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To The Most Honourable the Marquess of ZETLAND, 
P.C., G.C.S.I., G.O.I.E., 

His Majesty's Secretary ·of State for India. 

Mt LORD MARQUESS, 

1. The Terms of Reference to the Financial Enquiry with which 
I ~as entrusted by His Majesty's Government were :-

.. To make recommendations to His Majesty's Government, 
after reviewing the present and prospective budgetary positions 
of the Government of India, and of the .G.overnments of the 
Provinces, on the matters which under Sections 13e (1) and 
(2), 140 (2) and 142 of the GoverIiment of India Act, 1935, 
have to .be prescribed or determined by His Majesty ill Council 
(subject to the approval of both Houses of Parliament) and on. 
any ancillary matters arising out of the financial adjustments 
between the Government of India and the Provincial Govern­
ments regarding which His Majesty's Government may desire 
a. report." . . . 

By a letter dated the 18th December, 1935, Your Lordship 
further informed· me with regard to the last phrase in the above 
Terms of Reference as follows :-

•• His Majesty's Government do .not desire, at present, to 
particularise any'" matters that may fall within this category. 
n appears to them, however, that the survey which you will 
maKe of the existing financial relationships of the various 
Governments in India may itself give rise to questions requir­
ling to be answered. It may appear that the objects which the 
relevant sections of the Act are designed to promote may be 
better achieved j.f initial financial adjustments are made in 
-respect of o~her matters, so far as the provisions of the Act 
permit, upon the introduction of the new Provincial Constitu­
tions. For example, it might well seem desirable that the 
question of adjustments in connection with the existing 
liabilities of the Provincial Governments to the Central 
Government should be taken into account . 

.. They accordingly desire you to have regard, in the course 
of your investigations, to any such possibilities and to make 
such recommendations thereon in your report as you think fit. " 

Section 138 (1) and (2) of the Government of India Act, 1935, See 
deals with the allocation of Taxes on Income (other than taxes on Appf;lndix I 
agricultural income) ; Section 140 (2) with the assignment of the 
net proceeds of the Jute Export Duty; and Section 142 with grants 
in. aid of the revenues of the Provinces. - . '.. ., 

. 2. Before my departure to India I was supplied with a large. 
number of documents bearing on the questions arising under these, 
Terms of Reference, and both then and later I have received from. 
the Provinci(l,lG-Qy~p-\m~nts detailed and lucid me,moranda onth~ 
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financial position of their respective Provinces. While in India 
I had the advantage of discussing these statements with the 
financial authorities of each Province; and I am much indebted to 
these gentlemen both for their original memoranda and for .enabling 
me, often at some inconvenience to themselves, to hear their further 
oral comments and explanations. I had in addition the advantage 
of personal discussion in Calcutta with the Governors of Bengal, 
Bihar and Orissa, and Assam, in Bombay with the Governor of 
Bombay, in Lucknow with the Governor of the United Provinces, 
and in Lahore with the Governor: of the Punjab. While I did not 
think it necessary to hear formal evidence from non-official bodies, 
I have duly considered a. number of written non-official representa­
tions which were addressed to me. 

In Delhi I had lengthy and continuous discussions with the 
Finance Department of the Government of India and owe much 
to their ready aid, both in preparing material for the Enquiry before 
my arrival, and in supplying me with information and assistance at 
a time whe:o. they were in addition engaged in the annual prepara­
tion and discussion of the Indian Budget. 

My Secretaries (Mr. V. S. Sundaram, Mr. K. Anderson and Mr. 
H. S. Stephenson) greatly assisted my work by their knowledge, 
zeal and assiduity. 

3. Throughout the discussions leading up to the Government of 
India Act, it has been recognised that at the inauguration of 
Provincial Autonomy each of the Provinces should be so equipped 
as to enjoy a reasonable prospect of maintaining financial equili­
brium, and in particular that the chronic state of deficit into 
which some of them had fallen should be brought to an end. My 
first object has accordingly been to examine the present and prospec­
tive financial position of the Provinces and to determine the extent 
to which special assistance would be needed in order to achieve the 
above aim. Next it is necessary to consider how far the Central 
Government is in a position to render such assistance without 
jeopardising its own solvency. Finally, I have had to look further 
into the future and to suggest to what extent and when it may be 
possible for the Centre to place additional resources at the disposal 
of the Provinces out of the proceeds of Taxes on Income. From 
the Provincial point of view, the desirability of attaining this final 
result is undeniable, and the only question (though in itself a 
difficult question) is to determine an equitable basis of distribution. 
From the Central point of view, on the other hand, it is clear that 
the financial stability and credit of India as a whole must remain 
the paramount consideration. Moreover, this is as essential to the 
Provinces and to the success of Provincial Autonomy as it is to the 
Cen~r~ itself. Throughout my recommendati?ns ~ ha.ve kept the 
stablhty of the Central finances continuously ~n mmd, 
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4. Previous discussion of these problems has taken place jn the 
deep shadow of economic depression, and inevitably in that dis­
cussion the difficulties and uncertainties of the position have pre­
dominated. Thanks to the prompt measures taken in the early 
.stages, the initial collapse in the Central Budget under the impact 
of the depression in 1930 was rapidly corrected. But the question 
of immediately pressing concern was to devise measures to increase 
or maintain the revenue and to reduce expenditure. The probable 
pace of recovery could not be gauged, and the practicability of 
transferring resources from the Centre to the Provinces thus 
remained problematic. On the other hand, the efforts of the 
Provinces (some of which, it must be admitted, were more drastic 
than others) to achieve a. similar degree of budgetary improvement 
were less rapidly successful, and the extent to which the Provinces 
appeared to be dependent on Central assistance, if an " even keel JJ 

was to be attained, was thus at times exaggerated. To-day it is 
possible to view the situation in the light of five years' experience 
since the commencement of the slump, to appreciate how far 
recovery has occurred and to envisage an actual position nearer the 
decisive date. Compared with deficits of over 11 crores in each of 
the years 1930-31 and 1931-32, the Central Budget has produced 
surpluses of considerable magnitude in the year 1932-33 and every 
subsequent year,· and this in spite of the abolition of pay-<!uts and 
the remission of most of the increase in rates of Income Tax, and 
in spite also of the annual surrender since 1934-35 to Bengal, Bihar 
and Orissa, and Assam of nearly two crores of Jute Export Duty. 
In the Provinces, likewise, a comparison of the anticipated budget 
outturn in 1935-36 reveals very substantial improvement over the 
deficit position of, say, 1930-31, though this is partly due, of 
course, to the above assistance from the Centre. 

5. While it is true that the revenues of India have not returned 
to the exceptionally high figure prevalent before 1930-31 and it may 
be a long time before they again reach that level, there has been 
an appreciable recovery from the bottom-perhaps more than is 
generally realised in India. The improvement is parallel to, if 
not precisely identical with, what has occurred in many other parts 
of the world and reflects the same underlying conditions. There· 
is no sign that it has ended, or that the natural tendency 
to automatic growth has ceased to function. It would, I think, at 
least be legitimate to anticipate a. continuation of the recent rise at 
a moderate pace. 

Both the Centre and the Provinces may expect to profit by this 
circumstance. While it is often said that Provincial revenues are 
less expansive than Central revenues, I think, despite Permanent 

• The position in the later ;rears is not clearly visible from the usually 
luoted figures owing to the inclusion of these surpluses as special non­
recurring grants in revised estimates and final accounts. 



·Setilerqent in two Provinces, too much stress may ·be put on ihis 
difference. Consumption taxes "in the Provinces might reasonably 
be expected to rise with consumption taxes (Customs and Excise) 
at the Centre. On the other hand, Central Customs duties, 
particularly if highly protective, are subject to definite limitations 
as 'revenue producers: nor does'it seem tobea fact that Income 
Tax (at the ·same rates· of tax) increases in yield 'much more 
'rapidly ·than other taxes. An important item of previous Central 
Budgets and forecasts, the net revenue from the Railways,· from 
which the Percy Committee in 1932 anticipated a future receipt of 
five crores per annum, has not yet resumed its place in the resources 
of the Centre. 

6. Expenditure at the ·Centre cannot be expected, consistently 
with safety, to decrease much below the point to which it has now 
been reduced. There may be future savings on debt conversions, 
hut so far as they remain with the General Budget, they hardly 
seem likely to do more than assist in reinstating a more adequate 
contribution to debt redemption than the present reduced figure of 
three crores. It is,however, at least unnecessary to contemplate 
any serious increase in total expenditure, unless the Railway 
Budget, contrary to expectation, fails to improve. 

7. Expenditure in the Provinces could obviously be increased, 
with advantage, on many heads. This is a question of degree and 
opportunity. Some expansion in fact took place even with existing 
Provincial resources, especially in the years before the slump when 
many Provinces were able, for instance, to increase s~bstantially 
their expenditure on education, agriculture, medical and public 
health. And some expansion may now be anticipated from the 
recovery of Provincial revenues, not all of which are or need be 
static. Nevertheless, the allocation at an early date of a share in 
Taxes on Income under Section 138 of the Government of India Act 
constitutes for many Provinces the main ~ope for future expansion. 

8. On a general review of existing tendencies, 1 should conclude 
that the budgetary prospects of India, given prudent management 
of her finances, justify the view that adequate arrangements can be 
made, step by step, to meet the financial implications of the new 
constitution. A change of constitutional and administrative arrange­
ments cannot, of course, in a moment alter the general financial 
position or enable all conceivable financial. desires to be met. But 
I see no reason why a cautious but steady advance should not be 
achieved. 

9. I turn now Plore particularly to the prior question: the present 
position of the Provinces and their contrasted positions inter se, 
both of which fall under the objective of starting the Provinces on 

.• The Railways bear no amortisation charge on the debt incurred on. theit 
behalf by the Government of India. 
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the occasion of Autonomy on " an even keel." Various matters 
arise in this connection: how far in actual fact is each Province 
now solvent and likely to remain solvent-a matter which cannot 
be judged on one year only? How far, whatever may be its present 
position, has a Province administered its affairs, whether in taxa­
tion or in expenditure, with adequate firmness? How far has this 
or that Province, for whatever reason, been financially neglected in, 
the past and thereby condemned to a lot from which others have 
escaped? It is obviously impossible to ;reconcile all the conflicting 
views and arguments on these issues. r,r'he recommendations I shaH 
make represent in my belief an equitable settlement as between 
the various contestants and will, I hope, be accepted on that basis. 
I would only add here that in any country of the size of Indiat 
there must inevitably be substantial' differences in standards of 
administrative needs and possibilities, just as, there are in other 
areas of the same size in the rest of the world, or for that matter 
even in much smaller units. 

10. The present position and relative size of the Provincial 
Budgets are shown in Appendix II. As regards the figures for 
1936-37, it must be borne in mind that they are estimates; and 
experience suggests that the deficits thus prognosticated will in the 
actual result be smaller. Apart from that, there are a number of 
adjustments· to be made-in either direction-before these figu;res 
can be regarded as any necessary indication of the future. Nor can 
any settlement undertake to secure that no Province shall, at any 
time and whatever the course of its administration, be freed from 
the ordinary risk of a casual budgetary deficit. Provincial Autonomy 
necessarily implies autonomous responsibility in this direction also. 

It is obvious, as the Percy Committee said, that special assistance 
to certain Provinces, which, whatever precise form it takes, can 
only be given at the cost of Central revenues, must operate to delay 
pro tanto the general transfer to all Provinces or-their share of 
Taxes on Income. This consideration cannot be absent from the 
mind of anyone endeavouring to deal fairly with the whole problem, 
and sets one limit to the amount of prior readjustment which can 
reasonably be admitted. 

At the same time it is equally clear that some Provinces are 
intrinsically better off than others and at the moment less urgently 
in need of additional resources; and it is both fair and inevitable 
that a certain measure of correction should be applied, even if it 
means that Provinces which have been able to attain higher 
standards of administration should now to some slight extent have 
to progress more slowly. 

* For instance, cost of new constitution: cessation of certain smaU 
revenue receipts from the Centre : in addition to general trend of existing 
revenue and expenditure. 
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11. Certain further general comments may be made. Bombay 
bas just received anJlual relief to the extent of approximately 
90 lakhs from the separation of Sind; Madras and Bihar approxi­
mately 20 lakhs and 8 lakhs respectively from the separation of 
Orissa. Madras, Bombay and the Punjab have certainly not the 
lowest administrative standards in India. Bengal is clearly on a low 
standard, while Bihar and Orissa has been generally recognised as 
the poorest Province in India.. To a less extent similar considera­
tions apply to the Central Provinces. The position of the United 
Provinces is in so far peculiar that while its ultimate future gives 
less reason for anxiety, its immediate difficulties are considerable. 
Sind and Orissa, as newly instituted Provinces, have special 
problems of tl;J.eir own. 

12. At this stage a rather lengthier comment is required on certain 
individual Provinces. . 

13. Sind.-For the year 1936-37, the Government of India have 
provided a subvention to Sind of 102 lakhs plus non-recurrent 
;grants of 4 lakhs for initial equipment and election costs and 
-2 lakhs unallocated. In addition, the Government of India have 
undertaken to provide 17l lakhs for buildings in Karachi from 
!their anticipated surplus for 1935-36. 

The deficit for the future (excluding the Lloyd Barrage, but 
allowing for certain reasonable additions both to revenue and 
~xpenditure) may be estimated at 105 lakhs-a considerably higher 
:figure than the estimate of the Sind Conference in 1932 (approxi­
mately 80 lakhs). There are possible increases in revenue, for 
instance in Land Revenue from the Barrage Lands, and the above 
figures exclude any ultimate receipt from the allocation of Taxes 
.on Income. 

I think the initial subvention under the Act may properly be 
'fixed at 105 lakhs a year, to which should be added a single non­
Il"ecurrent grant of 5 lakhs which can be used, for instance, towards 
the cost of a jail at. Shikarpur. 

The more difficult question is what modification should be made 
in this subvention in later years. 

The future of Sind and of the subvention as part of Sind finances 
is inseparably bound up with the financial future of the Lloyd 
Barrage. In considering to what extent it is justifiable to continue 
this charge on the Centre, I must assume that the Barrage scheme 
will be administered on lines comparable with similar schemes 
~lsewhere and that adequate rates will be charged for the facilities 
it will provide. 

From a survey of the prospects of the Barrage scheme just made 
by the Government of India, it would appear that the charging of 
part of the interest to capital (which is necessary during construc­
tion and the earlier years of partial working) can cease at the end 
of 1937-38, after which year net revenue and capital receipts should. 
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cover interest; and that by the end of 1939-40 new capital expendi­
ture will cease. After that date it will be possible to fix the definite 
service (interest and. amortisation) of the Barrage debt, which will 
of course be a future charge on the revenues of Sind: As there will 
be special capital receipts in the earlier and not in the later years 
it would be appropriate to fund this debt, not on the basis of an 
equated annuity over a period of years, but on the basis of suitable 
instalments of principal together with interest on the balance out­
standing. Until the date ~f funding all receipts in excess or-interest 
should be applied to reduction of debt. If the service is spread over 
40 years from 1st April, 1942, at 4l per cent. interest, .with capital 
repayments of 751akhs a year in the first 15 years, 60 lakhs a year 
in the next 10 years and 50 lakhs .a year thereafter, the latest 
estimate of net receipts from the Barrage (capital and revenue)­
net in the sense of excluding one-tenth oftha revenue as Land 
Revenue and also deducting the equivalent of pre-barrage. net 
Irrigation receipts-make it probable that in the early 1940's there 
would be a growing margin over the required debt charges. 

While naturally all such estimates must be treated with caution, 
on this basis Sind (apart from a. growing receipt in the one-tenth 
Land Revenue) would be making a profit on the irrigation scheme 
after providing for dept charges thus adjusted, and it would not be 
reasonable that the subvention should continue unaffected by this' 
fact. 

In all the circumstances and bearing in mind the necessarily 
conjectural nature of estimates for a period' stretching so far into 
the future, I recommend that the Sind subvention should remain 
at 105 lakhs for a. period of 10 years (i.e., till 1946-47 inclusive) ; 
and should then be diminished by 25 lakhs a. year for 20 years, by 
40 lakhs a year for the next five years, by 45 lakhs a year for the 
next succeeding five years, and thereafter until the whole Barrage 
debt is repaid by 50 lakhs a year. When the debt has been repaid 
(i.e., in about 40 years from funding in 1942) any remaining portion 
of the subvention will, of course, in any event cease. 

Under this arrangement it should 'pe possible for pr9per 
administration to secure in every year a balance from the Barrage 
in favour of the general revenues of Sind over and above the debt. 
charge and after allowing for the periodic reductions of the sub­
vention; and it will therefore be in the direct interest of Sind to' 
achieve results at least as favourable as those on which the estimates 
are made. 

14. Orissa.-The Government of India propose .to assist Orissa 
in 1936-37 by a grant of 50 lakhs,of.which 40llakhs are in respect 
of the deficit in the revenue budget,. 7llakhs are required for non-· 
recurrent purposes (establishment of Famine and Road Funds and 
initial equipment), and 2 lakhs are unallocated to specific 
expenditure. 

35393 
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Som~ increase in expenditure is inevitable: it is impossible to 
ignore the fact that the existing standard of expenditure in Orissa 
is extremely low; and the scope, for expansion in the Province's 
own resources in the early future is unusually limited. 

As against the provision of 40i lakhs in 1936-37 for recurrent 
Orissa expenditure. it is therefore necessary to contemplate a 
somewhat higher normal scale of assistance, and my conclusion 
is that the figure should be increased to approximately 50 lakhs. 

I recommend also, in order to ease the position in the earlier 
years, that the Government of India should make a further grant 
to the Orissa Famine Fund so as to raise the total in the latter to 
the figure of 10 lakhs prescribed in the Orissa Order in Council. 
Five lakhs have already been provided for this purpose and a con­
tribution of It lakhs is included in the 1936-31 Orissa Budget, so 
that a further' non-recurrent sum of about 4 lakhs would be needed. 

Finally, it is clear that the cost of providing the new Province 
with such essential buildings as are required will be rather more 
than the sum of 271 lakhs for headquarters alone, which the 
Government of India are setting aside out of their anticipated 
surplus of 1935~36: In my view, a further sum of 15 lakhs should, 
suffice if a reasonable standard is set; and I recommend that assist, 
ance fol" this purpose, additional to what has been proposed in the 
two preceding sub-par~OTaphs, should be provided at the rate of 
3 lakhs per annum in each of the first five years. The total 
assistance which I propose should be given to Orissa is thus about 
£)7 lakhs in the first year, 53 lakhs a year in the next four years and 
thereafter 50 lakhs a year. 

15. Assam has been universally recognised as a deficit Province 
and must undoubtedly receive assistance. The measure of the 
assistance depends partly on the prospective revenue of Assam 
allowing for a very moderate amount of continued recovery, and 
partly on the degree to which the existing Provincial deficit (47 
lakhs in 1935-36) can be regarded as having been unavoidable, 
(either as regards expenditure or taxation). Allowance has further 
to be made for the cost of Provincial Autonomy, and for certain 
adjustments of expenditure with the Centre, including the cost 
of the Assam Rifles, hitherto mainly borne by the Central 
Government. ' 

Taking all these considerations into account, I recommend that 
Assam should be given assistance to the extent of approximately 
45 lakhs a year, irrespective of the special arrangement for the' 
Assam Rifles mentioned in the next sub-paragraph. 

At present the Central Government pays 12 lakhs per annum 
towards the total cost of the Assam Rifles (15 lakhs). In future 
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the Central Government will in any case pay 'the cost of the 
Manipur Battalion (approxim:ately a lakhs). The Central Govern­
ment now proposes to bear 7 la.khs of the cost of the remaining 
Assam Force and to treat this payment separately from any 
assistance for Provincial needs proper. I think this is an equitable 
arrangement. 

The Assam Government put forward a special claim: in connec­
tion with the proceeds of the Excise Duty on Assam oil; though 
the incidence of the tax obviously does not fall on the producing 
Province. I do .DOt think there is any tlconomic justification for 
this particular claim: or that it presents any real analogy with 
superficially similar claim:s which it may be a.lleged have been 
recognised elsewhere. In any case, -having regard to the amount 
of the proposed assistance, which such a receipt could only operate 
to reduce, it is unnecessary to pursue this matter further. 

16. The North West Frontier Province, which has since 1932 
received an annual subvention of 1 crore from the Central Govern­
ment, is so far in a special position that Section 142 of the 
Government of India Act permits an increase in its subvention at 
any tim:e without an address from the Federal Legislature. It 
is, however, desirable, both from the point of view of the Province 
and from that of the Central Government, that the subvention 
should be fixed for a certain period of years. Mter examining the 
past and prospective budgetary position of the Province (and also 
incidentally the various references made in the past to equivalence 
in certain respects with neighbouring districts of the Punjab), my 
recommendation is that the existing subsidy of 1 crore should be 
supplemented by approximately 10 lakhs per annum. In so far as 
this assistance may take the form of a subvention under Section 142, 
it should be fixed for a period of five years, after which it should 
be subject to revision in the light of the then existing circum­
stances. By revision I am far from im:plying a further increase. 
I contemplate merely that the position should then be reviewed in 
the light of five years' further financial administration. 

17. To revert now from these specific cases to the wider con­
siderations of paragraphs 10 and 11, and summarising the whole 
provision which I believe to be requisite, I think that assistance 
of the following approximate annual amounts· should be given to 
the Provinces mentioned below, as from the date on which Pro­
vincial Autonomy commences. This assistance should be given 
irrespective of the ultim:ate allocation of Taxes on Income and 
should not be affected by that allocation. 



Bengal ... 
Bihar 
Central Provinces 
Assam ..... 

North, West Frontier 
Province 

Orissa 

Sind 

United Provinces 

12 

75lakhs. 
25lakhs. 
15lakhs. 
45 lakhs (apart from 7 lakhs in respect of 

the Assam Rifles as indicated 
in paragraph 15). 

110Iakhs. 
50 lakhs plus 19 lakhs non-recurrent as 

indicated in paragrah 14. 
105 lakhs plus 5 lakhs non-recurrent, and to 

diminish as indicated in para­
graph 13. 

25lakhs for five years. 

450lakhs. 

Against this sum, 258 lakhs (North West Frontier Province 100 
lakhs, Orissa 50 lakhs, Sind 108 lakhs) are already provided in 
. the Budget of the Government of India for. 1936-37 . The recurrent 
additional cost to the Centre would therefore be 192 lakhs a year. 
In addition, certain further non-recurrent grants are contemplated, 
amounting in aggregate to 24 lakhs. 

18. Can the Centre support such an additional.demand? Apart 
from this sum of nearly 2 crores per annum, concurrently with 
the inauguration of Provincial Autonomy, Burma will be separated 
from India at a net loss to Central Revenues now estimated by 
the Government of India at about 2icrores. These two items 
together clearly would present a budgetary problem of some magni­
tude if they had to be faced in 1937-38, at one blow and so soon, 
from the normal resources of a single financial year. Thereafter, 
owing to the expansion in Central resources which may with 
confidence be anticipated, they need occasion no special difficulty. 
Thanks, however, to the Reserve Fund of about 2 crores, which is 
being constituted out of the anticipated surplus of the year 1935-36, 
I see no reason why the grant of these additional resources to the 
Provinces should not commence in 1937-38. In so concluding, 
I should be lacking in frankness if I did not make it clear that the 
scope in the next few years for relaxation of revenue burdens 
is likely to be extremely small unless economic improvement takes 
place at a rate well in excess of what can now safely be assumed. 
I have, however, felt it right to assume that the establishment 
of Provincial Autonomy must be regarded as an objective to which· 
the Government of India will give special consideration in assessing 
the relative order of its financial aims. From the financial point 
of view, I conclude that His Majesty's Government may safely· 
propose to Parliament that Part III of the Government of India 
Act, 1935, should be brought into operation a year hence. 
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19. It remains to consider what form this measure of assistance 

should take. 

Where financial assistance is to be given by a creditor fo an 
existing debtor, elementary common sense suggests that the shortest 
and simplest method of adjustment is by reducing the claim of 
the creditor on the debtor, and I have naturally been led to con'­
sider whether the assistance I recommend that the Centre should 
give to the above· Provinces cannot conveniently be provided in 
whole or part by such an adjustment of debt relations. 

In so doing, however, I must first of all take into account the 
effect on the existing debts of the Provinces of certain arrange­
ments which the Government of India propose to make (see. 
Appendix III). On many grounds, financial and administratwe',. 
I think the proposed method of decentralisation of balances ex­
tremely desirable. In so far as the Provinces will thus be using' 
surplus balances as a set-off to debts due by them to the Centre, I 
must count any saving from such reduction of their debts as part 
of the assistance I propose, as the charge for these debts has swollen 
their existing and prospective budgets. But the proposal in 
Appendix III will leave the -Provinces t'o·,bear certain interest charges 
which have hitherto faJlen on the Centre, and ·for that I must make 
allowance before counting as assistance the results of debt cancella­
tion. 

In certain cases it is convenient to combine the results of de-­
centraJisation and of debt cancellation and I therefore propose, on 
the definite assumption that the Government of India's decentrali­
sation proposals are accepted, as I think they should be, to cancel 
in the case of Bengal, Bihar, Assam, the North West Frontier Pro­
vince and Orissa the entire existing debts of these Provinces to the 
Government of India, counting against the assistance I propose 
only the net annual budget saving. In the case ()f -the Central 
Provinces I propose to cancel part of the debt to the Centre. In 
the case of the United Provinces and Sind, it is not in my opinion 
convenient to cancel debt, and assistance must be given in a different 
form. 

20. Parenthetically and to complete the picture, it should be 
added that the Government of India.'s proposals further contem­
plate the consolidation of such Provincial debts as remain, on terms 
which appreciably benefit the Provinces. I see many advantages in 
this proposal which I should support. I welcome the fact that 
Madras, Bombay and the Punjab, to whom I do not suggest any 
immediate assistance as part of my proposals, will derive cer.ain 
advantages from this scheme. And I do not think it necessary 
to modify my own proposals because of the additional benefits 
which would accrue to the United Provinces, the Central Provinces 
and Sind. 
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. 21. On the basis indicated in paragraph 19 I thus recommend 
that the following cancellations of debt should take place-

Approximate net 
annual saving of 

which I take 

Bengal... ...1 { 
Bihar ... ... . .. I All Debt contracted with the 
Assam .. ... . .. '- Ct' tIt A ·1 
N t · W t F t' r en re prior 0 s prl , 

or lL. es ron 1erJ 1936. 
Provmce... .. . 

Orissa... ... .. . 

account. 
33lakhs. 
22lakhs. 
15llakhs. 

12lakhs. 
9i lakhs. 

15lakhs. Central Provinces Deficit Debt as on 31st March, 
1936, and approximately 2 
crores of pre-Reform Debt. 

22. The claim of the jute-producing Provinces to the whole or 
part of the Jute Export Duty has already been recognised to the 
<extent of 50 per cent. by the Government of India Act. In my 
oopinion, it is doubtful whether the argument that the incidence of 
'ihis particular Duty falls wholly on the producer can be maintained. 
No concrete statistical proof of this contention has been produced, 
and even if such proof could be produced for a specific date, it may 
be doubted whether it would be valid in all circumstances of a 
changing market. Further, even if the argument were completely 
sustainable, it would not be conclusive on the question whether or 
not the community as a whole in India was entitled to tap this 
source of revenue as it must in fact tap other sources of revenue of 
unequal provenance among the different parts of India. ·No source 
of revenue, whether Customs, Excise or Income Tax, can in fact 
in any country be derived equally from all parts of the country 
alike, rich and poor, industrial and agricultural. In so far as a claim 
may be put forward orr the ground that the taxable capacity of 
Bengal is limited by the incidence of this Duty, that is a claim not 
so much to this particular Duty as to financial assistance generally; 
it is part in fact of the· case for a share in Taxes on Income or for 
such prior special treatment as it is the object of my present 
recommendations to secure. 

It may be thought that whatever validity there may be in the 
economic argument has already been met by the surrender to the 
Provinces concerned of 50 per cent. of the net produce of the Duty. 
It will, however, 1:e convenient that part of the assistance I contem­
. plate should take the form of an increase in this figure, and there­
fore I recommend that the percentage should be increased under 
Section 140 (2) of the Act to 62t. On the estimated gross yield 

:of the Duty in 1936-37 at 3,80 lakhs, this increase of 12~ per cent . 
. would mean in round figures the following additions to the resources 
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of the Provinces concerned, at a corresponding cost to the Central 
Government: 

Bengal 
Bihar 
Assam 
Orissa 

Lakhs. 
42 
2t 
2! 

rather over 1 
23. The result will be, after allowing for the advantages derived 

from debt cancellation (paragraph 21), to complete the required 
assistance (paragraph 17) except in the case of Assam, the North­
West Frontier Province and Orissa, which will still require 30, 100 
and 40 lakhs, respectively. In addition there remain the special 
cases of the United Provinces and Sind, in which, for differing 
reasons, the method of adjustment by debt cancellation was not 
thought appropriate. 

24. I recommend therefore that annual grants-in-aid under Sec­
tion 142 of the Act should be charged on Central Revenues as 
follows :-

United Provinces 
Assam 

North West Frontier 

25 lakhs for a fixed period of five years. 
30 lakhs (subject to the proposal as to the 

Rifles in paragraph 15). 

Province 100 lakhs, subject to reconsideration at the 
, end of live years. 

Orissa 40 lakhs, with 1 lakils additional in the first 
year, and 3 lakhs additional in 
each of the next fOl1r years. 

Bind 105 lakhs for 10 years with 5 lakhs addi-
tional in the first year, then 
falling as provided in para-. 
graph, 13 until the grant ceases 
entirely on the extinction of 
the Barrage Debt in about 45 
years' time. 

25. The next matter on which I am asked to make recommenda­
tIons is the distribution of residual Taxes on Income 

(1) as betwe~n the Federation on the one hand and the 
Provinces and States on the other, and 

(2) as between the Provinces (and States) inter se. 
, Under the first head I have to recommend what percentage of 
net Taxes on Income, after deducting proceeds attributable to Chief 
-Commissioners' Provinces and to taxes payable in respect of l!'ederal 
emoluments, is to be assigned to the Federal units. Thereafter I 
have to suggest over what period and subject to what conditions the 
units shall gradually come into possession of the reEources repre­
sented by the ultimate percentage. The second aspect is the basis 
of distril:ution among the unitE! concerned of the share at any time 
accnlinO' t.n t.h"l"f'I • 
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26. The 1936-37 budget estimate· of receipts fromaH forms of 

Income Tax (including corporation tax) is 15·7 crores, which for 
. the present purpose must be reduced to about 13·6 crores on account 

of cost of collection and the prospective separation of Burma. Of 
this latter sum it may be estimated that about Ii crores pertain to 
the wholly Federal heads of corporation tax, Chief Commissioners' 
Provinces and Federal emoluments, leaving a residuum of about 
12 crores divisible between t:Q.e Centre and the units. The precise 
sum will, of course, fluctuate from year to year according to the 
yield of this head of tax, but it is at present of this order of 
magnitude. 

