is capable of improvement. 
Iu the first regard, the Commission reject• '' any alteration. 
of the law which would restrict the range of. the legislative 
power of the centre ". They ~ook rather to. a freer. use of 
the GO\·ernor General's power to permit provi~cial ,legislu-. 
tures to undertake legislation on subjects .technically central, 
and to a self-denying practice whereby the central legislature 
would make its enactments on such matters as social ·and 
religious customs adoptive or enabling ... 'Ve thin~ tha(these 
arc lines which practice may be expected and, should be 
encouraged to purs,ue. But we oO'serve that two lo~al, Govern­
ments would make more rigid provision. The .Go.vern­
ment of ~fadrast _would remove it from the,p~w:er, of.tl~e 
central legislature to legislate for matters which concern one 
province alone. The suggestion does not, so _far as, we' are 
a ware, proceed on anY\ ground of compl~int in; the; past, a.nd 
we are reluctant t.!)' introduce . into an alrbady, ~ intricate 
system complications which necessity does not require .. ~here 
is much in the suggesFon as m.a~e which ~e could. no~ a_ccept: 
". c could not accept 1t as a den1al to .the celltral legislature 
of a right to legislate on its own subjects of . .admiJ!istration, 
if necessary, _ provinc~ by province, ), or, , . for instance, 
for individual ports or universities. · Nor could. we at once 
agree that certain provincial subjects should riot. be '.f- subject 
to legislation by the Indian legislatnte " RE\ they ;a.J:e ; at · 
present. But if the Government' of ~Iadras. <!es~re tha~· the. 
central legislature should not legislate for provinCial subJects,· 
whose administration has no extra-provincial · effects, we 
would expect that the :result of such a proVision would ·be 
little different from that produced by the present<proVisjons 
for previous sanction to centra_l legislation. . 
. The suggestion of the Government of the 'United Pro­

vinces is of the nature of a check to be operated afpleasure 
by the local legislature. It is proposed that the locallegis,Ia2 
ture should be empowered to require· the centrai·Iegislatnre 
to -give to its legislation, affecting social and ·religions usages,. 
an enabling form. It would be for the Governor Ge;neralto · 
decide when s11ch a power became operative,. by declaring 
whether the proposed legislation actually affected social ·and 
religions usages or not. 'Ve arc in sym~:,tthy; as were the Com-· 
mission, with the desire that amendments of social and 
religious usage should be left increasingly to locallegislatureR. 
But we would not readily agree that all amendments 
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should necessarily he so left, nor that the mechanism to secure 
provincial interests should,be a provincial power of control 
over the centre. Measures of this kind would require the 

· previous sanction of the Governor General before introduc­
tion into the,· Lcgislath·e A§scmbly, ·and are 'not now in 
practice taken into consideration till local Governments have 
been· fully consulted. , It would, we think, be adequate if a 
J>ractice were established that· such consultation invariably 
preceded the grant of previous sanction. But we would see 
inconvenience in a provincial power to revise the grant of 
previous sanction·, or to sit in consideration of a measure 
:under discussion in! the Assembly, and to intervene at any 
stage, even the latest, of that discussion. "\Ve would onr­
eelves trust to the recommendations, which the ·Commission 

. ha.ve made, to secure due consideration of provincial interests. 

, . ' · ·The second ground on .which the present system may be 
4!riticized is that the necessity for obtaining previous sanction 
to· provincial legislation causes ~(rllconvenience and delay . 

. ·Criticisms. of this n~ture w.ere made in the earlier period of 
~the reformed -regime, when the operation of the law of sane­
. tion was attended with some friction. That friction is now 
largely a thing of the past, and it is questionable whether any 
eubstantial practical be11;e:fi.t would ·ensue from a modification 

· of the existing provisions. Nevertheless we would accept 
· the suggestion· of the Government of Bombay•, whereby n 
·discretion would be taken to mitigate by rule the rigidity of 
the presen~ law. · - · 

200. Administrative and financial jurisdictions.-'rhc 
present. distribution of administrative responsibility is com­

. mended by the· Commission as generally satisfactory. We 
agree, and find support for the same conclusion in the 

. views ·which the provincial Governments have expres~ed. 'Ve 
·await the· pu_blicatioaof the report of Mr. Whitley's Commis­
sion before. submitting our recommendations for . the dis­
tribution of fJinctions in regard to. industrial matters. The 
more particular recommendation of the Indian Statutory 
Commission in regard to the Criminal Intelligence Depart-

_ment is opposed by the Governments of. Bengal, the United 
Provinces, and Assam. The Conlmission recommend that the 
classification of police as a subject of provincial adminh;tra­
tion s.hould be accompanied by a discretion in the Governor 
General in Council to determine conditions regarding 
the organization of a provincial Criminal Intelligence Depart­
ment.. Tne Commission 1·ightly regard the matter as 
important. An efficient intelligence service will. depend on 
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co-operation between local Goverriments and on co-:-ordina­
tion by the central agency. But the Criminal Intelligence 
Department organization must be part of the regular 
police administration of the province, as the Governriient .of 
.Bengal point out, and little pra.ctical value would attach to a 
power to impose control over only one branch·, of .. a unifi~d 
machinery of police administration. .The recommendation of 
the Commission, however, is in effect permissive, and ~~e ar~ 
prepared"to accept it on that basis. · · 

In earlier paragraphs of thia despatch we have dealt in 
detail with the proposals of the Indian Statut~ry Commission -

· regarding provincial finance. These matters· also we · have 
considered in the light of the principles of classification which 
we have just described. We would continue the 'exist"" 
ing practice by which financial authority is distributed 
by statutory rule, and we would retain: residuary powers of 
taxation at the centre. These appear to us to be . wise 
accompaniments of the entirely novel arrangements proposed 
by the Commission. · · : · , . , 

201. Control.-Turning to the questions i>f cont~ol, . we 
find ourselves in complete accord with the recommendation . 
uf the Commission that Governors in the use of their special 
and emergency pQwers should be supervised by the Governo:r.: 
General and not by the Governor General in Council. ·'These 
powers are exercised in responsibility to Parliament,· and· 
control of them cannot appropriately be exercised through an· 
authority in close relations with a popUlar central legislature .. 
It is on that ground rather than on any ground of the ultiina te · 
form of federation that we would employ only· parliamentary 
channels of control over Governors. · ·: · 

We approach the Commission's. recommendatimis•. relat-· 
ing to " the normal powers of the centre over the provincial .. 
Governments '' from the points of view of _the scope ·of these 
powers and the manner of their exercise. The first of the . 
eigl1t categories framed by the Commission : s·eems. to us to 
be inevitable not only because central administration is vital,' 
but also because a ce.ntral Government without self-s1ifficient · : 
central agencies, must be iu a position to secure ·necessary 
action in provinces. The provision has indeed the sanction 
of usage, and is not objected to by any.· provincial Govern-.' 
ment. The second category is drawn ih1\wider language_ .than. 
the corresponding category in Devolution rule 49. The· Gov- · 
ernment of .Madras object to it on the ground that it gives 
the central Government too wide a measure of control. They 
would maintain the existing rule which pr<JVides only .for' 
inter-provincial disputes .. The Government of the United 
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Provinces would accept• it ollly on " the understanding that 
the Government of India will be restricted to· use their 
powers princip'ally for the purpose of collecting information, 
giving advice, and settling a common policy, and not for the 

, purpose of interfering in the actual details of administration 
in any province ". The criticism of the Government of the 
United· ProYinces appears to u~ to contain the answer to the 
objection of the Government of :Madras. It is because, in 
jnany matters· which were not in dyarchic constitutions 
transferred, a common policy may need .to be determined 
without waiting for. disputes between provinces to· a1ise, that 
a ne~ definition of central control must be sought. 'V e agree 
with. the·· Commission that the definition must . be in ven· 
broad terms. But we also agree with the Government of the 
United Provinces that means must be sought whereby pro­
vincial responsibilities may · lJe safc~uarded. The Gwern­
ment of the United Provinces would find these means in a 
definition of fhe spirit in which control will be exercised. Tho 
Commission have provided a check in the personal and entiro 
discretion of.. the Governor General to decide, in any given 
ins.tance, the scope ·o( control. We ourselves hope that Umt 
discretion, combined with the restrictions on the method of 
control which 'we shall presently. suggest, will allay fears that 
the' 'intervention ~f tl1e central Gov~t·nment may be exce~-
sive. · 

. ·.No difficulty arises about the third category · which is, 
bowcve1~. uot so much a matter of control as a distinct power 
which ·the centre must possess. In· a preceding parngraph 
.Wf have stated our .views upon the fourth category_ reg-arding 
C6ntrol of provincial borrowings. · The fifth and sixth 
.categories might, we think, well be treated in the chain of 
relations between the Secretary of State, the Governor 
General and the Gov«:>rnor, and should not be classed as 
matters. within the superintendence, direction and eontrol of· 
the central Goven1ment. The proposalst ·of the Commission 
regarding 8ecnrity services confer on the Secretary of State 
a power to -require provincial. Governments to employ these 
services in Ruch numbers and in· such appointments as he 
thinks necel'l'ary~ 'rhey also imply the power to exercise 
disciplinary authority. It' might be convenient if the Secre- · 
tary. of Stat£~ were to delegate to the Government of India 
suitable powers~ possibly to the extent snggestecl,_ by the 
GoYernment of the JJnited Provinces. But we see no reason 
wl1.y t_his should be done by statute as the Commission appear 
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to contemplate. The phrase• " safeguardin~ ·of '·Imperial· · 
interests '' does not appear to us to be entirely free· from. 
obscurity, but we feel no doubt of the need !or some· su~h · 
:provision giving powers to· the agents of Parliament..· , • · '. _ · 

The seventh and eighth categories appear to· ~s. to'. b~ 
more suitable for classification as central subjects than .for 
expression as powers of control. If they· were R,o· classifi.e~ 
the requisite power of control would flow· ~rom the, :!irst. 
rat.egory. \Ve recognize, however, that difficult. quesh~~s 
arise, as they have arisen elsewhere, for instance in Canada, 
recrardinO' the participation of provinces iii decisions reached 
byb the G~verument of India in external affairs. 'rhe. snbiect 
is a difficult one,· and its solution will probably. be.:found 
through the operation of practice and convention .. ·But 
whatever procedure may be approved~for reaching decisions, 
and we recognize. to the full the desirability of previous .con• 
rmltation with provinces, it is clear 'that the final :arith01·ity 
must rest with the central Government, in whom. must .also 
l'Cf·dde power to make the decision effective.'··~ ... · . · , . ···.: ·•·.: r 

• 'Ye conceive of these powers being· exercised, as central 
control is at present normally exercised, by ·way of: consulta-; 
tion, advice and even remonstrance. If,: however, the: Gov-· 
en1ment of India were unable by these methods ·to· get 'its1 

way, we would not confer upon it a further mandatory power,·· 
but would expect it to advise the Governor General to' act in 
relations with the Governo·r. The chain of authority· wouldl 
be the Governor General's powers of supervision over the· 
Governor, and the Governor's overriding powers over. his,· 
Cabinet. The machinery of control which we have described ' 
seems to us to reconcile. the claims. of central and of provin- .· 
cinl authority most conveniently. On the one· hand, we do •· 
not desire to exclude the Assembly · from discussion of 
matters whirh fall within the proper scope of the central 
(~xecutive. On the other, we see objection to placing· a.:· 
Oovenwr or his ministers in the position of receiving orders 
from an executive in relations with the Assembly~ ·In;, 

·practice tile necessity of obtaining the decision of·. the 
Governor General, before it can be held that provincial action. 
affects the interests of some other part of India will be ·an 
ndditimwl security that the provincial\ :field is 'not unduly 
ilnyaderl hy the powers of supervision. ···" · · · 

202. Co-operation and co-ordination.-Th~ reco:mriJ.e~da~ · 
~ions. of the Commission for co-operation between central·and· · 
pt·ovincial Governments and for co-ordination of nation­
lmilding services do not, except in one other respect, involve 
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any "new constitutional provisions. "\Ve have already accepted 
the suggestion~ that it should be rendered constitutionally 

·possible, under suitable restrictions, to assist provincial 
·obje<~ts from central funds, and vice versa. " Co-opera­
tion ",t say the Commission, " should be .secured by the 
general goodwill of the Gorvernments .. concerned, rather tban 
bv the imposition of specific central control ". 'Ve agree, and 
aithough we recognize that the Commission also proposet 
that the central Government should "in future have a more 
authoritative position than it now enjoys, constitutionaily, 

' in' the transferred sphere ", we think that the restrictionEI, 
placed on the second category of control will obviate dang,~r 
of co-operation being secured, save in case of necessity, in any 
other way. · ,. ·· ,_ 

THE SERVICES. 

'203. The Indian Civil Service and Indian Polipe Sel·­
vice.-Continuance of recruitment.-The question of ·the 
steps to be 1aken .in regard to those services which are still 
recn1ited by the Secretary of State on an all-India basis, is • 

. _one of great importance ·for the future administration of the 
country and, we think; for- the successful working of the new 
constitution which it is proposed to set up. The Statutory 
Col1l.mission have rightly said that th~ Indian Civil Ser\ice · 
and the Indian Police Service. stand in a class by themselves 
as the '' security services ", upon which depend the organiza­
tion lmd direction. of the general administrative system unfl 
tite maint.:nance of law and order. The Commission reconl­
meud that these two services should remain on an all-It.idia 
footing, and that recruitment for them should be made by the 
Sl'Cretary of State. The majority of the local Governments 
are very decidedly in: favour of this recommendation, though 
within the Governments there are dissentient views. 'Ve our­
selves have no hesitation in supporting the proposal of the 
Uommission. It has been objected that a provincial Govern~ 
ment cannot feel unhampered in the exercise of its authority, 
so long as it is, not free to recruit all its services on its own 
terms and have the final voice in controlling them. The 
anomaly may be admitted, but it must at the same time be 
recognized that considerable risks will be taken if th~ direc­
tion of policy in all provincial subjects is transferred to 
popula1· Governments, and- that, if simultaneously far-reach­
ing changes arc made in the administrative machine whos~ 
task ii is to carry out policy, there is danger that the ne\V 
system may start under a serious handicap. It is nece~sary 
to keep t.he administrative foundations sound, while the new 
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constitution is fae!ng the difficulties \vhich are likely to con­
front it at the stat·t. 'Vhether, after these have been· sur­
mo aut f'u, it will be desira hie to continue the recruitment of­
the E:ccnrity t::~rvices on the present basis is a question de1jend~ 
iug on eouditious which cannot at preseJit be foreseen. ' · · · . 

... -'Ianv of those who advocate the discontin~an~e 'of th~·· 
present i·orm nf 1 ecruitment hc'lv-e no desire to destroy the 
existing organi~.Rtion. They recognize the value of, the work 
the sen·ices lllft)" }Je ·expected to perform during the tC<!nsition 
period, Lmd would be prepared to face the t<'mporary 
auomaly of retaining officers, who can 'look. outside the 
province for the ultimate protection -of their· interests. 
But there is a large volume of opinion which argues that the~ 
existing body of officers, retaining their existing prirueges 
and safeguanls, will be sufficient to tide over the period while 
the new constitution is establishing itself, and that by the time 
.they disappear their s.ervices will no longer be required~ We 
think that those who hold these views do not take full account 
of the probable results of stopping recruitment. .. We believe 
that, a~ t:OOH as it was announced that recrnitinent· .was 
stopped and tlmt the all-India_ services as a whole were in 
effect being closed down, tpe existing numbers would dwindle 
far more rapidly than is des,ired. Nor would it be easy, if 
necessity arose, to resume recruitment with success after an 
intern1I, which would have broken the old .. connections and 
tt:aditions. The discontinuance of recruitment would ill effect 
amount to taking a final decision at a time when the condi­
tions of the future are still unkno",l. · For these .reasons we 
hold that it is ess,ential to continue recruitment fo these 'ser 
\·ices on the existing basis. - . _ '· .· , ' : ':' 

• . ·~ ' t • , .• 

204. The same.-Recru.itment by the Secretary of State.-· · 
It is generally agreed ·that a decision to continue recruitment 
for the security services involves the continuance of their 
recruitment by t!le SecreJary of State. <The justification for 
maintaining tlwE<: senices is that they furnish· officers of a 
higl1 st:uulard to deal with matters, the efficient handling of 
which is a Jlrimary interest of the country. It is of the 
essence of the Nl~e that the senices should be able to attract 
the best mnterial available. As the Statutory Commission 
point out, an all-Tndia service has a much wider Ji~ld -of· 
choice th:m any provincial ~ervice, \~nd the status and 
trauitions atiaehin!!' to it attract the best class of Indian 
canuidatcs, wl1ile there can be no doubt . that without th~ 
security which is afforded by the protection of thd ·Sec­
retary of State, British . candidates of the present 
standard could. noi be obtained. It has indeed _l:een · sug­
gested by the majority of the Bombay Government that, 
while the5e two ~ervices sha,_ua be retained on an· all-India 
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basis, . they should be recruited not by the Secretary of 
State but through the central Public Service Cormnission, 
and that they should look for protection to the Government 
of India. Somewhat similar ideas are expressed in other 
·quarters. 'Ve fear that this compromise does not really meet 
the difficulties' that are felt on either side. On the one hand 
British candidates. have for a long . time· attached great 
iniportance to the protection of the Secretary of State, the 
value of which has been proved by experience.· The Govern­
ment of India is for them a distant body, whose general atti­
tude to· the questions ·that may affect them is unkn0,\''11. Its 
protection· will not give them the same sense of assurance ns 
·they derive from the protection of the Secretary of ·state. 

· On tl1c otl1er hand, so loog as tlhe services remain on an all­
India/ basis and their pay and conditions are settled by a 

. central authority, whether it be the Government of India or 
the Secretary ot State. the objection that local Governments 
would be hampered in the exercise of their authority is notre­

. moved. 'Ve do rJ.ot consider that any intermediate position 
between rceruitmeilt by the Secretary of State and provin­

, Cialization is likely to prove satisfactory and, as we hold ·that 
~the time has not come for provincialization, we have no hesi­
. ·· tation in supporting the proposal that recruitment should be 
·continued on an all-India basis by the Secretary of State and· 

. under the guarantee of his protection . 
• f • ' ~ 

205. The same.-Rates of Indianization.-Alllocal Gov­
P.rmnents agree tl1at, if the security services are to continue on 

. an all-~ndia basis, the e.xistin~ r::ttes of Indianization, .w~ich 
were fixed on the recommena.a bon of the Lee <Jommisswn, 
should be maintained. These rates are cal~ulated to produce 
an equality between the numbers of Europeans and Indians in 
the Indian <Jivil · Service by 1939 and in the Indian Police 
Service by 1949. \Ve propose no change in these rates of 

-lndianization, which are indeed as rapid as appear to us to be 
· consistent with the retention of the character and traditions of 

the two services. 
206. The same.-Future rcconsideration.-We have indi­

cated above our view that the continuance of re­
cruitment for. these two services must not be taken 
as irnplyiug an intention that they should be retained 
indefinitely. All local Governments are.. agreed that 
the matter sl10uld- after some period be reconsidered 
in the light of conditions then existing. There is a 
considerable variety in the suggestions. made as to the period 
after which reconsideration should take place. The Punjab 
Government have suggested the year 1949,. when the process 
of bringing the number of Europeans and· Indians to an 
equality in the Indian Police Service will have been com-
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plcted. 'The Gm·ernment of Bihar and Orissa suggest 1939, 
the year in which a similar process in the Indian Civil Service 
should have been accomplished .. The Central Proyinccs GoY­
enlment f-uggest that reconsideration should bike pla,~c wheu 
equality of Europeans and Indiaris in each service has been · 
reached. 'Ve ·doubt whether at this stage it is necessary to 
taku a definite decision on the point, ·particularly~ as it seems 
to us ~nevitable that,- when the proportions conte~plated by 
the Lee Commission have been attained, . the future· of each 
senice must be fully revie~ed. _ _ , · · . 

207. ·rhe Indian Forest Service and the Irrigation branch 
of the Indian Service of Engi.neers.-The Statutory_Commis-

. Rion llid not rt•arL any. definite conclusion as· to'·whethei· aU­
T ndia rc·cruitnient 8hould continue for the Irrigation bran.:!h 
of the Indian Service of Engineers and for.the Indian F<?rest 
Servict.>. None of the provincial Governments had recom­
mended this COU~'SQ, but the Commission were' ·~o _much' Jm­
pressed by the 1mportan~e of the work these two .s.emces 
perform, that they felt the matter required furtber ex~a­
tion. Local Governments have again expressed their opinions 
in the light of the considerations ~rought out ~n ,tho 
report of the Commission. They are, however, . ·.·still 
unanimous that there is no necessity to continue recruitment' 
for the Forest Service on an all-India basis, and, with. the 
exception of the Governments, of_ the Punjab and of -Bombay, . 
no local Government recommends that all-India. recruitment 
should be continued for the Irrigation branch of the1ndian 
Service of Engineers .. In two provinces recruitment for the 
Indian Forest Senice . has already been termina~ed as . the 

. result of the Lee Commission's recommendations, and im­
portant as, the work of the Forest Department is, we do._not 
feel there is sufficient justification fo~ continuing. recruitment 
for the Indian Forest s~rvice in the other provinoos, contrary 
to the recommendations of the local Governments. ' It can 
only be for very special reasons, such as those which apply to 
the two security services., that recruitment by the Secretary of 
State can be justified for services which will be working under 
an autonomous provincial Government. In the cas,e of·.· the 
Irrigation service the considerations are perhaps more evenly 
balanced. The revenue derived from: the great irrigation 
works in certain provinces is a vital element in provincial 
finance, and the irrigation system is o:p.e of the chief founda~ 
tions of the economic prosperity and\ ~ontentment : of the 
people. The official members of the Punjab Government go 
so far as to say that the efficiency and initiative of the irriga­
tion officer is a factor for internal stability, practically on a 
plane with that of the. officer in- the security services .. It is 
c.~asy to underetand th~ anxiety expressed by. the ~ajority 
~moo · · · · 
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f>i the. Punjab Government on the reserved side to retain 
~hat .they r~gard. as an insurance agains.t deh~rioration in a 
~ervice. of. ~uch vital importance to the prosperity and 
economic ,life of the province. The recommendation of the 
Bombay. Qqvernment is also doubtle~s due to the fact that 
the.,wh9le £utrl~e of Sind depends on the success of the Sukkur 
Jla:rrag~ irrig~tio~ scheme,Jnwhich, _niore~~er, a h~g~ capit~l 
~um has, been sunk. It would be rash hghtly to disregard 
the views of the local Governments. in a matter of such 
fundal;nen~al <;!Oncern. to thein. At the same Hine, we are 
~iiiioris that recruitment should not be continued under the 
k:udhil}tee of the Secretary· of State unless the need for it 
}S,._oeyond. ~a~l ~easonable doubt. In all proyinces, except · 
the PrtnJab and ·Bombay, local Governments are . pre­
prtred to,_ hike the risk of dispensing With recruitment for this. 
""Setyic~ ·_on art all-India. . basis; and . we accept .t~ei: views. 
\Ve have not been able to reach a final conclusion In regard 
to _the Ptnijab nnd Bombay. There would be obvious ad-vant­
ages~. we think, if it w·ere possible to retain an all-India ser­
vi~e for dealing with the great schemes of irrigation of the 
Indus valley,_ particularly as __ they affect two different 
to'cal.administrations: On the other hand, due weight must 
be attached to public opinion, and it ~ould seem, _from the 

>views recorded by the Revenue :Member and the ~Hnister for 
rocal. self-g~verument in the Punjab, that there is d~finite 
9ppoSiti6n to th'e co~tinuance on existing lines of recruitment 
for the .Irrigation service in the Punjab. If. it were decided 
that recruitment should be maintained on an all-India basis 
for the· Punjab and Bombay, it :would be for further 'con­
sideration whether this recruitment should be carried out by 
tlie Secretary of .State, as recommended by the Punjab Gov­
eriiinent, or by the Public Service Commission, on behalf of 
th'e 'Gove~ment ·of India, as recommended by the Government 
of ;Bombay·~ Whatever may he the dedsioll' in regard to the 
)?U.njab and Bombay, w~ are agreed that in other provinces 
:i:e'chlitment by ·the $'ecretary of State for the Irrigation 
branch of the. Indian Service of Engineers ·should not be c6n­
tinu'ed after the introduction of the new conF;titntion. 