27. There are two considerations to be balanced in arriving at the 
percentage of some such total to be assigned to the Centre and the 
units respectively. On the one hand, there is the vital necessity, to 
which I have already referred, of safeguarding the financial stability 
of the Centre. On the other hand, havipg regard to the obvious 
future needs of the Provinces and in order to maintain a reasonable 
adjustment of relative burdens i-etween the various units, it is 
clearly very desirable that the maximum practicable distribution 
should be achieved. 

28. On a balance of the various considerations and risks involved, 
I recommend that the prescribed percentage of these taxes that 
shall not form part of the revenues of the Federation (Section 
138 (1) ) should be 50 per cent. 

29. The next question is what amount out of this 50 per cent. 
and for what periods should temporarily be retained by the Federa­
tion (Section 138 (2) ). 

It is clear that in the years immediately following the introduc­
tion of Provincial Autonomy there can be no question of the Centre's 
relinquishing a further six crores or so of its resources. 

Apart from the separation of Burma and the provision of two 
crores assistance for the Provinces which I have already recom­
mended, the additional cost of new Federal institutions (probably 
something over half a crore) may be imminent, and provision may 
have to be made for financial adjustments in respect of the States 
under Section 147 of the Act, at a ne~ ultimate annual cost now 
estimated at rather more than half a crore, though the full annual 
charge on this latter account· will presumably not fall to be met in 
the early years. If, however, there is bound to be delay, the 
Provinces will no doubt recollect that they will be receiving from 
the Centre the amounts proposed in paragraph 17 above, in addition 
to what certain of them have already been receiving from the Jute 
Export Duty and about Ii crores per annum for Roads, as well as 
certain grants (3i crores) for rural purposes. Some of them have 
also received substantial assistaT''''' HH'ongh being relieved of deficit 
areas. 
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30. In my opinion.a term of about five years would safely.cover 
the period during which the Centre will be consolidating its position 
after undertaking the initial adjustments; and this is the length of 
the period that I recommend to be prescribed under Section 
138 (2) (a). It is less easy to prescribe within this first period how 
much in fact can be surrendered. Obviously conjectures fixing 
now specific dates in this period might, in the present state of 
economic flux in the world, in fact prove substantially wide of the 
mark: and if such a conjecture had to be made so soon in terms of 
such and such a year, it might perhaps more easily err on the side 
of caution than on the side of temerity, to the disadvantage of the 
Provinces. To avoid these inconveniences, it will be preferable to 
base the amounts to be withheld not so much on specific but entirely 
conjectural dates, but on the realisation of certain concrete facts. 

The power of the Central Government to surrender a share or-its 
revenues will in fact depend largely on the extent to which its main 
expansive revenue head, viz., Income Tax, progresses, and on the 
extent to which the Railways move towards attaining a surplus, 
as contemplated by the Railway Administration at the time of the 
Percy Committee. It is in my view very desirable to give both the 
Central Government and the Provinces an interest in securing 
these results and a share in their advantages if and as soon as they 
are achieved. 

I recommend therefore that, the initial prescribed period under 
Section 138 (2) (a) being five years, the prescribed sum which during 
that period the Centre may in any year retain out of the assigned 
50 per cent. shall be the whole, or such sum as is necessary to bring 
the proceeds· of the 50 per cent. share accruing to. the Centre 
together with any General Budget receipts from the Railways· up 
to 13 crores, whichever is less. 

31. I wish to add two comments on these recommendations. 
(1) After the abolition of tax on the smaller incomes and 

the two successive reductions in the rates imposed in 1931, the 
rates of Income Tax and Supertax in India, especially on the 
higher incomes, are by no means excessive. The general scheme 
of Indian taxation (Central and Provincial) operates to relieve 
the wealthier commercial classes to an extent which is unusual 
in taxation schemes, and there would be no justifiable ground 
of complaint if a slight correction of this anomaly were main­
tained. The assignment of Taxes on Income is the main 
method of assisting Provincial finances contemplated by the 
Government of India Act: and if the remaining surcharge were 
maintained, it would materially contribute to the early receipt 
by the Provinces of additional resources . 

.. On the basis at present provided by the Railway Convention. 
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(2) The position of the Railways is frankly disquieting. It 

is not enough to contemplate that in five years' time the Rail­
ways 1p.ay merely cease to be in deficit. Such a result would 
also tend to prejudice or delay the relief which the Provinces 
are entitled to expect. I believe that both the early establish­
ment' of effective co-ordination between the various modes of 
transport and the thorough-going overhaul of Railway expendi­
ture in itself are vital elements in the whole Provincial problem. 

32. The Act requires that, during a second prescribed period, 
the Centre shall relinquish to the Provinces by equal steps so much 
of the Prov4Icial share as it is retaiping in the last year of the 
first period. Under the scheme proposed in the preceding para­
graphs, the amount so to be relinquished will depend on the two 
factors of Income Tax yields and Railway revenue; and if, by the 
·favourable operation of these factors, the amount held back proves 
in fact to be substantially less than the whole Provincial share, 
it is obvious that the task of the Centre in relinquishing it will 
pro tanto be lightened. Here again a long and somewhat con­
jectural view of the future has to be taken. In my opinion, how­
ever, it should prove safe to fix the second prescribed period at 
"five years, so that within about ten years from the commencement 
of Provincial Autonomy the Provinces may hope to be enjoying their 
full share in this revenue head. It is necessary, however, to add 
a word of warning, lest the Provinces be tempted to mortgage in 
advance these prospective additional resources. Noone can say 
in present circumstances that this programme will with certainty 
prove feasible, and it must be regarded as subject to the important 
reservation that if necessary the Governor-General will have to 
,exercise his delaying power under the second proviso to 
sub~section (2). 

33. There remains finally the difficult question of the manner 
in which any proceeds of Taxes on Income available under the 
foregoing arrangements should be distributed. 

During the past decade this question has arisen in one form 
or another on many occasions. Much of the previous discussion 
is now largely irrelevant, since it related to a constitutional scheme 
differing from that which the Act embodies and to financial dis­
positions differing from those which have now to be envisaged. 
Moreover, it has, in my view, suffered from an undue preoccupa­
tion with the quest for some automatically applicable statistical 
factor, and a tendency to raise technical problems which would 
be soluble, if at all, only with disproportionate labour and expense. 

Naturally each Province advocates the basis of division (popula­
tion, residence, etc.) which gives it the largest dividend. It can­
not be said that any of the proposed bases have any particular 
scientific validity or satisfy in any appreciable degree the ideal 
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but practically unascerta.inable test of capacity to pay. The mere 
accident of place of collection, as has frequently been pointed oull 
in previous discussions of this subject, is clearly an unsuitable guide-. 
The residence of the individual, though it may be a convenien\ 
practical dividing line for purposes of avoiding double taxation 
between separate political units, is not in itself a very scientific 
criterion. particularly in & Federation, and in fact in India gives 
results (of necessity partly estimated) too suspiciously near those 
of collection to inspire much confidence. Finally, even supposing 
it were practicable to ascertain to what part of India partiCUlar 
fractions of income (and therefore the incidence of the taxation 
burden) properly adhere, it is still arguable that in a Federation 
other considerations also are involved, particularly if the benefits 
and incidence of other forms of common taxation are unequally 
d~vided as between the various partners. 

34. After full consideration of the various elements of this 
problem, including the uncertainty of some of the statistical data. 
on which practical calculations must necessarily depend, I conclude 
that substantial justice will be done by fixing the scale of dis­
tribution partly on residence and partly on popUlation, paying 
to neither factor a. rigidly pedantic deference, for which the actual 
data provide insufficient justification. 

I am further strongly of opinion that from a practical administra­
tive standpoint it is essential to base the distribution, not on figures 
to be ascertained each year (so far as they may be ascertainable), 
but on fixed percentages. 

35. I thus recommend that the division between the Provinces 
of the amounts available in respect of the 50 per cent. share of 
residual Taxes on Income should be as follows :-

Madras 
Bombay 
Bengal 
United Provinces ... 
Punjab 
Bihar 
Central Provinces 
Assam. 
North West Frontier Province ... 
Orissa 
Sind 

Per cent. 
15 
20 
20 
15 
8 

10 
5 
2 
1 
2 
2 

100 
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36. The above allocation does not allow for the participation of 
the States. If at any time any State comes into Federal Income 
Tax and thus qualifies for a share in the residual tax, a minor 
adjustment would have to be made. But it would be desirable 
that such adjustment, which could no doubt be arranged in con­
nection with the act of accession, should not involve an alteration 
in the above percentages but should rather operate to affect the 
total to which the percentages apply just as it would operate to 
increase the initial amount of that total. 

37. My final recommendations, in so far as they involve the 
issue of Orders in Council under the Government of India Act, 
1935, may now be summarised as follows :-

(1) (a) that the percentage prescribed under Section 138 (1) 
should be 50 per cent. ; 

(b) that the distribution of this share to be prescribed 
under the same sub-section should be :-

Madras 
Bombay 
Bengal 
United Provinces 
Punjab 
Bihar 
Central Provinces ... 
Assam 
North West Frontier Frovince ... 
Orissa 
Sind, 

Per cent. 
15 
20 
20 
15 

8 
10 
5 
2 
1 
2 
2 

(2) that the amount to be retained under Section 138 (2) 
from this share should be:-

for a first period of five years, in each year, the whole 
or such amount as, together with any General Budget 
receipts from the Railways, will bring the Central Govern­
ment's share in the divisible total up to 13 crores, which­
ever is less; and 

for a second period of five years, in the first year five­
sixths of the sum, if any, retained in the last year of the 
first period, decreasing by a further sixth of that sum in 
each of the succeeding five years; 

(3) that the percentage of net proceeds of the Jute Export 
Duty to be assigned to certain Provinces under Section 140 (2) 
should be 62t per cent. ; 
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(4) that the Central Revenues should be charged with the 
following grants in aid under Section 142 :-

United Provinces 
ABBam 

25 lakhs for five years. 
30lakhs. 

North West Frontier 
Province 100 lakhs, to be ·reconsidered after five years. 

40 lakhs, increased to 47 lakhs in the first 
year and to 43 lakhs in the 2nd, 
3rd, 4th and 5th years. 

Orissa 

Sind 105 lakhs, increased to 110 lakhs in the first 
year; subject to reductions set 
out in paragraph 13. 

I have the honour to be, 

My Lord Marquess, 

Your Lordship's most obedient Servant, 

O. E. NIEMEYER. 

6th April, 1936. 



APPE1'II""DIX I. 

138.-(1) Taxes on income other than agricultural income shall be levied 
and collected by the Federation, but a prescribed percentage of the net 
proceeds in any financial year of any such tax, except in 80 far as those 
proceeds represent proceeds attributable to Chief Commissioners' Provinces or 
to taxes payable in respect of Federal emoluments, shall not form part of 
the revenues of the Federation, but shall be assigned to the Provinces 
and to the Federated States, if any, within which that tax is leviable in 
that year, and shall be distributed among the Provinces and those States 
in such manner as may be prescribed: 

Provided that-

(a) the percentage originally prescribed under this subsection shall 
not be increased by any subsequent Order in Council; 

(b) the Federal Legislature may at any time increase the said taxes 
by a surcharge for Federal purposes and the whole proceeds of any 
such surcharge shall form part of the revenues of the Federation. 

(2) Notwithstanding anything in the preceding subsection, the Federa­
tion may retain out of the moneys assigned by that subsection to Provinces 
and State&-

(a) in each year of a prescribed period such sum as may be pre­
scribed; and 

(b) in each year of a further prescribed period a sum less than 
that retained in the preceding year by an amount, being the same 
amount in each year, 80 calculated that the sum to be retained in 
the last year of the period will be equal to the amount of each such 
annual reduction: 

Provided that-

(i) neither of the periods originally prescribed shall be reduced by 
any subsequent Order in Council j 

(ii) the Governor-General in his discretion may in any year of the 
second prescribed period direct that the sum to be retained by the 
Federation in that year shall be the sum retained in the preceding 
year, and that the second prescribed period shall be correspondingly 
extended, but he shall not give any such direction except after con­
sultation with BUch representatives of Federal, Provincial and State 
interests as he may think desirable, nor shall he give any such direc­
tion unless he is satisfied that the maintenance of the financial stability 
of the Federal Government requires him 80 to do. 

140.-{1) 
• • • 

(2) Notwithstanding anything in the preceding subsection, one half, or 
such greater proportion as His Majesty in Council may determine, of 



the net .ptooeeclsin ,eaCh. year of any export duty on jute or jute pro­
ducts shall not .form part of the revenues of the Federa~ion, but shall 
be assigned to the Provinces or Federated States in which jute is grown 
in .proportion to the. respective amounts of jute grown therein.-

142. Such sums as, may be prescribed by His Majesty in Council shall 
be charged on the revenues of the Federation in each year as. grants in 
aid of the revenues of such Provinces as His Majesty may determine to 
be in need of assistance, and dUfereD,t sums may be prescribed for different 
Provinces: . . 

Provided that, except in the case of the North West Frontier Province, 
no grant fixed under this section shall be increased by a subsequent Order, 
unless an address has been presented to the Governor-General by both 
Chambers of the Federal Legislature for submission to His Majesty pray~ 
ing that the increase may be made. 

--

Revenue •.. 
Expenditure 

Note.. 

APPENDIX II. 

A.-BUDGBT 01' I'D GoVBRNXllN'J.' 01' INDIA. 

(In lakbs_ of rupees.) 

1930-31. 1931-32. 1934-35. 1935-36. 
(Revised). 

... 1,24,60 1,21,64 1,25,10 1,24,37 

... 1,36,18 1,33,39 1,20,15 1,21,95 

- 11,58 - 11,75 + 4,95 + 2,42 

AU the above figures include Burma. 

1936-37 
(Estimates 

as'pre-
sented), 

1,22,77 
1,22,70 

+ 7 

The 1934-35 result is given before providing 2,81 lakbs for ruraleconomio 
deVelopment and other special grants totalling 1,78 lakbs out of the sur­
plus of that year: and the 1936-36 result before providing 45 lakhs for 
buildingl! in Sind an1l Orissa and 1,97 lakbs for Revenue Reserve out 
of the anticipated surplus of that year... - - : 

Expenditure both in 1935-36 and in 1936-37 includes a grant of about 
1,90 lakbs to the jute-producing Provinces and a subvention of '1,00 lakbs 
~ the North West Frontier Province. Expenditurlj in 1936-37 includes 
1D addition a grant of I,OS lakhs for Sind and 50 lakbs for Orissa. . 
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Madras. 

Population ,in milliOD.8) ••• 46·7 
1930-31 :-

Revenue ••• ... 16,84 
Expenditure ... 17,90 

-1,06 

1935-36 (Revised) :-
Revenue •.• ... 15,72 
Expenditure ... 16,04 

- 32 

Madras. 

.. 
Population [new 

bo11Ilda.ries] (in millions) 44·0 
1936-37 (Estimates as . 

presented) :-
Revenue ... ... 15,90 
Expenditure ... 15,90 

... 
. 

Bombay. 

21·9 

13,81 
15,62 

-1,81 

14,80 
15,08 

- 28 

I 

B.-PRoVINCIAL BUDGETS. 

(in lakhs of rupees.) 

United 
Bengal. . J:'rovinces. Punjab. 

60·1 ,8·4 23·6 

9,66 11,97 10,56 
11,41 12,88 10,99 

-1,75 - 91 - 43 

11,43 11,79 10,46 
11,58 11,84 10,57 

- 15 - 5 - 11 

Bombay. Bengal. United Punjab. Bihar. Provinces 

18·0 60·1 48·4 23·6 32·4 

12,04 11,49 11,71 10,80 4,70 
12,03 11,91 12,45 10,78 4,82 

+ 1 - 42 - 74 + 2 - 12 
.- --

Bihar & Central North West 

Orissa. Provinces. Assam. Frontier 
Province. 

37·7 16·6 8,6- 2·4 

5,27 4,70 2,44 ... 
6,06 5,14 2,79 ... 

- 79 - 44 - 35 ... 

5,54 4,56 2,36 1,70* 
5,61 4,81 2,83 1,76 

1- 7 - 25 - 47 - 6 

North 
Central Assam. West Orissa. Sind. 

Provinces. Frontier 
Province • 

16·3 8·6 2·4 8·3 3·9 

4,81 2,37 1,70* 1,63* 3,13* 
4,90 3,00 1,80 1,63 3,13 

- 9 - 63 - 10 ... ... 
----

* Including subvention from Government of India.. 

to 
~ 



APPENDIX nI 

(see Paragraph 19). 

NOTB ON THE PROPOSED ARRANGBMBNTB WITH REGARD TO BALANCES HHLD BY 
THE GOVERNMENT OJ!' INDIA ON ACCOUNT OJ!' THE PROVINCES AND ON PRB­
AUTONOMY DEBT. 

On the institution of provincial autonomy, the Government of India 
contemplate the following steps with regard to-

(a) decentralisation of balances, 

(b) consolidation of pre-autonomy debt. 

(a) Balances. 

1. The accounts of provinces with the Reserve Bank will be ·credited 
with their unearmarked provincial balances, Famine Funds, Depreciation 
Funds, etc., and the unspent amounts of Road and Development resources 
assigned to provinces in the past in advance of requirements. 

2. There are· various other deposits banked with the Government of 
India (such as, interest carrying provident fund deposits and interest 
free balances of municipal and other local authorities) which are of an 
intrinsically local nature or definitely associated with provincial func­
tions. These, together with any liabilities attached to them, will also pass. 
to the provinces concerned. So far as the provinces will require cash in 
their treasuries and minimum balances with the Reserve Bank, they will take 
these from this source (as, in effect, they have hitherto done). Cash in 
treasuries to the extent required will become the property of provinces while 
the accounts of the provinces with the Resel've Bank will start with the 
necessary minimum credits. But in so far as there is a remanet beyond 
the amounts so required in cash, it is proposed to write off that remanet 
against debt owed by t.he provinces to the Government of India. The Gov­
ernment of India might in the last resort contemplate making over the 
remanet also to provinces in the form of cash, but, inasmuch as the debts of 
the provinces to the Government of India carry interest above present 
market rates, it is clearly advantageous to them to cancel a cOI'respond­
ing Bmount of such debt. These balances al'e likely to grow rather than 
to diminish. In effect therefore they are a permanent asset. Accordingly, 
if they are used to cancel debt, permanent debt is the most appropriate 
to choose for the purpose. For this reason and also because it carries a 
rate of interest (about 3l per cent.) which, though well above, most nearly 
approximates to present market rates, it is proposed to adjust these balances 
by the cancellation at par of pre-1921 debt. Even taking intQ account t.he 
liability for the payment of interest on provident fund deposits (assumed 
at 4l per cent. for 1937-38-a rate which is likely thereafter to fall), each 
province will reap a budgetary benefit by this process. 

(b) Oonsolidation. 

3. Owing partly to changes in the constitution of the Gover~ent of 
Jndia's OWJl debt, from which the capital of the Provinei"1 Loans f~~cl iii 
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derived, the existing arrangements for borrowing from the Provincial Loans 
Fund have resulted in an unsatisfactory relationship between the periods for 
which that Fund has lent to the provinces and those in which the Fund's 
capital is repayable to the market. In order to correct this anomaly it is 
proposed to revise the means by which provincial borrowing requirements 
should be met for the future; and in this connection it is very desirable to 
simplify the present relations of the provinces to the Fund by consolidating 
the pre-autonomy debt of each province into a single debt carrying a single 
rate of interest.· This step is also advisable in thE! interests of future pro­
vincial credit, to which end also it should include provision for the redemp­
tion of the remaining pre-1921 debts, which at present. are not amortised. 

4. If the period of repayment of such a single consolidated debt were 
fixed at 45 years, the above' objects could be accomplished without imposing 
any additional burden on the budgets of the provinces and indeed with some 
relief to each. The Government of India would have preferred to consoli­
date on the basis of a shorter period. but 45 years is at any rate more in 
accord with the Government of India's own obligations to the market than 
the existing periods of repayment of many of the provinces' present obli­
gations to the Fund, and they would be prepared to accept that period. 
Certain exceptions would be necessary to comply in all cases with the desire 
to avoid increased burdens. on the provinces. Owing to the disproportion­
ately large amount of pre-1921 debt of the Punjab, the general plan would 
not be entirely satisfactory in that case, and it is proposed to exclude from 
consolidation Rs.10 crores of the Punjab pre-1921 debt, the Punjab Govern­
ment retaining that debt at 31 per cent. on its present basis with the option 
to redeem it if at any time they desire to take advantage of market cQndi­
tions to do so. In the case of Bombay, it is proposed to exclude a block of 
comparatively short term debt of the Presidency Co'rporations and to con­
tinue this block entirely on the present terms. 

5, The average rate of interest payable on the dept to be consolidated 
has been calculated, to the nearest quarter per cent., to give credit in ad­
vance for the near conversion. operations of the Government of India. 
According to the existing terms of the Provincial Loans Fund, .provinces 
could thereafter expect no substantial benefit from conversion operations 
until the Government of India 1945-55 and 1960-70 loans are redeemed. In 
order that the provinces may share any advantage arising on those occasions, 
it is proposed to give them the right (subject to any restrictions which may 
be imposed under section 163 (3) of the Government of India Act), within a 
year on each side of the first optional dates. of repayment of these loans, to 
redeem in cash at par a part or possibly the whole of the amounts outstand­
ing on those dates of their pre-autonomy debts due to the Governmept of 
India (any balance to be.repaid over the remainder of the.45 year period). 

6. In addition, the Government of India will be prepa.red, 'tlf provid", 
free of charge any ways and means advances requiJ:ed by !J.ny province d,urin~ 
the year 1937-38 on the understanding thl\t th\l~eare I!om~\etely liquida~q 
by 31st March, 1938. 

7. The detailed effect of the I!.bove proposals ~ S\l~ 9~~ in the accompany .. 
in~ table, 
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TABLE. 

Madras., BOmbay., Sind. I U. P. 'PUnjab. I C. P. 

1.-(1) Pre-1921 debt •.. . .. 
Deduct (2) Balance available on 

decentralisation ... . .. 
Add (3) Post-J921 debt ... .., 
(4) Debt to be consolidated ... 

II.-(5) Proposed rate of 
terest on consolidation 

in-

III.-(6) Debt charges 8S in 
1936-'37 revenue budget (d) •.. 

{7) Annual total debt charges 
on existing debt (d) •.. . .. 

(8) Annual debt charges under 
consolidation ... .,. . .. 

{9) Gross benefits against budget 
1936-37 ... ... . .. 

(10) Gross benefit against total 
debt charges ... ... . .. 

11) Liability of province in 
respect of that portion of 

. (2) which carries interest r­
assumed at 4! per cent. . .. 

{12) Net benefit as against 
1936-'37 budget (d) ..• . •• 

(13) Net benefit as against total 
debt charges (d) ... • •• 

827·8 

57;·2 
727·5 
978·1 

90·5(b) 

90·5 

51·2 

39·3 

39·3 

13·1 

26·2 

26·2 

615·6 

361·1 
2070·8 
2325·3 

4·5 

139·0 

149·3 

121·5 

17·5 

27·8(e) 

13·3 

4·2 

14·5(e) 

1274•9 

I 49·4 
229·7 
455·2 

4·00 

24·0 

24·0 

i 22.1 

1·9 

1·9 

·7 

·7 

1219·4 

322·6 
1760·3 
2647·1 

4·25 

146.6(a) 

157·4 

133·5 

13·1 

23·9 

11·2 

1·9 

12·7 

1086·7(c) 151·9 

294·2 
998·9 

1791·4 

4·00 

96·9 

96·9 

86·5 

10·4 

10·4 

8·7 

1·7 

1·7 

151·9 
378·6 
378·6 

4·25 

27·1 

45·6 

19·0 

8·1 

26·6 

5·7 

2·4 

20·9 

(a) U. P. debt charges on 1936-'37 borrowing excluded and also 6·82 special repayment of 
1935-'36 borrowings. 

(b) Madras debt charges OD 1936-'37 borrowing excluded. 
(e) After cancelling one crore against debt due by Government of India and isolating 

further 10 crores at ;)! per cent. excluded from consolidation. r 
(d) The difference between items (6) and (7) or items (12) and (13) in some pro~nces is due 

to amortisation charges being met from resources which have not entered the revenue 
accounts e.g., capital receipts into the Provincial Loans Account or other balances. 

(e) These figures may possibly be regarded as 4·9 too high . 

• ll5393-36) Wt.326-I~~9 1000 4/36 "Po ~t. u.373 
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TELEGRAM $.O,M THE GOVERNMENT OF MADRAS, No. 185, DATED THE 5TH 
MA.y 1936. 

Madras Government regret that foJ,ml. of Report which set out cODclu­
sions respecting special assistance to certain Provinces wit) little or no 
indication of reasons for arriving at these conclusions creates dIfficulty at 
outset in formliIiitiiig arguments by way of criticism. 

SOl1rees of revenue of all Provinces at present substantially same 
cxcept that Bengal, Assam, Bihar and Orissa enjoy advantage of subsidy 
to fifty per cent. expor1rduty' on Jute. In absence of evidence to contrary 
it may be assumed that natural resources of Provinces are approximatElly 
equal, though there are admittedly special circumstances affeeting case of 
pome ,of smaller Provinces. 

It follows that burden of proof that their present or future resources 
are inadequate lies heavily on Provinces whose budgets show recurring 
deficits. Prima facie, it is to be presumed that their administrative 
sYl'tems are unduly expensive or that they have failed to retrench 
adequately when retrenchment waS necessary (and report admits thatsome 
Provinces have retrenched more drastically than others) or that they haVe 
failed to tax themselves adequately. 

It may be agreed that it is difficult to assess exactly relative extra­
vagance or economy ·of. administrative systems or adequacy of retrench­
ments in different Provinces owing to differences of conditioI!-s, but amiual 
reports of Accountants-General and of Auditor General give some indica­
tion of general soundness or unsoundness of financial policy pursued by 
different Provincial Government~. --- . 

In matter of taxation, comparison is possible with reference either' to 
ratio of taxation or per capita incidence. 

]I,[adras Government regret that report attempts no statistical com­
parison when such comparison practicable. In opinion of Madras 
Government report attachE'S undue importance to .budgetary positions 
o£.....I>.r.ovinces as they now stand and ilmQ},·.es budgetary positions as they 
mjght or_-sIioul<fllaVeOeelihaa-de.fi~it Provinces . consistently followed 
sounder financiaf principles. 

~'[adras Government contend that their comparatively sound financil!! 
position- is due not to intrinsic. superiority of natural resources of 
Prt'sidency but to prudent financial administration and adequate taxatioi1~ 
If for example Bengal are considered to be hampered by the Permanent 
Settlement (and it must not be overlooked that one quarter of Madras 
Presidency is subject to Permanent Settlement) it is opep "to Bengal to 
irnpose..tax on agricultural incomes. 
. Proposals of Report 'penalise P~nces who have followed path oj 

financial ortbodgxy i1l. balancingtlieii' budgets in SPIte of economIC depres­
siOn which has hit tuem no Jess severely- than Provinces who have fliiled to 
cover deficits.'" . " 

Madras Government ean therefore see little jUstifi~ation fo~ rem~§~ 
sion of debts to extent contemplated or to inerease of proportion of expor1 
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duty on jute allotted. to four Provinces. Takipg Bengal by way of com­
parison judged on basis of per capita expenditure standard of administra­
tion in. some respects appears lower than that of Madras though not in all ; 
Bengal for example spends twice as much as Madras on University Educa­
tion and considerably more on Public Health and Sanitation. 

But per capita and acreage incidence of land revenue in Bengal is 
-much lower than in Madras actually less than half on the per capita basis. 
Madras Government contend that had incidence of land tax and other taxes 
been as high in Bengal as Madras, Bengal standard of administration 
could have approximated to that of Madras. Revised Budget estimates 
for 1935-36 show deficit of 15 lakhs for ,Bengal against deficit of 32 lakhs 
for Madras. ' 

FolloVl-ing consistent policy of financial orthodoxy Madras has res­
tricted expenditure for 1936-37 so as to balance budget while Bengal have 
budgeted for deficit of 42 lakhs including considerable new expenditure 
:which financial position does not appear to justify. 

On these figures proposed further assistance of 75 lakbs to Bengal is 
out or all proportion. Assistance on scale proposed to eight Provinces 
will s'eriouslzJeopardise possibility 00: distribution of share of income-tax 
'rece~adras liOvernmenTTrusf11ult their case 'will not be prejudiced 
by circumstances that under scheme of decentralisation of balances and 
cOllsolidation of debt it is forecasted that they will benefit more than other 
Provinces. 

'Budgetary benefit of decentralisation of balances to Madras is, 
estimated to 00 less than 1 lakh per annum. Benefit of 11ebt consolidation 
proposals estimated at 26.2 lakhs against 1936-37 budget falls to negligible 
figure by 1940-41 and becomes mi~U8 from 194445 onwards. 

In reference to method of distribution of proceeds of taxes on 
income Madras Government suggest that Bomb/l3 with population of 
18 millions is disproportionately benefited by allocation of the percentage 
of 20 as against Madras with population of 44 millions and allocation 9£ 
percentage of 15 only, more especially as Bombay gain 90 lakhs by separa­
tiono! Sind while Madras gain 20 lakhs only by tra"nsfer of small area to 
Or'issa. 

Grounds for proposal are presumably that Bombay is at prcsHnt more 
highly industrialised than Madras and so contributes greater share of 
income-tax. Report fails to take into account probabilities of hid.ustrial 

. develo,pment in Madras consequent on supply of cheap electricitY ,from 
new Hydro-Electric and Thermo-Electric schemes now contemplated or in 

, ~ourse of completion or under investigation. 
Progress of industrialisation in areas already supplied with ele'ctricity 

justifies expectation of considerable change in relative incidence of incom~ 
tax in Bombay and Madras in future. ... . 
, On this ground and general ground that population factor is 

1roore . constant and more exactly determinable than residence fa.ctor 
\Madras Government contend tltllt if both factors are to be taken into con­
i sideration greater !lid should I:e given to population factor ant! would 
. press fl!l' Slime reyision' of proposed percentage~ of distribution accord-
hlglr, " 
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TELEGRAM FROM Tim GOVERNMENT OF BOMBAY, No. 79, DATED 'IHE 5TH 
MAY 1936. 

Government of Bombay wish to record an emphatic protest in reO'ard 
to recommendations contained in Niemeyer Report. While fully 
accepting paramount need for financia,l stability at Centre a~d necessity 
for so equipping all provinces as to give them a reasonable prospect of 
reat'l.ing and maintaining financial equilibrium, Government of Bombay 
fed strongly that case of this Presidency does not appear to have received 
consideration it merited, inasmuch as no steps have been proposed to correct 
thc position in which province of Bombay has been involved by reason of 
inequity and inherent unsoundness of Meston Settlement including 
falsification of forecast of reven.ue made by Meston Committee, the com­
l,lete failure of the anticipations of Percy Committee, the cost of develop­
ment schemes in Bombay City undertaken at behest of Secretary of State' 
and long drain on Presidency proper caused by its association with Sind. 
The financial difficulties caused by these circumstances and more re<!ent 
economic disturbances commOn to all provinces have been met by Bombay 
Government enforcing most rigid retrenchment supplemented by cmCl:· 
gcney taxation. The retrenchment measures have produced an 
approximate immediate annual saving of some 150 lakhs but it has been 
clearly recognised from the beginning that a very large proportion of this 
retrenchment is unmaintainable. The additional emergency taxation at 
present yields 72t lakhs annually in Presidency excluding Sind, 

2. Public opinion is unanimous that if Government of , Bombay aS3isted 
by their Legislative Council had not made these great sacrifices for main­
tm:mce of their financial stability and standard of their ordinal'Y 
administration they would have shared in benefits now proposed for other 
provinces which faced their financial difficulties with less resolution. 

3. In particular Government of Bombay consider that estimate, in 
paragraph No. 11 of Report, of annual benefit from separation of Sind as 
approximately 90 lakhs is exaggerated. The amount of this relief was 
placed at 98 lakhs in Irving-Harris Report and at 79 lakhs by Sind 
Conference of 1932 which certainly had no reason to underestimate' it. 
Bombay Government have not thought it safe to place figure for 1936~37 
budget higher than 76 lakhs. 

4. As for share in income-tax receipts Government of Bombay mast 
deplore recommendations made that its distribution to provinces should be 
.made~}ltirely dependent upon successful running of railways, position 
(If whit>h as is pointed out in paragraph 31 of Report is frankly disquieting. 
In adllition to delaying power given to Governor-General by Section 138 
of Goiernment of India Act there is now this recommendation. Any 
diI.lochtion of finances of Centre or failure of railways to show a profit will 
lUcan that passing on of any substantial amount of this source of revcnlle 
to provinces will become impossible. Iii, fact it is more or less certain that 
provinCP.1I will receive no share of tax during first five-Yeair period and that 
they wilt be inde'ed fortunate to receive any substantial share during second. 
The Government of India should not be iilhibited from supplementing 
their revenues from sources other than railways in order to accelel'ate 
distribution of income-tax to provinces: ' 

5. Net results of recommendations as far as BombayPresidenj>y'jS 
c ... ncernedare that province is left with no expanding source of revenue 
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until such time as share in income-tax proceeds is received; is faced with 
additional expenditure which must follow introduction of provinliiaI 
autonomy and prospec1i of being compelled to restore a considerable amount 
pI retrenchment which will swallow up bulk of relief accruing from 
separatIon of· Sind and will be forced to abandon any hopes of expansion 
in buch directions as education, public health, agriculture, animal husbandry 
and the like. . 

6. In conclusion Bombay Government again press strongly for can®!­
l?-tioIU1LfictitiQ]lJLdebt created in respect of unproductive irrigation works. 
These wo:r~ejjiiiiiCe'afrom revenlleanlfnoifrOmlQl!ii. -money~- They 
are protective in character and were not intended to yield -lipro1it. They 
have been and always will be a source of loss. They should have been left 
with Bombay Government without creation of this fictitious debt which 
was no more justified than a fictitious debt for previous expenditure on 
roads or bUildings. Bombay suffered almost as much as all other 
provinces combined by this false debt. Since it was based on forecasts 
which were entirely falsified, continued existence of burden is unjust. 
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fJ:LEGRAM FROM TH~ GOVERNMEN'l' OF BE!ilGAIJ, No. 3-T."F.B., DATJID THE 
6TfI MA~ +~3f!. 

1. The Government of ~l!gal a~cept the proposals contained in 
paragraph 17 of th~ report i~ rega!,d to the assistance to be given to certain 
provinces on. the introduction of provincial autonomy. They regard the 
proposals as In thep.ature of an award given lliter a determination of ~he 
amount immediately available 'for distribution amo:p.g the provinces and 
after an examination of tbe budgetary position of the several claimants: 
to that amount. Looked at in this light they cannot but accept them' 
as fair and reasonable though theY'11re deeply disapp<>i!!ted "that the' 
im' . be given to Bengal, a province in wbJch by reasoll. 

what is now admitted to have been an unfair distribution of resources 
he standard of administration in admittedly lOW, falls far short of their' 

original. expectation. 

2. As regards the proposal;; relating to the distribution of taxes on 
income the Government of Bengal, while accepting the general scheme, 
desire to raise two points. 

3. First, in· paragraph 30 of th~ report it is recommended that 
during the initial period the prescribed' sum which the Centre may in any 
year retain out of the provincial share of the proceeds of taxes on 
income shall be the whole or such amount as, together with any 'General 
Budget receipts from the Railways. will bring the Central Government's 
share in the divisible total up to 13 crores. ,At present the divisible total 
is approximately 12 crores and the Government of Bengal suggest tha~ 
this is the more appropriate figure. The adoption of this figure will 
fortify the argument advanced in. the Report in favour of creating an, 
interest in the provinces in securing an improvement in the Revenue froIq 
Income Tax and Railways. Further, the Government of Bengal attach 
great importance to the early distribution of some share i:p. the proceeWi 
of the taxes on income among the provinces. It was recognised on the 
introduction of the present constitution--'IJide Devolution Rule 15-.-that 
the provinces, particularly the industrial provinces, were entitled to iJ; 
share in the taxes on income and during the .last 15 years the industrial 
provinces have had a legitimate grievance since that rule failed to give 
the relief for which it was specially designed. In justice to the industrial 
provi~, therefore, it is essential that every endeavour should be made 
to expedite the allocation to the provinces of some share in the proceeds 
of tax~ on heome. 

4. ~econd, in paragraph 34 of the Report the conclusion reached is 
that su~stantiaJ justice will be done by fixing the scale of distribution 
partly lln residence and partly on popUlation, and in paragraph 35 it is 
recomm~nded that the division among the provinces should be according 
to the yJercentages given therein. ThE: same percentage, ·20 percent, is 
proposed both for Bengal and Bombay, . If residence alonellad been: 
taken . as the determining factor there would be little difficulty, in 
accepting· parity between Bengal and Bombay and. each would then gain 
at the expense of other provinces, but the Gover.nment of Bengal find it. 
difficult to' understand how parity can be justified with population as one 
of the bases, for the populat.i~~~of Bengal is ~rly ,t~ that of. 
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Bombay. Calculations made with reference to the figures given ,in Table 
III of paragraph. 74 , of the R.eport of the Federal Finance Committee 
(the Percy Committee) produce percentages approximating closely to 
those recommended by Sir Otto Niemeyer in respect of all provinees 
except Bengal, Bombay and Assam. .As regards Bengal and Bombay the' 
percentages given by these calculations are somewhat below 25 for 
Bengal and somewhat above 15 for Bombay. The report does not 
indicate if weightage has been given to Bombay, but if weightage were to 
be given anywhere the Government of Bengal would have expected to 
find it given to Bengal and not to Bombay in view of the fact that (i) 
Bombay has obtained fortuitous relief to the extent of 90 lakhs from the 
separation of Sind and (ii) for many years Bengal has, through no fault 
of her own, been compelled'to submit to an administrative standard 
markedly inferior to that of Bombay. It is possible that the incidence 
calculated by reference to residence alone has moved in favour of Bombay 
since the Federal Finance Committee reported, but in the absence of 
more detailed information the Government of Bengal find, themselves 
unable to ac~pt the proposal that B.engal and Bombay should be given 
the same percentage. . 

5. As regards the jute export' duty the Government of Bengal must 
reiterate their claim that this should, on principle, be treated as a 
provincial source of revenue. 

6. The jute export duty was imposed originally as an emergency 
measurc during the war. After the war and up to the onset of the 
trade !lepress!on jute commanded high pr:ices and the ad valorem inci­
d.ence of the duty was low. In 1924-25 the incidence was between 4 and 5 
per cent. The position has, however, now changed. The' price of jute 
has fallen enormously whereas the dead-weight of the duty has re­
m.ained constant and at to-day's prices the ad valorem incidence is over 
L3 per cent. Again, competition by substitutes has increased, for instance 
paper bags are now largely used for the transport of cement and the 
ldoption of bulk handling of grain is extending. In these chang!ed con­
d.itions the Government of Bengal consider it unlikely that the export 
iuty is now passed on to the consumer and in their view it is more probable 
;hat it is borne for the. greater part by the producer. 

7. The Bengal case was not, however, by any means founded el!.tirely 
m the present incidence of the duty. There are other cogent arguments, 
t.hough of a political rather than an economic and financial nature. In 
;he first place, Bengal can never rest content under a fiscal system which 
lims at protecting, largely at' her expense as a consumer, the products 
)f other provinces while. taxing her distinctive 'staple product ~or the 
benefit of the Centre, in other words for the benefit of those provinces. 
[n the second place, the prosperity of Bengal is bound up with the 
prosperity of the jute trade. The Royal Commission on Agriculture of 
L926-28 . drew attention to the risk of substitutes. They were impressed 
with the danger to the prosperity of Bengal if jute failed to retain its 
)resent position and stressed the fact that jf jute is to retain that posi­
:ion every effort must be made to maintain the relative cheapness of 
'ute' as compared with other fibres. The Provincial Government. share 
;0 the full the views and are of opinion that it is inherently unsound' 
:hat the Centre, which for this purpose means the non-jute producing 



7 

provinces that will command a majority in the Central Legislature, should 
be financially interested in the taxation of a produc.t with which the 
prosperity of a comparatively small area is so vitally linked. 

8. The question of eXport duties was examined at considerable length 
by the Indian Fiscal Commission and one of the princ;liples they recom.­
mended for adoption was that in every case an export- duty should be 
moderate in amount. Wherever the actual incidence may be, it seems 
clear that the jute export duty to the extent that it falls on the consumer 
must raise the world price of jute and thus put jute at a disadvantage 
with its competitors. Similarly, to the extent that it falls on the pro­
ducer, it must reduce the price which the producer would otherwise 
obtain. As long as the amount of the duty is moderate it does not have 
an appreciable effect in either of these directions : lience the insistence 
of the Fisc.al Commission on the principle mentioned. Now, the jute 
export duty up to the commencement of the trade depression was moderate 
ill its incidence but at present day prices it certainly transgresses that 
~ principle-an 'export duty which works out at approximately 13 
per cent. ad valorem cannot be described as moderate. It appears un­
likely that jute prices will return to the pre-depression level, and the Gov­
ernment of Bengal are therefore of opinion that a reduction of the duty 
must be contemplated in the not distant future. At present financial 
considerations do not permit of any reduction of the duty and the terms 
and implications of the Report ~finitely negative the possibility of a 
reduction in the future at the expense of the Provincial Governments con­
cerned. But unless the assumptio}!s made in the Report are entirely fal­
sified, there will be a progressive improvement at the Centre and, accord­
ingly, the proposal which the Bengal Government put forward for 
acceptance as part of the present scheme of financial adjustment between 
the Centre and the Provinces, is that at a date not later 
than the end of the first 5-year period, the rate of the duty 
should be reduced to the figure necessary to produce the 
amounts now allocated to the provinces, pl'US any sum required for 
research and that, simultaneously, the percentage of the proceeds of the 
duty to be assigned to the jute-producing provinces should be increased 
so as to give the provinCes the whole amount of the net proceeds except 
what is retained by the Centre for research. 

9. The -Government of Bengal press most strongly· for the adoption 
of the proposal put forward in the preceding paragraph. This does not 
involve any modification of the Order in Council now to be made, nOr any 
addition to the resources which the Report recommends should be given 
to Ben~l. At the same time ii recognises the position as regards the rate 
of the duty and possesses the great political advantage of removing once 
for all the sense of injustice under which this province bas laboured fO] 
80 many years and which, if not now removed, will continue to the preju 
dice of sound administration and to the ~c~dJ!!g __ detriw~nL9f rel.a~ 
b!!tween the Province of Bengal and _ other parts of India. -

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



TEr.EaRAM FROM THE GOVERNMENT OF THE UNITED PROVINCES, No. 138"C.X., 
, .. DATED THE liTH MAY 1936. -

The United Provinces Government :reco~nise that 'Niemeyer Report 
presents a carefully balanced scheme which in its main, outlines stands or 
fall;:; as a whole. Though there are certain important factors to which 
they would have wished a d.ifferent value given they realise that It is not 
practicable: at this stage to suggest fundamental changes in scheme put 
forward for solution of an extremely difficult and complicated problem. 

2. There is however one important point relating to United Provinc~s' 
which appears to the United Provinces Government not to have been 
fully appreciated and which is likely to have such a serious effect on llew 
Constitution in Province that they feel bound to press it strongly on atten­
tion of the Government of India and S.ecretary of State. 

3. 'l'he United Provinces Government accepts general conclusions of 
Sir Otto Niemeyer that apart from ultimate share in income-tax receipts 
temporary relief only is nec~ssary in this Province. The reason for 
peculiar position of United Provinces noted by Sir Otto Niemeyer is that 
its revenues are at present depleted by no less than 112 lakhS-tlie annual 
land reve:r;l.Ue remission that has been given for last five years necessitated 
by slul[lp in agricultural price.~. This land reyenue remission carries 'with 
it ,a remissi!)n, of annual rent to tenants amounting to 4 crores and thus 
Il/)'ecting vitally whole agrarian positioll.The loss in land revenue can 
oilly gradually be reduced~ Tempor~ry relief is thus essential in earlier 
.tages of process of rE'covery.' ' 

4. The position for first few years of autonomy is however appreciably 
WOl'se than appears to have been realised. The policy for re-adjwitillg 
land revenue demands which Government with unanimous approval of 
Legislature have just embarked upon involves somewhat slow ~nd costly 
pl'oecdure of re-settlE'ment and revision of land revenue on basis of existing 
prices and expenditure thereon in first two years will exceed resulting 
increase in land revenue receipts by substantial sums, Drastic retrench­
:menta in Provincial expenditure have been effected since slump and during 
past year this Government have again scrutinised every item of expendi­
ture with the utmost care and have made and taken into account in their 
estimates further rE'ductions which in their judgment carry retrenchment 
to its extreme limits. They have indeed reduced standard of administra­
tion in some cases to an unreasonably low level which cannot be main­
taincd much longer. In addition the Legislature in its last session passed 
two taxation measures increasing Court fees and stamp duty but effect 
of thil! will be largely discounted during 'next few years by depressing 
effect of debt legislation on receipts under this head the depression being 
at present greater and likely to be more sustained than was formerly 
.nticipated. • 

5. A careful re-examination of position reveals that there will 
inevitably be a revenue deficit of &. 53 lakhs in first y:ear of autonomy 
which pro,posed subvention of 25 lakbs would reduce to 28 lakhs. In 
~he second year it is estimated that with subvention of 25 lakhs there must 
IiItiU be 11 deficit of 7 lakhs. This ~eans as a result of two years working 
of new Constitution the Government, even if it provided no fresh expelldi­
~re for developments which are urgently required, would have incurred 
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a deficit of 35 lakhs. This Government feels confident that neithcr GOY. 
ernment of India nor the Secretary of State would conSider it reasonable 
that new Government should be faced at the outset with inwitable defi!'it 
,ou this scale. The effect on working of new Constitution and on public 
attitude viwards f;inance would be most harmful. So far as Govel'nruent 
of thc United Pvovinces can judge it is not the intention of Niemeyer 
Report that any other Province should be launched into new Constitution 
with an actual and inevitable deficit. This Government therefore strongly 
urges that sufficient assistance should. b,e given at the outset to enable 

. Province to start not in a submerged" condition. They suggest that 
subvention should be raised by 15 lakhs to 40 lakhs for each of first 
3 years [llJd be fixed at 25 lakhs as proposed in the Report for remaiuing 
two years. This would still leave new Government with a deficit of 
13 lakh!l ill its first year but recovery would at least be insight. 

6. In connection with distribution of income-tax receipts this Go\'­
ernmcnt wish to emphasise very great importance they attach to Sir 
Otto Niemeyer's proposal for an early and thorough::going overhaul of 
Railway expenditure. 

7. Lastly if it is necessary . for Governor-General at the end of [) 
years to exercise his delaying power under Section 138 of Government 
of India Act so that this Province does not at that time receive any appre­
ciable amount of income-tax the loss by cessation of subvention would 
Iresult in serious budgetary difficulties. This Government therefore 

\

suggests that after first period of. 5 years until receipts froin. income-tai 
amount to 15 lakhs a subvention should be given sufficient to bring total 
income-tax rece!piB plus the subvention to 15 lakhs. 
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EXPRESS LETTER FROM TH,E GOVERNMENT OF :I'HE PUNJAB, No. 15360, DATED 
,tHE 30TH AJoRri. 1936 . 

• The following are the comments of the Punjab Government on the 
Report of the Financial Enquiry by Sir Otto Niemeyer :-

1. The only comparative figures as between Provinces are contained 
in Appendix II-B of the Report. As already intimated, figures for 
Punjab incorrectly represent Revenue position. They should be :-

~ 
(In lakhs of rupees.) 

1930-31...:!-

Revenue 10,10 
Expenditure 10,99 

-89 

1935-36 (Revised)-

Revenue 10,24 
Expenditure 10,45 

---
-21 

1936-37 (Budget)-

Revenue 10,44 

Expenditure 10,60 

-16 

Error is due to fact that figures as given in Report include Extra. 
,~rdinary Receipts on revenue side and specific capital charges against 
them on expenditure side. In fact, since 1922, Punjab have consistently 
treated these receipts as of capital nature, and have used none of them for 
revenue pu.rp<lSes. Balance not charged against llpecific capital heads has 
been used to r~duce capital loans. Thiil was explained in Memorandum­
and to Niemeyer personally ; and until we saw figures we had no reason 
to suppose there was any misunderstanding. Practice fully understood 
by Legislative Council and consistently approved by them. Finance 
Member this year, according to accepted practice, introduced Revised 
1935-36 and Budget 1936-37 as deficit budgets, and as such they wen 
debated. Only comparative tigurell in Heport, therefore, contain serious 
mistake as regards P1lDjab, and overstate Revenue position. 

2. In case it is contended that Punjab practice tends to conceal 
l'eTeJ\ue strength, we refer to paragrapbs 1 and 2 of Memorandum. By 
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ear-markIng extraordinary r~ceipts for capital purpose, we have saved 
9 crores in loans since 1921-22. lIad we used them for revenue purposes, 
we should have had to borrow additional 9 crores at rates of interest, 
average, roughly 4i per cent. We have thus saved interest which would 
now amount to 40 lakhs per annum. Our actual extraordinary receipts 
for 1934-35 were 16 lakhs, estimates for 1935-36 are 22 lakhs, and for 
1936-37 are 36 lakhs. Owing to fall in land prices, there is no prospect 
of receipts showing, any appreciable increase. Savings in interest, there­
fore, exceed total receipt'! from this sou,rce, and policy consistently pursued, 
far from concealing . revenue strength~has made ordinary revenue position 
stronger than it would otherwise be. 

3. So far as immediate assistance is concerned, two very relevant 
. considerations are the following :-

First, the amount of assistance given to any province during the 
mst few years from Central Revenues, and 

Second, relief. other than from Central Revenues which province, 
will gain as a direct result of the nt!wConstitution. 

The various relevant forms of assistance from Central Revenues proposed. 
01' already given are :-

(,) Cash subventions-paragraph 24 of Report, 

(ii) Fifty per cent. jute duty, 
(iii) Additional 12t per cent. jute duty, 
(it.) Benefits from debt adjustments, 

(v) Prospective shares from Income-tax. 

(vi) As a result of new Constitution, Madras, . Bombay and Bihar wi! 
secure relief through separation of provinces. 

Vve omit proceeds from road fund, because petrol surcharge wal 
imposed for distribution to provinces, and we omit also special grants fOJ 
rural reconstruction which we gratefully acknowledge, but which are non 
recurring (paragraph 29 of Report). 

Omitting non-recurring grants, the figures of relief which variow 
provinces will secure are given in the attached statement. It is assumei 
throughout that it will not be possible to give any share of Income-tal 
to provinces before the sixth year. 

4. This statement speaks for . itself. Out of recent Mld immediat4 
relief amounting to 822 lakhs, it is proposed that the Punjab should ge1 
1.7 lakhs, or one-fifth of one per cent. Out of total relief which ii 
estimated at 14,22 lakhs at t.he end of ten years, Punjab will get 49.7 laklll 
or 3.5 per cent. of the total. 

So far as immediate relief is concerned, the position is actually worS4 
than that shown, since the Government of India are withdrawing IiI 
assignment of 7 lakhs which the Punjab receives at present On account oj 
compensation ~ loss of Excise duty on Punjab liquors consumed in Dellt 
and the North-Westll'fiin'her1'rovnlce. Allowing for this, the proposal! 
mean that not only will the Punjab start under the new Constitution wit! 
no outside relief whatev!'r, bnt to the cxfent of ·five lakhs will be helpin~ 
Central Revenues. In contrast with this, every province in India will ge1 



ihunediate relief, varying from the enormous sum of 243 lakhs in the eaS/! 
'of Bengal to 21 lakhs in the case of the Central Provinces. Of the major 
. provinces, the United Provinces is second to the Punjab, but will get. 38 
laths. • -
. 5. The only provinces to which it is not proposed to give direct sub­
ventions, are Madras, Bombay and the Punjab. As regards the first two, 
.however, they get direct relIef from the separation of provinces and addi­
tional assistance from debt transactions. Madras gets ~elief to the extent 

'of 46 lakhs from these sources and BOl!lbay to the extent of 104.5 -lakhs. 
The sy.stem of direct or indirect relief is, therefore, um,versal, there being 
one exception only and that the Punjab. We have sought for reasuns in 
the Report Hself for this exception, but have found only the following :-

In paragraph 11 of ·the Report, reference is' made to the relief given 
to Mlldras and Bombay through separation of provinces, and this is pre­
l!umably one reason why they have been given no direct subvention. In 
thc same paragraph, it is mentioned that these two provinces and the 
Punjab have certainly not the lowest administrative standards in India. 
We can find in the Report no other specific reason why no subvention has 
been proposed for tbe 1>nnjab. In paragraph 20 of the Report, Niemeyer 
ilupports the fact that Madras, Bombay and the Punjab to whom he does 
110t .suggeort any immediate assistance as part of his proposals, will derive 
certain advantages from the schcme. Madras gets 26 lakhs immediate 
/ldvantage, and Bombay 14t lakhs. The Punjab will get the nominal 
immediaie .benefit of 1.7 lakhs, and, as already mentioned, this is more 
than wiped out by the loss of an existing aSsignment from Central 
Hcvenues. It isa misapprehension to suppose that, under the proposals, 
the Punjab will get any immediate relief. For the first five· years it will 
gct less assistance than at prp.8ent, and there are no compensating factors, 
as in the case of Madras and Bombay, to weigh, even partially, against the 
non-grant of a subvention. 

6. If the proposals are accepted, the Punjab, so far as external 
~istance is concerned, will have to start the new Constitution worse 
oft than it is at present, and with no prospect of any relief until the 
sixth year. It will, therefore; have to depend on iiB own resources for the 
first five years ; and the Punjab Government see no prospect whatever of 
the province remaining solvent in present conditions, unless -the existing 
standards of administration are seriously reduced. The comparatiye 
stability of provincial revenues during the past three years is attributable 
to foUl' main causes :-

First ~ high s.tandard of taxation ; 

Second : drastic retrenchment ; 

'rlJird : the strictest control over new expenditure; and 

Fourth : favourable harvests. 

In spite lIf adhering to most rigorous economy, the Finance Member bad 
this year to present a deficit budget. On the receipt side, the prospects 
for the future are definitely bad, and, as explained to Niemeyer, have 
deteriorated since the Memorandum to the Govemment of IncUIl was 
written. Mention was made in that Me)llorandum of prospective l(lsses 
in receipts on account of the re-assessment of the Lyallpur district, and 
the sud (len and rapid decline in civil litigation. The former lOllS may be 
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put at 20 lakhs per annum, and the latter a,t 15 lakhs per annum. In 
-addition, there is the lass of the assignment of 7 lakhs already mentioncd 
from the Governlnent of India, and also a prospect of a loss, within two 
seal's, of revenue from the consumption of Charas of between 10 a'ud 13 
lakhs pcr annum. The Chinese authorities in Turkestan have placed a 
ban on the export.of Charas, and the Punjab Government are p'Jwerless 
in the matter. They received information of it after the l\Iemol"lmdum 
was written. Against the above falls in revenue, the only visible offsets 
arc 1.7 lakhs from the Government of India scheme of debt conversion, 
anel a gradnal increase in receipts from the hydro-electric schema. On 
the prllscnt level of, agricultural prices, the average net receipts during 
the next few years will be down by 40 toO 50 lakhs per annum: 

Oll the other hand, assuming that there will be no expansion of bcce­
ficent activities, or any, improvement in the administrative standards, it 
is inevitable that there should be an increase in expenditure. Automatic 
increases will result from the following causes :- • 

Pir;:t,. unavoidable expenditure in connection with the new Consti-
, tution ; ., 

" Seeond, i~cremental scales of pay; 
Third, pension charges ; 
l''(mrth, educational grants; and 
Fifth, the maintenance and repair of public works, following the 

period of rigorous economy. 
The drastic character of the retrenchment made after the slump, and 
thc stancl:lrd of economy followed since, make it the more difr1cult to 
keep expenditure' down to existing figures. In his last budget speech 
w]',eu thc Finance Member introduced a deficit budget for the current 
year, lle promised that he would again examine expenditure in '~very 
department; but he warned the Legislative Council that so much. re­
tr(,Ilchment had been done in recent years tha,t little scope was now lE-ft. 

i. 'rIte position, therefore, is that, unless agricultural prices rise, of 
which there is little, if any, hope, the Punjab Government must have 
increasing deficits, unless they' again carry out drastic retr-enchment. 
This CUll only be done by stopping expansion in all directions, and by 
cutting down existing standards in many branches of the AdminisLration. 
There is 110 question {)f starting on an " even keel", or of the Punjab 
having, to some extent, to progress more slowly (paragraphs -:I: and 10 
of Report). It must go back unless it gets assistance. 

8. Its position may be contrasted with that of all other provinces 
limIer the present proposals. Owing to direct subventions or indirect 
relief, every province" except the Punjab, will be able to start the new 
Constitution with greatt'r resources than at present. Taking the,1936-37 
flgUl'e"l as a basis and allowing for the immediate relief that will accrue on 
the' commencement 'of the new Constitution every' Province 'except :the 
United Provinces and Assam, will have a surplus. In all of them the mst 
Ministry will be able to start on a progressive programme----a matter of the 
greatest importance from the political point of view. ,In the Punjab illonei 
which claims to be one of the most progressive provinces in India, will the 
n~\r Government ha,:e to face shrinking revenues. and carry out at once' Ii. 
programme _ of retrenchment; '. 
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9. The Punjab Government now of no reason for this discrimina­
tion a"'aiDst a single province. Its case is clearly distinguishable from 
the other two provinces which will receive no direct subvention. Bolli 
these provinces will receive large benefits, while the Punjab gets nothing 
at all. If the Punjab has attained standards of administration, and 
especially in the beneficent departments, higher than in some provinces, 
it is mainly because the people have accepted high standards of taxation. 
The Legislative Council has consistently supported the proposals of Gov­
ernment for new taxation. If the financial position of the province has 
been comparatively good, it is because its Government and Legislative 
Council have for years insisted on sound priD.ciples of finance, and, imme­
diately after the economic slump, carried out the most drastic retrench­
ment. It appears to be manifestly unfair to impose a perpetual penalty 
on the province for these reasons, or to leave the unfortunate imprcssion 
that it might have fared better, if it had been le~ provident in tht: past. 
Evcn if the principle be admitted that the. present occasion should be 
used to apply, as between the older provinces, a certain amount of corrcc­
tion to existing standards, the Punjab Government contend that it is 
unl't'asonable and unfair to apply it in such a way as to exclude one 
proyint'e only from all benefits, .and to give to an~ther province benefits 
out of all proportion to those given to the rest. The direct recurring 
subvention out of Central revenues proposed in the Report amount, 
roughly, to 450 lakhs (paragraph 17 of Report). To this sum should be 
added the share of the jute tax already given to certain province" (para­
graph 22 of Report). The total is 640 lakhs. Of this sum, Bengal 
:receives Rs. 243 lakhs, or 38 per cent. Out of the total sum of Rs. 640 
lakhs, Rs. 375 lakhs goes to older provinces; of which Bengal receives 
65 per cent. This seems to go far beyond the "certain measure of 
(·.:>rrectiun ", to which reference is made in paragraph 10 of the Heport. 
If it is possible to give the :punjab immediate assistance without ell­
croaching on the relief proposed t~ other provinceS, so much the better; 
but if it is not possible, then the Punjab Government consider thltt the 
proposed cli~ision of available funds is so inequitable, as between dh'[erf'nt 
province.s, as to require modification. 

10. In short, the Punjab Government ask that the Punjab be included 
in the tlcbeme of. immediate relief on the following grounds ::-

(i) The figures given in Appendix lI-B do not correctly 
represent the revenue position of the Punjah relative: 
to other provinces, which is less. favourable than there 
shown. 

{iO ·Taking the scheme of relief as a whole, theP~njab will receiv~ 
from ,Oentrltl Revenues, on the inception ,of the new ·Consti­

(iii) 

(iv) 

tution, less than· it is at present receiving. 

Every other province in India will get substanti91 reli~f in 
one form or another. In this respect, the case of the Punjab 
is clearly distinguishable from that of'Madras and Bombay;' 
the only other provinces for ,which no direct subvention is . 
proposed but which get large relief in other forms. 

Owing to unavoidable circunlStances, there will be a serious 
decline in recurring revenue receipts of the Punjab coincid­
ing with the introduction of the new Constitution. 
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(v) 

16 

At the same time there will be an unavoidable and cOllsider­
abl~increase in recurring expenditure. 

(vi) As a result, the Punjab must be fQr some years a deftci1 
province, unless drastic retrenchment is again carried.. out, 
which, owing to the rigour of retrenchment in the palll., can 
nQW be done only by seriouSly reducing existing t;tandards 
of administration. 

( viii) 

In the Punjab alone, the first autonomous Governmeut will 
have no, resources with which to oorry (Jut even the most 
modest progressive programme, but will have, inswad, tc 
adopt a policy (Jf retrenchment; or, in the alternative, gc 
back on the sound principles of finance which the provinCE 
has consistently followed since the Reforms of )921. 