• • l. • ., tfY ·" .- t .. • , , f • r f ' ,. ~ ·' · ' ..., • 

208. The central ·servic'es .. -· The Statu.toiv' Commission 
have made no referen~e. to the p~s!tion of t~:e central 's'er­
.vices, which. work under the Govermnent of India. For the 
most. part the control of these s,ervices has been vested by 
the ·r~ent c~vil services ( classific~tion. _c;ol}.froLa'nd :a~·peal) 
rules In the. Government of India .. _B-1~t the Secretary of 
State in Council is . still responsible for th'e recruilment 'and 
control . of . the . Indian _Political De{>artment, the Indian 
:mccl~siastical,Estab~shment, persons appointed ou'tside I:ridia 
to tlie ~uperior telegraph engmeering . and Wireless 
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branqhe~ of the Ipdian Posts a~d T.elegraph~ :Q~p~rt_~e~ ~ll:~ 
·a !eF ~ivilian· officers hol~g posts ~h.icl;l ~!e pa_~d fF2IIf 
army esbma tes. ~e also rscrmts. _offic,er.s · app_<?JP.t~d PE-.1:~!<1~ 
India to the supenor railway serv1ce~, and c,ont~o~ .P,I.,..e, ~oll:l~ 
paratively !ew o~cers holding the ~g~~ co:rnmt~s19.n o~ }:p~ 
active list of the regular army and the Royal Indian Ma:r;IA~; 
who" are' employed- in "certain central se~ce~~. --w.~ ,\l¥f;lwil:~ 
that ,the Stat1;1tory Commission inten~ed th~t the.r~ ,~o.,U1d lj~ 
no c~ange ill. t~ese respects. That ~~ ~lso our YJ.~W, ~;~~p~ 
~ ~0 l._~ ~lj!J' cr~c~it~ent for the ~upe~or telegra_p~ engm.~~r.;. 
ing and v.~ueles~ brauche~ · of the lD:dian ?~.st~ ~nj. -r.,~l~; 
graphs Dep3.!tment is concerned.. 'Ye d<;> no_t t~~ 1t !14 
necessary that the Secretary _of State sJ10Uld contmue ;m ~ 
future •to Ca!ry ·an B!itish recruitment for this ~~-w~e: lf~ 
eadre is· .small. ~r:itisl?- r~c;ruits are n<:>t ,likely .t<:> -~x~~E{g ~~ 
the average· one m t;wo years and the ;n~ber ~Y (~)~~:p. J:.>e 
less, and we have no reason to.doubt_ fl1:at th_e GovefD:ll!~p._t .of 
India·. will be able, without the assistance of the. Se.crett\zy 9-f 
State, to obtain sni't~ble Br;it~sh recrUit~ in .th~-.il.l@l?.~~a .. re-
quired. · · · · : · , . · 

209. Safeguards and conditions of sezyice.-It i~ c.<mimon 
gromid. ~tha f -wliatever"' . may be' tne· (lecisioii! as ~.to' ':(u,tuJ~ 

. recruitment of the all-India services, the 'officers· at-pres~nt 
in the~e services should· be encouraged to ,remain, and should 
r~tain 'all their e:ris.ting "rights,' safeguards and ' in;o!sp~~t$. 
Further; as we explain later in our obseniations Qn'the Colli-

• ~ ' • ' ' . . • • '- ~ - t • . f f .. ' ' . ' .. 

cil of India, we recommend that changes 1n the ·statutoey roles 
affecting the services ~houl~ be made in. oo:ii~riltafio:ri: witli' 'a 
body- which represents service experienoo .. · . 'One' unphrlait 
factor in the retention of the existing officers ·of the all-Indib. 
f'en: ices· i8 undoubt_edly .the- right ·of premature retlr~me:iii. 
This right is at pr¢sent possessed by all offi~rs in' these ··aer:.. 
vices, except. the nlOt:e .recent recruits of Asiatic 1 do:illieile. 
Generally sp_eaking;_lUlder existing_Qrders, the option,toi~ti*~ 
prematurely"· extends only for twelve months· after the· transfer 
of power propo~eP, by the Commission h~s '·taken pia~. · 'All 
loeal GoY'ernments agree with the. Statutory Comm.is.sion that. 
the 'right of' pt:ematu~e' retirement' shruld be .contin~~;,~~~­
out limit of time, . to any officer -~who. might nnder' the prese;Q.t . 
rules 'have ~~ ~-~etired on ,the· oo.ming into for.~ _9t .~P.,Etnew 
constitution. We have 'no doubt ·that the' extension of .thi.s 
privilege is e.ssential. If an iri'evocabl~~choiee is presep.ted 
at a particular moment, there is a 'serious risk that '3.' lar~ 
riumber of valuable 'office~ 'would decide to .retir~~ ··. The ex­
perience of the past- has·. dembnstrated clearly. that bffic:~ra 
are more' likely to r~main while. the option· <)f retirerri~nt' is 
kept open. · " · ' · · · · · · ' : · \ L · · ' 

The Commission re.corp.mend that thO'se, who are recruit~ 
after the introduction ~f the new constitution, should enjoy 
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the same ·rights, privileges· and safeguards as members 
recruited before the change, except in respect of the right of 
px:e~ature retirement. They do .not c~nsider it is reason­
able· tbat those who enter the s,erviCes wlth full knowledge of 
the conditions' should be granted this right. In principle we 
accept this view, but, in agreement with more than one local 
Government, we regard the matter as one that will have 
to be decided in accordance with the praetical considera­
tions. of fact. · If satisfactory recruits can be obtained 
without the grant of this privilege, there is no reason why 
it should be granted. B:ut we do not think it would be· wise 
to run the risk of losing the recn1its required for the all-India 
Services, merely on this point of principle. It does not fotow 
that it would be 11ecessary to extend to new recruits the 
precise scheme which is. open to existing members of the 
services .. We think that the suggestion made by the United 
Provinces Government . that :rights of retirement should be 
offered.' after fixed periods of service, the earliest of such 
periods being twelve years, might well be considered, should 
the necessity for making this concession arise. . . 
;;- : • .f • 

-_ .. '. 210. Security of pensions, family pensions and provident 
· funds.-The replies of .local Governments indicate marked · 
uneasiness among memqers of the all-India services in regard 
to their pensions, family pensions ·and provident funds. On 
these questions we endorse the recommendation• made by 
the Indian Statutory -Commission. They point ·out that they 
are· not proposing any ch,ange which would bring pension3 
into jeopardy, but, following the Lee Commission, they recom­
mend that, if any statutory change is made hereafter 
involving the transfer of the financial CQntrol in this regard 
·now exercised by the Secretary of State in Council, adequate 
provision should at the same time be made for safeguarding 
service pensions. We assume that their recommendation was 
intended to include family pensions and provident funds. 
1.'his is a matter to which we attach great importance, and we 
trust that an a~suranre on this point will be given hy J-Iis 
Majesty's Government, and that it may be found possible to 
restate with reference to present conditions, in terms as ex­
plicit as may be, the prineiples set forth in paragraph 4 of 
},f_r. :Montagu's despatch No. 5-Public, dated the 9th February 
1922. In the meantime w.e are examining, in connection with 
various memorials received from meml::iers of the services 
the question whether it is practicable to supplement thl~ 
assurance by measures which will give a greater sense of 
security to the services, and we propose to address you 
separately on this subject ·at an early date. 

*Volnme II, para. 332. 
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211. Othe·r recommendations.-W e accept in principle the 
proposals of the Commission in regard to the ·establishment 
of provincial Public Service Commissions. There are ce$in 
other matters of less importance on which we shalt ad.dres:; 
you separately. 

R~LATIONS WITH THE STATES. ' 
212. The federation of all-India a distant ideaJ.-The • 

relations which should obtain between BP.tish· India and 
the Indian States raise difficult questions immediate and 
remote, both of ·which have bee~ discussed• by the Commis­
sion. 'Ye re~dily accept the ideal of an ultimate .federation 
of all-India, and agree with the Commission .. that .. th~ 

. Indian States and the provinces of British India' ' preserv~ 
remarkable cultural affinities, and are slowly working o~t a . 
common destiny. We recognize the geographical, economic 
and political unity of British India and the StateS, but ·we 
share the repugnance of the Commission to. pronounce dClg-

. matic conclusions. The ideal which has 'received general 
· acceptance, and which we also accept, isf" some sort ·of 

federal arrangement ". Deep-seated difficulties arise from 
the heterogeneity of the units to be federally ·associated; arid 
from the wide range of matters to be made· subjecf to control 
from a common centre. The Commission remark ··that 'ulti.:. 
mate federation cannot follow any known patter~·· and 
we doubt whether any advantage is to . be tlerived · from• 
attempting· now to· sketch the ultimate form: of' future · 
political association between British India and the States. 

~,ederation might possibly be evolved on some ·such lines 
as have been followed in the Dominions or in federal countries 
elesewhere, but we refrain at this stage: from followillg the 
Commission into an examination of the methods by which the 
end might be reached. The example of Canada has appealed 
to them, but the Commission go no further than to say that 
individual adhesion is a possible method of. appro'ach ... we . 
are ourselves by no means clear that adhesion to· the legisla~ 
ture of British India holds out greater pro¢se than the ex­
pansion and development of the Council for Greater India, 
and we hesitate to assume that the relations existing between 
the provinces of British Inllia and the centre will not' neces:. · 
~itate. a perman~nt ~ntral legislature fp! Br.it.ish In~ia, de3.I­
mg With mattel'a which are of concern to Bnbsh India alone, 
and to which the States could not appropriately be admitted. 
We think that the way should be left open for the /contiri.ued 
exi~~ence, i~ necessary, of the Britisb India legislature for 
Br1hsh India purposes, and for the possil1le creation of ·an 

•Volume TI, Part VTI. 
t Volume TI, par!L 228. 
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~lJ.:.I~di_l\ legislature in which both the States and· the pro­
ril!~~ :wo~l<l b~ rep~esen~ed. 
; · ·In short, the time has not yet c~me for a choice to be 
made. A federation of all-India is still a distant ideal, and 
the form which it will take cannot now be decided. The duty 
before us at .this S~ll,ge .is ~o ~s~is~ i~ .~r!~nging the prelimi­
n~~ setti!lg and in remoy_ing ,obstacles from a still_untr_odden 
path. -\Vithout indulging in remote spec-ulation; we'. thit•k 
it more profi tabl~. and necessary . to examine the concrete. pro­
posals ·Which the Commission make for immediate actiori. · 

. ·_ ~13. Pa~_a,~o~~tCY..-. We have already intimated, in the 
CO¥rs~ Q~ o11r ~xam~J?,a.,tion <>f tpe _st~~~:t:t~e p~ ,t~~ ,cWitr-{11 
e~.~.c~t~y9,_o~r a~c~J>tanc.e <>f tp_e Co~s~on~s .sugge~t~on ~at 
!h~. ~x~r~-~~~ 9_f p~,ramountcy _shol:l.l~ .n? lcmger be a functwn · 
9f·~~!!.~!JV~.~.e.~t pf Jn~}i~ .. W~ p_r~p~se now to disCUSS the 
s~g~es1tiOl}. ~ ,so~.e -ci~ta~ ,. . . · . . 

4,t ~e iQ¥~et w_e. ;acqept the important 'distinction made 
by ~the ::St~,t:u.ta:-ry: . CoiD.mission P.etween the exercise of para- · 
:rppnntcy o~ ~the o11:e hand and, on the other, th~ normal treat- · 
ment of .matters :which are of !common concern to the States 
· Allil 'tp ~Ij~h ]nd{a·. · It is only in respect of the former that 
the . Conuriission ':recommend that the· Viceroy should he 
sta.tu~Q-,t:ily .. ves1ted \with ~the functions now exercised by the 
~.o;ver~ent ,of India ; and the Princes themselves ask for 
p~p.jng.more. The object of the proposed transfer ;is not to 

~);lf}n_ge but to .pe,rpetu~te .the present location of responsibility 
wj~~ ~the. agents of the Cro:wn, and -the need for it arises partly 
f~q:Ql 1~he anticipate~ increase of the responsibility or respon­
,shre~ess .~f .the .Governor General in Council to .the British 
~p~ian legis~ature, and partly from the fornrql~t~on <>f 
th~ ide~l.of ;a 1federated Ip~ia. 'Vhatever legal or coustitu­
~i~n.~l .arguments Ipight be advanced ·to the contrary, :it :is .in 
practice .esscl!ti~l that .the obligations of the Crown tow-ards 
the Indian States should continue to be discharged through an 
~ge11t w_hom the Crown i,s able fully. to control. At the same 
tt~u;, ·.as the ,Commission point out, .it i~ in' the la&t degr~e 
i:wpr9b~ble th~t .~he States would ,ever assent to the idea of a 
federalassociation, whose democratically controlled executive 
~olil~ ~.l.aim :to ~ercise :rights'.of paramountcy over 1them­
s~~ves .. Any invasions or ·limitations of the autonomy of 
~ne ~t~tes :must .c9me ;not .f~o~ the Government .of British 
~~4~~, .but Jrom the r~presentative of the .British .Crown, to 
~;h.QP,I a:Ione ~the Princes admit allegiance. . · ·· 

· We have a~ously c?nsid~red whe~h:er ~~ _p~j~ct .. as 
defined.above could be achieved by any means less drastic 
than -those advocated iP~ itP.e .In~i,an ~.States Committee--ana 
the Statutory Com~s..suq~. Q~r ,OP.!~ion that there is no 
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satisfae~ory t!lternative is not entirely uria.nirilbu.s; One of 
us holds the view that the arrangeineht, · under . Wliicili ·.the 
exercise of paramountcy is constitutionally vested in· the 
_Go"Vern<?r General in Council, should not be disturbed, except 
to the extent of providing that those members of tlie Governor 
General's Council, who may in future be· responsible to~.tha 
central !egislatnre, should be specifically. de;barreJ . from 
participation in the . dispo_sal of such . business~ Ih .·other 
words he considers that, in the event of .the:introduction of 
dyarchy into the central Govermrient, all matters relating ..fp 
paramountcy should be . classified as ' reserved.';'<. If, 
howe\·er; the c~ntral Government is to be unitary, subject .to 
the reservation of overriding powers for. the .Governor 
General personally in oertain matters,_ . the . exe:Tcit3e . 
of paramountcy should, in his view, undoubtedly be: a 
matter in which the Governor General should possess: arich 
powers subje~t only to the control bf ·. the Seeretar.y~,: of 
State. He further considers that, if his views as slliiliriari2;e'd 
above do not ineet with acceptance by His ~fajesty's Govern­
ment and if members of the Governor Genenil's Council;arc 
to be rel,ieved of all responsibility in regard to the functions . 
of paramountcy, that responsibility should be 't'ested hi the 
Govcn1or General rather than in the ·Viceroy. In~ urging · 
this view (which for reasons explained below the'<remainder 
of us are unable to endorse) he is actuated by the feaf:.that,. 
if at some future date the offices of. Viceroy and: Governor 
General were to become distinct arid to be h'eld·by:two 
separate persons,_ baffiin* · an~·.undes.irable .·· eomp~~cations· 
nught ensne. H1s general attitude: towards . the: •Whole 
que.stion is that the contemplated change involves·-a. veey 
drastic separation befween British Illdia and the:' States, 
which is calculated to render th'eir eventual fusion mo1'e. 
difficult than WOuld Otherwise be the' ease. , -I 

'Ve realize that this iatter vie\v is held.. in co'nsidePa.b\y 
stro~g:er foTnl in other !Illa.rte~S al~o,_ a~d, that t~e~~-~e*iS~~~~a 
susp1c10n that the vesting of the funcbon·s of. paramourilcy 
in the Viceroy must, and ihay e-\ien ha\re be~n, e:kpiJes~ly 
designed to, hamper and ·delay the :Progress of' India '1is ·:a. 
whole towards true autonomy. 'Ve ·doubt, however, whether 
this suspicion would be dispelled by the adoption of the coln­
promise favoured by our colleague. The dyarchic arrange­
~ent which he contemplates ~'"D~ld be tt.t' vari~nc~ with· Qur. 
Ideas as to the future consbtuhon. ana funchomng of_ the 
Governor Ge1ieral 's Council, and. could, at th-e best, be. only ,a 
temporary makeshift which would avoid rather than·solve the 
ess,ential problem. The alternative proposal that the right~ of 
the Princes should be safeguardc~d by the vesting of over­
n\ling powers in the Governor G(mcral .is open_ to the objeetion .. 
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that it would afford the legislature a constitutional Zocv.~ 
standi in a sphere which, as our colleague himself admits, 
ought to be reserved for Parliament and the Crown, and woulrl 
create a position with wide possibilities of friction and mis­
understanding. Finally, both alternatives would entirely fail 

· to satisfy the 'Princes, whose hopes for the future are centred 
in the solution which we are advocating. We consider that 
that solution tends to unity rather than to dissidence. We re­
gard it, in fact, as by no means inconceivable that the sur· 

.. render of the functions, of paramountcy to a democratically 
-controlled Government of India would lead in no short space 
·cof .thD.e to ·open defiance of the latter, and perhaps even to 
hostilities. It may be argued that the Government of India 
is not ;yet democratically controlled, and that the change 
;which we are advocating might well be postponed until that· 
contingency lms arisen. We would . reply that we are 
·satisfied that any such delay would be dangerous. The 
influence of the legislature· upon the central Government is 
already sufficiently great· to justify the misgivings which the 
States entertain. Nor is any one likely to argue that th~y 
are mistaken· in anticipating that it will rapidly increase. 

·So long as this constitutional question remains op{m it will 
be a focus f}f controversy and friction, and the postponement 
to some future time of a dec--ision which we regard as in­

. evitable will only increase the difficulty of its eventual app~i­
·cation. If it is defended and enforced now on the grounds 
',which-we have described above, we trust that public opinion 
·may be brought to realize that it is not so comprehensive or 
disturbing a measure as it has been represented in some 
quarters to be. In all matters, where British Indian inter­
ests are concerned, British India will, as at present, have · 
full constitutional opportunities for expressing, and, with 
due regard to the rights of the States, enforcing her desires. 
And even in affairs internal to the States there will be no-

. thing to prevent the Viceroy, if he so wishes, from obtaining 
the opinion of his Council in any matters which, by reason 
of their nature or intrinsic importance, seem to require 
scrutiny from the British Indian standpoint. 

It will he observed that we have, in the foregoing 
observations, been at pains to use the term 'Viceroy ' in 
preference to that of ' Governor General'. It is, in fact, 

. our considered opinion that the Governor General should 
hereafter be appointe~ under the dual designation of 
Viceroy and Governor General, and that his functions in 
regard to the exercise of paramountcy should be statutorilv · 
v:ested ·in him under the former de.signation. The argt{­
ments on which this proposal is based, though in part 
sentimental, appear to us to be cogent. It ·is on the King 
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Emperor that the loyal senti.."llents of .. the•Indian·Princes·are 
centred, and it is towards the Viceroy, as His Majest}:'s 
representatiYe rather than as. the Governor General of India, . 
that they feel tha_t respect and devotion which is so valuable 
a factor in our dealing~ with them. , ·. ·. ~ 

214. Matters of common concern.-With regard to mat­
terR of common concern the Commission make three definite 
proposals, namely, that a list should b~ prepared of those ~t-· · 
ters which are of common concern to the States and to Bnqs~­
lndia; that there should be included in the.· preamble to 
anv new Government of India Act a recital which would put. 
tJn· rccllrd the desire fo develop that closer association between 
tbe Indian States and British India which is the_motive force 
behind all dib't!ussions of an eventual· federal union·;: and 
that provision be made for th~ creation of a· Coun­
cil for Greater India_ for the purpose of joint consultation on 
nu\tters of common concern included in the list. , · · . · 

'Ve support these three suggestions, but make the fol: 
lowing general observations. The list of matters of eom-. 
mon concern is to include from the outset thirteen matters 
whi,·h cover a large portion of the range of the Government 
of India. Defence is a noticeable omission,· presumably ·in: 
accord with the Commission's recommendations to remove the . 
administration of the army from the Government of India, anq_ 
to constitute a committee on army affairs on which the States' · 
mig !It be given representation. The list is to be included m 
a schedule to the Act a:td the matters inc!udc<l ill it will 
re'1uire to be brought up for joint deliberation. 'rhe require­
ment uf joint deliberation imposes a restriction upon the free· 
action or the Government of India, but we take note that the 
list is to be made in consultation and by agreenten_i. · · 

· We have no objecti~n to a ~recital in, the pre~ble which . 
merely places on record a desire for closer co-operation in 
the future. But in the -form given to the recital* hi ; the 
report there is approval of the principle of joint deliberation 
on lllhtt~rs of common concern at the discretion of the States. 
We conceive that the form of the recital Will be deteniuned 
Ly the e'mclusions reached as to the nature· and functions of· 
tlw Cmmcil for Greater India. Representation on the Council 
may he regarded as participation in a mutual JJrivilege but 
the \·iew may be taken that its creatioh imposes a co~titu­
tional limitation on. the free ·action of the G-overnment. of 
British India. The implications of the recital proposed by 
the Commission are that while British India is given no dis­
erctbn and must submit to discussion of its_fnncti'?n.s, so·fat_. 

•v oitme n, para. 236. · 
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as they fall within the ljst of matters of common concern,- for 
the.Statt!~ submission is optional. No Indian State need come 
within the scheme, unless it so desires. 