From the political point of view, the effects will be deplorable 

(ic) The present scheme, if accepted, will leave~r~ellt scnst 
of injustice in the Punjab, which will be accentuateouy' th. 
faCt tliat the Punjab alone gets no benefit whatever, whae 
in contrast, another province gets advantages out of al 
proportion to those given to ·any of the older provinces. 

11. With regard to the proposed distribution (Jf the proceeds 0, 

iucome-tax, the Punjab Government make the following submissicns. I: 
the scheme stood alone, the Punja.b would urge distribution on a popula 

, ~()n basis, which would give them about 9 per cent., instead of 8 per CC!lt 
of the proceeds. The scheme, however, does not stand alone, since, i 
practice, it cannot be divorced from the other forms of permancllt relie 
which provinces will get. When these are taken into consideratiflu, it i 
clear that the Punjab comes Qut the worst of all provinces. The amoun 
which thcy will get does not set off the amount which even the smaU~ 
provillcc will get by way of totaJ relief, while as between them ani 
Bengal, the difference of treatment' becomes still more marked. A 
between tIle Punjab ,and the other two provinces, namely, Madras ani 
Bomhay, which get no direct subventions, the proceeds from incomc-ta 
further distinguish the cases to the great disadvantage of the Punjal 

, The ",cherne 'of distribution accentuates the illiberal treatment propoBtl' 
for the !,unjab. The general result is that not only will the Punja 
be crippled for the first five years of the new C<>nstitution, but tb 
a&lifitance it will receive later will be on so modest a scale as to impo~ 
very lIarrow limits on progress dependent on external ali)istance. Til 
Punjab Government would, therefore, ask that their sh8Jl"e be inel"case 
in any ease to at least the population percentage, and that, if it is n< 
given any other means of direct relief, the share be raised well above tt 
popuJation basis, so as to compensate for the complete absence of reIiI 
in ot.her directions. . 

-The memorandum referred to was the official representation of the nOVerl 
. ment of the Punjab on the financial enquiry. It was submitted to thll Gover: 
~ent of India. in November 1935 and passed on by them to Sir Otto Niemeyer. 
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Enclosure to Punjab Government Express Letter No. 153360, dated the '30th April 1936. 

- - __ •• _0" 

'.' Financial assistance already given, proposed to be given or whioh Share from in· 
I 

will be effective ;mmediately on introduction of new constitution. come·tax which 
will aocrue in 

I full after 10 Percentar 

i 
years (on the Total of of tota 

Province. Relief Subven. 50 % Extra 12i Benefit assumption that columns amount 111.\ 
from sepa. t-ionpro. share of % 'of duty from con· I the amount sur· 7 & 9 ready 9ur· 
ration of posed by duty on on jute pro· solidation rendered by (in lakhs). rendered by 
Sind & Sir Otto jute posed by or cancella· Total. Govt. will be the Govt. 
Orissa Niemeyer (based on Sir Otto tion of debt Rs. 6 Crores.). of India. 

(para.: 11). (para. 24). figures in Niemeyer 
para. 22) .. , (para. 22). 

(para. 21 
& App. III). 

Per· Amount. - centage. 
1 2 3 4 5 6 7 8 9 10 11 -

Madras .. .. .. 20 .. ... .. ·26·2 46·2 15 ~Q. 13fl-..2 9·6 
Bombay .. .. .. 90 .. .. .14·5 ~ 20 -n~ 224·5 15'7 
Bengal .. .. .. . . 1~8 42 ·33 243 20 m 25·6 
U. P. .. .. .. .. 25(a) .. .. '12·7 Yo7 15 90 2 ·7 9 
Punjab .. .. .. .. .. .. .. 1·7 1'7 8 48 . 49," 3'0 
Bihar .. ., .. 8 .. 10 2·5 .. 22 42:5 10 60 101·5 7·2 
C. P. ... .. .. .. .. .. .. .20·9 20'9 5 30 50·9 3·6 
Assam , .. .. 30 9 2·25 .15·5 56'75 2 12 68'75 4·8 
N •• W.F.P. .. 0"'" 100(b) . .. ·12 ~5 1 6 118. 8'3 
Oris8l1 .. .. .. .. 40(0) 1 

./ •
25

1 
9·5 2 12 62·75 4-4 

Sind .. .. .. .. 105(d) .. I ·7 105'7 2 12 117'7 8·3, 

I " 
, 

C'o 
/ 

" 
t. -~ - --, 

(II) For a period of 5 years. 

(b) Subjectto;·,reoonaidera.tion at the : end of 5 years. 

(e)' An add,itiona.l,:,Rs. 7 lllkha will be given in the first year, and Rs. 3 lakbs in each of the next four ,years. 

{d)'FOr a period ilf 10 years to ,be :reduced gradually ,thereafter (paragJ:aph .13). In the first' year an additional Rs. 5 lakhs to be given 
for the jail at Shakal"pur. 

.... ' 

oo..t 
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TELEGRAM FROM THE GOVERNMENT OF 13IRAB,No. 9~R.C., DATED THE· 6TH 
. . . MAY 1936. ... . 

Following are views of 13ihar Government on Niemeyer Report. 

Paragrrlph 17.-In paragraph 11, Niemeyer admits as past Com­
mittees have admitted that 13ihar and Orissa is the pooreSt Province in 
~ndia. Bihar itself has an extremely dense population. Itcontribtites 
largely to the wealth of India from its minerals and agriculture but 
derives no financial advantage as it is not permitted to tax the minerals 
and is under the disability attaching tQ no other Province except Bengal 
owing to Permanent Settlement making any increase in land revenue impos­
sible. The existence of mining and industrial areas is consequently an extra 
financial burden. Local Government urge strongly that the figure of 45 
lakhs asked for by them i.~ the minimum immediate requirements as a 
grant-in-aid.. This figure is fully justified by financial history of the 
Province wJlich has been starved since it came into existence in 1912 and 
has had perforce to maintain a lower standard of administration than any 
other Province of India, which standard has been recently lowered by the 
policy of retrenchment which has been followed. While 25_ lakhs will 
allow some increase over expenditure in 1936-37 budget provided excise 
recpipts remain stable this figUTe takes insufficient account of the factor 
lI'entioned above. Assistance proposed is therefore inadequate to start 
thc Province on an even keel as proposed in paragraph 9. 

Pamgraphs 19 to 21.-Bihar debt contracted before 1st April 1936 
outstanding on 1st April 1937 will amount to 471 lakhs, of this sum 341 
lakhs is pre-reform undated debt carrying interest at the rate of 3 113 per 
cent. balance 130 fil.khs is dated repayable in years between 1941 and 
1966 of which 30 lakhs is bearing interest varying -l!etween 41 and 5! 
and balance at 3t or less. If debt were consolidated as in Appendix III 
repayable in 45 years interest should not exceed 3t per cent. giving 
annJ]al -instalment of about 21t lakhs. If debt were not consolidated 
annual budget saving resulting from cancellation of. debt would for a few 
years slightly exceed this figure but would rapidly decrease· as loans· al'e 
repaid and would drop to 12 lakhs in 1956. Not more than 22 lakhs 
should therefore be taken as maximum annual recurring budget beneI1t 
resulting from debt cancellation. 

In, these circumstances local G1>vernment .assumed that figure of 22 
lakhs in paragraph 21 implied that in case of ,Bihar no part of decent­
ralised balances would be set off against debt cancellation and the whole. 
of decentralised balances about 3 crores would be available to local Gov­
ernment for ways and means and for utilisation. to secure funds for pay-. 
ment of the new liability for the Provinces after decentralisation of 
balances, viz., interest of 61 lakhs on Provident Funds which sum is 
approximately all that can be realised by investment of the balance aftel" 
providing for ways and means. 

Government of India have however advised in respon!le to a reference 
that tllis assumption is incorrect and that Bihar will receive only a single 
sum of 21 lakhs out of its provincial balances under scheme of decentralisa, 
tion implying that rest of provincial balances will be retained by Govern. 
ment of India as a set off to debt cancellation. 

If Government of India view is correct, Bihar will· not only have to 
find 6! lakhs a year to meet interest on Provident Fund but will btl 



t1eprived of" capital oyinvestIilentbf which 'this' sum' mig.ht have' been 
produced. Local Government claim that on this theory the benefits which 
it is intended they should receive will be reduced not only by" 6} lakhs but 
.by the annual val~e of the balance of 280 lakhs which will beJl.ppropriated 
by the Government of India. This figure they put at 10} lakhs that being 
the sum by payment of which a debt of 280 lakhs can be repaid in 45 
years at 2} per cent. The approximate net annual budget saving result­
ing from debt cancellation is therefore, if the Government of India view is 
correct, reduced to 11} lakhs in place of 22 "lakhs referred to in para­
graph 21. 

Local Government cannot believe that the Government of India inter­
pretation is correct in case of Bihar as on that interpretation the special 
assistance for Rihar becomes largely fictitious and local Government are 
convinced that Niemeyer recommendation for nett improvement of Bihar 
fiIiances was intended to be the equivalent of a genuine grant-in-aid of 25 
lakhs and this at least the local Government claim should be given without 
any reduction of decentralised balances. To sum up on Government of 
India interpretation the Niemeyer recommendation would only benefit 
Bihar to the extent of 11 t lakhs pllis 2i from jute tax in place of 25 lakhs 
which Sir Otto found necessary in the first instance and to reach Niemeyer 
figure of requisite assistance from debt cancellation and extra share in 
jute tax would have to be supplemented by a grant-in-aid of lOt lakhs. 

Local Government are the more convinced. of their interpretation 
of tbe intention because under the present proposals they are being 
deprived of an advantage which will accrue on decentralisation of balances 
to other provinces which are not held tobe in need of immediate assistance. 
By the method proposcd m Appendix III for consolidation of debts, 
Madras is shown as benefiting to extent of twenty-six lakhs and Bombay 
to tbe extent of fourteen and a half whicb benefit is lost by provinces whose 
debts are CAncelled by paragraph 21. In fact if the assignment of 45 
lakhs claimed by Bibar cannot be given local Government urge that in 
addition to 25 lakhs grant-in-aid they should be allowed in sOIlie way to 
share the advantage given to provinces on liquidation of their debts against 
outst.anding balances. 

Pa1'agraph 35.-Local Government claim was that the basis of distribu~ 
tion should be wholly that of population and they still consider that as 
tho distribution of income-tax is a balancing factor to equalise the oppor­
tunities of various provinces a distribution entirely on this basis would be 
fair; They would thel'efore press for an increase to 12 in the percentage 
allotted to Bihar to compensate in fl,1ture for past financial starvation' of 
Billar. " 
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TELEGRAM ~ TIm GoVERNMENT OJ!' THE CENT~ PROVINCES, DATED THliI 
. 6TH MAY 1936. . . 

While regretting that it has not been· found possible as a result of 
financial enquiry to recommend provision immediately or in full measure 
of relief contemplated in Local Government's representation made during 
enquiry, Governor in Council welcomes cancelling part of debt and relief 
afforded by proposed scheme of decentrallsed balances and cOllBOlidation 
of budget estimates so far as they go, he trusts that With this assistance 
and with continued policy of rigid economy already pursued by this 
Government it will be possible to inaugurate reforms with at least a 
balanced budget and with a reasonable prospect of a return to adequate 
iltandard in developing department when full share of income tax is 
distributed to provinc~. 
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TELEGBAlI: FROM '!"HE GOVERNMENT OF ASSAM, No. 3S9-C.B., DATED THE 6.TH 
MAy 1936. 

The Government of Assam have examined Sir Otto Niemeyer's pro­
posals regarding Assam. On the basis of the acceptance of Government of 
India's proposals for decentralisation of balanCles it is proposed that all 
debts contracted· prior to the 1st April 1936 will be cancelled and the 
Province granted an increase in the jute export duty, a share at a future 
date in income-tax receipts and a subvention of 30 lakhs. The Government 
o( Assam assume that the cancellation of previous debts results in the 
sum provided in the current year's budget for payment of interest and 
capital of such debts, amounting to nearly 19 lakhs, being saved, and the 
current year's deficit of 63 lakhs reduced thereby. In the interests of the 
new Constitution this Government would request that the remainder of the 
current year's deficit, so fax: as it refers to strictly provincial expenditure, 
may also be cancelled. 

Beyond this point opinions of the Local Government differ to some 
extent. The Indian Member and Ministers have read the Report with pro­
found disappointment. They were looking' forward to the Province being 
made as self-sufficient as poosible so that provincial autonomy may have 
substance. It was. with that intention that the Government of Assam 
prcsentE'd before Sir Otto, in addition to estimates of normal receipts and 
expenditure, estimates for such institutions as a High Court, a University 
and Medical and Technical (including Agricultural) schools. They now 
find that there is not only no room for further progress in making up the 
essential deficiencies but on the contrary even on the present scale of 
expenditure there will still be a deficit of about 25 lakhs to be covered 
either by taxation or retrenchment. They consider that the economic 
condition of the people, the bulk of whom are agriculturists, does not 
permit of additional taxation. Retrenchment on the other hand would 
eniail curtailment of services rendered at present to the public, a prospect 
which they are confident no Ministry under the new Constitution will face 
with equanimity. Considering all these factors and the slender hope of 
an early expansion of revenues they think that an additional subvention 
of 25 lakhs is essentially necessary to put the province on an even keel. 

The 1I1inority of the Local Government though agreeing willi a great. 
part of this are not able to accept the position that a deficit of 25 lakhs 
i,s involved in the proposals, and think that they are such as with some 
retrenchment will just enable the province to balance its income and 
expenditure in the opening years of the new Constitution provided that 
no natural calamity occurs to necessitate heavy additional expenditure. 
Thcre will of course be no margin for some years to come for any expansion 
or improvement in the standards of administration the necessity of which 
has heen particularly stressed in the discussions. Especially it is regretted 
that it will be impossible to establish a University without which Govern­
ment. cannot control the educational system, and an Agricultural I.l!,,1;itute 
to explore the agricultural needs o! the proyince. The recurring :-.()st of 
these IDstihltions was eRtimatedat :)i lakhs In papers put bE'fore SIr Otto 
Niemeyer. 



21) 

TELEGRAM FROM THE GOVERNMENT' OF THE NORTH-WEST FRONTIER PROVINCE, 
, No. 80, DATED THE 5TH'MAY 1936. 

We appreciate extent of relief proposed but wish to make clear exact 
result uf proposals over next fiv!e years. Niemeyer has not specified which 
of our proposals he has negatived, but fact remains -that many of them have 
been cut out though they contained' nothing that we did not cOllllide:r 
essential. 

(a) Subvention of one crore fixed in depression year 1932 was 
admittedly less than Haig Committee considered necessary. Our stand­
ing deficit is 8 lakhs in current budget, in spite of economies so rigorous 
as to cripple any attempt at normal progress. 

(b) Further expenditure statutorily necessary is Rs. 1,67,000 on 
account of inauguration of provincial autonomy and an average of about 
Rs. 2 lakhs a year on account of normal growth of pensionary charges 
during next 5 years. 

(c) Further expenditure on reserved side which we consider iLlpera­
tivcly necessary in interests of law and order, namely, formation of Mardan 
district Rs. 90,000 and reorganisation of Criminal Investigation Depart­
ment, in!lrease in Police investigating staff and Police Training School 
Rs.1Iakh. 

(d) Total of (a), (b) and (c) is Rs. 13! lakhs. 
(e) Benefits proposed by Niemeyer amounts to about Rs. 13 lakhs. 

We also hope to increase revenue by Rs. 2 lakhs from new Paharpur Canal 
Scheme and also by 1 lakh if Motor Taxation Bill is passed. This will 
leav(' P.s. 2! lakhs and even if whole of this sum is allotted to beneficent 
departments many schemes of these and other departments which ha,'e long 
been accepted by Government as desirable will have to remain undone. 
This leaves nothh'g for l-llilclings which are urgently required and for 
which we estimated at Rs. 68 lakhs in our proposals to Niemeyer Committee. 

2. If beneficent departments are to receive assistance which people of 
this province hope (based particularly on assurance given by Gov­
ernment of India in 1931 of approximate equality with Northern 
Punjab) view of this Government is that further sum of at least Rs. 2 lakhli 
annually may be added to subvention for next few years until we receive 
share of income-tax to that extent. 

3. As regards buildings it is considered that following .items are 
unavoidable. Council Hall Rs. 1,15;000 total cost of which is estimated 
at Rs. 2,65,000 inclusive of Rs. 1,50,000 provided in current year's l,ludget, 
Government Printing and Stationery Office Rs. 2,00,000, buildings for 
new Mardan District Rs. 1,00,000, Police Stations Rs. 1,00,000, Quarters 
for clerical establishments Rs. 2,00,000 arid buildings for beneficent depart. 
ments and water su;pply schemes Rs. 8,00,000. First two items are neces­
sitated by provincial autonomy and remaining ones are imperative. .A 
non-recurring sum of at least Rs. 15,00,000 will be required for above 
buildingS and it is earnestly requested that' this amount may be allotted 
to tbis Province in three annual instalments of Rs. 5,00,000 each. Even . 
this sum makes no provision for such itcms as married quarters ,for police 
and Dlany buildings which are required by beneficent departments. 

4. We agree to method of benefit by can~ellation of debt and to revi­
sion of subvention after 5 years. We have no comments to make regard.. 
in". iliRt?ihnfinn nl 'PAcnill'lal tov~ nn lnpnmA 



-- -5. 'Public opinion has -hardly had time to express itself' but harps on 
fact that original subvention was a1'1 eCOIl,omy subvention and that Iiaig 
Uommiittee'~ proposals 'Were arbitrarily reduced by Government of India. 
and on Government of' India's assurance referred to in paragraph 2 of 
this telegram. During last 4 years Government ha,ve continually been 
attacked in Legislature and outside on these grounds and there can be nO 
doubt as to genuineness of this feeling. Adverse comment has been 
attracted by second last sentence, paragraph 16 Niemeyer Report, which 
is taken as unnecessarily prejudging position 5 years hence. 
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l'ELI!.GRAM FROM THE GoVERNMENT OF ORISSA, DATED THE 5TH]\U.y 1936. 

Orissa Government consider proposals of Niemeyer Report regard­
ing Orissa require modification for following reasoIlS. Draft Budget for 
1936-37 on which Orissa Government is now working was originally framed 
after normal budget procedure and scrutiny by parent provinces and 
further scrutinised by Government af India. Savjngs of 4t lakhs have 
still to be found to make that budget balance on basis of subvention of 401 
lakhs granted this year without encroaching on 2 lakhs openin.,. 
balance. After careful examination Orissa Government cannot forese; 
savings of much more than 1 lakh in place of 4t lakhs although all pro­
posals for improvement of preiSent retrenched standards have already been 
cut out. Even that saving cafJ. only be found by avoiding expenditure 
which is either obligatory, e.g., Ministers, or highly desirable, e.g., bacterio­
logical laboratortY', in future years. Therefore revenue deficit this year 
excluding subvention even on low existing. past-retrenchment basis is 40-1 
plus 3t = 44 lakhs. In future years expenditure will rise by co~t of 
Legislative Assembly and other' charges incidental to new Con~titution. 
Moreover this year's estimate is basad on lowest pay of time-scales of a,ll 
new establishment which include~whole headquarters establishment and 
will inevitably increase as new in®mbents draw increments. This year's 
estimates also include only 11 months salary instead of 12 for whole of 
new Secretariat and other headquarters staff, whereas future budgets must 
provide for 12 months. There will also be inevitable increases ill other 
directions especially in maintenance charges for buildings constructed from 
capital grant and roads from central reserve of Road l!'und, while expc1l4i­
ture postponed this year must be eventually incurred. Province is a com­
posite one with different methods of administration in different parts and 
it is difficult and undesirable to level all parts down to lowest standard. 
Therefore revenue deficit in future years even on existing retrenchment 
basis will be little less than 50 lakhs and if sUbve:Q.tion is limited as pro· 
posed to 50 lakha there will be hardlrr' any scope for improvement in exi!!t­
ing standard. In particular there will be nl) prospect ·for many years of 
improving education, agriculture and health services. or of establishing 
University. Orissa depends on two Universities with little voice in either. 
Scope for expansion of revenue is as Niemeyer says unusually limited. 
Land revenue of half total area is permanently settled at less than 4 lakhs 
and greater part of remainder is settled for next 20 years. Two-third.i 
of province is partially excluded and half the province is more backward 
than any part of India except excluded areas. Orissa has special prob­
lems of floods and retrenchment in recent years has prevented even proper 
maintenance of vital protective works not to speak of adoption of many 
measures reoommended by 1928 expert Committee. Even with additional 
15 lakhs now proposed provision for buildings necessitated ~ separation 
is still inadequate since provincial headquarters, one district headquarters 
and two sub-divisional headquarters have to be built besides central jail and 
other necessary buildings. Qpening balance of 2 lakhs given this year 
will, as shown above, have disappeared by end of year. No margin 'wjll 
be left for unforeseen expenditure capital or otherwise or for working 
balance. Once it is admitted that certain provinces and centrallY 
administered areas must receive help from Indian revenues, it is fair to 
aim at some common standard for those areas. But proposals involve 
great disparity in treatment among the assisted units giving to Orissa a 



28 

subvention far l~s per head of population than to other units who have 
already a far higher standard 'of expenditure pel' head. Orissa' Govern­
ment ask for 10 lakhs as opening balance to cover unforeseen non-recur­
ring expenditure and 10 lakhs more as recurring subvention to enable 
popular QQvernment to make some slight improvement in low exi.;,ting 
stl'.ndard durmg the opening years of the new Constitution and to enable 
Governor to discharge responsibility for partially excluded areas. Ori~sa 
'Government regard these additional sums as elilsential in order to prevent 
the purpose of Parliament in bringing the province into existence being 
stultified bY' inadequate' initial resources. 
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TF..LF.GRAJII FROM THE GoVERNMENT OF SIND, DATED THE 6m MAY 193G. 

It is a matter of some disappointment to Sind Governm.ent that it h~ 
not been found possible in Niemeyer Report to give assistance to Sind in 
thr form of a substantial reduction of barrage debt. In absence of any 
reaMIns in the Report wlJar this course is considered inconvenient the Sind 
Government are unable to appreciate why such an arrangement should 
not be given effect to ; but if this be found impossible the proposa.ls in 
Report are accepted subject to the following remarks. 

The proposals both as regards annual subvention and repayment of 
baITage debt depends on forecast of increased revenue due to barrage 
proving correct. This can only happen if normal agriculture and eCtJnomie 
conditions obtain every year during next 45 years ; but it is impossible to 
say I,his condition will be fulfilled. 

In particular the forecast assumes an increase of 19 lakhs in revcnue 
in .1.9-17-48 and of increasing amounts for next fifteen years owing to levy 
of increased rates of land revenue assessment. The imposition oJ: these 
rates will also depend then on prevailing agricultural and economic condi­
tions. 

The Sind Government therefore presume door will be left opell for 
1tdju&tment of subvention and debt repayment in ease revenue expecta­
t.ions are not realised. In any such readjustment Sind must be assured 
(If minimum revenues required for its needs as a progressive province. 
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TELEGRAM FROM: THE GOVElU.'"M:ENT OF INDIA, TO THE SECRETARY OF STATE 
FOR INDIA, No. 1147, DATED 'l'HE 14TH MAY 1936. .' 

.. We,.wish at t~e' outset to express our great appreciation of the service 
whl~h Sir Otto NIem~yer h.as r~ndered to India in making the sur\"ey of 
In~Jan finan~es contaIncd In ~lS report and in undertaking the task of 
trymg to satIsfy all the Provinces as well as the Centre from resources 
which are not indefinitely expan9ilile., ' 

2. Sir Otto estimates the C()s( of his recommendations at about 2 erores 
a year diminishing by a few lakhs as the special -non-recurring gr~nts to 
Orissa and Sind rnn off.. To this figure must be added the cost of decen­
tralising balances and the cost of the debt consolidation scheme referred 
to in Appendix III. . 

Altogether the Government of India calculate that the initial cost of 
an these agjustments. is about 21 crores a year of which 2 crores will fall I 

dh'ectly on the13uuger-and: i crore will be a diminution of capital repay- ! 

ments. The consolidat.ion proposals also involve a spreading of repayment 
instalments whieh will have the effect of increasing somewhat the interest 
charges in the. Central Budget in the early years though the increase will 
be eOuIlter-balaneed by corresponding decreases later on. 

3. 'rhe figures of initial cost are in excess of anything the Goverri­
ment of'India have hitherto contemplated, but nevertheless having regard 
to the supreme importance which is attaQhed to giving Provincial 
AutoJiomy a fair start, they are prepared to accept the conclusion reached 
by Sir Otto in paragraph 18 of his report (viz., that His Majesty's 
Government may safely propose to' Parliament that Part III of the 
Government of India Act, 1935, should be brought into operation as from 
~st April next) provided that there is no q~t!<>'I!. __ <>.f increasing in any 
appreciable degree the total of thE! ~ssistance" rec9~ and 
provided that -it"is"'crea:rly "understood that it may be neoossary to retain. 
the remainder of the surcharges on Income tax and Super tax at any rate 
for some time after the 1st April 1937 in order to maintain a balanced 
Central Budget. Incidentally we desire to indicate that we attach very 
great .importance to the general adoption of the arrangements which we 
have proposed for the decentralisation of balances and the consolidation of 
pre-autonomy debt and to expr'ess our earnest hope that these arrange­
ments will have your ~ull support. Indeed ~": ~o so fa~ as ~ say that!, 
we regard them as an mtegral part of the lllltIal finanCIal adJustments. 
in this connection we wiSh' to correc.t a misapprehension which appea1'$ to 
,exist that some Provinces will get large uncovenanted benefits from thes~ 
arrangements. The -grea.ter part of the gains shewJ!. in Appendix III 
represents merely the immediate budgetary effect of spreadIng debt; r.~, 
p,ayinents over a longer period. Tn later years. of cou~se the result of t~ 
spreading will be to prcventbudgetary reductIons whIch would othel"Wlsll 
have taken place. . 
1,4. The next question which arise~ out of the repo;t is whether the 
Centr8J. Budget can continue to sustam the. b,?"den Involved ~ these 
if1itialadjustments plus .the co:::t of t~,: separation of :Surma (estimated, 
at2i crores per annum) and In addItIon can forego m stages o~er the-l 
followi,pg 10 years a further su,m of at .least 6 cr?res. Naturally we have. 
qad.toframe for the informatIon of SIr Otto NIemeyer such forecasts a& 
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we could reasonably make of our position in the years to come. Inevitably 
these estimates are' invested with great uncertainty. The factors which 
make for uncertainty are with two exceptiollil set out by Sir Otto. 'I'hose 

\ ex(·eptiollil are the ,possibility of India's being involved in war and the 
possibility of internal political disturbances of such· a magnitude ~ 
materially to affect the prosperity of the ,country. The former possibility 
no calculation can take into a~count, the latter the Government of India 
think that they may safely reject. For the rest there fall to be cOllilidered 
the po;;ition of the Railways und the possibility of the law of diminishing 
returns setting in in connection with Customs Revenue. 

5 . .As regards the Railways the Government of India have no hesitation. 
in saying' that, unlesS their solvency on the basis of a full cOinmercial 
accounting system can be restored, and that before very long, the latter 
stages of the programme envisaged by Sir Otto Niemeyer will be quite 
impossible of execution. At present it is hoped that the deficits can be 
met without depleting the existing reserve of9 or 10 crores, but in the 
not distant future the annual demand for renewals and replacements js 
bound to increase cOlliliderably and unless in the meantime a position of 
complete solvency has been reached the reserve will rapidly become 
exhausted with the consequence of a call upon the Central Budget. The 
Government of India have under collilideration the practical steps to be 
taken in this connection and they hope to approach the Secretary of State, 
shortly in the matter. . 

6. ~ regards Customs the general level of the tariff is now 'II) 

high that the maintenance of the aggregate yield, which is by far the 
mo~t important single factor in the whole revenue position, has become 
a somewhat precarious task. There is plainly no further reserve which 
cNl.ld now be drawn upon to meet an emergency, as was done twicp. in 
1931, and any serious relapse in the value of India's import trade 
wOll.ld inflict damage which would be beyond the remedy of a mere 
increase of the tariff. Even if we exclude a further deteriora.tion in 
the conditions of international trade, the present pitch even of the revenuo 
duties is itself liable to provoke r~§.i.ve tendencies. The Government 
of India therefore consider that any material increase in the tariff will 
endanger the practicability of the plan ; they conceive in fact that in 

I order to conserve the revenue yield it will be necessary from time to time 
to propose reductions of particular duties. , 

7. 'rhe question now is whether, subject to the considerations set out 
above, the programme recommended is regarded by the Government ~f 
India as feasible and acceptable. On this the Government of Indi'!. are 
Dound to observe that theua; hSi:d that, in view of the initial assistance 
to Provinces recommended y . Otto being far greater than W8.1:1 

I originally contemplated the proportion of the divisibleLincome-tax receipts 
, to be permanently retained by the Centre would be~!ln!! 
n~ However, recognising that the Report is ill the nature of a 
qu"asi-arbitral award, the Government of India oontent themselves with 
saying t1at they hope and have fair reason to believe that Sir OttO'1i 

,vProgramme is feasible. In making this statement they rely, of course, 
on the powers of the Governor General under the proviso to Section 138 (2) 
of the Act to which Sir Otto pointedly draws attention in the ooncluding 
words of paragraph 32 of his Report but they would obviously have felt 
('onsiderably more oonfident that the delaying powers would not need to 
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he invoked if the percentage allocated to the Provinces had been' fixed 
:tt 33 113. 

B. In this connection the Government of India cannot refrain fl'o~ 
referring to some of the implications of the Report. Those which rlllate 
to the solvency of the Railways and the. general level of the Customs 
Tariff h:n'c already been dealt with. That relating to the permanent 
retention of the remaining surcharges on Income 'l'ax and Super Tax 
raises very difficult questions which cannot be fully diScussed here. But 
we do say that so far as we can estimate the adoption of the suggestion 
contained in para. 31 (1) of the Report would not enable the Centre 
appreciably to increase the scale of initial subventions though it would 
ou-viously advance the date when the distribution of Income-tax to the 
proviuccs commences and it would render more certain the completion 
of the fu]] programme within ten years. In any case, whether the SUl'­

charges are retained permanently or only temporarily, it seems to us 
indubitable that, in recommending a settlement so generous to the Pro­
vinces, Sir Otto has rendered it difficult in the next ten years for the 
Government of India either to increase its exiguous provision for Sinkiug 
Fund to a reasonable figure or to reduce those indirect taxes which are 
an undue burden either upon enterprise or upon the consumer except inl 
cases where such action would be clearly advantageous to the revenue.) 
Indeed unless prosperity returns at a quicker pace than now seems 
likely, both the present Government of India and its Federal successor 
will 1ind their freedom of action in the financial sphere Ullcomfortably 
limitcd. I 

9. Finally the Government of India would wish to mention one point 
of detail in regard to the first period of 5 years after Provincial Autonomy. 
Sir Otto recommends that the Provinces should during this period" get any 
sums by which the divisible pool of Income Tax exceeds 13 crores less any 
contribution to General Revenues 'from the Railways. He explains that 
this Railway contribution is to be assessed in accordance with the present 
separation ,Convention. But this is not in itself a precise basis of assess­
ment and indeed it would be quite possible within the present Convention 
to render Sir Otto's recommendation nugatory. For example, if surpluses 
are applied first to replacing the sums borrowed from the depreciation 
fund no contribution can possibly arise. The QQvernment of India assume 
that the Secretary of State will provide in the Order in Council, against a 
possibility such as this. On the other ,hand they wish to point out that 
they have for some time been considering whether and have now actually 
decided to remedy· the present accounting rules under which ·an excessive 
amount of expenditure upon renewals and re.placements is charged to 
capital. The plan decided upon involves reducing the charge to capital 
and increasing the net charge both against revenue and against the depre­
ciation fund. In a normal year it will mean an additional charge of 
something like 25 lakhs against railway revenue and they assume that 
there is no question of regarding it as inconsistent with the Report. which 
clearly could not intend that the Centre should make payments on revenue 
account to the Provinces at the expense of an illicit expansion of the Rail­
way Capital account.-

10. So far we have thought fit to set out our own views without speciJic 
reference to the views expressed by Provincial Governments. For the most 
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pa~, ~ese take the form. of asking for more for themselves and of com­
plaInIng that othe~ ProvInces have been treated too well. The cost to the 
Central budget of the various additional demands now put. forward is 
nearly a crore a year as from ] 8t April next while there is Ii. further pro­
posal that the Centre should forego an additional crore or more a year by 
way of reduction of the jute duty not later than the 1st April 1942 We 
wishtomB;ke it clear beyond a perady~nture that we see no prospect'what­
~ver of beIng able to ~dertake. addltIonal burdens of this magnitude or 
rnd.eed as we hav~ prevlO~y tned to show of any appreciable size at aiL 
ThIS means that if conceSSIOns are to be made to individual provinces it. 
can only be done at the expense of other Provinces and not of the Centre. 
And for our part we see great difficulties in any redistribution of relid 
which may easily create more discontent than it alleviates. 

11. Apart from these general observations there are a few specific 
points which require mention : 

Assam.-We are clear that Sir Otto deliberately limited the cancel­
lation of debt to that incurred prior to 1st April 1936. 'fhere are obvioUl> 
reasons for such a course, but, apart from that, the residual relief which 
he recommends is definitely assessed on that basis. 

Sind.-The Government of India would point out that the subvenLiulls 
proposed are equivalent to a·capital gift of something like 20 crores, 1>0 

that in effect a very large part of the Barrage debt is being cancelled. But 
in our view it is important that Sind should retain an incentive to make 
the Barrage remunerative as a business proposition. On the basis of thE. 
present estimates the Barrage will ultimately yield a considerable net 
annual surplus after allowing for the complete cessation of the subven-
tjon. 

Bihar.-This arithmetical argument is clearly invalid. There can be 
no doubt that if the debt had first been made less onerous by being spread 
9ver a longer period Sir Otto Niemeyer would have assessed the relief 

. immedi~tely required not at 25 lakhs but at some smaller figure. 
. BengaZ.-( a.) The pro.posal that the datum line of divisible Income 
Tax receipts for the first 5-year period should be fixed at 12 and not 13 
crores is unacceptable. The latter figure was doubtless fixed, after a 

, review of the forecasts of the Central budgetary position year by year, at 
the minimUIIl; which- would reasonably promise equilibrium. At all events 
that is definitely our view of the ,situation. 
, (b) As regards the distributi?n of Income Tax between .BEm~al and 

Bombay we .clearly can have nothIng to say except perhaps to pOIn~ out 
If that Sir Otto explains ~hat his pr?posals are not based upon' any UnIform 
Q oombination of populatIon and r{'.\;Idence. . . . 

(c r We have already made it clear ~at we see no chanc~ of being 
able' to relinquish any further part of the Jute duty by 1942 or Indeed by 
any specific date. . In the <:i~cumstanees we deem it unnecessary to argue 
dn the merits of thIS propOSItIon. '. '.. 
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1'l!.LY.GBAM ~OM THE SECRETARY OF STATE, TO THE GOVERNMENT 'OF INDIA, 
No. 11)89, DATED THE 20TH MAY 1936. 

1. I have now received views of each of the Provincial Governments 
and of ~our Excellency's Government upon Sir Otto Nieuieyer's report 
and haVIng carefully examined these communications I have reached 
conclusions which are set forth below. In orde~ that fu'll information of 
considerations ~hat I have h~d to weigh may be available, I propose to 
present to Parhament both views of Governments in India and this reply. 

2. I cordially join in acknowledgments which are due. to Sir Otto 
Niemeyer for undertaking rtesponsibie and difficult task that was allotted 
to him and for manner in which he has discharged it. No problem 
connected with process of constitutional reform in India has given rise to 
a greater conflict of views and interests than matter of finance and it is 
indeed fortunate that one who combined such exce,ptional experience' and 
authority with complete detachment from Indian controversies was able 
to assist in final stages of its solution. There can be no more strikin~ 
evidence of formidable complexities of issue upon which he has delivered 
80 clear & judgment than documents now under review. 

3. Sir Otto's task had two aspects. On the one hand he was appointed 
to conduct an independent investigation of present and prospective 
budgetary positions of Government of India and of the Governments of 
Provinces before final decisions were taken· by His Majesty's Government 
and Parliament as to date for introcluction of new Provincial constitutions. 
On the other hand he was required to make recommendations for completion 
by Order in Council of scheme of financial :rell!tions. between Centre and 
Provinces !embodlen iii--UOVernment ofiridi.a Act, 1935'; and for other 
adjustments ancillary to that scheme. The matters remaining to be 
deternIined by Order in Council were allocation between Centre and 
Provinces of proceeds of income-tax and jute export <!~!y~and-I>rescription 
of grants-in-aid~' of stiCh- Ptovinees as were found to require 
assistance in this form. The two aspects of enquiry are .connected by 
objective, inherent in constitutional plan, of equipping Provinces with at 
least a sufficient minimum of resources at the outset, and of providing 
them with further resourees in future, for questions' at once arise both of 
ability of Central Government to surrender a part of its present resources 
and of manner in which sums available should be distributed among 
Provinces . 

. 4. Sir Otto's conclusions upon general question' of adequacy of 
financial resources ig ". that the budgetary prospects of India, given 
prudent management of her finances, justify the view that. adequate 
arrangements can be made, step by step, to meet the financial n;nplications 
of the new constitution" (paragraph Xo. 8) and after making recom­
mendations to meet the immediate needs of Provinces, he adds specifically 
,. From the financial point of view; I conclude that His Majesty's Govern,. 
ment may safely propose to Parliament tl:lat Part III of the Government 
of India Act, 1935. should be brought into operation a year hence" (para­
graph No. 18). These conclusi?~ h~ve been rea.ched ~fter an e~ert and 
exhau.stive examination of posItion In consultatIOn WIth fina!lclal autho­
rities of each of the Provinces and of the Government of India and mu.st 
accordingly command rC4ilpeCt. 
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. It was perhaps inevitable that so long as a final decision had not bOOn. 
pronounced upon extent of benefit Jhat each Province might expect to 
receive, the comments of Provincial Governments should generally speaking 
have been de~igned mainly to emphasise their individual difficulties and 
natural desires fQr greater resources. In any case, it was scarcely to be 
expected that, where aspirations considerably out-run financial possibilities 
and expectations have risen high, and where effects of set-back that accom­
panied .depression are still keenly felt, the necessarilJy limited proposals 
now under consideration would receive from this quarter an unqualified 
welcome. I fully realise indeed that financial administration of all Pro­
vinces will continue to demand great caution and that budgetary problems 
of some Provinces will present difficulties. 

I see no reason: however to believe that those problems need prove 
insoluble and I find confirmation for this view not . only in .Sir Otto 
Niemeyer's judgment, but also in fact that no Provincial Government 
makes any suggestion that introduction of Provincial Autonomy should be 
delayed on financial grounds. 

On the other hand the problem of Government of India in fiilding 
soml) .five Cl"Ores partly to assist Provinces and partly in consequence of 
separatIon of Burma demands consideration. Sir Otto Niemeyer was far 
~'rom ignoring implications of this problem which are further emphasised 
by Government of India. It is clear (hat Central Government no less 
than Provincial Governments will haye to direct its financial policy with 
special care, but I do not understand that Government of India anticipate 
insuperable difficulties and I share this vie~. 

5. In considering this question it is well I think to appreciate extent 
to which such practical difficulties as remain to be overcome are inherent 
in existing situation independently of prospect of constitutional reform. 
The anxiety of Provinces for a more liberal allotment of resources has 
been continuously manifested over a long period. Moreover, the problem 
of chronic deficit Provinces could not much longer have been left unsolved. 
These are major factors in situation and would have to be faced even if 
no change in existing form of government was contemplated. Beside them 
cost of such changes as enlarged electorates and legislatures which are 
connected with l}ew Constitution is relatively insignificant. 

It is of course clear that solution of all these problems might have 
been simpler had they been under consideration in more propitious economic 
circumstances. Unless however a completely unforeseeable set-back occurs 
the position will evidently, be markedly better' than could have been anti­
cipated at tbe time when frame\\'ork of new Constitution was under dis­
cussion. It will be recalled that Joint Committee gave special attention 
to financial background of reforms and concluded that Parliament would 
at approp),"iate time require an assurance from His Majesty's Government 
that new Constitution could be inaugurated without thereby aggravating 
financial difficulties to a dangerous extent. . In my 'view assurance that 
may now be given can be framed in appreciably more positive and hopeful 
terms. 

~er full conside~ation I entirely accept Sir Otto ·Niemeyer's conclu­
sionsand Thad nO'-liesitatiOli in proposing with concurrence of Your 
Excellency'-s Government that April 1st, 1937 should be appointed as date 
for commencement of Provincial Autonomy. A draft Order in Council 



iOf _ tp.~ .. P1l,rPO~e. (upo.n; tllCltnica,J :d~tails .which Governm~D,t· 9f: JIl~~/i.. anfil. 
PrOVInCIal Gover~~nt$b.ay~ . heel!, . ~parately cQnsJIlted) will. shortly be 
.IIummtted to ParlIament. ." " 

: .:6,Ili regard ."fio s~o~d.aspe~t.~f·,s.ii: 6t~:Niemeyer'sED,qui!Yit,ii 
4mdeIlt,tha~ past hl$toryo(dlScus~lon of financIaJ. relations between. Centre 
and ProviI?-ces ~oJ,'ded no gQQd,reas9Il to hOPEl that hiitreColIlI1lendatiQIlS 
would be ImmedIately acceptable to all "parties' conce.rned:.AS . Joint 
Committee pointed out the problem of allocation of resources'ru :il:'Federal. 
system' "has "ever;ywhere proved' singularly impracticable, : for·~n:fl.ict, of 
interest that arises, is practically incapable' of complete reso!ntiori> The 
assessment'of relative financial need of Centre and of ProVinces collectively 
iti a 'sufficiently ~cU1t task but other facet of proQlem.' the adjudlcatiQn 
of rivalclaims of Provinces, gives rise to issues of even greater delicacy. 
I share Government of India's view that in both respects Sir Otto's 
Report must be regarded as in nature, of a IJllilsi-arbitral award' and it 'is 
accordingly ~lear that such "a Inicely balanced scheme could nOt' properly 
be disturbed'except for strongest reaSOIlS. I have e~amin:ed re<:ommenda~ 
tions closely on this basis. So far as concerns the aggregate assistance to 
be'a1fordedto Provinces'l am not prepared to dissent from Gove,rnI.rientof 
Indiw's'view that it is out of the question at present moment' for Cellfral 
Government to' undertake greater c()mmitments immediate or prospective 
than Sir Otto has recommended. "In these circumstances it is of course 
clear that any material alteration, in treatment .accorded to particular 
Provinces can be made only atexpense:O£ other; Provinces .. Howextensiv,e 
is field of controversy to 'which this would lead is readily apparent freIIl 
conflicting views of Provincial Governments that are before. me. Each 
Province ~s inevitably-convinced of strength of its own claims andjs bound 
to experience difficulty i'll appreciathig significance of its case relatively :to 
eircumstances of other Provinces. It Cll'Illlot be' overlooked that Sir Otto 
Niem~yer has' brought a:iJ.~~ent judgp,en..!.. to" bear .~n.this subject 
and that he has had an exceptIOnal opportumty.·of appreCIatIng prob'em 
as a whole. It is my considered .View that he has achieved as equitabl¢ 
a settlement ,between various' contestants" as case allows. 1 pl'opose 
accordIngly t9 accept hiS recommendations as a,whole. 
, 7. Befol'~ accepting recommen:dations as. not o:oly equitabl~ bu~ 
practicable I' have paid. attention "to" ~pecial,: problems that a·re mentlOne~ 
by Government of bdia. : •. , . 

. As regards finan~ial position of r~'ways I note wi~h sat!Bfaction: tb.:at 
Government of India have Iilatter actIvely under cOIl$Ideratien Ij,Ild you.r 
Excellency'8 Governtnent may' count on mr. su,pport '~n :8Il:Y mell,surlt th~t 
may be necessary for infprovementof pOS'ltlOn:' '. 
, . I note the Governme~t of ~ndia's viewrega'rding customs. reve~ue 
which is a'matter that will undoubtedly call for most careful cODBiderabon 
in near. future.; ", ..... ." " 

The question of remaining Surch.argeon income-tax is ~s <;1"oyernment 
of. India ,point out one of some diffic,,:lty a~dal!hough It .IS only ?l1e 
aspect of gep-era! budgetary'.problem whIch WIll a~Ise from t!me to tIme 
,1 reel bound, to' say at once with ref~rence. to theIr observatIons. on t~e 
subject that. if scheme of finance npo~ whIch .successfu! operatIon of 
"Provincial Autonomy depends is found to necessItate continuance for some 
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time longer of this burden {either in its present or in any equival"tlnt,form} 
-I shall a~oord my full support to Government of India;,. .' , .',_ 

I agree thatin any case there is bound to be some:llDcertainty whether­
programme for transfer of income-tax. to Provinces-can, be, fully realised 
and in this coqp,ection I think it well to associate myself- with, "'arning 
given by Sir Otto Niemeyer in paragraph .32 of his Report.,."" , 

,While every effort will be made so far as I am concermid, and also'l 
have no doubt by Government of' India, to fulfil hopeS now extended tc) 
Provinces, the scheme call1iot be assumed by them tO'represent a final com­
mitment. 'At the same time with reference to Government 'of India's 
observations as regards provincial percentage I' am bOUild'to emphasise im­
portance that I attac!J, to securing maxim.um possible Ultimate distribution 
to Provinces for which reason I welcome both Sir Otto's 'proposaJ and 
Government of lindia's view, which I share, that there is fair reason to 
believe in its feasibility. It is relevant to remember that a mistake- iIi 
fixing percentage unduly low carinot be' rectified since' percentage originally 
prescribed is incapable of increase. by a subsequent . Order in' Council. 
AgainSt any mistake in contrary direction however there are safeguards 
both of Governor-General's delaying power, to which attention has been 
drawn, by Sir Otto and Government of India, and in last resort a possible 
reduction in percentage by an amending Order. 

8. In view of m.y general conclusions already indicated it would serve 
no ~oodpurpose to attempt a detailed commentary on views submitted by 
each individual province. There are however certai:tl specifiC' points upon 
which brief comment is unavoidable ; and in the first place I wish t~ 
express concurrence in Government of India's observations in connection 
m.th representations of. Assam, . Sind, Bihar and Bengal. As regards 
BengaJ I would add that it cannot in my opinion properly be assumed that 
power in respect of jute export duty placed by Government of India Act 
in Central· Legislature will. not be exercised with due regard to economic 
irtereE.ts of that province. On such an assumption applied throughout 
field of Central Legislation which of necessity includes subjects that affect 
certain units more than others Federal idea would be. practically unwork­
able. In so far 'however as there may be a case for reducing sooner or 
later the rate of jute· export duty I think it necessary to say now that if 
on account of such a reduction the value to growing provinces of their 
percentages were materially reduced it would be necessary to consider 
whether in the' circumstanct'l! those provinces required. additional assist-· 
ance either in. Jorm ofachange in' jute duty percentage or otherwise. 
. I appreciate practical. problems that confront Government ~f the­
United Provinces. I have however not understood that Sir Otto NiilIDeyer'g 
recommendation was related to precise requirements of each particUlar 
year and I am unable to accept suggestion that 'iIi aggregate it need prove 
inadequate. Having regard to circumstances of United Provinces and to 
the special problems that Central Budget will present in the first year or 
two it appear.!! to me .Itot unreasonable that· beneficiary should accept 
assistance in even. amounts and make budgetary dispositions accordingly. 

, ; While I sympathise with mu.ch tl,P,tt Punj~b Govermn:~nt says I'cannot 
tefrll-in: from obServing that case of .that PrOVInce relatIvely 'to othenJ 
particularly Ma.dras., and. . ;Somb~ ,.appe~r to. ha,~e . ~~~n :~omewhat 



.t'xag~e~aJed ... ~~r O~t.o ~ieJneyer has cleilrlyhad. to, consider cases of those 
,J;'roV1l1ce!J. after iillo~.for separa.ti()n of Orissa and Sind and lam 'not, . 
• pr~pared~ dispute eqm.,ty ()~ j1!s co~Clusions. ¥oreover,"fro~ p~acti~ 
,poInt .of, y!ew l>epefit.s o~ cr~atIon; o~ SInd and QrIl!Sa have. been la:r~ly 
.absorbed mto budge~ of par.!lI!.t provinces. thi~ Y!l81' lI-I!.d though they ril 
of course pe~~nently ~trengthen positi~H:'. of those pro'\7inces,' the.y will no~ 
represent additIonal free reso.urces at ,disposal of. new ,;Ministr~es. Agai~ 
luch ~ene~ts as· M~ras and Bombay ,derive from .decentralizll-tioI!. and 
-consolidation scheme is as <lovernment .of India point out. temporary. :while 
-?n the- o!her hand it may be noted that as part of. debt sche~e thePq.nj~l> 
)s left WIth a large block of debt on .exceptionally favourable terms, . 

. I sy~path~ witli llfttural disappointment of PWijli.b GoveriIineilt that 
.that Provin,ce alone ,of provinces oflndiashoUId receive ,no:iID.mediate 
assistance, except ,to atrJ~iJlg 9-egre'e through debt' sChe~e:. 'But I am not 
:-atisfied that there .!lre sufficient grounds forgiving any' special relief to 
that province ,which. Sir Otto Nie.meYer has not reOOmineIided. The 
Central resources, especially at outset, are ILOtsuch that assistance can be 
givell except wh~n, nee<!.i~.J¥.1~rative.. I haVEl, no doubt that a prQ;.-iilce 
so 'Well endowed wIth-natural resources. arid, with so high a tradition of 
efficient administration' as Punjab; will in fact without assistance be much 
more favourablty; situated than many of the other provinces, even after. 
allowing jor help which latter will receive. The fact that one' or tW() 
other provinces" whose economic ~trength ,is perhaps comparable with that 
of Punjab, happen to receive relief owing to their territorial reorganiz~­
tions and debt scheme, caJ;lJlot afford justification for grant of some 
equivalent benefit to Punjab. It has' also to be rememberedthataddi­
tional resources will' become' available to the new Punjab Governnient 
when income-tax begiM to be distributed. I note that 'Punjab . Govern­
ment consider that they will_be at some small financial disadvantage on 
introduction of Provincial Autonomy owing to an expected loss incon~ 
nection with supply of liquor by province to other administrations. 
'Arrangements covering supply of excise liquor by one province to another 
will have to be reviewed in the light of new constitutional position, and I 
consider that points rais'ed by Punjab Government in this connection will 
require further examination. ' 

, 9. I am submitting to Parliament. a draft Distribution of Revenues 
Orllerwhich dealS with income-tax, the jute'export duty and grants~in­
'aid to certain provinces instri~t accordance with Sir Otto. Niemeyer 'iii 
recommendations. The technical points in draft Order have,. been sepa­
rately discussed with Government of India but there are certain funda­
~ental assumptions that I must sct forth on present occasi~n. (a) ,!,he 
calculation to which section 138 (1) of Government of IndIa Act gIves 
rise involves certain assumptions as to interpretation of t'hat' section and 
Sir Otto Niemeyer has recorded assumptions that he has made in ilnileXed 
letter. The Order has been drafted upon the basis of tbese assumptions 
Rnd as allocation of appreciable sums is involved it is 'necessary that I 
should make this clear. (b) It .has always been assumed that" corpora­
tion tax" (which is allocated by .A~t as a Federal source ~f. revenue)j 
would mean a tax of nature of eXIsting, super-tax on c?mpames and defi­
nition in section 311 {2} 1}f Act wasinten~ed to hav~ ~h1S ~esult.. I un~~r 
stand, however that doubt has arisen whether de~ItIon IS entIrelysatIB­
factory. If such aoubt is substantiated hereafter It may be necessary to 
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~ "l~arliameztl; ;to rectif.i-.position,., (c) Sir· Otto ·hilif, rec"ommended filM 
for the purpose {If formula which governs: allocation or lilcome.tai:· iIi' firlit 
:live 'years period the computation6f railway ,.coutributionsto· geJ).eral 
;tevell ues sp.ouldbe made' on basis provided by present railway convention 
which was·formulated in a resolution passed by Legislative Ai!sembly~.on 
September 24thi·1924. In accepting this recommendation I agree thjlit 
Governmen~ of India method' of application of that resolution to, present 
pu'tpose ~hould' in' respect' of treatment of loaM from depreciation' fuul:'l; 
1!he treatment :6f arrears of contribution to general revcnue/t (wh~chaI;e 
not fop'ecifically mentioned but are in pari ~ateria) andim.pr9v~ent oJ. 
accounting' pro-cedure, be on. lines suggested in paragraph 90f their cvie\Yll. 
'l'h~ .lelevant px:ovisionl'l of draft Order in Council are intended to give 
'effect .to above.' '(d) The provisions of draft Order in respect of North­
West 'FJ,'ontlerProvince grant-in-aid do not bear on the face of them 
qJ].alifications' that case of this province is to be reconsidered in five years' 

'Ume which waS what:Sir'Otto recommended. It would in fact be incon­
I venient to make such provision in Order but I wish to make it·' clear that 
• intentiOn is toreconsider matter at the end of five years. In thi~ connecr­
.#on I have n'oted the concluding comments .in v{ews of this province'and 
J.tl1ink it aesirable to state that so far as I am concerned there is no ques~ 
:tion of prejudging at present time any'decision that may ha.ve to be taken 
in .. the light of circumstances of five years hence. (6) The' provisions of 
:Siil.<las~ume that barrage' debt funding scheme will be' on lines reCOIDi­
hlended . by Stir Otto' Niemeyer and measures to this end are in contcm:. 
i-Ila.#oIi. ,. , . ,~ 

f" ... ' )0. The 'scope of draft Order in Council does not extend to decentraii­
~atiQn. of .bal!!!lces and _cancell~tionan~ consolidati,<>n_oJ. debt referred"to 
in;pafagI"aphs 1:9 to 21 and Appendix; III of Report ... These are matterii 
which wiU fall tob~ dealt with immediately before commencement of. 
Pto\·in.iJiaIAutonomy under existing statutory powers (su'bject to certain 
~¢nd.m.ents of Devolution Rules). It is clear in any event that grant of 
the 8pecified assistance to certain Provinces by cancellation of debt is an 
essential part of Sir Otto Niemeyer's sc'hem.e and I shall assure Parlla;­
ment that necessary action in this regard WIll be talken.· .., 
. In addition however I entirely: agree with Government of India that 
fich~me . for decentralization of· balances and eonsolidat~on Qf debt must be 
regarded as an integral part of whol.e plan ,and 011. this . b~is. I hl;l .... e 
<lecided to accept scheme. The. detaIled arrangements for l.tS e;x:ecutlOJl 
wiJI. be separately discussed. ' 
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ANNEXURE, TO· THE SECRETARY OF STATE'S TELEGRAM 
" No. 1589, DATED THE, 20TH MAY 1936, 

lJETTEltFROM SIRJ)TTO NIE.M:m¥ER, G.B.E., K.C.B., TO ,Tl:IE UNDER SEC~ 
TARY OF STATE FOR INPIA, LONDON, PATED TIlE 6TH APRIL, 1936. 
In tire course of my consideration of th~, problems arising under 

,Section 138-. of the Government of India Act, 19a5, it has been necessary 
to make estImates of the amounts which, in various circumstances would 
be assignable to the Centre and the Provinces respectively: Thi~ 
process involves certain assumptions as to the precise, interpre­
tation of, these provisions; and since my recommendations might have 
been different had I not made the particular assumptions which I did 
in fact make, it is desirable that I should place them on record. 

(1) Although t.p.e Act treats "corporation tax" and "taxes on 
jncome" as distinct taxes, the pre3ent super-tax on companies (" cor­
poration tax,", under the Act) is in practice Tevrea-'u:naer tile -same law 
and by the same administration as any other form of income-tax. It IS 

obviously convenient that it should be : but as a result there are cer­
tain difficulties 'in determining what amount of th'e produce of the various 
forIllS of income-tax is in fact " corpo!:I!H!>p- ..tax"," and what amount is ~ 
I' taxes on income" within the meaning of Section' 138. 

, (a) In the first place, when refunds on account of double income. 
tax are given to companies, relief 'is calculated upon the 
basis of the totalt.ix suffered, both income-tax and super-
1ax. '1'he amount of such relief. in a recent year was iI'early 
Rs. 90 lakhs. Dbviously the, question whether so large a 
sum is to be regarded as falling entirely upon the wholly 
Federal head of " corporation tax ", or entirely upon the 
heads which are divisible with the Provinces, or partly on 
the one and partly on the others, is of considerable im­
portance. A fair workable' basis of calculation is to divide 
the double tax' refunds' granted to companies in any yeal' 
between "corporation tax" and "taxes on income" in 
the proportion that gross collections of " corporation tax " 
less other refunds granted in that year bear to collections 
of company income-tax less other refunds (including Sec­
tion 48) granted in that year, I have myself' adopted 'this 
formula and I think it should be followed in, future prac­
ticc. 

,(b) Since a common administration is occupied with all forms 
of income-tax, costs of collection are not readily divisible 
between "corporation tax" and the other heads. The 
amount at stake is comparatively small; and I think it 
would be was1!e to attempt an elaborate enquiry (which 
would have to be periodically renewcd) as to the precise 
time and money spent in collecting" corporation tax". 
I have in fact divided the cost of collection of all forms 
of income-tax between "corporation tax" and the other 
heads in the ratio that " corporation tax" as reduced by 
refunds ~nce with sub-paragraph (a) above bears 
to the other heads of t/1.X as similarly reduced ; and this 
practice should similarly be followed in future; 
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.' (2) (a) To ,I!!tiY~.llt . ..1I).~.di~isihl~ 'pQ9.l,it is ,necessary to deduct from 
I" taxes on income." the proceeds of ,taxes. o.n FJLd,~raL .emoluments, 

Collections under this head, less refunds, can apparently be readily 
ascertained from the income-tax' retuI'us'; but again, in determining the 
amount to be ret.ained .by the Centre under this hea(\, regard must be 
paid ro cost of collection. 1 have again as"mmed that the cost should be 
pfoportionate_.to.the· yield.~ after deducting refunds. 

(b) A further ~duction has to be made- on account of ":{lroceeds 
tlittributable to Chief Commissioner!:!' Provinces". The Act does not 
·\.lefine -the meaning of " attributable" ; but it appears to me reasonable 
(and the fil'l>t paragraph of Section 57 of the Introduction to the White 

Paper suggests that it was int.ended) that the attribution should be 
4etllrmined' by factors similar to thQse which determine the distribution 
of the Provincial share among the various Governors', Provinces. Ha"\'"­
ing considered the matter on this. basis, 1 recommend that the Centre 
:should retain, in respect of Chief C.ommissioners' Provinces, one pel' 
'lent.' of ' the net tax remaining after the'elimination of "eorporation tax" 
lind taxon Federal emoluments. The divisible pool of which the Pro­
-vinces .. will receive 50 per cent. according -to their respective percentages, 
will be what remains thereafter. 

(3) 1 should not regard these questions of principle as fitting subjects 
for a decision by the Auditor General under Section 144 (1) of the Act. 
.1 think they are proper matters for administrative decision in the ordl­
lwry course of administering .the Act, and 1 should personally be disposed 
to leave them at that, unl6\ls there is any serious likelihood that such 
,administrative decision might be challenged, ' 

, But 1 understand that the G,)\'ernment of India are dissatisfied with 
,the existing definition of " corporation tax" in Section 311 (2) of the 
Act, and eontcmplate t.he submission to the Secretary of State of proposals 
for it.s amendment : and it may b'e that, in view of a conceivable danger 
under Section 204, he may prefer to cover all or some of the above matters 
Rlso by legislation or by taking power to deal with them by OrdE'r in 
Council. 

1"C;221W·-3, 700-22·5·3G-{} IPS 
,',/ --



EAST INDIA (CONSTITUTIONAL REFORMS) 

Arrangements with respect to the Relations 
between the Monetary Systems of India 

and Burma in the event of the 
Separation of Burma. 

from India X'" l.ct.438'·N3.5 

~~ 

Presented by the SeCf'etary of State for India to Parliament 
by Command of His Majesty 

May 1935 

LONDON 
PRINTED AND PUBLISHED BY HIS MAJESTY'S STATIONERY OFFICE 

To be purchased directly from H.M. STATIONERY OFFICE at the following addresses: 
Adastral House, Kingsway, London, W.C.2; 120 George Street, Edinburgh 2; 

York Street, Manchester I; I St. Andrew's Crescent, Cardiff; 

Cmd. 4901 

80 Chichester Street, Belfast; 
or through any Bookseller 

I93S 
Price zd. Net 



INTRODUCTORY NOTE BY THE SEORETAItY Of STATE FOR TNOlA. 

The Government of India Bill contemplates that special steps 
will be taken, in the event <;If the separation of Burma from India, 
to regulate the relations between the monetary systems of the two 
.countries, and in particular to give effect to certain arrangements 
for that purpose to be made between the two Governments 
concerned. 