~ . . . . 
. · 215. The Council for Greater India.-The provisio~ for 

the Council for Greater India is a statutory discretion iu the 
Crown fo create the Council for. purposes of consultation •.. We 
have no particular comments to make on the suggested com­
position of the Council, or on the proportions proposed 
respectively for the representation of the States and of 
British India. 'Ve think it probable, however, that on prac-

. tical gr'>tmds it might be necessary to increase its total mem­
bersllip to not less than 60, of whom ab·out 20 might be re­
presentatives of the ,States. As to the scope of tlJ.e functions 
of. the .Council, the power given to the Vict..itoy to certify 
from time to time such otper matters as he may consider 
suitable for _consideration by the Council introduces elasticity', 
but the demand· might be made from the British India side 
that additions to the list should be made only by rule. · 'V c T 

agree: that the functions of the Council should be consulta­
tiYe tmly, but in some respects the consequential proposals• 
made by the Commission induce misgiving. Instead of re­
porting to the . central legislature and to the Chamber of 
Princes, amore suitable arrangement might be that it shonld 
advise·: the· ·Viceroy and Governor General. ln the second 

·JJltice we are doubtful whether the Council should possess 
. -the ·ad·ministrative power of · appointing committee~ of in~ 

vestigalion and report. Lastly, since the Council is itself to 
be composed of mixed elements we are not entirely satisfied 
of t11e need of any provision for meetings of a joint com­
mittee drawn from the Council and from the C(:ntral 
lcgisln hue~ · 

These however are matters of detail susceptible of ad: 
justment by discussion. In the meantime we repeat our gene­
ral agreement ''ith the Commission's suggestions. We re­
gard them as a valuable contribution to current political 
thoitgl1t on an exceedingly difficult problem, and we trust tha' 
they may attract support both from the Princes and from the 
representatives 'of British India at the Round Table Confel·-
ence~ · 

, : . 216. Economic and financial relations.-Before we leave 
the .. p_roblem of relations with the St.ates ·we take this oppor­
tunity to refer to developments outside the recommendations 
9f. the Commission. It is well known that for some years past 
tl1e States have been claiming a share in the customs revenue 
~f the Government of India. These claims were presented in 

•v ol1:1-me II, para. 237. 
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~onsiderable detail before the Indian States Committee, which 
reconunended that an· expert committee should be appointe<l< 
to enquire into the reasonable claims of the States, or group8 
of States, to a share in the customs revenue, as also into any ' 
reasonahle claims under other heads, and at the same time il~­
vestigate the adequacy of the contributions of, the States' to 
Imperial burdens. Subs,equent to the publication· of ·the rc..:' 
port of the Indian States Committee, the claiin of. the States · 
has developed into something wider and more. comprehensive 
than a request for a share in. the customs revenue of British 
India. They ask in effect for a survey of the whole field of 
their financial and economic relations with the Government of 
India. . · · · . · · ·, .. · .·;· .-, 

~ r • • ·> ,. • ~-~·,~--\~l. ~1',.-

•. · In their report• the Indian States Committe~ :rejected 
the contention of the Princes that the iri.direct.taxatiou of their 
subjects by. ineans of our customs -tariff is ultra vir~s Jrom 
.the point of view of international law .p.nd partakes- of ~he 
nahue of a transit duty. Our own exhaqstive-examination~qf 
the claims. put forward has failed to reveal any · grou:qd Q~ 
which relief can be claimed as a matter. of rightj either.under 
1reaty ohiigations or from past practice ; and our br'oad c9n~ 
clmdon haE: been that the question is· but'· one aspect: of t}le · 
many-sided problem of the political evolution of India and-of 
the future relations, especially the future financial relatiens, 
between the Government of India and the Indian States. ' 'Ve 
baYe, however, long been conscious that, from the point of 
view of equity, the operation of the customs tariff- has :pro~ · 
vided the States, or at anJ rate some of the _most important 
among them~ with what they believe to be a grievaJice. · There 
i~ the further consideration that for the ·reasons anticipated 
in S.ir 'Valter Layton's scheme, the burdens: imposed on the 

· States through this indirect taxation· of ·their subjectS:. may . 
],ccom<! heavier in the near future~ · ~ .· · · .:. ,, ·· · , · , ·· -, · .· 

· ~17~ The need for a solution.-Apart however ;from. cori- · 
siderations of equity, there are now new arguments _o( even 
greater. practical importance which in our view necessitate 
au earlv review of our financial relations with: the. Indian · 
States .. Tn the first place such a review seem8 to follow in­
evitably upon the proposal that the Viceroy and. not the . 
Governor General in Council -should be th.e sol~ agent of tl1e 
f!Town for the exercise of paramountcl. over the States .. ~f 
this proposal is approved J3ritish Indi '\ may maintain· .that 
its. own legitimate revenues should not be called upon·· to 

·defray the expenses of this new relationship. We· anticipate 
therefore that it may become, necessary. to have a completely 

• separate " political " budget dir~ctly financed,· so far as "may 
- · · · · - · ·_ ~--J?a:ra: s1. -. ,-~--~~- .- ····· 
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be found possible, from the contributions of States and their 
·subjects, which at present" fall to British Indian revenues . 
. ' . ··Secondly, thotigh we are, as we have stated, in full agree· 
men1 with that portion• of the Statutory Commission's repon 
which recommends the creation of a Council for Greater India 
for 1hc treatment, in a consultative capacity, of matter~ 
of all-lndia,concem, we think that the consultations of such 
a Council would have much more reality and practical usefnl­
nessif th~ States·had a definite financial interest in that por­
tion ·of the agenda which relates to the indirP~~t tax&tion of 
their subjects. · 
,. Th~ third and most important consideration is that 
the natural and harmonious development of the financial and ' . . . . 
economic programm:e, suggested by the Statutory Commission 
_f(tr expanding the .resources of British India, would he much 
more effe~tively. pursued if the co-operation. of the States 

.could. bP. assured. Sir Walter Layton hast •~xpressed the 
'opinion _that, if his proposals are to succeed, "some means 
_must be. found of harmonizing financial policy in the two 
·sections of the country."· · . . . 

' 218. The possibilities of conflict.-In our view the require­
ments of the future will demand· such a harmony not only 
.in.th~ sphere of finance and taxation, but also in such matters 
as legislation affecting ·the conditions of industry. For 
example unless the co-operation of the States can be secured, 
there is a real danger-that the absence of restrictive Factory 
·Acts may attract industries to the Indian States to the detri­
ment of British India. In the sphere of finance and taxation 
.the need ·for uniformity of practice between British India 
and the States is becoming increasingly important.· 'l,here is 
the obvious case of the income-tax, in regard to which a dis-· 
parity of rates may lead to a removal of business from British 
India, a danger which becomes greater as the rates of income­
tax increase. Again the development of ports in certain 
mm;itime . .States has· raised· questions, which concern not only 
our sea customs revenues but also the c.onflicting interests 
of traders in various parts of India. In so far as the customs 
revenues~ are_ concerned,. we have taken such action· as 
appeared to us necessary and justifiable for the protection of 
· our interests, but such mPnsnTes cannot fail to be attended . 
by: friction, controversy, and administrative inconvenience, 
ancl .we should greatly prefer an agreed settlement, which 
woald remove all obstacles to the natural and harmonious 
development of India's communications by· s~a and land. 
Lastly, jf_ "''e are in future to develop our financial resource! 

•volume II, pam. 237. t Volume II, para. 315. 
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by t·e~vrt to new all-India excises of the nature·contempl;~ted. 
hy Sir Vv alter Layton, the co-operation of the States will be 
t~ssential. 'l1lis need can be easily established by a· single 
illust.raHon~ If the manufacture of matches were to be'· per­
mitted without excise restrictions in State territory, the con­
sumption of untaxed matches in British India on a very-large 
scale wonlu inevitably follow, and no system of customs . 
barriers could be deveJoped on a sufficiently wide scale· at a 
sufficiently reasonable cost to 'prevent that ·conseqnenc~. -·· 

. 219.* An economic union.-,Ve have given this briefsttite~ 
ment of an impending problem. in order to indicate that, when 
discussion turns on ways and means to bring about an :asso­
ciation between British India and· the States, the matters .at 
issue are not academic. Important practical considerations 
are involved. The financial and economic issues. already 
raised between the two component parts of _Greater_ In~ia 
necessitate early solu,tion. We do not claim to have formed 
decided views. The whole question ·must inevitably be· con­
sidered at the Rou;nd Table Conference, when representatives 
of the Btates and of British India will have equal oppor­
tunities of expressing themselves. We can' at this stage do 
little more than put forward certain principles· which appear 
to us likely to govern the case. · · ' -

In the first place, there ·can be no diminuti~n by; .the 
Governnwnt of their right to lev~ ·and retain custom;; duties 
ou Etll goods imported at .British India ports, 'even- though 
destined for consumption in Indian States. But the Govern.,. 
ment of India can in our opinion properly agree to revi(}~. the 
pm~ition on equitable ·grounds, for the reason that tho.c~stoma·· 
revenue and import duties have in_ rec.ent years come. to bear 
a substantially different significance to that which they hbre 
when the original treaties. and arrangem~nts with the States 
were settled. · ! ~ ' · · · 

Secondly, if consent be given to take futo acco~t ~~ri­
siderations of equity in a review of the customs situation, it 
should be counterbalanced. by a simultaiu~ous review of the 
position as regards the States' 'contribution to the· cost of, 
dl•fence and of other Imperial services, which relieve. the 
~tates of expenditure or contribute directly or indirectly to 
their benefit. Financial investigations would· therefore cover 
the whole field of claims by the States· 4gainst British' India 
revenues, and counterbalancing- claims · by British . India 
against the States. 

\Vhen the accounts of both sides have been. drawn up, 
some States may be found to have a credit balance; othf!rs 
may be found to be making less than a proportion~te contri-· 
bution to Imperial burdens.' Foi this . reason, :ito financial· 



~198 

• settlement should be made with individual States that does 
not have regard to the entire account. Each settlement must 

. be an .integral ·part of a general settlement between British 
India and the States as a whole. Further, before any financial 
settlement b~ entered into, the States concerned should bind 
themselves, to the adoption of a policy uniform with British 
India, in regard to such matters as commercial and industrial 

. legislation,. the level· of their excise duties, and the rate of 
their income-tax. The proceeds of such uniform taxation, 
including customs duties collected bv maritime States at their 
ports,' should be credited into a common pool with a view to 

:its .. ultimate distribution on such equitable principle_ as may 
be agreed upon, and there_ should be full facilities for inf"pec­
tion by an all-India inspectorate staff, in the recruitment and 
"control <?f which the States would have a share. . 
. ~-= II} _-n_o.·.case" would r.et1·ospective ~ffect be given to ai1y 

r _fina.nci~l ~e.ttlenient."or part. ther~ot.: . : · · -· ~ 
.. ' • J' • ~ • .. 

·. 220. ·A set~ement by agreement.-W e set out these broad 
__ principles for• general consideration. "\Ve recognize that con­
troversial issues are raised, but the problem is pressing, aud 

-it is ,essential that such solution as may be reached should 
carryrconviction on both· sides, in the States and in British 
_India, that the interests of neither· have been ignored or 
.sacrificed.· •. It seems to us that the best occasion for reaching 
P.n a~r-eement satisfying this condition will be afforded by 
_the forthcoming Rourid Table_ Conference, and we recommend 
-that every advantage should be takeJ} of the opportunity. lf 
tbere were to be complete· agreement as regards principles, it 
Vfpulclt·emain only in the case of each State to translate those 
principles into terms of. a· financial settlement: .A second 
alternative, .the possibility of which we do not exclude, 
·would be an agreement between the representatives of the 
States un the one side and of British India on the other, that 
the whole question -of the future financial and ~conomic 
1elations should be referred to an arbitral trilmnal, wlwse 
decision would 11e accepted as bipding on both parties. 

THE HOME GOVERNMENT. 
· · · · 221. The eXecutive authority of the Secretary of State.­

Jn an earlier portion of this despatch _we have describe:d 1he 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the mc~mberH 
of tl1e central Cabinet should be appointed by the Governor 
General. We haye sought to show in what way such an 
arran~emr~nt will affect the relations of the executive with 
the legislature, and to suggest how the recommendations 

· of the Tn,dian Statutory Commission might be developed 
jnto-a wor~ing partnershiJ\hi administration in India. When 

\ 
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wo proce.ed to consider more ·closely how a· central· Cabinet. 
resting on such a basis should be related to authoritj·· : in 
England, we think that the general tenor of the t·ecom­
menuations of the Indian Statutorv Commission: involves 
thnt the Secretary of State shall in future exercise over ·the. 
Government of India only a power of superintendenc.e~--diree . ..: 
tion and control. 'v e consider it of some iniportance. to· 
place beyond possibility of doubt· a position which. to· some · 
minds may appear obvious, for the "doctrine of agency:" 
has at times been strongly pressed. I:q. earlier years, thh; doe· 
trine encouraged a tendency to bring the ,·Viceroy into the 

•same relation to the Secretary· of State· as that in· which ·an 
Alnbassador · or :Minister at a foreign court stands-: to .. · the 
Secretary of State for Foreign Affairs, and it was_ relied uporr 
by Lord :Morley in asserting for the Secretary. ·of. State' the: 
extreme po,1wr of giving direct orders to every offic~rin J;ndia: 
from the Governor General to the humblest __ s_erya11:t <?.f _G~~~-
crmmmt in· the districts. · 

• • •. • t •• • • ~ • 1 ' • -

In future, according to the recorm:itendations· .. _of.,:tll..e, 
Indiau Statutory Commission, the power to ,appoint the mcm:: 
l1ers of his Cabinet, alike in provinces and a( the ·centr~, 
would re~t with the head of the administration. This. a pi. 
pears to Involve that th~ Governor General and Governors 
w0uld conduct the administration with. adVice .from ·memb,~rs 
of· their Cabinets and . rinder. the .. control,. greater or~ less; ·.of 
the Crown .. Provincial Cabinets would, save· for, the! ove·r~ 
riding powers of Governors~ and a limited. superintendeuc£!: 
from 1 he centre, be subject only to control by. prodneiai 
Jegislatures. As· regards the centre, ·" •the executive '.' 
say the Commission, " will to an inc~easing . degree. be 
re8ponRh~e to the will of the federal rep_resentative~ ~~-,( . 
Such an · arrangement in our· view would -. seem. , tq. 
preclude the retention by the Serretary of State of a primaty 
power of administration devolved upon him from the Crowri.~ 
The fufqre co~stitutional position in the presence of ~xecu­
tive Governments so constituted· would' naturally be :tluit 
the adJJ1inistra tion would become vested· . in the . ·Crown,' 
and exerrisable at the centre bv the Governor General and 
in pro,inces by the Governor, but subject to such superintend­
ence and control on behalf of the Crown as ~ght in each ease; 
be found appropriate. The scope of ihe authority pf the Sec-_.­
!'etary of State wonlcl then he two-fold. lFirst, he would 'be, 
the adviser of the Crown, or, if devolution were made to him, 
the first· executive authority for matters removed from .the 
jurisdiction of the Government of India. For instance, the 
original authbrity for the making of treaties, ihe exercise 9f -- . . •Volume II, para. 179: 



paramountcy, the contraction of loans of particular kinds, aitd 
the recruitment of certain services might vest in the Secre­
tary of State. • But his duties of this nature would be limited 
to the 11articular matters; specifically removed from the gene­
ral tle'Volution of authority from the Crown to the Governor 

. Generai or the Governor. Second, the Secretary of State 
wonld exercise powers of superintendence, direction and con­
trol ovc:r heads of administrations, corresponding to tl1e obli­
gations laid upon them . 

• ,_..; • j,. .. • 

} , 222. The Secretary of State's powers .of superintendence, 
direction and control-We have already explained how our, 
conviction of the necessity for a partnership between Britain 
and India has led ris to the conclusion that Parliament shculd 
consent to- specify the purposes for which alone it will assert 
its· authority in the administration of India. We are accord-
-ingly unable to accept what we take to be implicit in the 
•recumme:i1dations "Ot the Indian Statutory Commission~ 
namely, that the Governor General in Council must in terms 
continue to be subject to the undefined control of the Secre­
tary· of St~te, but that in practice the intervention of the 
Secretary of State should depend very largely upon the atti-

. ·tude of Parliament. In regard to provincial administration 
we agree that t'' it should no longer be open to the See1·etary 
of State to issue orders on matters which are of no concern 
ontside the province itself, other than the limited class in 
regard ·to which special powers are reserved to the 

·Governor". We agree also that at. the centre the personal 
powe.rs of the Governor General should be placed under the 
unrestricted control of the CroWn. But it is implicit in our 
t·ecomrpendation for a specification of the purposes of 
Parliament that both the Governor General's special powers,­
and also the Secretary of State's powers of superinteudtm~e, 
direction and control, should have no other extension than 
these purposes. 

223. The power of appropria.tion.-The disposition of 
executive authority, which we have just suggested, has its 
natural parallel in the field of finance. It implies a corres­
ponding disposition of powers of appropriation. At prescmt 
the revenues of India vest in the Crown. In theory all appro­
priatioJa is subject to the control of the Secretary of State 
in ··Council and requires the concurrence of the Council of 
I11dia .. But rule. and practice have brought about a wide de­
partuiie from the theoretical position. In regard to voted 
expenditure the power of appropriation has passed to thE~ 
legisla~ures in India and to the Governors and the Governor 

\Volume II, para. 351. t Volume II, para. 350. 
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Oericral, and in t·egard to non-~Toted expenditure ·is·· excrcis~d 
by the· Governments· in· India. ·Provincial Goverrl.nients, . in 
eonsequence of the devolution of authority an~ 'the allocation 
of revenues made to them, do not require the ·previous· sane- . 
tion oi the Secretary of State or of the· Council· of· :India 
befo1·e approaching their legislative councils for voted supply, 
or appropriating moneys for non-voted _ex_penditure. _The 
Oo\"i~Inment of. India, however, are required to-' submit their 
annual proposals for appropriation for. the· previous''sanction 
of tlHl Sc·(~retary of State and the Council. of India;' receiving 
for uon-voted eXJ)enditure authority to··make · the-'iwc~ss1:try 
avpropriation, and for voted expenditure what is, ~in; :effect, 
:penniHsion to ohtain "rhat supply they. ·canl fr9m::·'.t1ie 
Assembly. This position we regard as · admiirlstrative•y 
neither necessary nor convenient. If the Govemor' ·Geiieral 
is to be made by statute primarily responsible "for . .Ilis Majes­
ty's Government in India with· advice· from ·meri:tbers'·'of,·:a 
Cabinet which he will himself select, the power of av:Propria­
tion Rhc.mld in the first instance and by' statute lie wifh' hiin,'tirid 
his legislature.· This necessity will be· the more· appa':tent' if . 
Parliame11t Hcccpt tl1e propriety and wisdom of:defiuing~tlie. 
purposes for which it will control the· 'Government ·of India. 
For if the interest of the Secretary of State~is~ Umiled' tdtne 
fulfilment of these purposes, it would seem niinecessaryJhi;tt 
he should concern himself with the details of· the:. Indian 
budget, or that the whole annual scheme ·of Indian~ finance 
should be subjected to close and meticulous control ·· .: · · ·: ·_, ·: 

. ' '. . . ; ., ~ ·_.. :• ~ ~ ~ 

224. Method of sp~cification of ·the· powers ·or. the. Secre- · 
tary of State.-\Ve have already described in· this• despatch 
certain purpvses which Parliament will be .interested··,• to 
secure. It is not possible in: the circumstances irt~which :this 
despatch is written to explore the whole field. ·The· formu- · 

· iation of precise and exhaustive prescriptions' is: a matter 'fo 
be undertake11 at greater leisure. But our conception of 
partnersl1ip demands that: Parliamentary purposes should 
bn ·~upabto of definiti.on. Our argument would; ·~th~refore, 
be incomplete if we did not show that, as we consider· desir-: 
al1le, ~pedfication of the functions of the Secretary of State 
is· likely to prove feasible, and if we gave 'no indication;· of 
lines on which it might proceed. 'Ve ga.the~· that the lilcfuin . 
Statutory· Commission, although like ou~selves. ·the): ·.were 
unable to pursue a detailed enquiry, regarded it as' not ini­
posE-iblc that such a definition should be ·mad~.·· For thny 
make the following remarks : .,, It may be ~hat fields· of 
administration can be mapped out, in wjllch it can be said 
with confidence that. no question -\\ill arise upon which· His . ' . 
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:Majesty's Goven1ment would f~l bound to reserve to itself 
the :final decision, notwithstanding the agreement of the Gov­
ernment of India and the Indian legislature. We cannot 
·ourselves suggest one and are, therefore, unable to recom­
. mend any extension of the principles of the ' fiscal (~onvcn­
tion '"· 'Ve ourselves approach the problem from n some­
what different angle, having regard rathe.r to general [lUl'­
poses, which must be secured by Parliament in whatevt:r field 
·of administration they arise, than to particular subjects 

. which· can be made immune from ·Or liable to Parliamentary 
, intervention. But we recognize that a. demarcation which 

seeks to give to Indian administration the fullest reasonable 
degree of freedom. from external control, must, even if it 
starts from broad principles, descend to-,the consideration of 

. particular functions. The distinction will. be pe!'haps more 
clear if we consider the methods by which the necessary 
specification could be made. Three methods have suggested 
themselves to us, namely positive enactment, statutory rules, 

. and some form of declaration, possibly made by the Secretary 
·'of State and accepted by Parliament. The method of positjve 
enactment·appears to us to be unsuitable, because our aim is 
to define· the purposes of intervention in such a way that they 
may. be capable of changing as circumstances permit in the 
direction of greater freedom in the Government of lndia. 

:The method of declaration may be appropriate for purposes 
of illustration,. and in order to set forth the spirit which will 
animate the operation of formal provisions. But we would 
not expect it by itself to prove s~fficient, for the differen-
tiation which we seek must,. we anticipate, be placed ulti­
mately on. a statutory basis, if Indian opinion is to have ~de­
quate assurance. Such a basis might, as in the past, be 
found in statutory rules. · We do not contemplate that these 
1·ules would effect a tripartite classification of subjects, 
adding to the existing classification of functions as cenhal 
and provincial a third category of Parliamentary subjects. 

·The existing classification proceeds from the assumption that 
all functions of government, with certain exceptions, are 
exercised by authorities in India, and arranges these func-

.. tions in central and provincial compartments. What we 
would seek to do is, while respecting that almost exhaustive 
allocation of functions to authority in India, to define the 
objects for which Parliamentary intervention in central 
administration may be practised, whatever function of 
government may be concerned. It would seem to follow that 
an appropriate method of specification would be to draw the 
statutory rules in a broad and general form with referencu to 
the purposes of intervention, and if it lvere found necessanr 
to hring them into close relation to the classified functions o"'f . . 
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government to amplify the rules by some- subsidiary dcclB.ra­
tion, illustrating or it might be limiting the application of the 
8everal rules to the several functions . 

. 225. Statutory rules.-A precedent for what we Heek may 
he found in the existing rules under ·section 19A of tl1e Gov­
ernment of India Act, relaxing the powers of the Secretary_ 
of State to control the administration of transferred subjects 
in provinces. These rules are broad definitions of certain' 
purposes •Jf control, and, so far as we are aware,· their- trans­
lation iut,l detailed practice has been attended with little diffi­
culty. In the central field, however, which we are now con­
sidering, the purposes to be secured are more important and 
more perva~ive of the administration. We have given such 
<·onsideration us time permitted to an exploration· of Jhe 
ground to be covered, and in the portions of this despatch 
dealing with central finance and with · commerce · we . have 
explained in 8ome detail the Views which we entertain.- We 
are not, however, in a position to draft the rules which we 
woulcl regard as suitable. We can at present do no more 
than suggest categories of interests in the hope that our 
object at this stage, namely, to show_ that specification is 
likely to prove feasible, will be thereby attained. Tv that' 
end, and with a desire to assist the fuller investigation 
which we recommend, we suggest the following:- . . . 

(1 _) the administration of subjects . entrusted· to the 
Secretary of State·; .. · 

(2) the defence of India against·external aggression;' 
(3) Imperial interests including foreign· affairs·; · ' 

. . .. ' 

(4) questions arising between India and other parts 9f 
. tbe British Empire ; -. 

(5) international obligations, or any obligation arising 
from an arrangement. within _the Empire, to 
which India is a party, or which is ·otherwise 
bilH.ling upon India ; · 

(6) the conditions of internal security ; ' , ' 
(7) the :financial stability and credit of India, and th8 

fulfilment of existing obligations; · 
(8) the protection of minorities ; 
(9) the .av~id~nc~ of unfaij.t econotWc and commercial 

dtscrmunabon; . · 
(10) the rights of services recruited by the Secretary 

of State; ... 
(11) the maintenance of the constitution. 

· 226. Interpretation of the rules.-What degree of 
elaboration the necessary r11les would require in order to cor-_ 
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relate them to particular subjects would to some extent 
depend on the assurances which particular interesttS such as 
minorities and established commerce and industry might 
:r:easonably require, 'and on th_e. extent to which in practice it 
niight be 'fou:Qd desirable to have a more detailed .exposition 
o~ Parliamentary control. ."\V e ourselves would prefer that 
just as the rules under section 19A were in· provinces trans­
lated into administrative practice without difficulty, so the 
broad rules we propose for the cenh'e should be left to their 
natural, ·operation without any formal elaboration. But if 
su.ch elal:Joration were· found necessary, for instance, in the 
fields. of finance. and of commerce, we think that a method 
of ·aescriptiori and jllustration would be appropriate. 'Ve 

. wo~ld deprecate anything of the nature of codification, for it 
would 'i:n our view be unfortunate if any document in elabo-