The main features of these arrangements, which are of eourse 
contingent on the separation of Burma, have now been agreed and 
are embodied in the appended provisions: The intention is to 
secure that, for a period of at least three years after the separation 
of BW'ma, the currency and exchange of botll countries shall 
continue to be managed by the Reserve Bank of India, and that 
the least possible disturbance of the existing position shall occur. 
Under the arrangements, the currency systems of the two countries 
will, in effect, remain unified. 

Subject to this fundamental principle, however, provision is 
made for the issue of distinctive bank not.es for Burma immediately 
on political separation, in order to facilitate certain financial 
adjustments consequent on the joint use of the Reserve Bank. It 
is also provided that a local coinage, of different design from that 
in India, may, if desired, be introduced in Burma. 

The arrangements further provide for the performance in Burma 
by the Reserve Bank of India of the normal functions of a central 
bank in relation to government business. 

Finally, provision is made for the transactions which will have 
to take place if and when a complete separation of the two 
currency systems is desired. 

Effect will be given in Burma to these arrangements by Order 
in Council. It will also be necessarv to amend the Reserve Bank 
of India Act, 1934, in certain respects and a Bill for this purpose 
will be introduced in the Indian Legislature in due course. 



ARRANGEMENTS WI'lB RESPECT TO THE REUTJONS BETWEEN 
THE MONETARY SYSTEMS OF INDIA AND BURMA IN TilE 
EVENT OJ!' THE SEPARATION OF BURMA FROM INDIA AS 
AGREED BETWEEN THE GOVERNoa-GENEuAL OF lNDI~ IN 
COUNCJL AND THE GOVERNOR OF BURMA IN COUNCIL, 

AXD APPROVED BY THE SECRETARY OF STATE. 

1. Notwithstanding the separation of Burma from India the 
Reserve Bank of India (hereinafter referred to as "the Re~erve 
Bank ") shall, subject to the provisions of this Agreement, manage 
the currency and carryon the business of banking in Burma in 
accordance with the Reserve Bank of India Act, 1934, as amended 
for that purpose. 

2. The Reserve Bank shall have the sole right to issue currency 
notes and bank notes in British Burma, and the Governor of 
Burma shall not issue any currency notes, nor shall he put into 
circulation any coins -except through the Bank and as provided by 
this Agreement. 

3.- (1) The Reserve Bank shall, as soon as may be after the 
commencement of this Agreement, issue bank notell of distinctive 
design in Burma, which shall be legal tender in Burma but not 
in India, and in exchange for which the Bank shall have no 
obligation to supply other notes or coins at any place in India. 

(2) Such bank notes shall be of such denominational values and 
expressed in terms of such standard monetary unit as the Governor 
of Burma, after consultation with the Central Board of the Bank, 
may determine: 

Provided that, until the Governor of Burma otherwise deter­
mines, the standard monetary unit of Burma shall be the Indian 
rupee. 

(3) Until the Goyernor of Burma otherwise determines, the 
Bank shall be obliged to issue Indian rupee coin on demand in 
Burma in exchange for such bank notes, and Indian rupee coin 
shall not cease to be legal tender in Burma while it continues so 
to be issuable. 

(4) The design, fornl and material of such bank notes shall be 
such as may be approved by the Governor of Burma after con­
sideration of any recommendations made by the Central Board of 
the Bank. 
. (5) Such bank notes llhaU be subject to the same provisions in 
respect of cessation to be legal tender,. conditions of re-issue, 
procedure in the case of notes lost, stolen, mutilated or imperfect, 
and exemption from stamp duty, as bank notes issued by the Bank 
in India with the substitution therein of references to the 
Governo; of Burma and the Gazette of Burnla for references to 
t.he Governor-General in Council and the Gazette of India 
respectively. 
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(6) Notwithstanding the issue of such bank notes in Burma, any 
other bank notes issued by the Bank, whether in Burma or in India, 
and currency notes of the Government of India, shall continue to 
be legal tender in Burma for such period or periods, not being 
less than two years from the commencement of this Agreement, as 
the Gover'nor of Burmn. may determine, or for snch shorter period 
or periods as may be agreed between .the Governor of Burma and 
the Bank; and thereafter such currency and bank notes shall 
continue to be accepted at par at such places and for such further 
period or periods as may be specified by the Guvernor of Bnrma on 
the recommendation of the Bank. 

(7) Bank p.otes issued in Burma by virtue of sub-clause (1) of 
this clause shall form part of the liabilities of the Issue Department 

. of the Bank in like manner, and subject to the same conditions, 
as bank notes issned by the Bank in India. 

4.-(U If so authorised by any Burman law, the Governor of 
ilurma may at any time, after giving due notice to the Governor­
General of India, cause to be issued distinctive Burman coins: 

Provided that he shall not cause to be issued any coin of the 
same value as, or greater value than, the Indian rupee, so long as 
Indian rupee coin is issuable on demand in Burma in exchange 
for bank notes under the provisions of sub-clause (3) of clause 3 of 
this Agreement. 

(2) Coills issued by virtue of the preceding sub-clause shall be 
supplied by the Governor of Burma to the Reserve Bank on 
demand in such quantities as may in the opinion of the Bank be 
required for circulation in Burma, against payment of their 
nominal value; and the Bank lllay deliver to the Governor of 
Burma any such coins as may not, in its opinion, be required for 
such circulation, against payment of their nominal value, apd no 
Burman coin shall be disposed of by the Bank otherwise than for 
the purposes of circulation or by delivery to the Governor of 
Burma under this sub-clause. 

(3) Notwithstanding the introduction of any such Burman coin, 
Indian rupee coin and subsidiary coin of the Government of India 
shall continue to be legal tender in Burma, on like conditions as 
theretofore, for such period or periods, not being less than two 
years from the date of introduction of the corresponding Burman 
coin, as the Governor of Burma may determine, or for such shorter 
period or periods as may be agreed between the Governor of 
Burma and the Bank; and thereafter such coin shall continue to be 
accepted at par at such places and for such further period or periods 
as may be specified by the Governor of Burma on the recommen-· 
dation of the Bank. 

(4) Any Indian coins retired from Burma (whether from 
circulation, ITom the Reserve Bank's balances, from treasury 
balances or from small coin depots) by rea8011 of the introduction 

\ 
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of cOlTesponding Burman coins, shall be disposed of as follows, 
namely:-

(a) If, and in so far as, the Governor of Burma so desires and 
if the Mints in India are able to undertake the ;ork 
they shall be re-coined with Burman designs at the Mint~ 
in India free of charge: 

Provided that any additional expense arising from a 
material alteration in the number or composition of tile 
coins so re-coined shall be payable by the Governor of 
Burma. 

(b) Any subsidiary coin of the Government of India which is 
not re-coined under the proyisions of the last preceding 
paragraph shall be delivered to the Governor-General of 
India against payment to the Governor of Burma of its 
bullion value, increased by an amount representing the 
cost to India 'of coining the same amount of coin in 
the same form. 

(e) Any Indian rupee coin which is not re-coined under the 
provisions of the last but one preceding paragraph shall 
not be disposed of as coin, but the silver content thereof 
shall be disposed of in such manner as the Governor of 
Burma may think fit : 

Provided that he shall not dispose by sale of any such 
silver before the 1st January 19~8, except in accordance 
with an agreement, to be concluded with the Governor­
General of India, which shall determine, inter alia, the 
quotas to be sold in any year by each of the parties on 
the basis of their .respective stocks, and which may, in 
the case of any silver sold in India by the Governor­
General on behalf of the Governor of Burma, provide 
that, subject to the deduction of brokerage and any 
other charges or rebates actually incurred by t.be 
Governor-General in effecting such sale, the Governor 
of Burma shall be paid either the rupee proceeds 
thereof, in which case he shall pay to the Governor­
General, whether by collection at the frontier or by 
deduction from the proceeds of sale, the equivalent of 
any silver import duty for the time being in force in 
India, or, at the option of the Governor of Burma, the 
rupee equivalent, at the rate of exchange of the day, 
of the sterling price of silver on the date of the 
corresponding sale contract. 

(5) In this clause "subsidiary coin of . the Government of 
India" means any coin, other than Indian rupee coin, which is 

. legal tender in British India.; and "Indian rupee coin" means 
silver rupees which are legal tender in British India. 

5.-(1) The obligation of the Bank to buy and sell sterling at 
its Rangoon office in accordance with the provisions of the 
Reserve Bank Act, 1934, shallcontinue, subj~ct only to such 
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modifications as may be necessary in case the standard monetary 
unit of Burma ceases to be the Indian rupee. 

(2) The Jjank shall provide any person who makes a demand' 
in that behalf with remittance between its office in Rangoon and 
such office or offices in India as may be prescribed by the Central 
Boarel of . the Bank, in j;uch amounts, at such fixed rate of 
exchange, and subject only to such rate or rates of commission, 
as may be approved by the Governor-General of India and the 
Governor of Burma. 

6.-(1) The Bank shall undertake to accept moneys for account 
of the Governor of Burma, to make payments up to the amount 
standing to the credit of his account, to carry out his exchange, 
remittance and other banking operations, including the manage­
ment of the public debt, and, generally, to afford similar facilities 
to the Governor of Burma in Burma as to the· GovernoL·-General 
of India in India: 

Provided that nothing in this clause shall be construed as 
authorising the Bank to include in the assets of its Issue Depart­
ment any securities or,coin issued by tlle Governor of Burma. 

(2) The Governor of Burma shall entrust the Bank, on such 
conditions as may be agreed upon, with all his money, remittance, 
exchange and banking transactions in Burma, and, in particular, 
shall deposit free of interest all h.is cash balances with the Bank: 

Provided that nothing in this sub-clause shall prevent the 
Governor of Burma from carrying all money transactions at places 
where the Bank has no branches or agencies, and he may hold at . 
such places such balances as he may require. 

(3) The Governor of Burnla shall entrust the Bank, on such 
conditions as may be agreed upon, with the management of the 
public debt and with the issue of any new loans. 

(4) The Bank shall undertake the custody of such moneys and the 
performance of such functions as, by any Act of Parliamen't, the 
Burma Railway Board is obliged to entrust to it, on the same terms 
and conditions as those upon which it undertakes similar business 
for the Governor of Burma. 

(5) The conditions referred to in this clause shall be the same as 
those contained in any agreement between the Governor-General of 
India in Council and the Reserve Bank relating to similar matters, 
with such modifications and such adaptations as lllay be agreed 
between the Governor of Burma and the Reserve Bank, or, in 
default of such agreement, may be prescribed by the Governor of 
Burma. 

7. The Bank shall not be liable to pay Burman income-tax or 
super-tax on any of its income, profits or gains: 

Provided that nothing in this clause shall affect the liability of 
any shareholder in respect of income-tax or super-tax. 

8.-(1) Save as may be otherwise provided in any agreemeni 
hereafter concluded between the Governor' of Burma and the 



Governor-General of India or the Reserve Bank of India the 
provisions of this clause shall take effect on the date of the 

. tenrunation of this Agreement. 
(2) There shall be transferred from the Reserve Bank to the 

Governor of Burma all liability for bank notes issued in Burma 
by virtue of sub-clause (1) of clause 3 of this Agreement and for 
any other bank notes of the Reserve Bank and currency notes of 
the Go\'ernment of India which on the said date are in Burma, 
being notes which are legal tender in Burma 01' in respect of 
which legal rights of encashment in Burma exist; and such other 
bank notes and currency notes shall be accepted by the Governor 
of Burma at par at such places and for such period Or periods as 
may be specified by him after consultation with the Bank. 

(3) There shall forthwith be transferred from the Issue Depart­
ment of the Bank to the Governor of Burma assets which, at 
their statutory valuation, are of. such aggregate amount as is 
equal to the total liability for bank and currency notes mentioned 
in the last preceding sub-clause, and which include gold coin and 
bullion, sterling securities, rupee coin and rupee securities 
{including securities, if any, expressed in the standard monetary 
unit of Burma) in the same proportions as such assets respectively 
bear to the total assets of the Issue Department on the said date: 

Provided that, unless the Governor of Burma shall otherwise 
agree, the securities so transferred shall not include either--

(a) any trade bills originating in India, whether expressed in 
sterling or rupees; or 

(b) such amount of trade bills originating in Burma, expressed 
in either sterling or local currency, as bears a greater 
proportion to the total amount of securities so transferred 
than is borne by the total amount of trade bills expressed 
respectively in sterling 01' in rupees (including trade 
bills, if any, explessed in the standard monetary unit of 
Burma), and held in the Issue Department of the Bank 
on the said date, to the total amount of securities held 
therein. 

(4) Any rupee coin transferred to the Governor of Burma under 
the last preceding sub-clause shall be disposed of in like manner 
as retired rupee coin under the provisions of sub-clause (4) of 
clause 4 of this Agreement. 

~5) If, and in so far as, distinctive Burman coins have not been 
previously introduced, they shall forthwith be introduced and, 
subject always to the provisions of sub-clause (3) of clause 4 of 
this Agreement, all Indian coins shall be retired from Burma and 
disposed of in accordance with the provisions of sub-clause (4) 
of that clause. 

(6) The Governor of Burma shall, if the Reserve Bank so 
desires, take over from the Bank aU or any property held by the 
Bank in Burma for the purpose of carrying on· its bu~iness. 
against payment of the value of such property as shown m the 
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'books of the Bank if this Agreement is terminated in three years 
or less from the date of its commencement, or on such terms as 
lOay be agreed with the Bank if the Agreement is terminated at· 
a later date.' 

(7) The Governor of Burma, the Reserve Bank and the Imperial 
Bank of India shall enter into an agreement under which the 
Governor of Burma shall take over, on such terms as may be 
specified therein, the rights and liabilities of the Reserve Bank 
under any agreemel1t made between it and the Imperial Bank in 
pursuance of section 45 of tlie Reserve Bank Act, so far as these 
relate to the conduct of Government business and currency 
operations in Burma : ~ 

Provided that the Governor of Burma shaH have a like power 
to issue instructions to the Imperial Bank and to terminate in 
certain C'ircumstances an agreement made by virtue of this sub­
clause, as is vested by section 45 of the Reserve Bank Act in the 
Governor-General in Council. 

9. In the case of any dispute arising under or out of this 
Agreement, or as to the interpretation or application thereof, or if. 
in the opinion of the Governor-General of India or of the Governor 
of Burma, it is expedient that this Agt"eement be amended. or 
varied, on the ground that any of the more important assumptions 
underlying it is not being realised or that some unforeseen 
development likely to affect· matp,rially the arrangements set out 
therein has occurred, the matter may, in the absence of agree­
ment, he referred, at the instance of either the Governor-General 
of India or the Governor of Burma, for arbitration by such person 
or persons as may be agreed between them, or in default of 
agreement may be appointed by the Secretary of State, and this 
Agreement shall thereafter have effect in accordance with and as 
varied by any decision of such person or persons. 

10. This Agreement shall come into force on the date of the 
separation of Burma from India and shall remain in force for 
three years, or until the expiration of two years from the date on 
which a notice to terminate the Agreement is given to the 
Governor-General of India by the Governor of Bluma or to the 
Governor of Burma by the Governor-General of India, whichever 
is the later: 

Provided that if, in the opinion of the Governor of Burma, the 
Reserve Bank fails to fulfil any of the obligations imposed upon 
it by or under this Agreement, or if the Reserve Bank of India 
Act, 1934, is amended in any respect which, in the opinion of the· 
Governor of Burma, is seriously prejudicial to the interests of 
Burma, notice to terminate the Agreement may at any time be 
given to the Governor-General of India by the Governor of Burma, 
and su.ch notice shall take effect on any date which may be' 

. specified therein. 
(3687) Po. 1488 WI, n8g-n8g 2000 5/.15 1.0.P. 
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INTRODUCTORY NOYE BY THE SECRETARY OF 
STATE FOR INDIA 

The Joint Committee of Parliament; having recommended that 
the gover~ent of Burma should be separated from that of India, 
recommended further, in concluding their Report, that early l;I~ps 
should be taken for the detE)rmination, by an impartial tribunal, 
of the principles of " an equitable apportionment between the two 
countries of assets, and liabilities ". \ 

In December, 1934, in, pursuance of the Joint Committee's 
recommendation, a Tribunal, consisting of the Rt. Hon. L. S. 
Amery, M.P., the Rt. Hon. Sir S. Rowlatt, X.C.S.I., ahd Sir 
W. F. Nicholson, X.C.B., began, in response to the, Secretary 
of State's invitation, to investigate the whole matter with a view 
to advising as to 'the basis on which a just financial settlement 
should be made and also as to the lines on and the method by 
which a complete financial settlement may be achieved between 
the two Governments; for it is evident that however precisely the 
,principles may be indicated, 8i very great deal of detailed adjust­
ment, ,will be entailed by the application of thOSE) principles. The 
,Report of this Tribunal is appended. 

" A particular aspect of the same question is dealt With in clause 
425· of the Government of India Bill as presented to Parliament. 
'This clause has' for its principal purpose the correction of an 
apparent maldistribution as between India' and Burma of property 
and liabilities effected by 'other provisions in the Bill. 
11 these provisions were given their ,primii, facie effect 
:without qualification, "the result ,would be, '8i financial 
settlement between, India ahd Burma obviously inequitable 
,to 'India. Pensions,' for insta,nce, earned by "Central 
Service" whether in Bnrmaor elsewhere are wholly charged in the 
~ill' against the, Federation. Burma however must in equity take 
with her, on separation, sOIIl;e sh~re of the liability for those 
pensions. 'Similarly she must accept responsibility for a share ~f 
the Central Debt of the. India of which she has hitherto been part. 
Material assets, again, have been allocated by the Bill, for ;practic~l 

'reasons, to the country in w¥ch they a~e . geographically situat~d; 
but, as the property of a; hItherto undiVIded Government which 

'included that of Burma, their value is in fairness divisible in some 
"general proportIon by reference to more general principles than 
,those of geographical situation. The Report of the Tribunal 
assesses facton'! such as these and makes recOmmendations as to 
the pnnciples upon which, and the method by which,they may be 
~justed., " , 

• Renumbered ClaWlli442 after amendmelot of the Bill in Committee of the 
HOU88 of Commons. 

29543 A2 



REPORT 
To the Right Honourable Sir SAMUEL HOARE, Bt.; 

G.C.S,I., G.B.E., C.M.G., M.P., 
His Majesty's Secretary of State for India. 

We have the honour to submit our Report on the questions 
referred to us in the following terms :......: 

Ie rrhe Joint Select' Committee of Parliament on Indian 
Constitutional Reform. having recommended that Burma should 
be separated from India and that early steps should be taken 
for the determination by an impartial Tribunal of the principles 
of an equitable apportionment between the two countries of 
assets and liabilities, 

The Tribunal are requested-
(1) to ad,vise as to the basis on which a just financial 

settlement between the Government of India and the 
Government of Burma when separated should be made; 

(2) to indicate-
(i) how their findings under the first Term of 

Reference should be applied to the position resulting 
from the provisions in the Government of India Bill 
(1935) for allocating to the Government of one country 
or the other the possession and control of certain 
property and for imposing certain legal liabilities on 
the revenues, of one country or the other; and 

(ii) so far as practicable the financial consequences 
of such application; and 

(3) to advise, in the light of the, findings under the First 
and Second Terms, as to the lines on, and the method by 
which a complete financial settlement may be achieved 
between the Governments of India and Burma in respect 
of assets and liabilities existing at the date of separation." 

2. a preliminary investigation of the problem was made in 1930 
by Sir Henry Howard, K.C.I.E.; C.S.I., and iMr, J, C. ;Nixon, 
C.I.E., whose Memorandum on the subject contains much valuable 
information and has been of the greatest assistance to us through­
out our investigation. The figures in this Memorandum relate to 
the 31st March, 1930. We have, however, been supplied, with 
revised figures relating to the 31st March, 1933, the latest date for 
which complete accounts are available, and it is the latter figures 
which we have in the main employed to illustrate the application 
of the principles which we recommend. In certain cases, where it 
has appeared that material changes in the nature or relative import­
ance of the items calling for consideration were possible or probable, 
we have found it necessary to examine in addition the estimates of 
later years. 
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. 3. The views of the Government of India have been placed before 
us by Mr. J. C. Nixon, C.I.E., and those of the Government of 
Burma by Sir Henry Howard, R.C.I.E., C.S.I., Sir Samuel 
Smyth, K.C.I.E., C.S.I., and Mr. T. Lister, C.I.E. In oodition 
to furnishing us with reasoned statements on behalf of their respec­
tive Governments, these gentlemen have supplied, at our request, 
much detailed statistical matter bearing on the question at issue, 
and we wish to express our appreciation of the ability with which 
they have presented and defended their cases and of the invaluable 
assistance which they have :rendered us in the discharge of our 
task. 

4. In addition to the facts and arguments laid before us by the 
representatives, we have carefully considered, inter aUa, the under­
mentioned documents :-

The Report of the Standing Finance Committee of the 
Indian Legislature, laid before the Legislative Assembly on 
18th March, 1932, and the debates thereon. 

The Report of the Finance Committee of the Burma 
Legislative Council and the Government of Burma's Memo­
randum thereon. 

5. We proceed to deal with the questions submitted to us under 
the several heoos of our terms of reference. . 

THE BASIS OF SETTLEMENT. 

6. Under the first head of our terms of reference we are asked to 
advise as to the basis on which a just financial settlement should 
be made between the Government of India. and the Government of 
Burma when separated. 

7. The principle advanced by the representatives of Burma is 
based on the theory that the present relation between India and 
Burma is that of an administrative partnership between two distinct 
governments. They envisage separation as the reverse of the 
process which would occur should two such governments ~utually 
agree to unite and replace their separate administrations by a single 
government common to both. In such a case, they urge, the 
expenses of that government, including such accrued liabilities as 
pensions, would be met out of the common revenue. Conversely, in 
the case of a united government divided into two portions, the 
separated portions should after division meet the outgoings appropri­
ate to the functions performed in their respective territories, includ­
ing pensionseamed by service in or in respect of those territories. 
They contemplate, in fact, the separation of two existing entities, 
hitherto joined in an administrative relationship, and their 
continuance as going concerns. 

8. The Government of India have not, either in the case laid 
before us by their representatives or elsewhere, committed them­
selves to any particular theoretical basis. The method they advocate 

:t9M3 A B 



6 
is, however, in practice this: they would assign to each Govern­
ment a share of liabilities corresppnding .to the Ce~tral assets of 
which, for geographica.l or other reasons, it assumes possession, 
and would divi4e. the balance of liabilitie.s rema~g in a prop or­
tion based on the combined :revenues, Central and Provincial, 
.collected in the. respective territories during some selected period 
prior to separation. . . 

9. Suggestions have been put forward from.time to time by both 
sides for the modification of the settlement in their favour on 
historical grounds. On the side of India it has been suggested that 
Burma should be responsible fox: the debt caused by the cost of the 
Burma Wars; that she was in the early years a deficit province; 
and that her railways for many years were operated at a loss. On 
the side of Burma it has been urged that taxation per head is much 
higher in Burma. th.a.n in India; that Burma has for years been 
contributing a sum to the Central Exchequer greatly in excess of 
Central expenditure in Burma; and that in spite of heavy taxation 
she is still the most undeveloped part in India. 

10. Mter careful consideration of these views we have arrived 
at the following conclusions. The existing Government of United 
India is not a partnership between two existing entities. It is 'a 
single government which at the date of separation will go out of 
existence, leaving behind it certain assets and liabilities. It is our 
task to advise as to the method by which these assets and liabilities 
should be valued at the date of separation and in what proportions 
the two new States which will be created by the act of separation 
should bear the burden of the excess of liabilities over assets. In 
assessing these proportions we do not think it right to enquire 
whether the terms of the past association have been mutually 
satisfactory, or whether either party will gain or lose by separation. 
It must, in our opinion, be assumed that all taxation up to the 
actual date of separation was imposed and all expenditure allocated 
by the common government in the common interest. 

11. The method we recommend, therefore, is that the whole of 
the assets and liabilities of the present Central Government of 
India should be valued on lines which we indicate hereafter; that 
the ascertained value of the assets should be deducted from that of 
the liabilities; and that responsibility. for the balance of liabilitie~ 
should be assigned to the two new countries in a proportion or ratio 
'to be determined by a general consideration of their relative financial 
and economic situation. The balance to be so divided should include 
the liability for pensions, whether in coUrse of payment at the date 
of separation or coming into payment thereafter as a result of 
Central service before separation. . We hold pensionary payments 
to represent, not an item of the. cost of current governmental 
activities, but the discharge of a liability incurred in the course of 
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past activities, and therefore correctly allocable in the same maimer 
and. in the same proportions as a debt outstanding at the date of 
separation. 

12. To thie general principle of division we propose that one 
exception should be made. We are advised that the Government 
of India and the present Government of Burma have agreed that 
Burma. shall, at all events at the outset; remain within the 
currency system of the Government of India. and continue to make 
use of the Reserve Bank of India. It has been further proposed 
that certain assets and liabilities arising out of, or connected. with, 
the working of. the currency system and the relations. between 
Government and the Reserve Bank shall not be distributed at once, 
but shall be held in common by the. two parties under a special 
arrangement as to the sharing of the resultant profits and losses. 
We are prepared, with certain reservations, which we state in a 
later portion of this Report, to accept this proposal. 

13. In the second head of our terms of reference . mention· is 
made of the fact that .in accordance with the .terms oIthe Bill now 
before Parliament existing physical assets, such as railways and 
publio buildings,' will be vested in the Government of the 
geographical area within which they are'situated, while the respon­
Jlibility for the discharge of the liabilities of the Central Government 
will likewise be allocated between the two· countries, the great 
bulk of this responsibility falling on continental India. '1'he debt 
for which the Government of Burma is liable to the Government 
of India will therefore be arrived at as the difference between the 
liability. which ·Burma should assume in accordance with the prin_ 
ciples stated above and that for which she will actually assume 
direct responsibility. 

THE VALUATION OF ASSETS AND LIABILITiES. 

14. We proceed to consider the various categories of assets and 
liabilities to be brought into the account. .. 

Our examination of. these could not, of necessity, be exhaustive. 
The latest published figures available to us. were those . for the 
31st March, 1933; and even in regard to these our knowledge on 
points of detail has inevitably been imperfect; Between the 31st 
March, 1933, and th/3 date of separation the actual list of assets 
a:(ld liabilities will change both in composition and in the amounts 
of the several items, and it is possible that new types will have 
~ome into being. In some cases we have had warning of the 
chapges and have been able to indicate how they should be dealt 
with; in others we can only advise that they should be dealt with 
in accordance with the general principles which we advocate, and 
which by way of illustration we have applied to the figures of 
~arch, 1933. We indicate at a later stage the machinery by means 
9f which we consider that the actual apportionment of the liability 
after the date of separation could appropriately be worked out. 

29543 A 4, 
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LIABILITIES. 

15. The bulk of the liabilities consists of interest-bearing obliga­
tions. We- proceed to consider in detail the various items in this 
category. 

(a) Permanent Debt. 

16. Under this head we include all debt so described in the 
Finance and Revenue Accounts of the Government of India with 
the exception of the liability· assumed in respect of British War 
Loan: that is to say, all loans, whether rupee or sterling, held by 
the public, with or without fixed dates of redemption, and all Rail­
way Annuities, but not Treasury Bills. 

17. It was proposed in the Howard-Nixon Memorandum that 
Permanent Debt should be assessed as a liability at the total nominal 
amount of its various items. This figure would, in any event, 
need amendment to allow for the interest accrued up to the date 
of separation; but even if corrected in this respect, the nominal 
amount of the debt is, in our opinion, an inaccurate measure of 
its true burden. The public debt now includes, and must almost 
inevitably include on the date of separation, loans differing widely in 
regard to rates of interest and dates of redemption. These range 
from irredeemable stock with a rate of interest as low as 2! per 
cent. to redeemable loans bearing interest at 41, 5 or 5l per cent. 
It is clear that the actual burdens represented by such loans may 
differ widely from their nominal amounts. The burden of a loan 
is measured not only by the sum payable on redemption, but also 
by the periodic interest payable during the intervening period; and 
in the extreme case of an irredeemable loan it is the latter factor 
alone which has significance. 

18. In our view, therefore, the liability attaching to all loans 
should be assessed with direct reference to the only relevant facts, 
namely, the sums payable, whether by way of principal, interest, 
or instalments of annuity, up to the date of repayment or termina­
tion. We recommend that these sums should severally be reduced, 
by the operation of discount at a uniform rate, to equivalent values 
at the date of separation, and that the total of these values should 
be taken to be the liability at that date. 

19. The application of this' method invoives the assumption~ 
ill certain cases, of the date of redemption of the loan; and iIlo 
all cases of the rate of interest at which future payments are to 
be discounted. The determination of the date of redemption should 
present little difficulty. It is a sufficiently correct assumption, 
where optional dates are available, to assume that redemption will 
take place at the earliest if the loan stands above par and at the 
latest if it stands below. With regard to the rate of interest, we 
consider that it should represent the average yield, over a period 
of two years preceding the date of separation, of the rupee and 
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sterling securities of the Government of India with an unexpired 
currency, reckoned up to the probable date of redemption, of 15 
years or more. This yield could conveniently be deduced in the 
first instance from the recorded prices on a fixed date in each month, 
and the result rounded to the nearest quarter of 1 per cent. The 
rate so determined can appropriately be employed in another con­
nection, namely, for the calculation of the interest to be paid 
by Burma on her obligation to the Government of India. 

20. Inasmuch as it may appear that 'the use of an estimated rate 
introduces an arbitrary element into the assessment of Burma's 
liability, it may be pointed out that a variation of the rate operates 
on the annual charge against Burma in two directions which are 
to some extent compensatory. An increase of the rate, for instance, 
diminishes the present value of the total liability and in con­
sequence the proportion of the net liability for which Burma is 
responsible; the net effect, therefore, is that she becomes liable 
for a. higher rate of interest on a smaller debt. Conversely, a 
reduction of the rate of interest used ·in the calculation increases 
the present value of the total liability and Burma consequently 
becomes responsible for a lower rate of interest on a larger debt. 
In an appendix to this Report we give estimates of her liability 
compiled to the best of our ability on the information available 
as to the figures of the 31st March, 1933, using for the valuation 
of the debt rates of 3t, 3! and 31 per cent. It will be seen that 
the interest charges differ in these three cases by comparatively 
insignificant amounts. 

(b) British War Loan. 
21. The liability assumed by the Indian Government for the 

service of a definite portion of the British War Loan differs from 
that attaching to Indian loans inasmuch as instalments of interest 
have, for the present, been discontinued in accordance with general 
arrangements for the suspension of war payments and the sums 
payable in future are, therefore, uncertain. We recommend that 
Burma should be directly responsible to the British Government 
for her appropriate share, in accordance with the ratio which we 
recommend hereafter, of any future payments of principal or 
interest. This recommendation need not, of course, preclude India 
from making the payment on behalf of Burma by mutual arrange­
ment. 

(c) Treasury Bills. 
22. Treasury Bills·should in our opinion be valued at issue price 

plus accrued discount to the date of separation. 