. ratio;n o'f the rules came to be looked upon as a. digest of 
powers which ordinarily must be exercised. The road fo dis­
continuance of control is best laid open by stopping short at 
rules. broadly . expressedf and by giving to any subsidiary 
~~~nit~o~, '~hould such be necessary, a permissive form . 

. ·~. : .227,; ~The 'Council of 'India as an independent authority:­
Its :fina.ncial veto.-lf we have succeeded in establishing the 
.true' ·ooii~titutional position tha't authority of administration 
and appropriation·may be directly devolvedupon the Governor 
General, ~aud that the Secretary of State would then occupy u 
position from which he may exercise specified control, it 
r~mai~s t9 enquire whether there is -room for a third statu­
tory iridepe.ndent authority. ·.There is a strong body of 
()pinion hi India 'which regards the Council of India as super­
fluops, ·or e~en as an. obstacle to political advance.· Those 
.who hold these views might fairly maintain that the prin­
<:~:ples·.·on ·which Ol~r proposals are based preclude the ret~n­
hon ul the Council. For, they would argue, where Parlia­
mentary purposes were involved the Council of India would 
be out of place, and where they were not involved, it W<·nld 

· not be necessary, since the Indian legislature would be in a 
po~ition to protect itself. 

- . 
The functions ·of the Council fall into two classes. It 

tenders ad, .. ice to the Secretacy of State. In certain ·matters 
it _grants or withhold.s assent without which action cannot be 
taken. 'V e shall deal presently with the Council of India as 
an advisory body. For the moment we are .concerned with 
its;position as an authority independent of Parliamentand the 
Government of India, exercising a veto over expenditure and 
over variations in conditions of service. We agree with the 
Indian Statutory Commission in considering the financial 
veto of the Council to be of moment only in regard to non~ 



votable expenditure, and for the protection ,of tlie intereSts, 
of India against claims by departments of the Home Govern-· 
ment. We, therefore, see no justification for the retention··of' · 
the veto in· regard to finallcial proposals emanating from the· 
Government of India, and would not favour its conti.riuarice 
e~ccpt for use on occasions when Parliament proposes to inter­
vene in Indian administration. There is force·in the observa"' 
tiou •>f the S~atutori Commission that, if military exp{mditure 
we1·e deternuned by ag~eement at a fixed sum,· there would be 
little. advantage in retaining the veto. We have .elsewhere 
proposed that supply for qefence should be fixed and--aeter~ 
mined at intervals by a special procedure. · If. ·that courso 
were adopted, there might be little necessity for retaining tha . 
veto of Council. But whatever the decision may be ~regarding 
appropriations for defence, we would prefer that the principle 
of arbitration should be established, and that_ , differences 
between His :Majesty's Government ·and the· Goveniment of 
India in regard to 11on-votable expenditure should ·be settled 
by negotiation and, if 1iecessary, by adjudicatiQn. i We ·are, 
therefore, inclined to. the view· tliat the future constitution 
would leave little room for the Council of India as .an. inde­
·pendent authority with power . over appropriations, .. and we 
anticipate that any such differences of opinion as might arise 
betwl·en the two Governments could he settled iri a. ulliniler 
more consonant with the freedom, which the Govermn~nt of· 
India may suitably enjoy. - . '· . · . ': · . · .. 

1
." 

. ~ ·:i • ' ,. ' ' ' : . 

. . . • . ; ·, ,, . t ~ • !" 

228. The same.-Its control of service conditions.-· '"fhe 
second ·function of the Council of Indiaras .an independent . 
authority is ·its control over the rules governing the service~. · 
in India. In this regard we observe, . first, :that according · 
111 th~ l>l'Oposa]s of the Conmiission the; scope of -this func-.' 
tion will in· future be much restricted. In the seco!Jd place · 
the eonc~rn of. the Council of India is with rules altering ... 
conditions of service, and not with the application of these. 
rules to indh·idual cases. Nevertheless, fhe protection which . 
the functions assigned to the Council of India have .a:fforcle({, 
in the past has be~n highly valued· by. the services, and th~. ' 
maintenance of some protection of this kind may considerably. 
affect the flow of recruitment and the peace of mind of:~hose.­
still in service in India. We consider that the Secr~t~Ij of 
State will continue to require adviee in re,g:ard to the·seTVices. 
and that that advice must be of a kind -which will command 
service confidence. We do not, .how~ver, .. feel convin~d. ,that . 
protection must be given by the existing methods 'or <that., 
merely in the interests of a comparatively' small numb~r _.of. 
services the Council of India should be retained as an authority, · 
l'Onlpetent t.o "ithstand the wishes of the·Government of India·· 
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and of His Majesty's Government. "\Ve would prefer a method 
whereby the Secretary of State in these matters was statu­
torily required 'to consult a body containing those who had 
recent. experience of service conditions in India am.l rccog­
:rtized a convention that their advice would .not ordin,.·uily be 
disregarded. For these reasons, if the alternative suggestio:qs 
which we have made prove to be c;lpable of adoption, we are 
prepared to ~ee the disappearance of the· Council as a. body 
indepen_dent of Parliament mid the legislatures in India. 

229. The Council as an advisory body.-· As an advisory 
· body the Council of India has apt>eared to many observers 
to be somewhat ineffective, and to others to encourage a ten­
dency to do over again at Whitehall work which has been 
done· in India in closer relations to .. actual conditions. The 
Secretary . of State is' under no obligation to convene the· 
Council oftener than once a month, to attend its meetings or 
to accept its advice, and it is generally believed that succes­
Etive Secretaries of State have in very unequal degree avail­
ed themselves of the assistance which the Council is able to 
afford. If, as WE' hope, Parliament is prepared to specify 
.the purposes _of its interYention, the Secretary of State '\ill 
require advice in a more limitml range ·of subjects than in · 
the past, and- it is possible that the advice which he would 
require will not always imply the need for Indian experience . 
. He will continue to stand in need of advice in military :rqat­
ters.- . Equally important is the advice which he should 
receive .in rega.rd to finance.. "\\'"" e have already indicated that 
on servit•P mJ:Jtft'rs bP should have recent experience of ser­
vice.condition~ in India upon which he would call. We are 
not, however, convinced that the need for advice will justify 
statutory provision· for a corporate body of advisers, and we 
would indeed be inclined to think that the financial · advice 
should be obtained from a special committee smaller than the 
Council, and composed exclusively of persons in close contact 
with the practical finance of the day. But the method by 
which the 'Secretary of State may obtain advice is not a 
matter with which we are primarily concerned, and we •would 
here only stress the necessity that he should have suitable• 
expert advisers in regard to services, finance; and military 
problems, and that their experience, when it is Indian, shou]d 
be recent. . 

GEN~JRAL RESULTS. 

~30. B~~~h India a political ent~ty.-So J?Uch br way of 
detaded cnbCism and recommendation the time at our dis-
posal has permitted and our duty has seemed to us to require. 
In another portion of this despatch we have ·set out the 
principles which in our view Rhonld govern advance. We 



201 

ha \'C aeeenteJ the principles of a growing constitution 
and of an ultimate federatiQn of all-India, and we have hi. 
various places del-'crihed ·our proposals for ·a partnership oo:.. 
tween India and Great Britain in the administration of British 
India. . Observing scrupulously the pronotmcements ·. which 
have iti the past been made on behalf of Parliament in regard 
to the nature and pace of reform, and endeavouring to appre­
ciate and pay due respect to Indian desires,· we have never- . 
thelef's adopted no rigid mould into which ttte new constitu..: 
tion of India should be forced. At the outset we described· 
the demand of· Indian public -opinion in relation to the an­
nouncement made by His ~Jxcellency. the Viceroy and Governor· 
Oeucral on the 31Rt October 1929 declaring the attainment of 
dominion status to he " the natural issue of India's· consti­
tutional ·progress.", and recorded our. opinion that, the 
broadest reasons of Imperial policy rendered it imperative .to 
&;pare no efforts, and even to· take some risks, in. order to 
arrive at a constitutional solution which might carry the 
:-;nhstantihl a.ssent of reasonable Indian thought. · ·.- . 

~rlw rAe:ommendations of the Indian Statutory Cominis·· 
:-;ion as to the provincial constitutions, with which in general 
we agree, represent · a . generous response· to the· popular 
demand for provincial autonomy. rrhey contain withili them­
selves the means of increasing adaptation to local circum­
~tances, and to the wishes of those who will be charged with . 
the trusk of working the constitution that . the Commission 
have outlined. Our prOJJOsals, for the centre,· in amplifica­
tion of the phm put forward by the Commission, have been 
designed with a double purpose. On the one hand we have 

·sought to examine the means by which the relations between 
executive a11d legislature can be established on a basis' which 
offen:; a reasonable rhance of harmony in working.· On the 
other we have endeavoured to point the way to action that' 
may now he taken to place upon the c-onstitution. the first, 
but definite, impress of dominion status. If we read ,histbry . 
aright, it is exactly in this way ·that each and all of the 
Dominions have attained to constitutional nationhood. 
. · Accepting the recommendations. of the. Commission that 
the members of the central Ca~inet should be appointed by the 
Governor General, we have drawn what appeared to .us the 
consequeniial inference that the exercise of the functions for 
the Government of India, which reside (n the Crown; shouild 
be directly devolved upon the Governor General, and that 
therewith should go the power to appropriate the revenues of 
India. We think it right to · ~tate clearly that . if. thiR 
were done the· Government of India would no longer- merely 
he the agent of the Secretary of State.~ For the first time it 
would possess a distinct individuality. It. would, it is true, 
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~be·within specified limits under the control of His .Majesty's 
. Government. but it is of the essence of our proposals that 
"that control should be of such a nature as to establish partner­
f;bip in place of suhordination. rl,he Government of India 
would then be a distinct entity, capable or actii1g in domestic 
matters. on its own initiative and, within the ambit of its tm-

. controlled powers, free to pursue its own policy. Vis-a-vis 
the Dominions and foreign countTies, it would occupy the 
new position which growing freedom in -the conduct or 

.external.afiairs would connote. 'fhat it would not be an 
entirely independent Government is due fo circumstances, 
internal and extenml to· India, which are generally familiar 
and whi(~h invest the problem with such peculiar difliculty. 
But while we are hound to suggest mea.ns by which. provision 
can Tie umde· for the period· of transition which must elapse 

before the-complete fulfilment of British purpose, as declared 
·in the announcem.ents made· on behalf of His :Majesty's 
Government, we would set no artificial or .statutory harrier 
to the natural evolution we desire to see. \Ve believe that 
the gre~ter part of Indian opinion will be ready to recognize 
the spec~.al interests of Parliament, provided that Great 
Britain· on her side is prepared by action to show that she 
does not falter in her desire to invest India with the con­
.stitutio~l .. ~tatus . that she ~:;eeks, and that her political 
development-appears to us to justify. "\Ve woul(J accordingly 
hope. that if our suggestion~ are placed ·at the disposal of 
the -Conference, they may be of some assistance to those 
on whom will rest a hemry 1·esponsibility, and the result of 
whose labours all who can measure the issues that are 
involved will anxiously await. 

'V e have the honour to be, 

Sm, 

. Your most obedient, humble servants, 
(Sd.) IRWIN. · 

, W. R. BIRD,VOOD. 
,, 

" 
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, 
, 

G. RAINY. 

J. CRERAR. 

GEORGE SCHUS'l'l!IH. 

B. L. !liTTE-R • 

FAZL-I-HUSAIN. 

J. W. BHORE. 



APPENDIX L 

NoTE BY TnE CENTRAL BoARDoFREVENlm·oN.CUSTo:Ms ('Vide PA&.&..-251 . 
• oF VoL. II oF THE REPORT oF THE b.TDIAN STATU~&Y CoMMISSION) . .: . · 

Reven'U6' Prospecb· (C?Qtoms) .. 
. .... 

Paragraph 251 of Volume II of the· report purports to aeaf wit1i 
eentral revenues in general, but, _apart from a passing reference to 
growing income~tax receipts, Sir Walter Layton's discussion is con­
tinrd to the customs revenue. In this paragraph he Illakes no defi .. 
nite estimate of its future growth, but in paragraph 2~9 (page 252), 
lie £Stimates an annual expansion of i crore; on. the assumption ihat 
llurma will be separated, and that import duty· at existing rates will 
be charged on imports from Hurma. We propose to dlscuS.s para..!. 
graph 251, first of all,. without reference to the effect of _separation..;: .· 

. - . . . ~" 

2. Sir Walter Layton b~gfns- by- referring to the effect of"'moD:~ 
BOOn failures on the revenue. He then refers to certain projects whieh 
should liave a stimulating effect. He quotes certain figures·exempli.: 
iying recent growth of trade, and. deduces that expansion will· be' 
more rapid in the iuture-. He s.ounds a note· of warning as·regards. 
the existing tariff w hieh he- thinks may be· aoave· tfie point o:f '~ dimi;;.... 
nishing returns '' on some articles, and· refer& finally to the depre~ 
ing effect of higli protective tariffs on the- revenue_. . we- proPose. to~ 
consider :- - . o 

(tl How far the figures which Sir Walte:r Layton quotes ar.e-
reliable. · 

- - . .,._ ... ~ 
· (ii) How far the· conclusions which li.e ·draws ftoni: these-: 

figures and from other considerations· are jUstified. 
. ' ., ,, 

(iii) To what items we can reasonably look for·e:x:Pansion;an<f: 
to what extent. · ' 

( iv) What factors are likely to interfere ~ith normal grO~· .. 
We propose to deal with the· advisability of t(!aucing some or· our 
rates of duty in a separate note. 

3. The only figures Sir Walter Layton lias quoted in· support o:r 
his views are those at the foot of page 221, which ar~ taken from t~e 
Review of the Trade of fudia for 1928'-29 published by the Director 
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Gene'ral of Commercial Intelligence. The table from which he quotes: 
is the followi.rig :-

(In crores of Rupees.) 

1913- 1920:... 192i- 1922- 1923- 1924- 192-~ i926-- 1927- 1928--
...._....._. 14. 21. 22 ... 23. 24 ... 25. 26. 21~ 2S. 29", . I 

" -. 

1m porta .. 183 142 124 138 120 137 143 156 181 19<1' . 
\ ~ -

.l:xports , ... 244 1'72 182 214 ~0 250 24~ 228 24& 200 

-
Total tmde in 421 314 306 352 360 387' 389 384 42~ 450' 

pterchandise, 
exduding re-
ex-ports,· 

: 
.. .. 

In this table the value of ·imports (and exports) for each year is ex .. 
·pressed on the \lasis of the declared values for goods under the same 
lead fol'! 1913-14; go that the tabl~ compares the volume of trade in# 
stead of its total value~ It Would be a very laborious task to attempt 

· to eheck all the :Director General's figures, which only purport to be 
rough approximations, but· we have worked out, independently, esti~ 
mates for the 1923-2'4 and 1928-29 imports based on 1913-14 prices. 
1he method we have adopted is to divide the Trade Returns into two 

-sets of· heads~ 
. · ('a} Th6se lor w:hieh qttantiti~ are recorded for' all three years 

1913-14, 1923-24, and 1928 .. 29 ; 
- (o)· Others. 

· We :have ealeulated values on the 1!l13--t4 oasfs for eac"h important 
·- kead tfildel" (tt) for' ~acb of t:he years 1923-24, and 1928'-29, and have 
then compared the resultant totals for (a) with the actual recorded· 
-.a111es and reduced the actual totals under (b) in the same ratio. 
· 4. Tne following taole ·compares the results of ou:r calculations 

with the Director General's figures :-

------- HH3--14 .. 1923-24. 1928-29~ 
' . .. 

Crores. Crores Crores. 

·r .. . . 128 158 164 

. (b) ~ -~ .,. 55 70 89' 
.Aetu&Je. ... ~ ...... 

Tota.l .,. 183 228 253-' 

r(a) ... .,. .128 84 117 

(b) •• .. 55 38 64 
Results on 1913-U l>asis 1 . Total .. 183 122 181 

Director General's results on 1~13-14 basis .. 183 1201 190 
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These resulfs, r~aehed independently and possibly by different 1• 

n1ethods, are in sufficiently close agreement to justify reliance on the­
Director General's figures to the extent that we· may assume (a)~ 
that the volume of. trade has increased since 1923-24 by about 00 per 
cent. to approximately pre-war level, (b) that the rise· in these s~. 
years was continuous, and (c) that it was most rapid between 1926-27, 
and 1927-28. 

5. The existing pr~)jeets which Sir Walte:r: Layton·, considers will 
pro'ride an additional stimulus to the import trade are,. (.a) inigatio:a 
schemes, (b) railway extensions; (c) road improvements and exten­
r.ions, and (d) construction of: ·harbours.· In the present .«ate- of 
'\\·orld-markets, with almost universal over-production of agrieoltural 
:products and very low prices, it seems doubtful whethe~ the bringing 
of additional areas under cultivation is likely to make fo:e any g1eat 
improvement in the import trade. The value of lndia Js exports ot · 
•• Orain, pulse, and flour " has fallen from 65 crares. in 19:&4-25 · t<1 .. 
3-t crores in 1928-29. In fact if we take t&ett values ( i.e.1 after deduct..· 
ing the value of imported grain) there was a difference of no less 
than 41 m-ores. With this difficulty in marketing it seems highly.~- · 
likely that increased production of grain in India will stimulate. im­
ports. The demand for·Indian·cotton or oil.:.Seeds Jlas shOwn: no t(m-. 
dency to increase in recent years; and everything seeni.s to _point to a 
long series of lean years for countries whose exports are Iriainly. agri-
cultural. · - · -- · - .. 

.... ' 't " -~ • 

6. We understand·that the present railway programme is normaL 
That is to say that it must be treated Its one of the ordinary·factors 
in the growth of trade, and not likely to. be_ any more effective in the 
next ten years than in the past ten. It does not constitute a reason, 
for anticipating a more rapid growth than in the .immediate ·past. 
Road improvements and extensions will necessarily have a direct effect; 
on our reYenue from cars, tyres, and petrol, b1,1t · improved internal 
transport facilities can do little to stimUlate trade so Ion~f as .the· 
~xtemal demand for agricultural products remains weak: ' ~he cpn~ 
struction of new harbours should have· a slightly stimulating effect, 
but it must not be forgotten that they will very largely .be sharing in 
the trade of existing harbours at the outset. . . · · . ,. . ·. 

7. We now tum to the inferences to be draWn. from _the figures 
which Sir Walter Layton has quoted from the Review of the Trade. of 
India (paragraph 4 above). He assumes without further investiga­
tion that the volume of trade will continue to gr:ow, and ignores cer­
tain very important considerations. The first o·f · these is that it is 
only the revenue from specific duties which is directly proportional to 
the volume of trade. For ad valorem duties we have to look to the 
''alue and not to the volume. We .~ave also ·,~o remember. that our 
import trade includes a large proportion of dut_x..free goods. We pro­
cet>d to examine our import revenue in more detail, and for this pur-
pose we propose to omit- · · · 

(a) Salt, 
(b) Government Stores, 
_(c) Kerosene and. PetroL 



Olll" re11sons for e%cluding kerosene and petrol are that it is uselesa 
'to consider the import,. and e:xcise duties separately. 'Ve shall, there­
fore, deal with th~m together in a later paragraph.,. 

· · 8. In the foliowing table we show how our revenue was derived · 
· in 19'.!3-2:1, and 1929-30. · 

1923-24.. 1929-30~ ' 
Lakhs.. La.khs .. 

· Dttty on Government stores .... •.•. . 55 5l 

J?uty ori kerosene and petrol .. ll4i. l8t 

Specific duties (revenue) .... . • .. "lS:J _J,422! 

Specific duties (protective) 247 241 

.Ad valorem duties 1,979 2,191 

.. Total import duties (excluding salt) 3,178 4,092' 

It is instructive to compare this table with the following table which. 
shows, the values under the various groups :-

. ~ . 
1923-24. 1929-30 .. 

· · .. · Lakhs. ~ Lakhs. 

Government stores •• • 957 891 

Kerosene and petrOl •• • • 442 618 

_G~_liable to specific dl}.ties 3,684 4,01.2 I 

·Free goods • • 2,829 3,439 

Gobds liable to ad valorem duties • • 15,696 15,877 

·· Total • • • 23,608 24,837 

' 9. The increase of 639 lakhs in specific duties (revenue) is un­
doubtedly due alm.'ost entirely to the fall in prices. Sugar alone has 
contributed 537 lakhs towards this figure, tobacco is responsible for a 
further 60 lak..hs, and liquor for 28 lakhs. Sugar has reached a very 
low price-level and has recently been subjected to an additional duty. 
A substantial portion of. the increase under tobacco is due to the 
raising of the rate on unmanufactured tobacco. At the old rate the 
1929-30 revenue would have been 35 lakhs less. Prices have fallen 
considerably and are not likely to fall much more, so that we cannot 
look for much additional revenue under this head. In any case the 
tobacco revenue will have to be considered in conjunction with the 
tobacco excise, if introduced. There has been no steady rise in the 
liquor duties. The following are the figures for the last eight 
years:-

1922-23 
1923-24 
1924~25 

1925-26 
1926-27 
1927-28 
1928-29 

·1929-30 
. . 
•• 

.. 

. . 

.. . . 
• • 
•• 

. -.. 
•• 
•• . . 
•• .. 
.... 

Lakhs. 
235 
226 
250 
254 .. 261 

•• 256 .. 
•• 252 
•• 251 



213 

The additional indireet taxation on liquors imposed by the provinces 
has served and will continue to seh-e to prevent any substantial in-~ 
erease under this head. It cannot, therefore, be said that recent , 
figures suggest any substantial improvement in our revenue- from, 
specific duties. The IJ.ewer specific protective duties will ilo doubt. 
secure additional revenue at first, but eventually they- are bound to: · 
lead to a reduction, if the protection achieves its aim. 

10. It i~ very significant to note that, although ad valorem 'dn.ties: 
have increased by nearly 12 per cent_. the value of the goods on.which _ 
they are assessed has only risen hy a little more than one· per~ cent. 
This reflects the reduction -in. the trades in cotton ·yarn and .piece­
goods on which rates of duty were low; and a corresponding. increase 
in other trades, particularly motor vehicles. Nearly half the increase 
in the revenue from ad valorem duties is accounted for by= the trade­
in motor vehicles and accessories. We shall revert to this point later. 
'\\·e will merely emphasize here that in 1929-30, apart from motor- . 
vehicles and tyres, India has actually spent less on imported· gOods· 
assessed ad valorem than in 1923-24. The small increase in the . 
rrvenue is due to the ehange in distribution among cOmmodWes, a · 
tendency which is not likely to develop much further .. : Th" figut~ 
therefore, give no ground for anticipating a. steady increase in t.h& . 
future. · · · · · 

11. It seems to us tllat in order to maie· any forecast·· for th«f • 
future, on the basis of past experience, what we have to look to is the . 
amount of wealth that has been available for the purchas~ of imported 
commodities, that is to- say the total duty-paid value of imported 
goods. In the following table are displayed figlires for ten years 
which we consider highly significant. · They include all mer.chand,ise 
except GoTernment stores and treasure. · · · · · · · · · · · · -

'Value Duty Total 
crores.. crores. . crores. 

- ; 

356~' 1920-21 333' 23. 
1921-22. 265. 28' 293 

1922-23 23I 3.f 265 

1923-2! 227 3Z_ . •'259. 

1924-25 .... 245 3$ 283 
1925-26' 226' 38' _261 

1926-27 230' .• 39" 269 
1927-28' 248 -: 3!1 287 
1928-29' 232' 41 293 

1929-30' .. • 239' 4I \'. 280 _ 
It. cannot be said tliat tliese figures eonfain any eviaerree- of a steady 
rise in purchasing power. Nor do tlie figures Cor our export trade 
furnish any ~ry great encouragement'. For the last sev-en years the 
~olume· of the export trade lias remained at about pre-war level (see 
table in paragraph 3), and the total value of exports has fallen from 
349 erores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 311 m 
1929-30. . 
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: 12. W.e hav~ examined the returns carefully to see if there nre 
any trades, particularly trades of {ecent growth, which hold out pro­
mise of continued and specially rapid increase. Our revenue from 
einematograph films is still only 5 lakhs annually and its growth bas 
been retarded by the increasing proportion of. films made in India. 
The only promising trade of any magnitude is the trade. in motor 
vehicles, accessories, and fnel. Our revenue from these trades is dis-
played in the following statement :- · ; , 

, (In lakha of Rupees.) 
. 

1923-24. 1924-25. 192.5-26. 1926-27. 1927-28. 192S.29. 1929-30. 

< ' 

'~ -. -, 
Ra. Ra. Ra. Rs. Rs. Re. Rt. .. . . 

l1otor4' vehiclea .. '18 .. i5 llS 123 112t 135 13) 

Tyree . . 29 . - 28 46 39 3ot 33 S1 .. .. 
-

PE!trol (excise) . •• 65 '19 'l7 96 .. 121 155 282' 

Petrol {customs) •• .. .. .. . . .. .. 16 -
Total {motor trades.} 172. 192 241 

/ 
2U8 2.6~ 323 46€1 

LeSs one--third of_~ 
I 

rol dutios eredlt<d l .• 
w the. road-fund .. . .. .. ... .. . .. - 9{P 

· Net •a .. ... . . .. .. . . 361 

13. Chang~s in the rates of duty, falling prices, and the erection· 
t>f assembly plarits in Bombay tend to disguise the real growth of th(} 
trades. The figures for · ty:res, moreover, are affected by the mu~h 
greater durability of tyres produeedo during the past three or four 
years. The eonsumption of petrol is the fairest indication of the 
growth of these trades. - The. rate of duty was lowered from six annas 

' to four annas·from 1925--26~ and again raised to six annas from 192!J-
30. At the fuur a:nna rate the :reYenue from petrQ! would have 
been-

1923-24 
1924-25 
1925-26 
1925-27 
1927-28 
1928-29 
1929-30 

- ... 

... 
, ... 

..... 

Lakh•. 

44. 
53-
·"71 
96 

121 
155 
19!1. 

Per entage 
increase. 

20 
45 
25 
26 
28 
28 

These fig!Jl"es are apprO'xima.te-. Tbe Re-venu& Betnrns dO' not separate motor 
and accessories assessable at 15% from other vehicles and accessories simila.rlf 

The Trade Returns, on the other hand, lump together a.U m.Jtor a.ccess:-~ri es. 
whether essed at 15% or at 20%. 

t Du w :reduced from 3G to.20o/00 
l Duty n pneumatic tyres. reduced to 15%. P:~:evious fig:u:res tor pneuma.~ic ty'res. 

ooly. 
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These figures suggest an increa~ of 28 per cent. in the petrol revenue , 
annually. . . . . · . . . 

It. If we take the 1929-30 nett petrol-revenue at 2 crores, the . 
figures for the next ten years at this rate of increase would be:- ·. · · · · . ,... -· - ~ 

1930-31 

1931-32 

1932-33 

1933-34 

1934-35 

1935-36 

1936-37 

1937-38 

1938-39 

1939-40 

.... 
•• . . 
... 
... 
•• 

•• 

•• 
•• 

•• 

. . 

. . 
•• 
•• .. 
•• .. 

•• 

•• .. 
. .. 

••• 

•• . . 

.. 

.. . 

_lakks. 

256 

328 
-.418 . 

534, 

'680 

858 

1,080 

•• 113.82 

·.·~ 1,7!9 
.. 2!~~~-

i.e.,' ptus 2,060 

with half these amounts accruing annual!y to the -road funil"': "Tina 
estimate is undoubtedly much too high ; we, therefore, give below aD: · 
estimate based on an annual increase of 15 per cent. It is, we..suggest, . 
reasonable to take a percentage increase each year rather than a .fixed 
amount, since the expenditure on roads will grow with the nett re· 
venue. ·- ··' 

1930-31 

1931-32 

1932-33 

1933-34: 

193-l-35 

1935-36 

1936-37 

1937-38 

1938-39 

1939-40 

• • .. I 

.. 

.. 

.. 
•• 

.. .. 
I _f' 

•• 

•• 

•• 
••• 

. .. 
... 
•• 

.... 

. 

... 
•• 
. . ... 
•• 

.... 
.. . 

:.:• 

. . ~ . 

._ ... 

.. 
}. 

Lakhs~ 
230 ,. 

"274·-~·· 

··305. : 
'347 : -

398 

458 

529 
605 

. ' 
... - . 695 

.... . 800 

.. i.e., plus 600 . -. 

.. 

15. Cars are imported partly in replac~~nt of cars scrapped. 
If we assume that the proportion of vehicles im'{>orted.to those sera~ 
ped is constant, the number imported in any year should be· rougltlv 
proportional to the increase in the petrol consumption, which again 
is assumed to be proportional to the consumption in the prenous year. 
Tyre consumption should also be roughly proportional to petrol con­
sumption so that bv 1939-40 we should be getting four tiines (131 ~ 

. ~7) lakh~, i.e.l an ad<J.!t!onal 504: ~~ !Vhicl~ !\ith the 60Q 1~ on 
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l'etrol give a total of 1,104 lakhs. Sir Walter Layton credits Burman 
·consumption with 25j215ths of the present petrol excise. Applying 
this figure, which appears reasonable, to the total that has been arrived 
at above, we obtain f9r India, excluding Burma, an increase of 976 
lakhs. 

I 

16. The above estimate is based on the very arbitrary assumption 
that we shall have an average annual increase of·15 per cent. in the 
petrol consumptiQn. We have suggested reasons .why a percentage 
increase is more likely than a fixed increase, but we may compare our 
result with that of an annual fixed increase of 44'lakhs which repre­
·sents the difference (at 4 annas· a gallon)' between the 1928-29, and 
192~30 receipts. This would give us .in ten years an additional 

·revenue of 440 lakhs from petrol. A similar increase of 220 per cent. 
on cars and tyres ~ould give us an additional 370 lakhs, i.e., a total of 
810 of which the. share· of .India (excluding Burma) would be 716 
lakhs. . 

- ·'i7~ We have still to consider the kerosene duties. The following 
table shows .the revenue for lhe past seven years :...:..:. 

t 

\.. -
. 

Cu 

E 

Stoma •• 

xcise •• 
. Total 

•• 

. . 

.. 

1923-24. 1924-25. 1925-26. 

Ra. Ra. Ra • 

102 114 127 

95 98 98 

197 -~12 225 
I 

' 

1926-27. 1927-28. 1928-29. 1929-30. 

Rs. Rs. Rs. Rs. 

102 149 163 164 

'.105 97 92 98 

• I 207 • ~4G 255 262 

-
There has been aii annual increase of approximately 11 lakhsl almost 
all derived from· customs revenue. This is equivalent to an. mcrease 
in annual consumption of 7 million gallons or, say, 6.2 millions in 
British India alone .. The increase in consumption, in British India 
between 1913-14, and 1928-29 was 51 niillio~ gallons, an average of 
3.4 millions annually. A fair estimate. for the future would be 5 
million gallons per annum, and if it is decided eventually to equalize 
the excise and cri.stoms rates 'of duty (say at 2 annas per gallon) we 
may take 10 million annas, i.e., 6t lakhs, as the average increase for 

· the next ten years, i.e., about 62 lakhs increase by .1939-40. . . 
. 18. To summarize, we s:u.ggest the following as likely increases in 

customs revenue, including the two excises which are classified as 
cu~toms revenue :---

From kerosene • • • • 
From motor and allied trades (including petrol) 

· Froin other sources •• 

Total •• 

Crores. 
0.6 
9.8 
nil. 

10.4 
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If the assumption made in paragraph 16 is given preference over that· 
in paragraph 15, the estimate will be reduced to 7.8 crores. . 

19. There remain to be considez:ed the effecis of extraneous fu,. 
fluences on the revenue. The most important of these are-:. 

(a) ,Scanty rainfall, 

(b) Decreased purchasing power resulting frolll oth;r f~~ of -. 
taxation, -

(c) Political unrest. 

The motor and allied trades are mnong those least likely.t~ su.ffer_from­
any of these influences, and we believe our estimate to be cautious' 
enough to provide for risks under the first two heads •. The third head; · 
must necessarily remain an unknown quantity. Our· estimate for .. 
kerosene also errs on the cautious side and may, we think, be accepted 
as allowing for set-backs. Similarly, we shall not be unduly timid if. 
we assume no decrease under the customs reyenues. Serious political ' 
disturbances may, of course, completely upset these calcUlations,. but; -
they should not do so unless they are S9 serious as t0'alter radically 
the system of government for which these financial arrangements are 
mtended to provide. - . . .. 
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APPENDIX II. 

ExTRACT FROM A NOTE BY THE sENIOR MEMBER OF THE CENTRAL BoARD 
OF REVENl!E ON THE LOWERING OF THE TAXABLE MINIMUM, AND 
STEEPE'NL~G THE GRADATION OF INCOME-TAX. 

J. • . . • • • • • 

4. Lowering of taxable minimum.-(Paragraph 267). Sir 
Walter Layton suggests that the .exemption limits both for income-tax 

- and super-tax (Rs •. -2,000 and Rs. 60,000, respectively) are too high 
and ~honld be lowered, but has made no specific recommendation. The 
extmptiou limit for income-tax was raised to Rs. 500 in 1886, to 
Rs. 1,000 in 1903, and Rs. 2,000 in 1919. I do not suppose that any. 
body 'rould propose · that the limit should be placed lower than 

. Rs. 1,000. · If it were propose,d ·to lower the exemption limit, it seems 
to me tliat it would be difficult to resist a demand, which has been 
madl~ even under existing- conditions, that allowances should be given 
for wives and children. As the 'raxation Enquiry Committee 
obser,·ed, practical1y e'·ery taxpayer hi India is married, whereas in 
England •there is a ·large number of unmarried persons of both sexes 
who pay ·income-tax. Wit4 reference to Sir Walter Layton's sug­
gestion t11at the exemption limit for income-tax in India is hi~h, the 
absence of any allowance for wives or childrep. or for earned mcome 
must not be overlooked. .As a matter of fact, for a married man, 
even witho-gt ·children, the ·exemption limit in England (£22S) is 
highel' than the exemption limit in India. The exemption limit pro­
pos£.·d in the draft Ceylon Ordinance, it is interesting to note, is 
Rs. '2,400, and it provides for a personal allowance of Rs. 2,000, an 
allowance of Rs. 1,000 ,each for wife and family (whatever the num­
·ber of children),·and an earned income allowance of 115th of the in-
come, subject to a maximum allowance of Rs. 4,000. I presume that 
the economic conditions in Ceylon are not so very different from those 
in India, though probably the general standard of wealth is higher. 

5. It is also worth mentioning that although the assessable limit 
in the ease of a single person is somewhat higher in India than in 
England, the percentage taken as tax of the lower ineomes in India, 
if I may rely on the tables at the end of the draft Ceylon Ordi­
nance, which were prepa~ed by an expert f!_om Somerset House, id 
actually higher-and a great deal higher-· in the case of earned in· 
comes in India than in the United Kingdom, even if for the ptfrposes 
of comparison unmarried persons in the United Kingdom are taken. 
,he table shows the following percentages :-

.. Income--all earned. 

Income Rs. 2,400 

Income Rs. 2,500 

Income Rs. 3,000 

British India 
(all classes). · 

Rs. 
62.5 
65.16 

78.13 

United Kingdom 
(single persons). 

Rs. 
20 

28.33 

70 
Even where the income is all unearned, the tax on an income o~ 
Rs. 2,400 foJ; all c~a§ie~ o~ a~~ssee~ other ~n comp~n~e~ and ~e. 
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~istered nr.ms~ is .R~t 62.5 in- India ~gainst Rs. 60 for a· siligle person 
1n the Umtea Kingdom. · , 

6. The objections to introducing· allowanees for wives and child·.' .­
ren in Jndia are obvious. .As already. stated, they would be -ad­
missible to the vast -majority of individual tax .. payers~ and, therefore 
very costly. Great' difficulties would arise in applying such & system -
to the Hindu undivided family. It would probably be necessary to . 
giv£ it a higher exemption limit. There would be much more room · 
for fraud in connection with these allowances than in a country with 
a highly. developed system of registration of. marriages· and. births. · 
To check such frauds, " inquisitorial investigations" into the domE)Stie. 
affaizs of assessees would be necessaty. These would caus.e much 
work and intense friction. It is highly desirable to restrict the f>ody 
of disputable facts on which the Income-Tax Officer is required to 
pronounce lt decision, hnt .it would be quite unsafe in present ci:t' .. 
eurustanccs--in a large number of cases--to admit an assesse.e 's claim 
that he had a certain number of children without proof, or to accept 
evidenct~ ou such a point without verification. -This is probably why 
in the CPvlou Draft Ordinance a flat allowance for a family irrespec­
tive of it~ size was proposed. That would of course get_ ove~-- the diffi­
culty to some extent, but in a rather rough-and-ready manner ... 

'~~. ' 

7. Str.epening the gradation between- -Rs. . 5,000 and 
lls. 1,00/JOO·-(Paragrapk 267). Sir Walter Layton says that there · .. 
is considerable scope for the steepening of the progression of the 
rate of 1ax on incomes between Rs. 5,000 and Rs. 1,00,00Q. ~ We 
criticized a similar proposal of the Taxation Enquiry Committee in __ 

-our note, dated 25th December 1925. 'Ve. there pointed· out the · 
objections to imposing additional taxation in the particular zone that· · 
the CornmitteP.'s proposals affected, namely, .that including _incomes __ ·-­
between 15,000 and 29,999, at all events unle8s simultaneously an : ·. 
allowance were introduced on account of earned income, since most 
earned incomes (salaries and professional incomes} fall in that ~one, 
and incomes in that zone are mainly salaries or professional earnings._ 

8. At present the income-tax ·gradation stops at RS .. ~9:999. AU 
incomes of Rs. 40,000 and over pay the maximum r·ate ; at ·present 
()DC anna and 7 pies ir1 the rupee. · Sir· Walter· Layton·· apparently 
proposes both to steepen the present gradation from· Rs. 5,000 ·to 
Hs. 40,00() and also to continue this rising scale of rates up to a lakh. 
The maximum rate of income-tax will thus be very much· higher tha~ 
at pre~'t'nt and the present maximum will- be reached some-Where. be· 
low Rs. 40,000. Simultaneously, the super-tax limit is to be lowered 
to, say, Rs. 30,000 or even Rs~ 40,000, but 'the rates of s11per-tax on 
incomes _('xcceding one lakh a:re not to be increased. There will, it· · 
seems to me, be difficulties about companies ada firms. If the maxi­
mum 'rate of income-tax, whatever it may be, is imposed on .. all com .. 
par~ies and firms, there will be a large increase in the number of re .. 
funds owing to the extension of the gradation. If the maximum 
rate is not so imposed, it would be necessary not only to give refunds 
in some eases, but also to niake supplementary assessments in. others, 
for ex~_mplc, on shareholders in companies, a most undesirable compli .. 
eation. On the other hand, it may not be thought desirable to ~pose 



additional t~xation on the undistributed profits of companies, at aU 
events; and objection would, no doubt, be raised to imposing (though 
sut,ject to refun<D a very much higher rate of tax than the present 
maximum on petty :firms including all whose income. exceeded 
Rs. 1,000. Even at present rates we have been attacked on thia 
ground,· though', not always with understanding • .. ' • • • • • 
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.APPENDIX III. 
EsTIMATEs ACCORDING To Sm WALTER LAYTON's SCHEME. 

Oentral Revenue--

Customs .. 

Income-tax 

Salt 

Commercial stamps 

Other taxes 

Total taxes •• 

Railways (net) 

Opium (net) 

Currency and mint 
(net). 

Tributes from Indian 
States. 

Other receipts (net) .• 

Total 

_Statement L 

Central Government. 

Budget 
1929-30 1929-30 

(including (excluding 
Burma). Burma). 

• 51·22 

.16·60 

6·35 

1·19 

6·25 

2·35 

2·35 

•74: 

1·17 

88·22 

• 

47·91 

14·75 

69·75 

6·00 

2·35 

2·35 

·74 

1·17 

82·36 

1940-41 
(excluding 
Burma).· 

54·00(a) 

14·00(b) 

. ' 
(tZ) Growth of 
. rev-en:ue. N~7·50 
Loss of reve-
nue on fo- · .; ' 
reign liquor -1·50 · 

(b) Growth of· •: 
r~venue +5·00 

. . Transfer to 

2·00(c} 

1·09 

71·09 

6·00 

2·35 

1·32 ' 

, provinces • • ~-6•00 

.(c) The estimate in 
the body of the re­

' port is 1· 50, but 
the figure given in 

, thetableonpage361 
is +2·00 .... · .. · . 

81·50 1 . 
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' Budget 
I 1929-30 1929-30 1940-4:1 - (including (excluding (excluding 

Burma). Burma). Burma). 
,. .. 1,. 

-
Centra.] e:x:j,enditure-

Defence (net) .. 55·10 52·10 45·00v:t> (d) Saving of 7 crores 
-' 

'• anticipated. Of 
this 3 crores will be 

l>ebt "charge~ (net) •• · 12·14 10·14 10·14. absorbed by the 
growth of civil ex· 

Civil . administration . 111·56 '10·20 13·00(d) pendit11re. 
(net). ' 

.,.Loss on post office~ ir ... i •39 ·39 ·33 
· riga.tion, and forests 

,. 

, Cost of coll~tipn .. 3·32 3:12 3·12 
' 

.. 
, Civil work~ (net) .. 2·41 2·41 2·41 . . 

........... ; . ' " • 
·Pensions .. .. 2·78 • 2·48 2•48 . 

Other expen~ture ·52 ·52 •52 
,. • (net). ,, 

.•. 
Surplus from separa- ' 1·00 .. .. 

· · · · tion of Burma • . 
Surplus ... .. .. . . . 4·50 

• 
Total .. 88·22 82·36 81•50 

~ 

' 



-

Revenue. 

Land revenue 

Excise .. 
Stamps .. 
Registration 

Scheduled taxes 

Total taxes 

orests (ne~) 

igation (net) 

ther sources 

F 

lrr 

0 . 
Total 

Expenditure. 
a.nd revenue L 

.. 

. . 

. . 

.. 

.. 

.. 

.. 

.. 

.. 

.. 
and 

general adminis-
tra.tion •• .. 

olice .. . . 
ails and justice 

p 

J 

De 

p 

.. 
bt. .. 

ensions .. 
ducation E 

M edical and 
health .. 

. . 

. . 

.. 
public . . 

A grionlture and indus-
tries .. 

ivil works c 
0 ther .. 

Total 

urplus + s 
D eficit-

.. 

.. 

.. 

.. 

.. 

. . 
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Statement II. 

Provincial Estimates : 1929-$0. 

~ ~ I ..; :• .s:S 0 ... ..a 
~ 

..s 
~ a bO '§ cld 

~ 
1:1 

~ 
CD 

::-5 ~ &Xi ~ 

. 
6·21 5·12 3·24 7·10 2·82 1·75 

5·54 3·89 2·25 1:37 1·~0 1·90 

2·56 1·77 4•22 1·79 1·21 1·11 
,, 

·37 ·12 ·41 •14 ·09 . •18. 

. ·21 ·18 .. .. . . . .. . 
c ' - -- - ---- -

14·68 ll·Il 10·30 10·40 5·42 4·94 
-. ---.. 

·10 ·26 ·14 •24 ·04 ·01 
' 

·23 -·42 -·04 ·09 3·09 ~-05 

1·38 3·18 1·07 1·03 2·27 ·62 
-- - -16·39 14·13 ll·Il 11·76 10·82 5·52 
--1--- - "·' ' 

' 

2·83 2·97 1·91 2•46 1·59 1·02 

2·01 1·79 2·17 1·75 1·22 . •85 

1·33 ·99 1·49 1·.16 1·07 ·62 

1·01 2·06 -·01 ·63 -·22 .•02 
. "· 

·70 ·71 ·80. ·64 . ·36 ·30 

2·69 2·11 1·48 2·04 1·75 ·92 

1·44 ·91 1·00 ·68 ·81 ·54 

·66 ·33 ·41 ·54 ·73 ·28 
,. 

2·41 1·64 ·98 ·52 1·84 ·83 
. 

• 1·46 ·90 ·96 ·66 ·62.1 •49 - --------
16·54 14·41 ll·19 11·08 9·77 5·87 

-
.. . . . . +·68 +1·05 .. 

-·15 -·28 -o8 '. . . -·35 

~ 
0 

2·45 
,-

-. 
1·28 

·75 
... 

·08 . 
. ··~ .. ,, 

. 

4·56 --
·~6 

_:_.32 

•43 

4·83' . 

-. 
. 1·04 

·62 
' 

·44 

-·05 

·25 

·59 

·' 
·21 

~ 

·23-

·87 

:. ·34 

4·54 

+·29 

. . 

a 
c$, 
!Q 
Ill 

.""'l 

1·24' 

·64 

·22 

·03 

. ., . . ,, 
2·13 

.., .... 
~18 

-·0! 

Tot 
,._., 

-
29·9 

18·1 

3 

7 

3 13·6· 

.. 1· 42 

<~9 

.63·5 4 

1•13 
't.,. 

• 2•21 
~ . ~ ' 

·26 10·24 
..:......:;,_1 " 

2".5_: I ~7·12 
' 

~50 14·3,2 

~3o 10·-71 
,, ~' 

·l'i . 7·27 

.....:..-ol 3·4:3 
' 

·10 a~86 

·33 Il·91 

~-22 5:·~1 

~10 
1-

S·28 

·76 9·85 

·23 5·66 
-

2~70 76·10 

. 
.. 

+1·0~ .. 
..,....,14; ... 
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Statement III. 
Provincial Estimates 1940-41 • 

.. . 
~ ~ ~ 

. 
~ 0 - .0 a . 

i ~ -a b.O ·s .td ~ "' ~ . . 1:1 

~ l 0 

~. ~ ~ j:Q ~ ' ~ ~ 0 - -
.Bewnue. i . . 

Revenue as on pre· 
1~·39 14·13 11·11 ll·76 1()·82 'riouapage .. 5,52 4·83 2•56 77·1% 

1 . 
Income-tax on " per- .. . . 

sona.l income& ca) •• •87 1·55 1·64 ·56 ·53 ·40 •29 ·16 6·00 

Surcharge on income-
tax (a) .. 1 .. ·45. •89 ·66 •32 •27 •18 ··16 •07 3·00 

Income~t~ on agn- . . 
cultural. income (~) •90 ·50 •90 •90 ·'10 •40 ·40 ·30 5·00 

' -
Terminal taxes (c) .. 1•46 •66 1·63 1·57 •73 1•18 •49 ·28 8·00 

~· 

Provincial fund (c) •• 2·56 1•16 2·87 2·74 1·28 2·08 ·86 •45' 14·00 .. 

Total. •.. 22·63 18·89 18·81 17·85 14·33 9·76 7·03 3·82 113·1% .. . -·-
.,; Expenditure. · e 

EX.penditW.e as on pre- / 

viouapage 
·~· 

16·54 14·41 11·19 11·08 9·77 5·87 4·M 2·70 76·1() 

-
Surplus '•. ·~ 6·09 4·48 7·62 6·77 4·56 3·89 2·49 1·12 37·02 

(a) Distribution based on income-tax on personal incomes in 1928-29. 
(b) Guesswork. · 
(e) Distribution based on population. , 
(d) It is assumed that loss of revenue due to transfer of commercial stamp• 

· ( 1· 50) will be covered by the additional excise duty on Foreign Liquor. 
(e) It is usumed that normal growth of revenue \V'!ll cov.er normal growth. iD · 

• expenditure.. • · • · 



APPENDIX IV. 

STATEMENT SIIOWING TIIE ASSIGNMENTS TO TilE LOCAL GoVERNMENTS UNDER RULE 15 OF TilE DEVOLUTION RULE3 FOR TJIR 

Frovihces. 

1. Madras ... ... .. 
2. Bombay ~ ' ' .. 
3. l3cngal ... •.. • • . .. 

I o 

4:, 'United'Provinces •• •• 
i 

5. Punjab ...... ... •• 

6. Burm~ - . .; .. "- . . . 
'1. Bihar and Orissa. · . . . . . •• ·' r ~ , I 

s. Central Provinces ... . . 
9. Assam ... . -. . 

.. , . . . . 

YEAR 1921-22 TO 1928-29. • • 

1921-22.. 1922-23. 1923-24. 1924-25. 1925-26. 19~G-27. 1927-28. 1928-29. 

Rs. Rs. 

9,73,066 

14,07,000 US,31,085 

. . 
3,19,137 26;078 

.,_ . .. 5,74',955 

2,63,188 •• 

Rs. 

10,61,931 

. . 

. . 

4,08,808 

.··35,157 
..'"11 

Rs. Rs. 

1,52,671 4,43,404 

• • . . 
. . . . 

I 

2,04,544 3,29,445 

Rs. 

*,59,177 

. . 
\ .. 

4,08,058 

Rs. Rs. 

6,07,790 5,45,760 

. .. 

77,365 

5,31,379 4,03,527 

~,93,_989 8,99,009 13,79,472 15,39,684 12,22,182 .. 
61,937 2,86~259 ' 2,55,149 . .2,46,255 : . .2,32,383 ·3,23,581 3,32,'926 4,74,011 

' 
29,160 ' 1,49'.106 3,38,062 1,97,647 1,66,012 2,16,803 . 1,78,784 2.22,807 

' .. -~ 
1,ll),944 4,15,669: -5,53,60~ 5,29, 721 ,. 4,90,951 5,64,079 6,63,446 

1 



APPENDIX V. 

DUTY ·ON FOREIGN LIQUOR .('t'ide PARA. 291 OF THE REPORT OJ> TH:B 
INDIAN STATUTORY COMMISSION). . ' -

Sir Walter Layton's proposal is that the Government" of India 
should levy an import duly_ of 30 per cent. ad valorem o:q all foreign 
liquors, and. that it should be open to the provinces to levy such addi­
tional excises as_ they wish. The. practical implications of this, and 
·of similar proposals which involve handing over the taxation .of 
foreign liquors to provincial governments have been examined and 
there appear, prima facie, to be a number of obstacles in the way of 
any successful arrangement on these lines. , . . 

2. It is an essential feature of the proposals that the provincial 
·governments shQuld ·be free to . adopt any policy they wish in regard 

· to foreign liquor •. At .the .outset, therefore, the Government of India 
·would have to decide what '' foreign liquor '' should include. The 
main head" Liquors " in the tariff includes the following articles :-

. Average .. ' . ad valorem 
Serial . Articles •. Rate of duty. 

. . 
Duty in incidence 

No. lakhs. of duty 
·- ,-·· 

(1929-30). 
. -

% 
1 Ale and other fermented 8 anna.s per gallon .. 24 22 

·liquors • . . 
2 Denatured spirit. .. 7! perce~t. .. . . 1 71 
3 Perfumed spirits • .. Rs. 36 per ga.Ilon or 15 per 

cent. whichever is higher • 
6 44 

.... 
4 Preparations containing Rs. 30 per gallon or 15 per 

} spirit not tested • cent. whichever is higher. . . . . . . 
tested· Rs. 21-14-0 per proof gallon 20 Ditto .. 46 

or 15 per cent. whichever 
is higher • 

.. - . . 
Ditto 5 All other sorts of spirit. . 189 112 .. 

6 Sparkling winea ... Rs. 9 per gallon •• 
}15 . - 50 

7 Other wines ... .. , R6. 4-8-0 per ga.llon .. 
. 

. . 
' Total - 254 

" 

Ii the Government of India collected only a 30 ·per cent .. duty 
on those el~es on :which the incidence ~~cee~ ~at figure, and dutr - - - ..... 



227 

~t the present rates on other classes, the loss to the central revenues· 
would be::....:. 

Lakhs. 
1. Ale and other fermented liquors .. Nil • 

2. Denatured spirit •• ... . . Nil • 
3. Perfumed spirits •• .•. . . ' 1 
4. Preparations containing spirit • • . . 7 . 
5. All other sorts of spirit . . .. 138 

•• •• 6 6. Sparkling wines } .. ·-•• 
7. Other wines •.• -

' 152 •• Total 
~ 

4. The aboYe talJles give a fairly clear idea of what we have to ' 
deal with, but from the point of view of classification difficulties the · 
impc•rtant item is No. 4. This item includes spirituous drugs and 
medicaments, spirituous toilet and other preparations, and liquors 
and cordials, but not ordinary spirits like whisky, gin, etc., of which 
"obscuration " is small. These ordinary potable spirits are assessed 
under class 5, but the rate of duty on the two classes is the· same in 
order that the revenue under class 5 may be protected. Now, .for. 
the purpose of the local excises class 5 (spirits), and liquors which. 
fall in <'lass 4. are treated as foreign liquor, but spirituous dings and · 
other preparations are not. No licences are required for their sale,­
no vend fees are collected on them, and_ no permits are reqUired for 
their trausport. The question at once arises : are they on the one. 
band to be treated as " foreign liquor "-and subjected to provincial; · 
excise dnties and restrictions, to the very great inconvenience· of those · 
who trade in them, or are they on the other hand to be excluded from~ 
local excise control, and subjected merely to a central import: 
duty which, if it is lower than the local excise duty, may render,_ 
them a danger to the excise revenue t 

5. Assuming that a solution could be found for this difficulty, the · 
next objection that arises relates to the administration of different · 
rates of duty: and possihly of different classifications of liquor for· 
duty purposes, in different provinces. The process of assessment·. · 
to duty would .be carried out in the province of consumption,· and it 
would presumably be nec.essary for each province to establish one or, 
more uonded warehouses into which liquor. could be brought after; 
elearance from the custom house at the place of import. This would: 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
be e1:pensive nnd in~onTenient. It might b~ possible for the inland 
provinees to arrange with the maritime prcivinces for the latter to 
eollect their duty for them ; but it would probably be difficult for 
them to E.orriYe at an agreement, for rates of duty in two provinces 
and the mt-thod of classification of liquors might differ. Incidentally, 
~ sy~~em of inland bonded :warehouses of t!!is nature would mean 
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. 

a complete reorganization of the basis on which' distribution is• at. 
present U.ndertaken by the trade. 

6. 'fhe principal wholesale dealers at the great ports at present 
main1ain considerable stocks of .duty-paid liquors which can be 
despatched at a ~omeilt 's ·notice to customers in different parts <Jf 
India. . Under the new proposal the local Government of the place to 
which such liquors were despatched would levy their own excise 
·duty on them; a:nd the whblesale dealer would have to obtain a refund 
from the local -Government of the province of original import. This 
woul(J.. lead... to. further .;I~fficulties and complications. Moreover, if 
the interprovincial transport was confined to liquor travelling under 
bond frpm one inland bonded warehouse to another in another pro-­
vinee, dealers 'Would often find it ·imp~ible to implement urgent 
orders from up-country customers owing to ·the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in .t!J.e province of arrival. 

· 7. 'rhe danger of smuggling. from a province with a low rate of 
duty into onto with a higher rate of duty is too obvious to need em· 
phasizing. The excise departments, of course, already have to deal 
with. this difficulty in' connectipn with country-liquor ; but with the 
increase in motor-car traffic the danger would be very much greater 
with foreign liquor, and they would probably find it necessary to main-
tain an cxpensiv~taff all rotmd the borders of each province. 

. ' 

· 8. A much more important difficulty would arise· in connection 
with Indian States.· 'Xhe present situation, whereby all foreign liquor 
going int.o an Indian State has already paid Indian customs revenue, 
gives rise to no particular trouble. The States' claim to a share b 
that t·evenue is merely a part of their claim to a share in the general 
cnstoms revenues and does not raise any new and separate problem. · 
If, however, all the duty on foreign liquor were to be provincialized, 
Indian States would have to obtain.their supplies 'of foreign liquor 
through one or other of the maritime provinces, and they would cer­
tainly raise the very strongest objections if they were required to pay 
dutv whieh '-rns going towards provincial revenues. The alternative 
of letting States have their liquors free of duty would create 
· an intolerable position for the provincial governments, owing to the· 
danger of smuggling from the States into the provinces. Nor, would 
any arrangement by which the States agreed tG colle-ct duty them-, 
selves...he satisfactory, owing to the different rates of duty prevailing. 
in the different provinces. 

. 9. The Government of India are discussing these practical diffi­
culties with the provincial governments, and, if they prove to be · 
insuperable, alternative method of giving the provincial governments·· 
a sl!are in the revenue from foreign liquors will be considered. 
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:APPENDIX Vt. 

TAxATION OF TOBAcco (vide PARA. 272, VoL. II o:F TiiE REPORT bF Tl:l.E 
INDIAN STATUTORY Cm.nnsSioN). ·; · · ... ; ' 

Sir walter Layton ;s proposal is for a central excise duty levied I 
bn factory-produced tobacco and credited to 'the provincial· fliDd~··: 
lie makes no specific recommendation regarding· other means of! 
taxing tobacco. Those suggested by the Taxation EnqUiry Com• · 
. . . . . - ' ' / -·, ~ m1ttee were ::...:... . · , · . · · 

(l) An ~cise duty on factory tobacco. · · ·' 

( ii) The. levy of a fixed fee based on the estimated outturn 
o~ places \vhcre cigars? r.igarettes or pipe or cigaretta. 
tobacC!o are manufactured· by hand. ·· · :. 

(tii) A .f:iyst~ra of vend licences lea,ding up to 'vend mon;olie~' 
in specifietl areas. · · ~ 

Clearly any e..'t~ise duty to be levied on .factory tobacco must be 
uniform and, therefore, central, but nothing would be gained by; 
Insisting on uniformity in the fees to be le\'ied on hand manufa~ture 
or in respect of vend licences. Such forms of taxation ' should~ 
remain, as they ate at pl·esent, pll.rely provinciaL · : 

. /'·. 

2. A \veil-organized system of vend-fees, particularly if these 
were based on &tles, might prove a fruitful source of provinciai 
btXaTion, und this is a line Of action deserving bf , further , study7 , 
although it must be realized that such fees would obviously nay~: 
to be credited to the province of collection and,· therefore, do not • 
exactly fit into Sir Walter Layton's scheme. On the other namlt · 
the prospects of an excise on factory products are not as bright as. 
they appear at first sight. It is true that, as stated by Sir Waltet' 
Layton, the consumption of tobacco in the form of cigarett.es has: 
grown rapidly. it is not equally, true to say that there bas been a.,: 
:-;imilar growth in the consumption of pipe , tobacco and: cigarj.' 
Such evidence as is available suggest's that these are being steadily ' 
replaced by cigarettes. . ' . . . . . . 

~ . , • .I 

. 3. Th~ nnnucd production of cigarettes in India was estimated.' 
by the Taxatio11 Bnqui~y Com1nittee at about ·4,500,000,000, and· 
the tobaccO ·used in their production may be estimated at about_ 
10,000,000 lbs. .About haif of this is imported tobacco wJp.ch already 
yields import duty amounting to 75 lakhs per anillmi. Inipoit duty 
is also levied on the cigarette paper, which is all imported, and o:ri 
most of the tinplate a~d paper_ and card-b()ard used for· packing. 
The Indian cigarette industry. is thus already\..paying some 80 lakhs 
or auty amiualiy. 'l'his is equivalent to ahout :Rs. i-13-0 p~r 
thousand cigarettes. At present nn definite information is available 
as to the average prices. at which these cigarettes are sold, but we 
believe it to be hot much more than Rs. 5 per thousand, so that ·the 

/ 