(d) Cash Certificates. 
23. Cash Certificates should be valued at issue price plus bonus 

accrued at the date of separation. 
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(e) Post Office Savings Bank Deposits. 
<I) Balances oj Family Pension Funds. 
(g) . Balances of Provident Funds. 
(h) Special Loans and Treaswry Notes. 
(i) Provincial Balances on which Interest is payable. 
(i) Sinking Funds jor Loans granted to local Bodies. 

24. We assume that the date of separation will coincide with the 
date to which, in the case of all the above items (e) to (i), interest 
is paid or added to the principal. If this assumption proves to be 
correct,. the nominal amounts of the liabilities may be accepted as 

. their value; otherwise interest accrued to date of separation should 
be added. . 

(k) Miscellaneous Liabilities. 
25. A list of miscellaneous liabilities. was given in Annexure C 

to the Howard-Nixon Memorand,um, and similar figures for the 
31st March, 1933, have been furnished by the Government of India. 
We have not been in a position to examine these lists in detail, 
and in any case a final pronouncement as to the correctness of the 
various items could only be made after the actual date of separa­
tion. We content ourselves, therefore, with stating that,. with 
certain exceptions specified below, the items appear to be properly 
included among the divisible liabilities. 

(l) Depreciation Reserves. 
26. The Railway depreciation and general reserves, the deprecia­

tion reserves for other commercial Departments, and for Central 
Presses, and the Army depreciation reserve, have been included as 
liabilities in the Howard-Nixon Report. These entries in the 
accounts do not, in our opinion, represent true liabilities, but are 
rather to be regarded as indicating the abatements from the book 
value of the corresponding assets to be made in assessing their 
value. We deal with them in connection with the assets. 

(m) The Militar.y Reserve. , 
27. The Military Reserve represents the amount by which actuali 

military expenditure since 1928-29 inclusive has fallen short of thei 
amounts provided in the Budget, and has been entered as a liabilit~.' 
under the arrangements for a "stabilised military budget, whereby 
savings in one year may be added to expenditure in subsequent: 
years. It has been suggested that this sum represents a liability of: 
the Central Government to the Military department, which Burmal 
should share; receiving in return such portion as may correspond;; 
to her actual military establishment. We are unable to accept this' 
view. The announced intentions of a Government with regard, tct 
one of its departments cannot, in our opinion,be held to create!:" 
divisible liability, and we recommend that the balance under thil 
head be ignored. . 
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(n) Road Development Fund. 

28. We agree with the recommendation of the representatives 
that any balance under this head should be omitted from the 
account. 

(0) Pensions. 
29. We have indicated above that we regard the payment of 

pensions as the discharge of a liability accrued at the date of 
separation, differing in no essential respect from the repayment of 
debt or of any other obligation, and that Burma should share this 
liability in the general ratio which we advise hereafter for the appor­
tionment of the net liability. Burma's obligation in this respect 
would no doubt be most accurately discharged by the periodic 
refund to India of the appropriate share of the actual pensionary 
pa~ents. This method of settlement, however, would in practice 
be intolera,bly cumbrous. Burma's liability extends not only to 
pensions actually in course of payment at the date of separation, 
but to pensions commencing after that d~te and earned in part by 
central service prior to separation. A running account between 
India and Burma, would therefore involve the division of the total 
pension bill in both 'countries into two portions, apportionable and 
non-apportionable. The former portion would ,include a varying 
fraction of the pensions granted after separation ~o central officers 
serving at the date of separation, and the adjustments would con­
tinue until the . disappearance of the charges in respect of the 
youngest officers then serving, a very long period. We recommend, 
therefore, that the liability of Burma should be ascertained as :1 

present value at the date of separation and 8idded to the debt due 
to the Government of India. We recognise that the V8iluation 'Of 
this liability may not be free from difficulty, and,' may involve at 
the outset a certain amount of labour and expense. We feel, 
however, that the objections to a running account of long duration 
are so strong that every effort should be made to overcome these 
difficulties, and we indicate, in dealing with the third, term of our 
reference, the means by which we think that this end may be 
achieved. 

, , 

30. It has been pointed out to us that, under a settlement made 
in 1921 between the Centre and th,e Provinces, there are charged 
against Ceritral Revenues certain pensions properly debitable to the 
various Provinces, and that these should more cfOlrrectly be ,shared, 
not in the general ratio applicable to Central liabilities, but in a 
ratio dependent on the extent to which the service they represent 
was rendered in Burma and in continental India respectively. We 
are of opinion that .the results, at this stage, of an attempt to 
adjust the incidence of these pensions would be negligible and 
would fail to justify the labour involved. We recommend, there­
fore, that all pensions recorded in the accounts as central at the 
date of separation should be included among the divisible liabilities. 



12 
31. It has been proposed by the representatives on both sides 

that the payments recorded under the head "Territorial and 
Political Pensions .. should be divided on the basis of the territory 
in respect of which they arise. Although this proposal may seem at 
first sight inconsistent with the general principle which we have 
advocated, we are nevertheless prepared to accept it. These pay­
ments are not for the most part pensions in the true sense, and are 
correctly treated as current expenditure rather than as the discharge 
of accrued liabilities. 

(p) Accrued Portions of Future Payments and Receipts. 
32. We have recommended above that in the case of interest on 

debt, Burma should be liable for a share of sums accrued but not 
payable until after the date of separation. It has been suggested 
to us that in other cases a similar adjustment should be made, 
Pay, for instance, is ordinarily disbursed on the first of the mpnth. 
and it has been claimed that Burma should bear a share of the 
amount accrued. Similarly, it has been suggested that receipts or 
refunds of revenue relating to the period before separation, but not 
actually paid or received until after that date, should be brought 
into the account of divisible assets and liabiliti,es. 

33. It is evident that any general scrutiny and apportionment of 
receipts and payments occurring after the date of separation would 
be impracticable. The normal practice of the Government of India 
is to record all revenue transactions as appertaining to the year in 
which the cash passes. We are of opinion that this practice should 
generally govern the incidence of transactions occurring after the 
date of separation. We have excepted the case of interest on debt 
both on account of its relative magnitude and because its true 
incidence is readily and accurately determinable. In other cases 
we are satisfied that the results attained would not justify the 

'labour involved or the occasions for friction which the attempt to 
allocate the transactions would offer. We would not, however, 
exclude the possibility of adjusting, in the final settlement, the 
incidence of any large payments or receipts which, for exceptional 
reasons and not as a consequence of the normal carry-over from 
year to year, are overdue at the date of separation. 

34. A claim somewhat akin to those discussed above has been 
advanced on behalf of the Government of India. It is contended 
that Burma should accept liability for a share of the cost of leave 
due to officers at tpe date of separation. Weare not satisfied as to 
the validity of this claim. The absence on leave of a proportion of 
the total strength is a normal incident of service, anticipated and 
duly taken into account when the numbers necessary to discharge 
the functions of government are determined. Its cost, therefore. 
may not unreasonably be regarded for practical purposes as an item 
of current cost rather than as the discharge of an· accrued liability, 
Other instances could be cited where a theoretical connection can 
be traced between expenditure incurred after separation and service 
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rendered before that date, or vice versa. We have no reason to 
suppose that an exploration of all possible claims of this nature 
would tell in favour of one party rather than of the other. In any 
case the results would not justify the labour involved~ We recom­
mend that all expenditure should, except where we have specially 
indicated the contrary, be held to relate to the period in which 
payment is made. 

ASSETS. 

35. We turn to the consideration of the various assets. 
36. The principal material asset of the Central Government of 

India is its railway system. With this may be grouped certain 
other so-called .. commercial" assets, that is to say, assets with a 
direct earning capacity, the capital cost of which, though in some 
cases met wholly or partly from revenue, has been shown in the 
accounts of the Government of India as an off-set to an equivalent 
portion of the public debt. 

37. The records in the accounts for the most part show the total 
sums expended on these assets. In the case of the Posts and 
Telegraphs Department the account shows, exceptionally, the. 
depreciated value of assets existing on 1st April, 1925, and the full 
value of all assets acquired thereafter. There are also shown in the 
accounts, in respect of all the principal commercial undertakings, 
depreciation or replacement reserves accumulated from sums set 
aside out of the income of past years. 

38. We have considered various methods by which the value to 
be attached to these commercial assets might be ascertained. The 
method of valuation on a commercial basis with reference to earning 
capacity we dismiss as not only impracticable but irrelevant. It is 
clear that many assets must have a value to the Government owning· 
them wholly unrelated to their earning power. There remain the 
alternatives of valuation on a replacement basis and valuation on a 
basis of cost. The former method, even if it could otherwise be 
justified, seems to us to involve practical difficulties which exclude 
it from consideration. We recommend, therefore, appraisement on 
a basis of cost subject to suitable allowance for depreciation or 
replacement. 

39. It has been represented to us that in many cases, notably 
in that of the railways, the depreciation reserves have been estab­
lished only for a small portion of the period elapsed since the assets 
were first acquired, and that had they been accumulated on com­
mercial accounting principles from the commencement they would 
amount to far greater sums. It is suggested therefore that, in 
order to arrive at the correct values of the assets, larger sums 
should be deducted from their cost than are shown in the deprecia­
tion accounts. We are unable, however, to accept this view. The 
assets are being handed over to the new Governments for continu­
ous use, and, in our view, no more is necessary, in order to raise 
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their value for practical purposes to the full original cost, than to 
hand over with them such sums as will be sufficient, together with 
the normal appropriation from the revenue of each year, to meet 
any demands for' replacement which can reasonably be foreseen. 
In practice the handing over would be effected by a corresponding 
reduction of the value assigned to the asset for the purpose of the­
settlement. We are satisfied that in the case of all the principal 
assets of the type under consideration, the sums which, assuming 
the present scale to be maintained, will have been set aside by the 
date of separation will be sufficient for the purpose indicated. We 
recommend, therefore, that, subject to certain adjustments men­
tioned below, the assets should be assigned the values recorded in 
the accounts at the date of separation less the sums then standing 
to the credit of the appropriate depreciation or replacement reserves. 

(a) Railways. 

40. The recorded cost of the railways on 31st March, 1933, was 
7,97'11 crores, of which 40'36 crores had been met from capital 
raised by companies still working as such or by Indian States, 
leaving the cost met from the funds of the Central Government at 
7,56'75 crores. The balance then at the credit of the depreciation 
account was 26'54 crores. There was also a balance of '47 crores 
at the credit of a. general reserve account accumulated from past 
earnings, represented by inve~tments in the shares of company­
owned lines. Of the balance at the credit of the depreciation 
reserve 14'48 crores had been appropriated to meet the loss on the 
working of the railways in 1931-32 and 1932-33. It is estimated 
that by 31st March, 1936, the total accumulations in the deprecia­
tion reserve will have reached 41l crores and the amount 

. appropriated out of this to meet losses 28l crores. 

4!. We regard as irrelevant the fact that past losses have been 
set against the balance of the depreciation reserve. Our task is to 
assign a value to the railways, and for this purpose we consider 
that the proper deduction from the cost is the amount set aside for 
depreciation. The fact that losses have occurred in recent years 
obviously neither lessens the need for future replacements nor 
increases the value of the railways. 

42. In two respects the recorded cost of railways differs from the 
actual cost. The purchase of certain railways was effected by means 
of the issue of annuities or stock, and the nominal capital has been 
written down, by the gradual reduction of the capital represented by 
the annuities or by sinking fund payments, by the sum of 
291 millions, equivalent at the rates of exchange appropriate to the 
dates of purchase to 39'89 crores. The representatives of Burma 
claim that this sum, which does not represent any reduction in the 
real value of the railways in question, should be restored to the cost 
for the purposes of the division. We accept their view. 
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43. On the other hand, in certain cases cash sums payable OD 

the purchase of lines have. been discharged by. the issue of India 
stock, and the nominal amount of such stock has been recorded as 
part of the cost, which has by this means been increased by the 
sum of £1,400,906. We consider that the cash figures should be 
adopted throughout. 

44. The investment held on account of the Railway Reserve 
should be treated as an asset and added to the value of the railways. 
No real liability attaches to this reserve. 

45. The value which we would assign to railways on the figures 
of 31st March, ,1933, is, therefore, as follows :-

• 

Cost met from Government funds as recorded 
Add: Amounts written off 

Deduct: Excess of stock nominal values 
over cash {say) 

Adjusted cost of Railways . 
Add: Investment in the General Reserve __ _ 

Deduct: Accumulations of Depreciation 
Reserve 

Net value 

(b) OtheT CommeTcial Assets. 

Rs. CTOTes. 
7,56-75 

39-89 

7,96-64 

1-95 

7,94-69 
" ·41 

'l,95'16 

26·54 

7,68-62 

46. The remaining commercial assets may be valued on. the 
method indicated above on the basis of the amounts recorded under 
the appropriate heads in the accounts. 

(c) New Delhi. 

(d) Land pUTchased lOT the use of the MilitaTY DepaTtment undeT 
the Bombay Land Scheme. , " 

47. These items are, properly treated as divisible assets, and the 
value may be ,taken at- the cost as recorded in the appropriate 
statements in the Finance and Revenue Accounts (Nos. 67 ancL 
74 E of the accounts for 1932-33). 

(e) .. Dead" Assets. 

48. The term .. dead" assets has been applied to a largE!­
number of miscellaneous assets the cost of which has been met from 
revenue, and no account of which is to be found in the published' 
accounts of the Government of India. These assets include military 
buildings and stores; civil buildings and the High Commissioner's 
premises in London .. A list·, admittedly imperfect, bas been supplied 
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to us by the representative of the Government of India; according 
to which the total value is about 91 crores, the value of the portion 
located in Burma being about 31; crores. We see no reason for 
excluding these assets from the division in so far as their cost can 
reasonably be ascertained; and we 'recommend that an attempt be 
made, under, the instructions of the body responsible for drawing 
up the final account after the date of separation, to make such 
estimate of their value, on the basis of cost, as is possible from 
the departmental records of all substantial civil and military 
properties in India and Burma, subject, however, to the proviso 
that where the information is not readily available no investigation 
should be made of the records of a period earlier than the last 
50 years. 

(j) The India Office. 
49. Inasmuch as, under the Government of India Bill, it is pro­

posed that the India Office shall vest in His Majesty for the 
purposes of His Government in the United Kingdom, to be used in 
connection with the discharge of the functions of the Crown in 
relation to both India and Burma, no apportionment of the value 
is necessary. 

(g) Advances to Provinces. 

(h) Other·Interest-bearing Advances. 

(i) Investments of Cash Balances. 

(1) Investments of Sinking Funds. 

(k) Silver. Redemption Reserve. 
50. As in the case of interest-bearing liabilities, accrued interest 

should be added to the nominal value of these assets in assessing 
their value. The item Silver Redemption Reserve does not appear 
in the accounts for 1933, the figures of which we have used for 
illustrative purposes. 

(l) Cash and Miscellaneous Assets. 
51. A list of these is given in Annexure C to the Howard-Nixon 

Memorandum. As in the parallel case of the miscellaneous 
liabilities, we are unable to do more than state that the items 
appear to be properly included among the divisible assets. 

THE RATIO. 

52. Having indicated the methods which we think it right to 
adopt for the purpose of arriving at the total of assets and liabilities, 
we have now to determine the ratio in which the balance of 
liabilities should be divided between India and Burma. 

53. We d~ not believe that it is possible to formulate any 
theoretical principle, or to select any single criterion or set of 
criteria, by means of which the relative contributions to be levied. 
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from the two communities for the discharge of a common obliga.-­
tion can be precisely determined. The only course open to us has 
been to examine all the circumstances which seem relevant to the 
enquiry, and in the light of that examination to make an approxi­
mate estimate of the contributions which can justly be required. 

54. For the purposes of this enquiry the natural starting point 
is furnished by the actual existing contributions for common pur­
poses, in other words by the respective contributions of India and 
Burma to the Central revenues of the present undivided Govern­
ment. 

55. It has been suggested to us on behalf of the Government of 
India that the ratio we are seekiDg should be based on the revenues 
raised for all purposes, Provincial as well as Central. The grounds 
advanced are, firstly, that the existing division between Central 
and Provincial functions is a domestic one subject to amendment 
or revocation; secondly, that the existing obligations are, in the last 
resort, secured on all revenues, Central and Provincial; and thirdly, 
that the combined revenues afford a broader and more equitable 
basis for the determination of relative capacity to pay than is 
afforded by Central revenues alone. We feel, however, that in 
practice our main guide must be the actual administrative and 
financial organisation of the Indian Empire, which is one under 
which Central obligations are met from Central revenues alone 
and Provincial revenues are assigned to meet Provincial needs. We 
do not, moreovler, consider that we could take cognisance of 
P,rovincial revenues for this purpose without bringing into the 
account Provincial assets and liabilities. 

56. We are entitled to assume that in framing its revenue system 
in the past the Government of India has been concerned, so far as 
administrative considerations allowed, to make it generally equit­
able, both as between individuals and as between wider areas, in 
respect alike of burdens imposed and of benefits conferred. That 
does not, however, preclude us from taking into consideration other 
factors which in our opinion are relevant to a. fair apportionment 
of existing liabilities 'as between the two areas concerned. Nor 
should it be taken as any reflection upon the administrative or 
economic policy of the Government of India. if, for our purposes, 
we subject the prima facie ratio of direct revenue contributions to 
certain adjustments which those factors appear to us to require. 

57. In this connection it will not be out of place to quote the 
Government of India's own description of the character of its 
Central revenues already quoted by the Indian Statutory Commis­
sion, Vol. I, page 345 :-

" To meet its own expenditure the Government of India 
retains in the first place the entire profits of the commercial 
departments, and secondly all the revenues whose locale is no 
guide to its true incidence, such as the net receipts of Customs, 
Salt and Opium." 
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58. It was in consequence of a. similar uncertainty as to true 

origin that the authors of the Howard-Nixon Memorandum agreed 
to exclude from their survey of revenues all figures relating to 
Income Tax, and to consider only the rec~ipts arising from Customs. 
Salt, Opium, Tributes and Railways. We recognise the grave 
difficulties a~taching to any' attempt 110 assign a local origin to 
Income ~ax receipts. At the same time we feel that if this item 
is excluded from the calculation, a factor is omitted which might 
seriously prejudice the result. We have, therefore, for the purposes 
of our investigation, adjusted the recorded figures of Income Tax 
to the best of our ability in regard to certain large undistributed 
items and have made use of the amended totals. With regard to 
the other heads we accept the view of the Government of India that 
Opium receipts are no longer a relevant factor, and we have 
excludedreceipts.from Railways both on account oftheir uncertainty 
and because they· do not represent contributions by the inha.bitants 
of the respective areas in their capacity as taxpayers. Our computa­
tions of the direct revenue contributions are, therefore, based on 
receipts from Customs, Salt, Tributes and Income Tax as readjusted_ 

59. In the case of Customs duties it is obvious that the true 
economic incidence of a duty falls, not upon the area. in which the 
duty is collected, but upon that in which the article is ultimately 
sold. Where the tariff is protective that incidence further includes. 
not only that element in the price of imported goods which repre­
sents the duty at the port of entry, but also that element in the 
price of competing home products which is maintained by the du~. 
and which, under a strictly revenue tariff system, would have been 
subject either to import duty or to excise. Owing to her geographical 
isolation and remoteness from the main centres of Indian industry~ 
the protective effect of the Indian tariff has been very much less 
marked in Burma. than in continental India, and it has, in fact, 
operated mainly as a high revenue tariff. In other words, the visible 
revenue element in Burma's contribution to the maintenance of 
Indian fiscal policy has been disproportionately high. This does 
not mean that Burma, as a part of the existing Indian Empire, has 
been Unfairly mulcted in order to support a protective system. But 
it does mean tha.t it would not be fair to Burma to take the customs 
revenue actually collected in Burma into our calculation without 
some adjustment to correct the peculiar effects of her geographical 
situation. 

60. We have not considered it necessary, or indeed possible, to 
attempt anything in the nature of an exhaustive calculation in 
order to arrive at an accurate estimate of the ratio of Burma's 
contribution as so readjusted. An indication, however, of the 
character and extent of the readjustment involved is furnished bV 
taking the figures relatmg to four of the most important items iD 
the customs list, viz. cotton piece-goods, white sugar, steel, and 
kerosene, and weighting them on the hypothesis that the domestic 



19 
I 

product had been subject to an equivalent" excise, but making 
allowance for duties paid on imported materials such as dyestuffs 
and machinery. On this basis it would appear that. Burma's real 
contribution for the years 1928-29 to 1931-3~ has been, about 8 per 
cent. of the total central revenues of the Indian Empire, as com­
pared with a figure of 9t per cent. suggested by the figures of actual 
revenue locally collected. ' , 

61. An entirely different angle of approach to the problem w:ould 
be to base the ratio of contribution upon relative national wealth 
or income. It has been urged on behalf of India that the standard 
of living and income is definitely higher in Burma than in India. 
The representatives of Burma, while admitting this, have adduced 
figures to show that the difference is not nearly so great as the 
revenue returns would appear to indicate, and that a ra.tio for 
Burma based on national incOme would be substantially lower than 
that deduced either from the existing or from the adjusted revenue 
contribution. 

62. We have investigated in some detail those figures of income 
and consumption which appeared to us relevant to this aspect of 
the problem. We have examined in the light of figures placed 
before us by the representatives the average income of the agricul­
tural worker and the average income assessed to tax, and have 
estimated the consumption of such staple commodities as cotton 
piece-goods, sugar and kerosene. We have also considered certain 
Provincial heads of revenue which might be regarded as affording 
an index of general prosperity or spending power. We recognise 
that none of these lines of approach can afford a precise index of 
taxable capacity. For what they are worth they would seem to 
indicate that the average money income in Burma is about 20 per 
cent. higher than in continental India, which, statistically, and 
allowing for population, would suggest a ratio in the neighbourhood 
of 6! per cent. But the yield of taxation normally and appropriately 
rises more rapidly than the income. Moreover the greater mineral 
and forest wealth of Burma, and the existence there of a higher 
proportion of non-indigenous interests liable to taxation, suggest a 
somewhat higher revenue-producing capacity. We feel justified, 
however, in concluding as a result of our investigations in this field 
that Burma's true capacity to pay is somewhat lower than would 
appear from the revenue returns even after the adjustments indicated 
above. 

63. Another general and even less accurately ponderable con­
sideration advanced on behalf o£Burma in favour of a lower ratio 
than that indicated by revenue contribution refers to the geographi­
cal distribution of the benefits conferred by Government expenditure 
and Government policy. It has been argued that the fact that the 
overwhelming bulk of the military expenditure, amounting to 
nearly 50 per cent. of the pet Central revenue from taxation, is 
disbursed, by way of pay, pensions, rations, equipment or transport, 
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in India, constitutes a substantial benefit in which Burma has very 
little share~ Similarly it has been suggested that., up to the presen~ 
at any rate, ~he direct benefits of the Indian protective system 
have inured alni.ost wholly to manufacturers and workmen in India. 

64. We do, not propose to assign any precise weight to these 
different alternative arguments for a ratio of contribution below that 
of the actual revenue contribution of recent years. But our study 
of all the various aspects of the question and of the arguments and 
figures presented to us has led us to the conclusion that, for our 
particular purpose of arriving at a just financial settlement, the 
proper ratio in which Burma should contribute in respect of the 
liabilities outstanding at the date of separation (subject to certain 
qualifications in connection with currency) should be 7·5 per cent. 

CURRENCY. 

65. We have referred in an earlier paragraph of this Report to 
an agreement arrived at between the Government of India and 
the present Government of Burma for the continuance of Burma 
within the Indian currency system, and to the special arrange­
ments proposed, in consequence; for the apportionment of certain 
assets and liabilities connected with or arising out of the working 
of the currency system. We proceed to deal with this question 
in greater detail. It will be desirable at the outset to recapitulate 
briefly the nature of the agreement between the two Governments. 

66. The main provisions of this agreement are as follows:­
The Reserve Bank of India will manage the currency and carry 

on the business of banking in Burma. 
The bank will issue distinctive notes which will be legal tender 

in Burma but not in India, and Indian notes will cease to be legal 
tender in Burma after a reasonable interval. 

The Government of Burma will have the right after due notice of 
issuing distinctive Burman coins. ShoulCL they exercise this right 
Indian coins in Burma will be retired through the Government of 
Burma, which will not be entitled to receive in return the equivalent 
of the nominal value, but must dispose of them by one or other of 
the following methods :-

(a) It may deliver them to the Government of India against 
payment of the bullion value plus the cost of minting an 
equivalent amount of new coinage; 

(b) It may arrange with the Government of India to recoin 
them with Burman designs and such recoinage will be free of 
charge unless the number and composition of the coins alter 
materially; 

(c) It may itself, subject to certain restrictions, dispose of 
the silver content of rupees which it does not desire to have 
recoined. . 
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The agreement is to be terminable on two years' notice by either 

side, with a minimum period of three years from the date of 
separation. On termination of the agreement the Government of 
Burma will be free to sever its connection with the Reserve Bank 
and to make such arrangements as it thinks fit for the management 
of currency and the control of credit. It will become liable for the 
note issue outstanding in Burma and will receive a corresponding 
share of the assets of the Issue Department of the Reserve Bank. 

67. Our terms of reference do not authorise us, nor do we wish, 
to offer any criticism of this agreement. Certain consequential 
suggestions have, however, been made which in our opinion fall 
within the scope of our· enquiry. These suggestions relate to the 
division of assets and liabilities accrued at the date of separation as 
the result of past operations in the sphere of currency and exchange 
and to future profits arising in the same connection. In order to 
state clearly the points, settlement of which is called for, it will be 
necessary to set out in some detail the nature of the various items 
calling for consideration. 

68. The Government of India has in the past drawn large profits 
from coinage, note issue, and remittance operations. Many of these 
profits are not now readily identifiable, notably the large sums 
credited from time to time to Revenue; others are represented by 
concrete assets like the Gold, Standard Reserve, while yet a third 
category is represented by reductions of the public debt of ascertain­
able amount. Certain losses incurred in the same connection can 
similarly be identified with definite increases in the debt. 

69. On the establishment of the Reserve Bank, which it is 
anticipated will take place on the 1st April, 1935, the Government 
of India will, under the provisions of the Reserve Bank Act, transfer 
to the Bank the responsibility for the outstanding issue of currency 
notes, and will hand over an equivalent amount of gold, sterling 
securities, rupee securities, and silver coin. On the latest informa­
tion we have been able to obtain, we may perhaps assume that the 
note issue on the 1st April next will be in the neighbourhood of 
187 crores, and that the cover to be handed over to the Bank will 
be made up as follows :-

Gold and sterling securities 
Silver 
Rupee securities 

Crores. 
93l 
50 
43l 

187 

70. It may also be. assumed that the reserves held by the 
Government of India against currency and exchange liabilities will 
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exceed the total of the note issue by 53l crores, and that they wi! 
be made up as follows on tlfe 1st April :-

Gold and sterling securities 
Silver 
Rupee securities ... 

OroTes. 
113 
93l 
34 

240k 

71. In order, therefore, to provide the cover required by the Bank 
in the form indicated above, it will be necessary for the Governmenl 
of India to issue rupee securities to the value of 9t crores. Therl 
will remain an excess in the total reserves, beyond the amounl 
required to cover the note issue, of 62~ crores, made up to al 
follows :-

Sterling securities ... 
Silver 

OrOTes. 
19l 
431 

Of the sterling securities it is proposed that 10 crores should bE 
set aside as a special fund to meet the obligations of the Govern· 
ment of India in respect of rupees returning from circulation, to bl 
known as the Silver Redemption Thlserve. The remainder will bE 
available for the general purposes of the Government of India. 

72. Under section 46 of the Reserve Bank Act the Governmenl 
of India is required to hand over to the Bank. rupee securities t( 
the value of -5 crores, in order to provide a reserve. These securitie! 
form an identifiable portion of the public debt arising out of thE 
establishment of the Bank. 

73. To complete the analysis of the situation arising on thE 
establishment of the Reserve Bank, it is necessary to add a figurE 
representing additions to or reductions of the net liability of the 
Government of India arising out of past currency or coinage opera· 
tions, other than those included in the items enumerated above. 
As has been said above, this figure is very difficult to assess. Certam 
items entering into it can be fairly readily identified, as for instance 
the losses on sales of silver and securities from the Paper Currency 
Reserve, and the gains or losses arising from the revaluation of 
sterling securities consequent pn the changes in the parity of the 
rupee made in 1920 and 1927. There are, however, many otheI 
items less readily distinguishable and perhaps less obviously 
appropriate for inclusion, and an exhaustive enquiry might result 
in a list of great length, but of doubtful validity. In view of OUI 
recommendations below it is unnecessary for us to attempt the 
task of discriminating between these various items. 

74. After the establishment of the' Reserve Bank the Govern­
ment of India will be liable, under section 36 of the Reserve Bank 
Act, to purchase from the Bank any silver in its issue department 
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in excess of 50 crores, ahd must, on the other hand, issue to the ~ 
Bank coined silver at full nominal prioe to the amount ~y which the 
silver in the issue department falls short of 50 crores; subject 
normally in each case to a limit of 5 crores in anyone year. There 
will thus be periodical profits or losses both before and after separa­
tion. The Government of India has in addition a right to a share, 
calculated. in accordance with rules laid down in the Act, of the 
profits of the Bank. 

75. The Government of India is precluded by section 38 uf the 
Act from issuing rupee coin otherwise than to the Bank in the 
manner described in the last section. The silver lapsing to Govern­
ment as stated in· paragraph 71, and there assessed at its nominal 
value in coined rupees, can thus in fact only be realised either by 
issue to the Bank or by sale as bullion in the market. 

76. It is proposed by the two Governments in agreement that 
not only future receipts and payments of the nature indicated in 
the immediately preceding paragraphs, but also assets and liabilities 
existing at the date of separation of the types indicated in para­
graphs 71 to 73, shall be excluded from the general scheme of 
adjustment, and apportioned between the two countries in a special 
ratio to be determined from the note issue. After the initial period 
it is proposed that the ratio a.pplicable to any year shall be that 
borne by the average circulation of Burman notes to the tota) 
average circulation in Burma and India combined. For the division 
of the initial assets and liabilities, and for the division ·of annual 
profits and losses during the first three years, it is proposed. to­
employ the ratio deduced from the figures of the third year; a 
provisional allocation subject to adjustment being made in the, 
interim period. Burma will have the right, if it appears that Indian 
notes are, by the end. of three years, circulating in Burma to any 
appreciable extent, to require the extension of this .period. The 
special note ratio would apply not only to the ordinary profits of 
the Bank, but to any special profits realised as the result of the 
revaluation of its gold holdings. In the event of Burma deciding 
to sever completely her connection with the Indian currency system 
she would be entitled to a' share, calculated on the note ra.tio­
applicable at the time, of. the surplus assets which would accrue to 
the Government of India in the event of the Reserve Bank being 
liquidated under section 57 of the Reserve Bank Act. . 