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tneidenee of this taxation is, even now, probably more than half 
1btt of the duty on imported cigarettes which averages about 65 per 
eent. ad t.•alortm; 
' 

4. EYen in these· circumstances the Indian factories find it 
difficult to compete, in all except the very cheapest brands, with 
imported cigarettes, and the largest manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extension 
of their activiti'es. It is fairly clear, therefore, that any increase 

· in the taxation of the local product, to be remunerative, must be 
• accompanied by an incl"ease in the import duties which at pre.:«:nt 

pre&S most heavily on the cheapest brands imported. The problem, 
thetefore, resolves itself into a decision as t'o what further increase 
our import duties can bear without checking .consumption to such 
an extent as to reduce revenue. This question needs further inves­
tigation which will involve the cCJllection ·of much more detailed 
information than is at present at our disposal, information which 
will take time to collect. .All that can be said at the moment is 
that Sir 'Valter Layton's estimate is much too high and that a sum 
of t"Wtt crores is not' too cautious an estimate· of the probable annual 
revenue; aft~r 10 years, from an excise duty on cigarettes. 

, 5. These considerations raise the question whether in order to· 
avoid a clash between provincial and central interests, "it will not 
'be convenient to include in the provincial pool the proceeds of the 
import duty on all article~ subJect to a central excise duty col-. 
lected for provincial purposes. Sir Walter Layton, for obvious. 
teasons, contemplates this course in respect of the salt t'a.x, and it 
may prove desirable to extend i't to other taxes of a similar natur~. 

6. The cheaper classes of cigarettes are sold in competition With 
bidis which consist of dried country t'obacco rolled in leaf instead 

, of paper. There is a very large consnmption of this form of tobacco 
which, formerly, was produced entirely as a cottage industry. 
Recently factories have been started in certain provinces.. No 
information is at present available as to their output', nor as to the 
amount of tax that would have to be applied to factory-produced· 
b·idis to protect adequately an excise duty on eigarettes. These 
again are matters for which speciai and detailed enquiries wiU 
be necessary. It is, however, unlikely that revenue from this source 
would contribute largely to the proposed tobacco excise .. For the. 
smaller bidi. factories wht'lr_e mechanical• power is not employed it 
has been suggested that" revenue might be derived from a system · 
of manufacturing licenc~s.. ·Such revenue would naturally be ere· 
dit'ed direct to the provinces in which it is collected. 

7. The provinces who have been consulted in the matter do not 
as a whole favour special taxation of tobacco ~u!tivation. 

8. Whatever final conclusions may be reached as to the best· 
method of obtaining further revenue from tobacco, it is doubtful. 
whether anything can be done in. this direction in the near future. 
:An ·agitation ag-ainst smoking, and in particular against . cigarette­
smakl~, has "been a prominent feature of the recent political 
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situation in many parts of India, and. the ·general economic depre£16 
sion has given the movement considerable force.. The import duties 
on tobacco for the first four months of the current financial year 
are less than half the DDrmal figure, and any increase iri taxation 
.at the present juncture is. likely to result 'in a set-back to the trade 
which may seriously. prejudice the prospect of .making it ·.an inereas-. 
ing source of revenue in the future. · ' 



APPENDIX VII, 

ExCISE DUTY ON MATCHES, 

'(Vide paragraph 273, Vol. II of tlte report of the lnd·ian Stalulory 
, Commission.) . • 

Sir Walter Layton recommends an excise duty at the rate 'of 
the present import duty and considers that it should yield about 3 
erores. This implies an annual consumption of 20 million gross 
ef boxes. It was_ only at the beginning of the past decade that the 
~anufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war ·the annual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
nnd. Swedish matches. During tbe war there were very large imports 
of inferior Japa:p.ese matches, and the highest :figure reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely responsible for the increased consumption. The 
consumption is bound to react to any considerable increase in price, 
and it would not be safe to rely on a consumption of more than 15 
~illion ~ross annually. 

2. An important factor which will militate against the success 
of an excise duty of this nature is its almost inevitable unpopularity, 

,Although, no doubt, there is specially heavy consumption of matches 
41mong smokers, the bulk of the match consumption is accounted 
for by other p~rposes, and the burden of the greater part of the . 
tax will be iairly evenly distributed over the whole bulk of the 
:popT~lation. Thus every objection that can be or has been J;aisl'd 
against the salt tax can be raised with almost equal force against 
a duty on matches. It is a tax, moreover, whose effects will be 
much more strikingly apparent to the consumer than the effect of . 
a· rise in the salt duty f.9r reasons whi'ch will appear from what is 
state<! in. the follow.ing paragraph. Further, it is a tax whi~h can 
be resisted much more successfully than the salt tax. Economy 
in the use of matches can be practised in numerous ways and would 
undoubtedly seriously affect the reven,ue if any agitation a,gainst 
the tax took place. 

3. Sir W alt'er Layton endorses the view of the Taxation Enquiry 
Committee that '' care should be taken to fix the tax at such a level 
as to absorb as far as possible (into the Exchequer) the whQle of 
the· increase in price". It is here that the difference in the general 
standard of living between Indian and European countries makes 
~tself felt. In India a considerable proporti'on of the matches 
consum~d are sold by the single box, and a further large proportion 
il\ lots of three boxes. The present ordinary retail price is one pice 
per box or two pice for three boxes. It· has been calculated that 
the maximum duty that could be imposed without affecting the 
price of single boxes is four annas per gross. Such a duty would 
~Jmost certainly have the effect of raising the retail price of three 
b<>:;es :from two J1ice to three. Thus :wh!l~ the duo/ would onl;r. 'br!n~ 
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in about 37! lakhs, it would be universally felt. If the duty were 
at a higher rate than four annas, the retail price per box: would 
probably advance to two pice, and unless the duty were raised to 
a figure of from Rs. 2-4-0 to Rs. 2-8-0 per gross boxes, the greater 
part of the increase in price would go into the manufacturer's 
pockets. In other words, there will clearly be . gre&.t difficulty in 
making a tax conform with the cop.ditiQn that it shall not further 
enrich the manufacturers when it is applied to an ~ti<}l~ commonly 
sold retail in q\}antities whose prfce is tbe smallest convep.ient unit 
of coinage. It may be observed· that the higher r~te of. duty, whi~ 
would correspond to ~ retail pri<:e of two pice :per bo~ is·· higher 
than the rat~ imposed in :Qlany Europe~ co1mtriE}~. · · ~ . · : · . . . . ' 

4. There are various methods by whi~h a , duty' of this kin<\ 
might be collected. The one favoured by . the Taxation·· :Enquiry · 
Committee is the application of a label in the form of a H b~derol '~ 
which must be broken before a box can be used. There are obvioUs 
difficulties in the way of applying t~ system to importecl m~tcheS; · 
and other methods are under consi'deration. Another. grave di:ffi.;, 
culty will be the possibility of manufacture in Indian. States, an<! 
it seems certain that before the tax: can have any chance of. "su.~ces.s, 
pgreeme:tlts will ll~ve to be .reache~ with the State~ . \ 



:APPENDIX VIII. 

TERMINAL TAXES. 
. 

. 1. The present· position.-Terminal taxes at present con­
stitute a comparatively unimportant factor in local taxation 
in India, having been imposed in place of octroi by certain· local 
authorities. The Schedule Taxes Rules . permit the. Legislative 
Coundl of any province to pass legislation imposin'" an octroi o:r' 

- authorizing any local authority to impose ·such .a· tax. Where a 
~erminnl tax is concerned, similar power may be extlrcised in the 
·eases of those Joeal areas only which levied an octroi prior io the 
~th July 1917. To the imposition of a terminal tax in any other 
local· area tile sanction of the Governor General in Council is re· 
. qnired. Such sanction has on occasion been accorded, while ·there 
have been a · number , of examples of the conversion of oetroi into 
tern1inal tax ; but the amount of revenue raised by terminal taxes 
constitutes a relatively small proportion of the total sum of ap­
proximately 2 crores of rupees now eollecte~ by' local authoritiel 
in the shape of terminal taxes and octroi • 

. 2. Sir Walter Layton's proposals.-Sir W a Her J;nyton recom­
mends the levy of a terminal tax for provincial purposes at every 
railway station in India. This tax would apparently be colle~te1 
by railway officials ; and . it would be supplemented, where neces-
sary, by a like impost on river-home traffic. Sir Walter consider1 
that road-borne traffic is not at present a sufficiently serious com4 

. petitor with railway traffic to require similar treatment. It i3 not 
clear whether it is intended to superimpose the new tax ·upon the 
octroi and terminal taxes already levied by local bodies or to 
absorb· the latter in it. Absorption would obviously facilitate ad-

. ministrative arrange:r;nents, but it would involve the necessity of 
compensating the authorities concerned for the resulting loss of 
revenue. Finallv, it should be stated that Sir Walter is not in4 

clined to regard ·the proposed ta~ as a permanent feature of India's 
financial system ; he supports it as a temporary measure, suited to 
the country's present stage of economic development. 

3. General effect of .the ta.x upon Railway Fina.nce.-In what­
ever-shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge upon the cost of transportation. 
So f~tr as rail-borne traffic is concerned, it would constitute a sub­
vention from the railway revenues of the · central Government to 
the ·revenues of the various provinces. Incidentally, if imme· 
diately impos~d, it woulJ operate to prevent the reduction of fares 
li.Ild freight rates, the urgent need of which Sir Walter Layton em· 
phasizes in another part of his report. Assuming that stores, fuel, 
·etc .• carried for railway purposes would be exempted from liability, 
a t·evenue of 8 crores from the proposed tax would involve an addi· 
tion ..of approximately 15 per cent. to the present cost of transporta· 
tion. It is not suggested that this is a conclusive argument 
against the imposition of the tax ; though it would doubtless be 

. presseq bl com~an~-Q}!lled ~nd ~op1pan~-m~nage~ J.!nes. Assum· 
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' fng that the central Government is to surrender to the provinceg~ 
such portion of its revenues as may be found tp be in excess of its 
requirements, _it may be both convenient a_nd justifiable to give up a: 
portion of railway revenues and even to mcrease the costs of trans­
portation in order to create a margin for surrender. The state rail­
ways in India are at 1u·escut singularly free from taxation ; since'~ 
they are neither burdened with heav"Y local rates nor assessed· tcv 
income-tax on their profits. On grounds of abstract principle, it 
would not be improper to raise railway rates to a height which 
would yield not only a fair interest on borrowed. railway capital 
but c..Jso a fair contribution to general taxation. Rates must, ho\v• 
ever, be fixf'd with due regard to their effects upon traffic f and it 
is more than doubtful whether the cost of transportation could'" , 
now be raised to the height contemplated by Sir Walter· Layton.': 
without serious results upon the workin·g of the railway system as 
a corumercial concern. · · · 

4. Effects of the tax upon railway· tra.ffic.__;Apart from .the· 
actual surrender of railway revenue, there is ground for supposing: 
that the imposition of a provincial tax of this nature might ha'\"e' 
deleterious effects upon railway traffic. It would . be undesirable" 
to favour short, as oppo~c<l to long, distance traffic by exemptirig. 
it from the tax. Unless, however, it were exempted, 'its t~ation. 
mu'it hievitably lead to the diversion of traffic from the railways' 
to the roads. As long- as the proceeds of a terminal tax accrue· 
direct to a local authority that authority may be trusted to make: 
some .sort of attempt to collect on tra-ffic so diverted, and. by so.: 
doing to discourage diversion. If the tax became provincial, the . 
incentive to such efforts would be largely lacking. Similarly,' 
there would, in the case of goods carried by river and particularly~ 
by country boat, be greater opportunities of evading a terminal', 
ia.x: ; and this also would ten<i to create a diversion of traffic. In', 
maritime pro\·inces, there 'might be similar diversion to coasting 
or other \e~;sels. .Again, the fixation of freight rates is a seje:utific. 
proc<'cding, .and, if it were conducted without detailed knowledge' . 
of loeal conditions, the results upon traffic might be serious." 
I~,inally, the desire to avoid double taxation would operate to dec- . 
rease the traffil! to and from the present local distributing centres.: 

5. General conclusions.-The generaL position , may . be sum ... • 
med up by stating that, if the central Government is to surrend_er 

· to the provinces such part of its revenue as may be surplus to its~ 
requirements, there is no theoretical objection to the surrender or 
surplus revenues dcri'l"ed from the railway system. · The possibility·· 
of creating a railway surplus by the enhancement of transportation" 
charges would, however, require careful investigation· before it' 
could be held to be estaLiished. On the other hand, the _particular' 
method of effecting suc.h a surrende:r"' whiclt is proposed by Sir· 
'Valter Layton is liahlc io produce disaMrous effects upon the: 
volume of traffic borne by the railways anct; therefore, upon their : · 
gross revenues. It has lJeen suggested, as an alternative ~ Sir· 
\'V alter Layton's P}'Oposal, that the terminal tax, though collected· 
provincially, shoula remain a source of local authorities ' revenue·;· 
the proceeds being distributed by local Governments to . the locali . 

~ - ... *' - -
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authorities under theh· control. This ""ould assist provincial 
:finances by l"elieving the budgets .of the local Governments of cer•. 
tain cash contributio-ns which they now make to their local bodies. 
This proposal ru1ght obviate difficulties in connection with the 
treatment of tl1e.tcrminn.l taxes and octroi at present levied by local 
authorities ; Lut it would, in all essential points, be open to the 
wje.ctio:qs urged against the provincial tax • 

. 6. Assam.-. ~hl.le the foregoing objections are strong against 
the introduction of terminal taxes as a general source of provincial 
r¢venue; it would be possible to argue in favour of their institu• 
tion, as a special n1cnsure, 1n special circumstances such as exist, 
for example, in the province of Assam. The Government of Assam 
have point~d uut, first) that. neither octroi nor terminal tax has y~t · 
been introduced .. bY nuy local authority within the province J· 
secondly, thnt it is in urgent need of the proceeds in order to, 
finance the development of internal communications, thereby in• 
ei·t·a~ing 1he volume of the trade, and. of railway traffla ; thirdly, 
that it is iu a position to exercise effective control over river-borne 
'traffic, which is approximately equal in volume to thai carried 
by rail·; ahd, iourthly, that the province is situated at the end of 
the railway system, so that· the· tax, if imposed 'Upon .iinporte(l 
goods only 'couid flot bpt!i'c'.tte as a transit dllty. These arguments· 
are not without force. The circumstances of this province are specia11 
and there is reason to hbpe that a prOper utilization of the proceeds o! 
such taxes might operate to- increase, rather than diminish~ railway 
traffic . within its borders. The question requires further investiga .. 
tion iu detail,_ which .-it io; pi·oposed. to undertal{e. Pending the 
results of sueh inYestigation, the question whether the tax should 
b"e imposefl upon e:x:j>oi-t.ed g(JOds as Well as upon imports and local 
truft1c may be regarded as open .. 

7. Bihar and Orissa.~-)the Governm:ent of Bihar and Orissa 
also have Tepresentecl. the1r desire to ~mpose terminal taxes for pro• 
v:i.ncial purposes. In this case, the special considerations urged by · 
l..ssam have no applicability ; although it is true that such taxes have 
:riot yet been levied by local authorities i1.1 the province. The general 
objections to the taxes as a provincial impost are applicable in thi~ 
case. Their devt~lopment as a source of municipal revenue must 
be governed by the policy which may be adopted, in this connec.a 
tion, for India as a whol~. 

8. The maintenance of terminal taxes as a. iegl.tima.te form ot 
taxation by local authoritie3.-As already explained, terminal taxes 
Cdll at present be authorised by a local legislature, as a method of 
:financing local bodies, wherever. ah octroi was in force on the 6th 
July 1917 ; and can be kvicu in· other local areas with the special· 
sanction in each (•ase or th<:> Governor General in Council. It is a 
matter . for eonsidera1ion whether this position should be stereo .. 
typed under the new con~titution, and the question is engaging the 
attention of the Government of India. It has lo~g been recognized 
that neither a terminal tax nor an octroi constitutes an ideal form of 
taxatiop.. The former i-:; apt to b_ecome little more· than a transit 
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UUty ; \i'hilc an octroi, CYcn Where it escapes this charactel .. , o:fferz­
un)imited opportunity for leakage of revenue, and frequently 
op.crates to hamper and restrict trade. On the other hand, indit·ect: 
taxation of tlus kind is undoubtedly the least unpopular form of 
taxation with the Indian t>Uhlic ; and ·its replacement by direct 
taxntion yielding equivalent proceeds ·would be :a· matter ot 
graye difficulty. 'l'hese points will be borne carefully in mind 
when the question is inYe~tigated. If, however, either terminal 
tax ot· octroi is r<'tained as a legitimate means of local taxation, it 
will be essential to reserve to the central Government well-defined 
powers of direction ilncl control. There are three main purpos~s. 
to he served by such control. In ·the first place, the eentraf 
Government must preserve for itself the possibility of preventing the­
imposition of a tax which will tren~h upon a central source, of reve- · 
nuc, though control in sueh cases should not be exercised -with, 
undue rigidity ; secoudly, the powers of local authorities to tax· 
the central ·Gon•rnment itscif must be strictly limited ; thirdJy, 
there must he authority to forbid the imposition of taxation ·which 
would be contrary to the obligations undertaken by the central 
Government· in commercial treaties. With regard to the third· of 
these points attention. is invited to paragraph 17 of the memor~n- . 
dum relating to f1.uancial relations between the Government · t)f 
India flnd tho provincial governments which was prepared by the 
Govcrumcnt of India for the Indian Statutory Commission. · ,· . 
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APPENDIX IX. 

:MEMORANDUM nY TIIE GOVERNMENT oF INDIA, FINANcE DEPARTMENT, 
. 'DATED THE llTII JuLY 1930, ON TilE FIN:ANCIAL ASPECTS OF TilE 
. SEPARATION OF BURMA. 

· I.-Effect on revenu~ and expenditure of the Govern~ 
ment of India 

. ::.II,-· Effect on currency arrangements 
IIL--1\Iiscellaneous 

•• 

;ANNE:xtJRE I.-Effect on Government of India revenue 
. . from duty on silver. ' 

·ANNEXURE II.-1\Iemorandum on paragraphs 6-9 of' 
· Appendix to Part VIII of the Commission's 

. _. report. 

. ~ 

, . 

PARAs. 

l-8 
'9-14 

15 

I.-. ·Effect of separation 011 the. revenue and expenditure of . the · 
Government of India. 

In paragraph 222 of their .. report the Commission say :- · 
'' Though the actual settlement between the two countries must 

be determined by subsequent negotiations, we are here 
concerned to note and endorse Sir Walter Layton's 
general conclusion that separation could fairly be effect­
ed in such a way as to do no financial injury to either 

·country and to leave Burma with adequate resources for 
her present needs and a balance for development pur­
poses in excess of that which she obtains to-day". 

The conclusions arrived at by Sir Walter ·Layton, and the various 
. assumptions made by him, are examined in the folloWing para-
. graphs :- ' · 

2. In paragraph 3 of (he appe:ddix Burma's contr~ntion to 
defence has been put at 3 crores, and it has been assumed that the 
whole amount of this contribution will be a deduction from India's 
military expenditure. The amount taken seems reasonable, but natur-
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole of 
Burma's expenditure on defence will be a deduction from India's 
army expenditure, though, if the arrangements contemplated in para~ 
graph 221 of the Commission's report are made, this will be the ca3e. 
The Burma Government in paragraph 16 of the. memorandum on 
srparation which they prepared for the Commission put the contri-
bution -for defence at 123 Iakhs1 i.e., roughly· the aetna! e~pe~~liture 
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now incurred in nurma. Clearly, the estimate of the Burma Goven1~ 
ment is too low, but it is possible that Sir \Valter Layton's estimate. 
wil1 prove to be too high. In any case the figure of 3 crores is 
problematical, and the possibility of a lower figure has to be con­
templated in considering the effect on the Government of India. 
finauces. · · ' · · · 

3. In paragraph 4 of the appendix Sir Walter Layton puts 
llurma •s share of India's debt at 30 to 35 crores with a net interest 
and sinking fund charge of approximately 2 crores :--a year.· Nothing 
is said about the capital expenditure· in Burma,' e.g., the capital at 
charge of the Burma railways, the idea being apparently that the · 
Burma Government would take over the capital commi~ments of the 
Government of India in Burma on terms whieh would involve no loss 
to India. The Burma Government in their memorandum on sepa~a:­
tion put Burma's share of the unproductive debt of India at 24 erores 
aud assumed an annual pa;yment of 122 lakhs to cover interest and 
sinking fund charges. There, again, the figure of 2 crores is· problem­
atical, and the possibility of a lower figure has to be contemplated. . 

4. On the revenue side, Sir Walter Layton makes the· followin~ 
assumptions -:-- . · 

(a) Indo-Burmese trade will become subject to existing cu.g .. 
toms duties with certain exceptions noted. below. 

(b) India will impose a duty on kerosene unported fro:r,n 
Burma at the same rate as on kerosene imported fro.Ql 
other countries, and an import duty of.4 annas on motor 
spirit imported from Burma.· (The ·financial effect of 
this is worked out on 1928-29 figures but allowance is· 
made for the reduction effected in the last budget in the 
import duty on kerosene at the end of paragraph 10~) 

(c) Burma will repeal protective import duties now in .force • 
.- . . . 

(d) Burma will impose the existing export duty on rice sent 
to India. (The figure of 60 lakhs given in paragraph' 
7 should be reduced to 45 lakhs on account of the re­
duction in export duty in the last. budget.) • 

These assumptions are reasonable, but it is possible that the tariff. 
arrangements between India and Burma will be. qifierent ~nd that 
Indian revenues may suffer more than is estimated.: · .. _ . , , 

5. To complete the picture one further assumption has. to _ be· 
made, viz., that India would impose an import duty of 4 annas ~tn 
ounce on silver imported from Burma. Annexure I: to this memo-
randum shows that if this is done, the Government of India revenue ' 
from dutie~ .on silver will be practically unaffected, while the Goveill- . 

. ment of Burma would obtain very little from an import d"\].ty or an 
· excise duty on silver. . . · . 

6. Nothing is said by Sir Walter Laytqn· about the loss on the 
'vorking of the posts and telegraphs in Burina.. The los~ in Burma 
would be about 5 lakhs per annum and the deficit on. the working of 

. the Government of India posts and telegraphs would be decreased 
by a corresponding amount. As. regards_ raih:~rays, the annual gain 
to the Burma Government -w:ill be about 50 lakhs as again~~ 25 ·lakbs 
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11ssumed by Sir Walter Layton. The railway revenues o.f the Govern­
"nient of ~ndia would also a corresponding amount, but assuming that 
.. the present arrangements for contributions from railway revenue~ 
.remained unchanged, the effect on general revenues would not be 
large .. 

' . . ' .. 
·, 7. From paragraph 11 of the appendix it is clear that ~ir 

JValter Layton realizes that his assumptions "Inay be wide of the 
tnark~ for he indicates that India may lose by the separation. , In 
.these circumstances the Finance Department consider that it would 
·.not be safe to accept at p].'esent the Commission's finding that sepata-
. tion could fairly be effected in such a way as to do no financial injury 
.to India. They .would, however, go so far as to say that separation 
·.could fairly be effected in such a way that the revenue loss to Indic1 
.would not be of sufficient magnitude to make it a factor of great 
. importance in considering the pros and cons of separation. It is 
.fairly clear that a special committee will have to be appointed to work 
out the details of the financial settlement. -~ ~ ~ 

. · · 8. The Finance Department accept the views of the Commission 
·ori Burma's credit in the event of separation given in. the second half 
··of paragraph 222 of the report. , . · 

II.-Effect of separatio·n on ·c~trrency arrangements. 

:. · ··.-: 9 .. If Burma ~s separated from India, the adoption of a different 
··currency system by ;aurma has to be contemplated. The Governmeut 

.. : o!. ;Burma might adopt one of the three following courses :-

. ;.(a) 

(b) 

They might retai~ ·the Government of India currency in 
the same way as Iraq up to the present has use·d the 

- Government of India currency. In· view of the close 
trade connection between Burma and India, and .. .the 
fact that the people of Burma· are accustomed to tl1e 
rupee currency, there would. be a good deal to be said in 
favour of this course. It is possible, however, that the 
Burma Government will favour a currency system 
which would be semi-dependent on the Indian currency 
system as suggested in (b) 'below or completely in­
dependent of the Indian currency system. 

The Government of Burma might adopt a system similar 
to that of Ceylon which is briefly that the rupee· is the 
monetary unit and its exchange value is the same as in 

. India, namely, ls. 6d., but the Ceylon Government has 
its own note issue and its own subsidiary coin. Definite 
information is n9t available regarding the reserves kept 
by the Ceylon Government against this note issue, but 

. the reserve is presumably composed partly of silver 
rupees and partly of securities of the Government of 
'India, though -there may be securities of the Ceylon 
Government in addition. Such a system would avoid 
a. definite break with the past, and would retain the rupee 
as- the standard coin-a point which might be of con­
siderable ili!portance, especially in the packward tra\lt'l. 
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It would also avoid exchange fluctuations betwetn 
Burma and India and would, therefore, tend to facilitat•3. 
~~ . . 

The currency system of Burma might be completely 
separated from the currency . system of India,·· and 
although it is probable that the· Gov~rnment of Burma 
would have a coin corresponding to the· rupee as the· 
monetary unit, and that the exchange value of .. the 
monetary unit would be ls. 6d., the . Government· ··of . 
Burma or a bank to whom they might entrust the work 
would be responsible for maintaining the exchapge value 
of the monetary unit quit~ independently 'Of the Govern .. 
ment of India. 

10. If either of the alternatives in paragraphs 9 (b) and ·g (o) 
were adopted, Indian currency now i:q. circulation· in Burma woul4, be · 
replaced by currency issued under the authority of the Burma Govern .. 
ment and would have to be repatriated. The arrangements··~for 
this repatriation would depend on the system adopted by the Govern- .. 
·ment of Burma, and it is necessary to. examine briefly what these 
arrangements should be. · . _ .. 

11. If a system on the lines indicated in ·paragraph 9 (b) ahore 
were adopted, all the subsidiary coin and . the notes ·now in circula­
-tion in Burma would be replaced by new subsidiary· coin and new 
notes. ·If no special arrangements were made,· these subsidiary.;coiu 
and notes could be shipped to India, and full currency value could be. 
obtained for them. Such a proced1,1re would not be. fair to India for .. 
'the reasons given below. As there .are essential differences in th~ 
position regarding tlie subsiqiary coin and t:f?.e. position regarding the · 
notes, they will be dealt with. separately :-_-· . • · · · 

(a) Subsidiary coin.-As the profit on· the issue of nickel and·· 
copper coin is taken to revenue)n .the ye~r in which it 
is issued, the profit on the nickel and ·copper coin now 
in circulaJion in Burma has already. ~eEm credited . to 
the revenues of the Governm~nt of· In.d1a and has beeJl 

. used for the common purposes of ·India and Burma:· 
The profit on the coinage of. small silver coin is dealt' 
with in the same way, as the profit on· the coinage _of 
silver rupees. In paragraph 12 .(a)· below it' is shown 
that no profit has accrued to the Government orlndi.a 
on the coinage of silver apart from sums that have · 
already. been taken . to revenue. It. would be unfair to 
India if the Government of Burma were. to withdraw 
subsidiary coin from circulation,- obtain its full cur-: · 
rency value from the Government of India, and issue 
in its place a fresh subsidiary coinage; on which they 
~ould make a large profit, 'Yhile the Government . of _ 
India would lose a corresponding amount on the sub­
sidiary coin . withdrawn from circulation. The most, 
therefore, that the Government of Burma would be en- · 
titled to demand from the Government- of India would 
be· that_ the o·overnment of India sho~ld supply to the· 
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Government of Burma new subsidiary coinage in ex .. 
change for the subsidiary coinage withdrawn from cir-
culation. In other words, the Government of .Burma 
could either have their new subsidiary coinage executed 
at a Government of India mint free of charge, or they 
coufd demand the bullion value Qt. the subsidiary coin-

. age withdrawn from circulation pl,us the cost of re·~oin· 
ing it. 

(b) N otes.-As the profit on the note issue is a recurring itci:n, 
the Government of Burma would be entitled to pay­
ment for the full exchange value of the notes repatriated, 

_ and the main question to be settled would be the form 
which this payment should take. Assuming that tLc 
reserve maintained by· Burma would consist of r_upees 
and securities of the Government. of· India, it would be 
a simple matter to make payment in, these forms in thP. 
proportion which might be desired by Burma. If jt 
were decided that a part of the reserve should be held in 
securities of the Government of Burma, then to this ex-

· tent payment for notes repatriated might take the form 
of a decrease in the amount of the debt of the GoveriL­
ment of Burma to the Government of India. 

12. If the Government of Burma were to adopt a completely h1-
'dcpendent currency system on the lines indicated in paragraph 9 (c) 
above, rupees would have to, be repatriated in addition to subsidiary 
·coin and notes. The position- regarding the ·subsidiary coin would 
be the same as that indicated in paragraph 11 (a) above ; rupees 
and notes are dealt with below :-

.(a} Silver rupees.-The profit on the coinage of silver eoiu 
•which has accrued since the gold exchange standard 
was established, has been credited to the gold standard 
reserve. During the last few years the interest on the 
gold stand~l'!d reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserve has been taken to revenl!e, Burma has alreaciy 
shared in the advantages obtained from the profits on the 
coinage of the rupees. The present position is that al­
though we have incurred large losses on the sale of silver 
obtained from melted coin and these losses have not 
been debited to the gold standara" reserve, the amount 

· of the gold standard reserve is not sufficient to cover 
the difference between the bullion value and the exchanga 
valne of the silver held in the paper currency reserve. 
As the gold standard reserve does not cover our proa­
pective losses on the sale of silver, it may be said that 
apart from interest on the gold standard reserve al­
ready credited to revenue no profit has accrued from the 
coinage of silver, and that a loss will probably eventuate. 
The most, therefore, that the Government of Burma 
would be entitled to demand from the Government of 
India would be the bullion value of the rupees with­
drawn !rom circulation and repatriated ·plu~ !he co~t 
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of coinage of the currency which :would replace· thesQ 
rupees. 

(b) N otes.-Although Burma would be entitled to payment· 
for the full exchange. value of repatriated Government 
of .lndia notes, there would clearly have to be made a 
definite arrangement as to the form in which this pay. 
ment should be made. Otherwise the Burma Govern. 
meut might ship these notes to India, buy sterling. with 
them and obtain full sterling cover for their new ·note 
issue at the expense of. the sterling reserves- of' the 
Government of India. A fair arrangement would seem 
to be that the Burma Government· should be paid ill 
sterling an amount which would bear the same propor­
t~on to the total amount payable as the sterling and 
gold reserves of the Government of. India (including 
the gold standard reserve) bear to the total note issue of ·. 
the Government of India. Such an arrangement would 
give the Burma Government the same proportionate 
sterling cover for· their note issue as was held by the 
GQvernment of India, and as there would be a reducti\)n 
in the Government of India note issue corresponding to 
the amount of the new Burma Government issue, the 
Government of India's holding of g~ld. and . golJ · 
securities would not be proportionately diminished .. Tl.Jc 
remainder of the amount due to the Burina Governmellt 
might be paid partly in the form of silver if the Burma ' 
Government desired to have silver, and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Government of Burma to the Government of India~ 

~. ""-)'"' . 

13. From the above brief outline it is clear that one of the condi-. 
Hons of the separation of Burma from India should be an arrange­
ment which would safeguard the interests of India· in the event of 
llurma adopting a Bew. currency system. It is ,not easy. to devise a 
formula which could be included. in ~the legislation which will pr~ 
sumably deal with the separation of Burma, but a safeguarding dause 
on the following lines might be sufficient :-

'' If the Government of Burma adopts a new currency sy~tem, ' 
payment by the Government of India to the Govern­
ment of Burma for Indian currency · withdrawn from 
circulation in Burma and repatriated to India shall l~· 
limited to an amount which will represent the cost to 
the Government of Burma of replacing the currency 
withdrawn from circulation and shall be made in such 
a manner that the gold and sterling reserves of the 

, Government of India would not be proportionately 
weakened.'' 

Presumably the Act would n~me son\e authority, probably the 
British Govern~ent. as the authoritv to decide differences between the 
Government of India and the Go;ernment of Burma· which might 
arise in carryin(J' out the provisions of the .Act, and this authority 
would have to b~ the authority to decide the extent and the form of 
' ·, .. 
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pa.yinents ·to be made by the Government of India to the Government 
o_f Burma for currency repatriated. 

14. In the above paragraphs·the assumption has been made tha.t 
the currency arrangements in India remain as at present. ·In the 
event of the government of India note issue being replaced by a 
reserve bank Issue before a new currency system is introduced .b 

. Burma, special arrangements re~arding Burma would probably have · 
to be .made at the time of handmg over the ·note issue to the reserve 

· ba~k. 'Vhatever: currency system might eventually be adopted by 
Burma, presumably no change would be made until some time afL:.:r 

· separation was effected. · During this period the Indian Currency Act 
and·Indian Coinage Act would have to apply to Burma. . · 

' . ~ . ' . ' 

III.-M iscellaneous. 

. ·15. Some of. the more important questions which. the Finance 
Department will have to consider, if it is decided to separate Burma 
from India,.·are dealt with below :- · 

~ ; ·(t)· .Ways and means.-· Presumably, the Burma Government 
would' arrange. with· the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
of the Government of India .. The Burma Government would tak13 

·over c~ntrol of the resource work at treasuries, where the Govern. 
ment of India should probably arrange to maintain currency chests 
as·long as Burma used Indian currency .. . . 
• · ~·(2) Government of India securities· held in Bu,rma.-At present 
a considerable volume of Government of India securities are held jn 
·Burma, and interest is payable at any treasury in Burma. Clearly, 

' it is desirabl~ that Burma holders. of Government of India securities 
at the time of the separation should have the same facilities for draw~ 

· 1 $ng the interest as they now have, and it wquld be desirab~e to arrange 
with the Government of Burma for the continuance of these facilities, 
at any rate as regards securities held in Burma at the time of ihe 
separatioll, though it will probably be undesirable to allow furth('r 
transfers from India to Burma. The Government of Burma could 
be given a commission on the amount of interest paid. 

(3) Post office· cash certificates.-On separation, presumably 
the . issue of Government of India post office cash certificates in 

, Burma would cease, and the Government of Burma would issue certi­
ficates of their own. As, ;however. the certificates previously issued 
.woulcl represent an obligation of the Government of India, and as it 
would ·be a very complicated matter. for the Government of Burma 
to. attempt to take over this obligation; an. arrangement would ]lave 
to be arrived at by which the Burma Government would arrange for 
the payment of the certificates 'as they mature. at their post offices 

_ and debit the amounts to the Government of· India. Probably they 
would have to be given a commissi.on for this service. · 

· · ( 4) Post office savings bank deposits.-In this case the simplest 
· method of. procedure probably would be for the Burma Government 

·to take over the saVings bank deposits from the Government of India, 
the· debt of the Government of Burma to the Government of India 
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l,cin~r redu~ed accor<lingiy. .It might: b~ said tnat · tli~ a~~~it9rs 
wou.ld have re?-son to complam of such a transfer, because their de:. 
posits would be transferred from an institution backed by the creai't 
cf t~e Govl:'rn!ll-ent of Indill to an ins~itu~icn backed only by. the 
credit of tlie Government o:fBurma.. This difficulty could·be goto"Yer 

· by giving- depositors notice some time in advance that their deposits 
were to be transferred, so that they would have an. oppor.tunitv of 
~-i~hdrawing them i{ they desired to do so. · · ~ 

' ~~- -; 

(5) Prot'ident fund deposits.-Presumably, the provident.fund 
deposits belonging to officers .of the....Burma Government and- My 
effiecrs of. tlie emtrnl Government which may be-- tl'ansferred.: ta; the 
Burma Gov~rnment would be taken over by the Government of 
Burma, who would also take:oTer the incidental liabilities. The total . 
amount of deposits would be presumably deduct~ from the· delit. of. 
the Government of· Burma to the' Government· of India.. 

(6) Oilier cleposits.-At present all deposits received· in· B"u...~ 
are taken into the balance of the Government of India. Presumably, 
the Burma Go~ernment wculd take over these deposits with the inei-
dental liabilities. · ' · · 

(7} Family pension funds.-Presumably, officers serving unller 
the new Burma Go-vernment would not be eligible to subscribe to the 
family pension fund<J now admini&1ered by the Government of India~ 
but the Government of Burma· would' start similar funds of their own.· .... ' 
Arrangements would have to be made. to, transfer officers' subscrip­
tions from the Government of India funds to the new· fUnds.. of the­
Government of Burma with probably a contribution from. the Gover.n­
ment cf India to cOTer the period during which the officer was in- the- · 
service of the Government of India~ ~ Here, again, the total amount 
transferred could be taken in· reduction of the debt of the Govem ... 
ment of Bunna to the Government of India. 

( 8) Tnconze-tax-.-l\fost of the trade m Burma· is- conducted' by 
Indian or European firm.'i which are at present assessed t~tax. either 
in Burma or- ilr India on tlie- total income f.r.om J;heir operations; in 
both countries. The question of double incume-tax will, tberc!(tr.e, b& 
of considerab!e importance. - -

(9) Staff.-The conditions on wliicli the Gevernment oi India'S; 
staff employed in Burma will be taken over- by the Go-vernment of: 
Burma will haTe to be worked out in detail 

(10) Railu:ays.-The- tenris on which the Burma raiiways wilt 
be taken over will have to be worked out very carefully. They are-
the most profitable portion of the Gover~nt 6f India railw2-i 
system, and even if it is decided that the Burma Government shonl(l 
take in future the .full profits regardless of losses which may have­
occurred in the past, i.e., that they would merely nave to PtlY to the 
Government of India the capital at charge~n these railways, the rate. 
of interest which the Government of Burma should pay to the- Gove:nr­
ment of India on the capital at charge will be difficult to d'etermllic-~ 
as the capital has been raised over a period of years at different rate.s; 
of interest. · 



(11) PD8fs tmcl telegraplts.-The terms on which t:he assets of 
_the Posts and Telegraphs Department will be taken over by the B\U'Illa 
(}overnment ~ll have to. ~e worked out in detail. · , , 

' (12} Govemment D/ lnclia lancls ana· buildings.-Here again 
a difficult question .will arise as to the 'terms on which tho. lands and 
buildings at present in possession of the Government of India should 
be handed ever ta the. Government or Burma.. 



1924 
1925 
1926 
1927 
1928 
1929 

-

1924-25 .. 
1925-26 .. 
1926-27 ... 
1927-28 . '09 

1928-'29 ... 

. 

-
. 

1924-25 0·9 

1925-2& -
1926-27 ..... 

1927-28 -
1928-29 ... 

. . 

•• 

247 

ANNEXURE I. (See para; 5.)· 
Production of silver in Burma. 

- -... .. . .. 
... ..... 
.. . .. 

(In thousands of fine owicea.) 

... 

.9 

.9 

. . 

- .... 5,283 .;.,_.: / ...-· 

•• --" ... 4,83~ 

. .. 

... 

" # • 
> 5,104 . 

6,004 

. 7,405 

) •• 7,290. 

Expvrfs of silv~r from B'ltnna. 

Straits 
I . ·. 
Federated 

. 
India.. Settle- Jr!a.lay Mauritius. 

· m.ents. States. · .. 
')·'··' -

-
5,4'30 

... ... .. ... -
.... 4.,791 lli 16 .. .. 

4.,627 
. 

41 56 .. ;Ji'""· .. -
... 6,411 18 37 .. 
... 7.,548 32 39 '344 

Imports of sil'lJer into Burma. 
" . 

,, 

United Hong Federated 
India.. Kingdom. Kong. Malay .. ,' 

States. · 

. 
' .... ... 9. .. ... . 
' 

9• .. 3 ... ~. . 
... 2 .. . . . ... 

' 

... '9 '12 19 .. 
" .. ii ' '..,. .. 

,, 

Total. 

5,43() 

4:,822' 

..• 4:,724 
:\ 

6~465 

.. 7.,963 
-

•· 

. 
TotaL 

... 

. . 
1() 

~ .. 
100 

9 

It will be seen from the aoove figur& that the imports of .silver 
into Burma are negligible, and that almost the whole of .the silver 
produced in Burma is exported. . As. figures. of production .by official 
years are not available, it is not possible . to calculate · the actual 
:.tmaWlt of silver consumed- in BurmaJ but the above figures. sh~w 
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that t"be amcunt is very small. In the circumstances the Govern· 
ment of" Burma wUl not find it profitable to impose import· and ex. 
cise duties· on silYer. 

So 1far as' India is con~erii~d, if India levies an import ·duty of 
4 annaa an onll.Ce on si1ver imported. .from Burma, -the Goventment 

. of India wiUJo~~ very .l.ittle a~ .almost. the Wh9le amO"JlDt of the "silver 
produced in Burma is exported to India. The Government of In,lia 

· will lose only th~ excise duty· on silver consumed in· Burma, but. the 
, figures -8how that. this ·amount. is negligible. · · 
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.A~'"NEXURE II. 

MDronAinu.M o~ 'Pl.J.UGR.APHs 6 To 9 oF AI>PD~~'DIX 'To.PA&T VIII o9 
TilE SUTUTORY CoMlllSS!ON'S REPORT. (Pages 282 to 28-J..j 

Separafion.Q/ Burma and. customs. revenues. 
This memorandum deals with the effect of levying import dutie~ ~ · 

in Burma and in India on Indo·Bunnese trade. The trade in , 
kerosene and petrol is excluded from this, examinatioD. Sir W altet_=-. 
Layton's estimate is that Durm.a mil obtain '116 lakhs from import . 
duty on goods from India, and that India will obtain 25 lakhs from 
import duty on goods from Burma (paragraph 9 of the· appendix, 
pages 283 and 284). This estiinate is based on the assumption that 
the existing import duties will be applied at both .ends (paragraph . 
7). ., 

. 
2. Four statements are attached :.-

(I} ·Imports of Indian merchandise into Burma. 
(II) Imports of foreign merchandise into Burma from 

India.· 
(III) Imports of Burmese merchandise· int.o India from 

Burma. 
(IV) Imports of foreign merchandise into India from 

Burma. 
Tht-se statements represent the trade for 1928-29, and are taken from 
tables 7 to 10 in Part II (pages 219-267) of the sea-borne trade 
and navigation of Dm:ma for 1928:-29 (the latest volmne available).· 
In each statement the total trade is divided into three groups :-. 

Free goods, 
' . ' 

Goods at special rates of duty, 
Goods dutiable at 15 per cent. ad valorem. 

' . 
Deductions have then been made for the intra-provincial trade, i.e., 
between ports within the province of Burma, and the duty leviable 
at existing rates on the trade between Burma and India has been· 
estimated. 

3. The result of the estimate may be displayed m the following 
statement :- ' 

. Dutv payable '" Bu~ 
Indian merchandise 

Foreig~ merchll;lldise . 

Duty payable i" l11aia­
Burmese merchandise 

Foreign merchandiSe. 

.... 
... 

-

... . •. 

-... 

--.. 
Tot_alduty 

' "' •• 

-
Tat&ldut;y 

Lakhs. 

- . 290 

- 24: 

- 314. 

--- 95 

•• 8 

- 103 



Tl1e trade in foreign merchandise will be affected in quit~ a difTer­
ent way- from that in indigenol;ls products. l!,oreign merchandise, 
which now goes to Burma from India, has already paid duty in 
India. In future part will go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in eithei 
case India will lose the duty. To be on the safe side it would be as 
wt'll to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma's l;"'evenues with the duty leviable in India on foreign 
merchandise exported from Burma. 'Ve thus obtain the following 
result:-

'' • 4. This result assumes thai the trade will remain at its present 
level. Naturally some depression will follow the imposition of 
duties, ·but it· is difficult to see how the effect can be as great as is 
suggested in Sir Walter Layton's figures. A gain to Burma of 2!0 
lakhs and to India of 60 lakhs would not be an extravagant estimate. 
Sir Walter Layton's figure of 116 lakhs for the'gain to Burma is the 

·Burma Gove:r_:nment's own estimate, and it has bepn ascertained that 
thi!; 'vas mert'ly intended as a safe guess calculated in the following 

~manner. The average duty on imports .,of foreign goods into Burma 
·in 1926-27 was 17 per cent. An average duty at the guess 'figure of 
8 per cent. (on roughly half the above amount) on Indian goods im­
ported i:ato Burma would yield on the 1926-27 imports 116 lakhs. 

· 5. In dealing with India's cu~toms revenues from existing­
-sourceS, a Hat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 1930• 
31 budget, has taken 2! annas. At the 2-anna rate for kerosene the 
gross gain to India will be-

. ' Lakhs. 

Existing excise •• - - ... •• 190 

Additional rate ~n keroseoo .•. ' .. 58 

Nett duty on other imp6rts froDl Burma -· 60 

... 

306 

against ~ir Walter Layton's figure of 326 1akhs. At the present rate 
of cqstoms duty on kerosene (21 annas) India would gain 334 lakhs. 
On the other hand, this estimate gives a gain to Burma of 997 Jakhs 
against Sir Walter Layton's figure of 873 lakh~. · · 
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I. . ... 
Coasting imporb into Burm(J;-Indian merchandisi-Values ana dutv 

in lakhs. · 
- ' . - ·--

l Intr&-pro- Net ~ 

- Gross. ;vincial b.dia-' Duty .. . trade. Burma • . 
... 

.. ... . . ·-· . .. 

Total .. 1,543 ··tn. 1,402 .. , 

'' ~ .. . 
Free good6. '· 

. -. -
.Animals 3 I 3 •• •• .. .. •• -
Books.;· . 3 '2 .. . ... .. . . -. .. 

Grain, pulse and flour .. .. 134 18 ll~ .. . .. 
' . -Hides and skins . 1 1 . - .. ··- •• ·- .• 

. ' ,·-

:Machinery ... - .. 1 .. 1 .. .. 
~· - .. 

·• ~ ' • i. 
1' •• . . ., 

llanuree - ...... . . 
' ... . I . ...... • . · . .. . . . . .. . ~ . . 

I 

.· 

' , .. .. .. 
Total free... 142 19 

_, 

123 .. ' 
-~· . .. . . 

. ..• 
' ' . •.. 

Total dutiable 1,40i' 122 1,279 
.. .. -. .. 

'' ... 
-

' .. - ... _r_ .. ,. . ~-·,..- -· ..• 
' "• 

Articlei altJpecial rale6. . 1, 

' ,·' -
Coal 

. 
111 Ill . . •• . . .. •• 3 ,. 

}ish, salted . - - .. 17 . . 17 1 

Fodder ~ 2. ' - - . ·-·· .. .. 
Matches -- - .... 4 ·a ~-,; 1 . 1 

Tobaeco -· -· - ~30 ·9 121 . 130 . .. 
Toys - - .. ' 3 . . 3 1. 

.. 

Total at special rates •• 267 
l 14. 253 •.i36 

... 
Ad t-alQrem at 15% .. 1,134 108 1,026. 154 

Total duty •• . .. .. . . .. 290 . -



II. 
Coil3ting imports into Burm~Foreign merc1iandise-Values and 

' - duty in lakhs. 
- -. ' 

Intra Net. - Gross .. Pro- India- Duty. 
"' vincial. Burma. 

f . . 
00 .. -

" ' •. Total' .. '193· 8-t 109 •·• .. . 
"' 

Free goo-18. 
Books •• .. •• . . 1 . .. . 1 . . 

I 
Dyes ~~ 

... . .. .. 2 ... 2 ... . . , ... ' .. 
:Machinery •.• .. •1 15 4 no . -.. ... . '0 

0 Total free .. 18 4 14 . .. . . . . . 
Total flutia.ble- . 175 . so 95 .. . .. . . : . . .. 

.. Dizti~'f:-le at 1pecial rate-. • . . . . . . . . 
Liquors . . t• .. G 2 3 3 ··- . I .. 
Matches ;· 2 1 1 1 •• •• , .. .. 0 -· . ' - -
To'J:Iacc() - 11 4 7 '1' ... .. .. 

r .. • . 
Total .. 18 7 11 n . 

ild "alorem at 15% ... 157 .'Z3 ' 84 13: . . 
'Iotlll d11ty .. . . . . . . 24 

0 -
III. 

Coas.ting exports. from Burm(],-But·mese merchanilise-Val-ues anrl 
1 d1tty in laklbs. 

. . 
0" 

.. Intra Net • 
! - Gross~. !»- :Burma.- Duty. 

vincial. India . 
. . . . . . 

.. . . 
. 

~ Total 3,317 117 3,200 . ... . . 
-0 • . . 

Kerosene and petrol. - .. 885 15 870 •• . 
; . 0 0 

-. 
Total excluding kerosene and petrol 2,432 • 

0 102 2,330 .. 
• ·o 

' . ·• 



- .. 

j Intra .Net -- Gross. Pro .. . -Burma. .. . Duty. 
I I vineial. India. . • , .. 

. 
-· ' 

. . 
Free goods. 

' .•' ; 
t I ._, . . •.. ~- .-.~ ·if .. 

Grain, pulse' and flou.r 
.. .. . . 1,760 9 l,751 

,_ 
.. 

.. 

llidee and skins •• 8 8 .. .. .. 
' -. . . n 

£ ' .to 

tickla.c .. .. . . il . .. J>l -·~~ ~« .• ' . 
Cotton. raw ... •• . . I .. 1,' ... 

- .. ' 
··' .. 

Total free l,S2Q . 9· '1.811 .. / . .. 
Tota.t dutiable excluding kecosene I 

and petrol . . . . . . '612 93 519 ·' .... 
Du.tia1:!U al 1peci«.l rafe&. .. 

Fodder .. . .. . . -~ l ~. I. ... 1- 1 •• 

' " ' 'Ill> 

Matchee .. ... . . 18 t 16 ~.- '-·~ 13 
··~ljr.,,., ; . •,'··-· 

Lubrica.ting oil .. . . .. 34 :. . ' 34: / 

" 3 ... 
. ' 

' e' ; 

Tobaoeo .. .. ... !1 $ u . . ·····s ·· . ... . . . .. -
Tota.l { excl11ding kerosene and. petrol' ' 
dumahleats~r~ ... 7-5 ~ 63 24 . 

Ad val$rem<f1it lG% ... 517 81. ,.; ··.&56 '7l . 
'Total duty ( e:z:cl.udin·g keroseme and 

petrol) •. :95 ... ... .. .. 
·~ . .. . .. 

-

IV. 
Coasting exports from Burm~Foreign merek·anaise-Values · · a'Yid 

. duty in lakhs. 

' ' - Intra Net 
- Gross. Pro-. Burma- • Dnty. 

' vinci&l.. India.. 

. Total 122 75 
.. ,. ~ 

47 .. ... .. 
Free goods. ' 

llachmery ... .. . . l) '~ 4: 1 -~· . " ~ 

'Tdtaitree ... .s 4 l .. 
'Total dutiable 111 .. "7'1 . . 46. •. . ... ... 
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I 

Intra. Net 

' 
. ' ' - Gross. Pro-· Burma- Dutr. . 

vincial \ . India. . 
• -

.D'-'liable al special rates. 
. 

. 
~· ' 

.':' " .• 
\ 

::I'oba.cco ~ - .. ·- -- 3 s 1 1 
., ' ., ' ,., 

' 
I ·,~ . . '' . . . 

' · -..T~tal at special rates .. 3 2 1 1 . .,, 
'· .All valorem al 15% ... 114 69 45 '1 
..... i. A I 

.. 
·' !l'otal duty 8 •• •• • • .. 

. .. " " 
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List vf Enclosures. 
-

l. Letter to ·all local Governments of Governors' __ Pro• 
vinces (except Burma), No. F .. -67130-R., dated _..the 
24th June 1930. · • - - . - _. --... . 

I 

2. Letter to the l..1lief Secretary to the Government of 
.Burma, No. F.-67130-R., dated the 24th Ju.ne 1~0. · 

3. Letter to the Registrar, High Court, - Calcutta, 
Appellate Side, No. F.-67130-R., dated the 24th_June 
1930. . 

4. · Letter to the Chief Commissioners, Coorg, Baluchistan, 
Delhi, Ajmer-.Merwara, No. F.-67130-R.; dated_ the· 
24th June 1930. .- - _ · . ·. 

5. Letter to the Chief Commissioner, North-West Frontier 
Province, No. ~,.-108130-R., dated the 2nd· August 
1930. ' - - .. 

6. Letter from the Government of Madras, No. ,978, _dated 
the 11th August 1930. 

7. Letter from the Govern~ent- of. Bo~bay, No. 1!1'51, 
dated the 13th August 1930, and enclosures. . · 

8. Note by His-Excellency the Governor of Bombay. ·· 
' 9. 1-'elegram to the Government of Bombay,·~ o. 2940-S., 

dated the 31st August 1930. . -- -· -, . 

10. 'l~elegram from the Government of Bombay, dated the 
7th September 1930. · 

- -

11. l ... etter from the Gover.nment of Bengal, No. 219-~.0., 
dated the 15th August 1930, and enclosures. . ~ . 

12. Letter from the Government of .Bengal, No_.. 222..-A.O., 
dated the 22nd August 1930, and enclosure. _· . , _- ~-

13. !Mtter from the Government of the _United Provinces, 
No. 4949-C., dated th~ 23rd August 1930, .and·, 
(•nclosures. . - : _ .- _ , ' - -

14. Letter from the Government of the Punjab, No. 4706-S. 
R.eiorms, dated the 14th August 1930; and enclosures~-

15. Letter from the Government of the pru{jab, No. 650~ 
S. Reforms, dated the 16th September 1930, and·-· 
endosures. · -- - -

16. Letter from the Government of Burma, No. 392-D.-30, 
dated the 13th August 1930. l ·. · 

17. Letter from the Government of Bihar· and Orissa, 
No. 4368-.A.R., dated the ~3rd August 19~0, anq 
enclosure. 
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18. Letter from the Government" of the <.AA!tral Provin­
ces, No. R.-i5-IV, dated 'the 12th Aughst 1930. 

.... .... : ' 
19. Letter from the Government <;>f ·Assam, No. llfm.-SI 
" ~ 8801-A . .P., dated the 12th August 1930. 
20. Letter. ·from th~- Chief Commissioner, Delhi; No. 7131-· 

· Home, dated the 8th August 1930. · · · 
21. ·Lettel" from the Chief Commissioner, Uoorg; ·No. 28521 

·. ; 11-28,· dated the 4th September 1930. · · . ~ ·. 
·22. ; Letter· from the Chief· Commissioner, North-\Vest 

. Frontier. Province, No. 3305-P., dated the 28j29th 
~ August 1930, and enclosure. · ·. · 

23~ 'Letter from the· Chief' Commissioner, Baluchistan, 
.. No~ 3614-P., d~ted the 14th August 1930. · 

24. Letter from' the Chief Coinmissioner, Ajmer-.M.erwara, 
:No. ·45-l:.!lll-U.O.J30,. dated the 15th August 1930, 
and enclosure. . · · · 

25.- ·Letter from the Registrar, High Court, ·Calcutta, 
No. 11741-G., dated the 18th July 1930. · 

Lsl49R0-20(}-27 ··9;~0--G, IPS 

v~ 