77. It will be observed that under the above proposals the stock 
of silver taken over by the Government of India on the establish­
ment of the Reserve Bank· would not be valued and brought into­
the account of liabilities and assets, but would be held as a common 
asset and distributed only as and when realised: In the event, how­
ever, of Burma ~eciiling to supersede the rupee with a coin of her 
own, it is proposed that she should at once receive her du~ propor­
tion, based on the note issue, of such of this silver as remaInS; and 
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she would have no further interest in transactions between the 
Bank and the Government of India under section 36 of the Reserve 
Bank Act. . -

78. So far as the above proposals relate to profits and losses 
accruing after the date of separation, we have no criticism to offer. 
The two Governments are, under their agreement, continuing as 
a partnership the common interest in currency and coinage which 
they formerly had as a unitary Government, and the proposals for 
the definition of their respective shares seem reasonable. With 
regard, however, to the assets other than silver, and to liabilities 
arising out of past currency working and existing on the date of 
separation, we see objections, both theoretical and practical, to 
the proposals. Of the latter nature is the fact that they will involve 
a delay in the final settlement of at least three years, and that the 
determination of the items to be included in this special settlement 
is difficult and must be, to a great extent, arbitrary. As a matter 
of principle, on the other hand, we see no distinction between assets 
or liabilities which have arisen from currency operations and those 
which l!ave arisen from any other cause. Even in what is perhaps 
the most striking case, the debt raised to provide the Bank with a 
reserve, it is nevertheless true that this debt is charged on the 
revenues of united Indo-Burma in the same manner as any other 
debt, and there wo~ld seem to be no good reason for its exclusion 
from the general body of liabilities. On grounds, therefore, both 
of principle and of expediency, we recommend that all debt out­
standing on the date of separation, and all securities or cash held 
as a result of currency working, but not the store of metallic silver, 
should be included in the common account and divided on the 
principles we have recommended in the earlier portions of this 
Report. 

79. It is necessary to add a recommendation on one point of 
detail. The joint proposal of the two Governments provides that in 
the event of the Government of Burma leaving the Indian currency 
system she shall have the option of returning currency to the 
amount of the Treasury balances held in Burma at the date of 
separation and cancelling an equivalent amount of her debt to 
India. We see no justification in theory for this proposal, and 
possible objections in practice. We recommend, therefore, that no 
exception be made in this respect to the general arrangement for 
the redemption of Indian currency. 

FORM OF INDEBTEDNESS. 

80. We have above explained the broad principles on which we 
advise that the liability of Burma. to India should be ascertained, 
and have indicated, in such detail as is at this stage possible, the 
methods by which we consider that these principles should be 
applied. It will be observed that the process envisaged necessarily 
involves the expression of all the items entering into the account iIi 
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terms of a comIl).on currency. It has been represented to us that, 
although Burma's liability must for this reason be calculated in the 
first instance in rupees, some portion of that liability should, 
nevertheless, be repayable in sterling. This does not necessarily 
imply that the actual payments by Burma to India would be made 
otherwise than in rupees. The suggestion is rather that if the value 
of the rupee varies in terms of sterling, the outstanding indebtedness 
of Burma would be correspondingly increased or diminished. 

81. We have given reasons for holding that in the case of one 
particular liability, the obligation undertaken in respect of British 
War Loan, Burma should be directly responsible for her share of 
the actual sterling payments. With regard to the remainder of ·her 
liability, however, we are of opinion that any attempt to express a 
portion in sterling is inadvisable. The liability of Burma to India 
has no specific relation to the various items of India's outstanding 
debt, and it is not possible, therefore, to formulate with confidence 
any principles on which the amount of the sterling liability could 
be determined. In these circumstances we see no reason for depart­
ing from the natural arrangement under which inter-Governmenta,l 
debts are expressed in the currency of the creditor country. We 
recommend, therefore; that Burma's obligation to India should be 
wholly expressed in rupees and should not be subject to revision in 
the event of any change in the exchange parity after the date of 
separation. 

METIiOD OF PAYMENT. 

82. We have recommended above that the main body of liabilities 
should be valued at a rate of interest to be ascertained at the date 
of separation, and have stated that this rate could properly be used 
for the calculation of the interest to be paid by Burma, on her debt 
to India. We have next to consider the method by which Burma, 
should. discharge this debt. It has been represented to us that 
inter-Governmental debts are a fruitful source of ill-feeling and 
that it is desirable that provision should be made not only for the 
payment of interest, but for the ultimate repayment of the capi~al. 
Various proposals have been put forward as to the period and 
method of repayment. The Government of India consider that 
repayment should be complete within 30 years from separation, 
but have formulated no definite scheme for the determination of 
the periodic amounts to be refunded. The Government of Burma 
contemplate repayment by means. of a level annuity calculated to 
redeem principal and interest in 60 years. They support their 
advocacy of this period by its general accordance with the average 
of the periods assumed in Sir Basil Blackett's debt redemption 
scheme of 1924 as appropriate for the redemption from revenue of 
the various types of debt.W e do not regard this argument as 
relevant. Although Burma might think it desirable as a measure 
of sound finance to meet all repayment of the debt from revenue, 
it is not necessary to assume that the requisite funds will bl;' 
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raised in this way. On the other hand we consider that in all the 
<:ircumstances the period assigned by the Government of India is 
too short.· W ~ recommend that repayment should be made by 
means of an annuity due in half-yearly instalments, and sufficient 
to repay the whole capital, with interest at the rate employed for 
ihe valuation of the debt, by the end of 45 years, the first instal­
'merit to be ,payable six months after separation: 

83. We would, however, exclude from the operation of the above 
recommendation one item of the debt. We have recommended 
.that the. liability in respect of pensions should, if possible, be 
,.capitalised .. IThere will, however, be a charge coming'into course 
of payment after separation for pensions of staff transferred to 
13urma. the groWth of ,which would in the. normal course be an 
,Offset to the decrease in the. charge for pensions previously in issue. 
There. are practical advantages in preserving this compensatory 
M:tion, which has .the effect of keeping the total charge for pensions 
'approximately constant. This may be to some extent achieved if 
,the liability to India is,discharged by an annual payment, decreasing 
by level decrements over a period of, say, 20 years, and we advise 
'that this course should be followed . 

. The above recommendation' applies solely to the liability for 
,pensions in course .of payment at the date of separation. The 
liability for part-earned pensions, the actual payments in, respect 
to which will not commence until after separation, and will extend 
over a long period, may appropriately be added to the general debt. 
and included in the general annuity. 

. 84. We have· considered whether, with a view to shortening the 
period dUring which Burma will remain under an obligation to 
bdia, she should have the option of redeeming her debt, ,or any 
portion of it, in advance of the date of termination of the an~uity. 
We prefer to leave both countries entirely free ~t any time to settle 
by negotiation the terms on which they are willing, on the one 
himd to pay, and on the other to receive, sums in redemption of 
th~' outstanding instalments of the annuity, or of any po~i<!n 
thereot ' . , 

MISCELLANEOUS. 

85: The question has been raised whether certain annual pay­
ments and receipts cop.nected with defence should be apportioned. 
between India and Burma. These are on the one hand the contri­
bution m~e from British revenues tow~ds. the cost of India's 
defence .expenditur~, aI),d on tIle other the annual payment made by 
India towards the ~ost of the British N:avy. It appears to us that 
these payment,s, which are not in the nature of fixed .or legal 
obligations, cannot, be treated .as assets or liabilities at the date .of 
separation. The problem of the defence of Burma as a separate 
State iri the Biit~sh 'Empire will no doubt involve consideration of 
the share she should properly take in the common defence. . . 
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86. Inasmuch as the apportionment of reparation receipts between 

the various constituents of the Empire has been based on the 
pensionllol"Y liabilities incurred in consequence of the War, and we 
have recommended that Burma should bear 7l per cent. of India's 
liabilities in this respect, it follows that any sums received in 
future on account of reparation should be divided in the same 
proportion. 

THE FINAL SE'l"lUlMENT. 

87. As we have ·stated above in connection with the valuation of 
assets and liabilities, our investigation has necessarily had regard 
to general principles rather than to particular instances. Thefigures 
appertaining to the actual date of separation canD.ot be .known, at 
the earliest, for a period of nearly two years, and it will then be 
necessary to set up some machinery for the translation of our . 
general reCommendations into eoncrete figures. Under the third 
of our terms of reference we are asked to advise as to the nature 
of this machinery. It will be useful, as a preliminary to the state­
.ment of our views on this question, to setout the various tasks 
which will confront. an individual or body of individuals charged 
with the duty of drawing up the actual settlement. 

88. It will be necessary for such a; ·body to .aTaw up a list· of all 
the assets and liabilities of the present Government Qf United India. 
as they stand at the date of separation and to assign a value to each. 
For this· purpose it will doubtless rely in the main on the audited 
accounts of the Government of Inrua. We· have endeavoured to 
indicate, wherever doubt might arise, the manner in which these 
figures should be utilised to arrive at Ii. valuation, and we do not 
anticipate that any question will arise as ·to the validity of· the 
actual figures. Iri certain respects, however, our recommendations 
involve· the framing of estimates or the ·determination of essential 
factors in regard to which the accounts offer no assistance, and the 
necessity for independent jildgmentwill therefore arise. The main 
questions which ·must remain incapable· of ··purely consequential 
determination are as follows:- ... 

The det~rmination.~f the;rateofinterl'l~t to be used for th~ 
valuation of debt.· . 

. The assessmimtof the capital value to be assigned to divisible 
.pensions, both earned and part .earned. 

The appraisement of the value of dead assets both in . 
.. continental· India and in .:Burma . 

. There is, .in addition, the possibility that, as instanced :iIi para,.. 
graph 33, questions may arise which we have been unable to 
foresee ·and the. application to which of the principles we have 
recommended is not immediately evident. . 

.. e9. It hasb~en proposed to uS by the representatives,. wi~h tJ;te 
approval of their respective Governments, that the applicatlon m 
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detail of our award might appropriately be entrusted -to a Com­
mittee of three, of whom two would be members of the Indian and 
Burman servic,es appointed by the respective Governments, with a 
chairman nominated by the Secretary of State. It is contemplated 
that where the nominees of the two Governments were in agree­
ment, their decisions would stand and that the functions of the 
chairman would be mainly those of an umpire. 

90. We are of opinion that the above procedure should provide a' 
suitable machinery for the settlement of the problems that will 
arise, and we accordingly recommend its adoption. We proceed to 
consider in more detail the methods which we consider that the 
Committee, referred to hereafter as the Application Committee, 
might suitably adopt in relation to the points of difficulty 
enumerated above. 

91. With regard to the rate of interest, we have advised (para­
graph 19) a method of determination which will afford little scope 
for divergence. The Application Committee, who will doubtless 
have placed at their disposal the services of the Secretary of State's­
expert advisers, should have no difficulty in reaching a decision as 
to the precise figure. The rate so determined should apply, not 
only to the valuation of debt, but to the capitalisation of pensions 
and to the calculation of the periodic payments to be mwe by 
Burma to India. -

92. The assessment of the capital value of pensions is a task 
demanding specialised technical knowledge which can be performed 
only by a qualified actuary . We recommend that an actuary should 
be appointed to carry out the work. As we are advised that a con­
siderable portion of his preliminary investigations could be made 
in advance of the actual date of separation, it is clearly desirable 
that he should be selected at an early date. We consider it advis­
able that he should be formally appointed by, and should report to, 
the Application Committee, and for this among other reasons the 
Committee should be constituted in the near future. The actuary 
appointed by the Committee would in the early stages of his 
investigation rely on the wvice and assistance of the two Govern­
ments, supplied to him through the medium or under the instruc­
.tions of their respective nominees. His report when finally 
submitted, after consideration of such advice, should be final. 

We do not intend, in making the above recommendation, to 
'preclude the Committee from making use of the services of separate 
actuaries to deal with specific portions of the total pension obliga­
tions if, for special reasons, they consider such a course desirable. 

93. We have stated above our view that an attempt should be 
made, under the supervision of the Application Committee, to 
assign a value to the" dead" assets. The precise means by which 
this task can be carried out can best be settled by the Committee 
itself, and we do not feel it incumbent upon us to offer any detailed 
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suggestion. We would, however, draw attention to the desirability 
of setting in motion at an early date such machinery as the investi­
gation may require. 

94. In conclusion we wish to express our indebtedness to Mr. 
Sidney'l'urner, C.B.E., for his services as . Secretary. His 
knowledge and ability have been of very great assistance to us. 

SIDNEY TURNER, 

Secretary. 

15th March, 1935'. 

APPENDIX. 

, 
L. S. AMERY. 

S. A. T. ROWLATT. 

W. F. NICHOLSON. 

ESTIMATES OJ!' BURMA'S LIABILIn TO THB GOVERNMENT OJ!' INDIA ,APTER 
SEPARATION ON VARIOUS ASSUMPTIONS AS TO THl!I RATE OJ!' INTEREST TO BE 
EMPLOYED J!'OB. THB VALUATION OJ!' PERMANENT DEBT AND FOB. TIlE CALCULATION 

OJ!' THB ANNUIn. 

(The figures relate throughou.t to the 31st March, 1933, and must be 
regarded, as ill1.r.strativll O'nly.) 

I.-RATE OJ!' INTEREST 3i PER CENT. 

Liabilities :­
Permanent Debt:­

Sterling ... 
'Ru.pee 

Liability for British War Loan (at par) 
Treasury Bills (including accrued discount) ... 
Cash Certificates (including accrued bonus) 
Post Office Savings Bank deposits 
Provident Funds, Special Loans, &c •.•• 
Family Pension Funds 
Provincial Balances 
Sinking Fund Deposits 
Part-earned Pensions 
Miscellaneous liabilities 

Rs. lakhs. Rs. lakhs. 
5,06,82·40 
4,92,78·57 

9,99,60·97 
22,29·47 
61,46·68 
64,85·11 
43,39·64 
76,73,80 
15,29·72 
7,02·37 

95·50 
87,00·00 (a) 
22,14·10 . 

Total Liabilities, exclusive of liability for pensions in issue 14,00,77,36 

Assets:-
, Railways:-

Gross capital at charge 
Amount written off prior to 

]924 

Rs. lakhs. 
7,97,11·72 

39,89·05 
8,37,00·77 
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Ba. lakhs. Ba. lakh,. Rs. lakhs. 

Deduct-
Amount contributed by' Com­

panies and Indian States ... 40,36·25 
Correction for difference be­

tween cash and stock 
AmountS set aside fordepre­

ciation or :replacement 

1,95·32 (b) 

26,54·15 

SecuIities held on, accoup.t of General 

68,85·72 

7,68,15·05 

, Reserve 46·81 

Other Commercial Assets:­
Posts and Telegraphs ... 

Less Depreciation 

Irrigation 
Security Printing Press 
Currency Note Press 
Northern India Salt Depart-

ment 
Less Depreciation 

Forests 
Vizagapatam Port 

New Delhi .. : 
Military Lands at Bombay . 
" Dead" Assets ... 
Advances to 'Provinces .• , 
Other interest-bearing' advances 
Investments of Cash Balances 
Investments of Sinklng Ii'undS .. 
Cash and Miscellaneous Assets 

Excess of Liabilities over Assets 

15,82·84 
2,69-42 

89·47 
22·79 

Total Assets 

13;13·42 
, 69·00 

42·22 
32·04 

66·68 
12·95 

3,08·83 

Share of excess assignable to, Burma (7·5 per cent.) 
. . 

Assets of which. Burma. will llSIlume. possession:­
Railways: - .. 

Capital at charge 35,05·52 . 
'Less . amounts set aside for depreciation 

or replacement 57.00 

Other Commercial Assets:.,­
"Posts and Telegraphs 
Less Depreciation' 

" Dead" Assets 
Advances to Provinces 
Other interest-bearing advances 
Cash to provide working balance (say) 

Total 

1,16-15 
12·42 

7,68,61'86 

18,45-14 
14,49·29 
2,31·12 

91,50·00 (c) 
1,73,03·74 (d) 

20,92-48 (d) 
1,88·24 (d) 
3,22·49 (d) 

31,82·90 

11,26,27'26 . 

2,74,50·10 

20,58·76' 

'34,48.49 

1,03·73 
3,25·00 (c) 
7,51·47 (d) 

22-24 (d) 
2,()().00 

48,50·93 
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Liabilities .. for which Burma will assume direct Rs. lak1~8. 

responsibility: - . 
Portion of liability for British War Loan 
Post Office Savings Bank Deposits .... 
Provident Funds ... 
Pa~arned pensions 
Non-interest.-ilearing liabilities (say) 

1,67·21 
1.46·2~ 
3,07.1S 
3,75·00 .(a) 
3,00·00 

Total 12,95·64 

Net assets- ·to ·be assumed by Burma 35,55.29' 

Debt of . Burma .. to India, being net assets. as above, .. 
Rs.35,55-29 lakhs, plus share of excess liabilities, 
Rs.20,5S-76 lakhs 56,14·05 

Annual interest on above at 3i per' cent. 1,S2·46 

-Annuity required to redeem prinCipal and interest in 45 
- years 2,38·32 

Liabilities ;-
. Permanent Debt:­

Sterling ... 
Rupee 

Other liabilities as before 

Assets as before 

Excess of liahilities over assets 

Share assignable to Burma 

Total. 

Net assets to be' assumed .by Burma, as ibefore 

Debt of Burma to India ... 

Annual interest on above at at per cent. 

Ra. iakiis.· Rs.: la.khs. 
4;83;54;97 . 
·.4,7.6,28,S() 

9,59,83·77 
4,01,16·39 

13,61;00·16 

... , 11,20,27·~6 

2,34,72·90 

17,60.47 

35,55·29 

53,15·76 

1,S6·{)5 

Annuity required to redeem principal and interest in 45 
years 2,35·46 

IlL-RATE OF INTEREST 31 PER CENT. 

Liabilities ;­
Per·manent Debt:­

Sterling 
Rupee 

Other liabilities as before 

Assets as before 

Es. lakhs. Rs. lakhs. 
4,62,86-60 
4,61,35·26 

9,24,21·86 
4,01,16·39 

13,25,3S·25 

11,26,27·20 



Excess of liabilities over assets 

Share assignable. to Burma 

Net assets to be assumed by Burma, as before ... 

Debt of Burma to India 

Interest on above at 3i per cent. 

Annuity required to redeem prindpal and interest in 45 
years 

NOTES. 

Ea. Zakhs. 
1,99,10·99 

14,93·32 

35,55·29 

50,48·61 

1,89·32 

2,33·12 

(a) Part-earned pensions.-As no material was available for the accurat, 
assessment of this liability the rough estimate given by MI'. Nixon has fo: 
illustrative purposes been adopted. The liability will in prac\ice vary witl 
the rate of interest assumed. 

(b) Difference between cash and stock values in Railway Capital.-Th4 
rates of exchange at which these differences, which arose in sterling, wer4 
converted into rupees for inclusion in the total, are not available. Th4 
correction is therefore approXiimate only. 

(c) " Dead" assets.-The figures are inserted for illustrative purpose! 
only. 

(d) Interest-bearing advances and investments.-No allowance has beel 
made for accrued interest, the material for calculating which was n01 
available. 

The liabiIaty in respect of earned pensions must in all cases be addee 
to the debt calculated as 81bove. No estimate of this liability can at presen1 
be made with any claim to accuracy. The order of magnitude, however, 
of the payments to be made under the arrangements outlined in para, 
gra.ph 83 of the Report may perhaps be represented roughly by an annuitl 
commencing at 80 lakhs and decreasing by 4 lakhs a year. 

(29643-36) wt. 1188-1272 2000 5/35 P. St. G. 373 
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NOTE BY THE SECRETARY OF STATE FOR INDIA. 

The Government of India and the Government of Burma have 
reached agreement on the subject of the trade relations between 
India and Burma in the period immediately following the separa­
tion of Burma from India and on the subject of the regulation of 
immigration into Burma from India after separation. His 
Majesty's Government think it desirable that the results of these 
agreements should be published forthwith. 

2. For convenience the agreements have been drawn up by the 
two Governments in the form of provisional drafts of the Orders 
in Council to be made under Sections 160, 453 and 456 of the 
Government of India Act, 1935. These provisional drafts are pub­
lished for information. His Majesty's Government will in due 
course present draft Orders in Council for the consideration and 
approval of both Houses of Parliament under the procedure 
prescribed by Sections 309 and 475 of the Act. 

3. The Immigration Agreement is self-explanatory, but it may 
be convenient to summarise briefly the purport of the principal 
articles of the Trade Agreement. . 

4. The effect of Articles 3 and 5 of the Trade Agreement is to 
ensure, subject to a proviso in respect of certain goods and the 
application of Article 10 in respect of duties corresponding to 
excises, that Indian· goods shall enter Burma free of duty and 
without restriction and vice versa, without qualification other than 
that contained in Schedule I to the Agreement. 

5. The effect of Article 6 is to provide that the tariff schedules 
iIi operation at the date of the separation of Burma from India 
shall remain effective in both countries in .respect of goods impOrted 
into either from other countries. Under the first proviso to this 
Article duties upon goods imported from other countries may be 
lowered by either party to the Agreement with the consent of the 
o~her. Under the second proviso such consent is not required in 
the case of the employment either by the Governor-General of 
India or the Governor of Burma of the powers to reduce duties 
enjoyed under the present Indian Tariff Act and Sea Cu.stoms Act, 
but it is understood that the use.of those powers should be limited 
as at present to the purposes of giving relief in the case of 
individual importations or giving temporary relief for special 
purposes to particular classes of commodities. Under the third 
proviso either country may on two months' notice lower duties on 
goods not produced in the other country, and under the fourth 
proviso the second country may ·then follow suit. 

6. Article 12 provides that if India, after the expiry of the 
present Indo-Japanese Cotton Agreement. which limits the 
importation of Japanese cotton goods into India bya system of 



quotas, again imposes a limit on the quantity of Japanese cotton 
piece goods that may be imported into British India, Burma shall., 
during the currency of the Trade Agreement with India, limit the 
importation of such goods into Burma to a quantity not exceeding 
that imported in 1934-5. 

7, The purpose of Article 7 is perhaps not self-evident. Its 
purpose is to secure that tea, cotton or lac produced in India and 
shipped duty free to Burma under the provisions of Article 3 does 
not escape the levy of cess on re-export from Burma, and vice-versa. 

S. Each Agreement is to remain in force for three years, and, 
if not then terminated by due notice having been given by either 
party to the Agreement embodied in the Order, will remain in 
force subject to termination on twelve months' notice (Article 17 
of the draft Trade Order and Article 4 of the draft Immigration 
Order). 

9. The Trade Agreement (Article 21) contains provision. for its 
application to Indian States and the Immigration Agreement 
(Article 6) contains similar provision in respect of the subjects of 
Indian States. 



PROVISIONAL DRAFT INDIA AND BURMA TRADE 
. REGULATION ORDER 

WHEREAS by sections 160 and 453 of the Government of India 
Act, 1935, His Majesty in Council is empowered, for the purpose 
of pre venti rig undue disturbance of trade between India and Burma 
in .the period immediately following the separation of India and 
Burma and of safeguarding the economic interests of Burma during 
that period to give such directions as he thinks fit with respect to 
the duties which are, while the Order is in force, to be levied 
on goods imported into or exported from India or Burma and with 
~espect to ancillary and related matters: -

: AND:WHlmElAS the Governor-General of India in COlmcil and the 
Governor of Burma in Council have come to anagreement.in the 
matter' 

NOW'THEREFORE His Majesty is pleased by and with the advice 
o~ his Privy Council to order and it is hereby ordered as follows :-

1. This Or<1er may be cited as the India and Burma Trade Regu­
lation Order, 1935. 

2. This Order shall come into force on the date with effect from 
which Burma shall be separated from India (hereinafter referred 
to as the date of separation). 

3. Except as otherwise provided in this Ordel'-
(1) no customs duties or cesses shall be leviable in British 

India on goods imported from or exported to Burma by sea 
other than those, if any, leviable at the date of separation; and 

(2) no customs duties or cesses shall be leviable in Burma all 
goods imported from or exported to British India by sea other 
than those, if any, leviable at the date of separation: 

Provided that this Article shall"not apply to­
(a) opium, salt, salted fish, or spirit, or 
(b) goods brought in bond, or 
(c) goods brought from a place beyond the limits of British 

India and Burma to a port in British India or in Burma and 
without payment of duty, there transhipped for, or thence 
carried to, and imported at, a port in th.e other country. 

4. Except as otherwise provided in this Ol'der-
(1) all goods imported from or exported to a customs port in 

Burma to or from a customs port in British In<1ia shall be 
deemed, for the purposes of the Sea Customs Act, 1878, to 
be goods imported from or exported to another cnstoms port 
in British India, as the case may b~ ; and 

(2.) all goods imported from or exported to a customs port in 
British India to or from a customs port in Burma, shall be 



deemedl fDr the purpDses Df the Sea CustDms :Act, 1878, to. be 
goods impDrted frDm Dr expDrted to. anDther custDms pDrt in 
Burma., as the case may be. . . 

5.-(1) No. prDhibitiDns Dr restrictiDns otper than Df the nature 
specified in Schedule I to. this Order shall be impDsed on the 
bringing Df any gDDds into British India from Burma Dr the­
taking Df any gDDds frDm British India to. Burma. 

(2) No. prDhibitiDns Dr restrictiDns Dther than Df the natur~' speci­
fied in Schedule I to. this Order shall be impDsed Dn the bringing 
Df any gDDdsintD Burma frDm British India Dr the takingDf any 
gDDds frDm Burma to. British India. 

6. The custDms duties and cesses levied at the date Df separa­
tiDn Dn gDDds impDrted into. India Dr Burma frDm other countries 
Dr expDrted frDm India Dr Burma to Dther countries may be reduced 
in either cDuntry with, but nDt withDut, the previDus cDnsent of 
the GDvernDr~General Dr GDvernDr of the Dther cDuntry, as the case 
may be: 

PrDvided, first, that shDuld either Df these authDrities seek the 
consent Df the Dther to. a reductiDn of the custDms duty leviable Dn 
any class Df gDDds, such CDnsent shall nDt be unreasDnably withheld: 
. PrDvided, secDndly, that theprovisiDns Df this Article shall nDt 
apply to. any reduction Df duties made under Article 11: . 

PrDvided, thirdly, that in the case Df ·classes .Df gDDdswhich 
at the date DfseparatiDn are nDt. prDduced Dr manufactured in 
Burma, the GDvernDr-General Df India,. after giving two. mDnths' 
nDtice Df his intentiDn to' the GDvernDr of Burma, may reduce the 
custDms duties levied Dn such gDDds when impDrted into. British 
India frDm Dther cDuntries, and that in the case Df classes Df 
gDods which at the date Df separatiDn are nDt produced Dr manu~ 
factured in India, the GDvernDr.Df Burma after giving two.' mDnths' 
nDtice Df his intention to' the GDvernDr-General Df India, l,Uay 
reduce the custDms duties levied Dn such gDDds when impDrted into. 
Burma. frDm Dther cDuntries; . 

Provided, fDUrthly, that if under the last precedingprDvisD the 
GDvernor-General 'Df India ShDUld reduce the: custDms duties levied 
Dn any goods, the GDvernDr of Burma may similarly reduce the 
customs duties levied Dn such goods, and if the GDvernDr Df Burma 
should reduce the custDms duties levied on any goods the GovernDr~ 
General Df India may similarly reduce the custDms duties levied 
Dn such gDDds. • 

7. FDr the purpDses Df sectiDn 3 Df the Indian Tea Cess Act, 
1903, sectiDn.3 Df the Indian CDttDn Cess Act, 1923, and sectiDn 3 
Df the Indian Lac Cess Act, 1930, tea, cDttDn Dr lac 'prDduced in 
Burma shall in India be deemed to. have been prDduced in India, 
and teal cDttDn Dr lac prDduced in India shall in Burma. be deemed 
to. have been prDduced in Burma.. 

. . . 



6. 
8.~(i} Should at anytime the cess leviable under any of the 

Acts referred' to in Article 7 on any goods when exported from 
British In4ia be higher than the cess leviable on such goods when 
exported from· Burma, the Governor-General of India may levy 
on such goods when exported from British India into Burma a cess 
equal to the difference between the oesses leviable in British India 
and Burma . 
. (2) Should at any time the oess leviable on any goods when 

exported from Burma, such goods being goods on which a cess is 
leviable under any of the Acts referred to in Article 7 when 
exported from British India, be higher than the cess so leviable 
in British India, the Governor of Burma may levy on such goods 
when exported from Burma into British India a cess equal to the 
differenoe between the cesses leviable in Burma and British India. 

9.-(1) Should at any time the customs duty leviable on any 
foreign goods when imported into British India be higher than the 

• customs duty leviable on such foreign goods when~ imported into 
Burma, the Governor-General of India may levy on such foreign 
goods when imported into British India from Burma a customs 
duty equal to the difference between the duties leviable in British 
India and Burma. 

(2) Should at any time the customs duty leviable on any foreign 
goods when imported into Burma be higher than the customs 
duty leviable on such foreign goods when imported into British 
India, the Governor of Burma may levy on such foreign goods when 
imported into Burma f:r;om British India a customs duty equal to 
the difference between the duties leviable in Burma and British 
India. 

10.-(1) Should an excise duty be .leviable in British India at the 
date of separation on any goods, the Governor-General of India may 
levy a countervailing duty on such goods, the produGe or manu­
facture of Burma when imported into British India; and should an 
excise duty be leviable in Burma at the date of separation OIl 

any goods, the Governor of Burma may levy a countervailing duty 
on such goods, the produce or manufacture of British India when 
imported into Burma: " 

Provided that in the case of steel ingots and articles manu­
factured therefrom the countervailing duty, if any, shall be at a 
rate not exceeding the appropriate rate of refund prescribed in 
section 7 of the Iron and Steel Duties Act, 1934. 

(2) Should at 'any time the excise duty leviable in British India 
on any goods be increased, reduced or abolished, the counter­
vailing duty leviable on such goods, the produce or manufacture of 
Burma when imported into British India, shall be correspondingly 
increased, reduced or abolished: 

Provided that the advantage enjoyed by Burma in British India 
at the date of separation in respect of such goods, other than the 
commodities and articles mentioned in Item 40 of the Provincial 
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Legislative List in the Seventh Schedule to the Government of 
India. Act, 1935, as against imports from other countries is not 
reduced. ' 

(3) Should at any time the excise'duty leviable in Burma on any 
goods be increased, reduced or abolished, the ,countervailing duty 
leviable on such goods, the produce or manufacture of British India 
when imported into Burma, shall be correspondingly increased, 
reduced or abolished: 

Provided that the advantage enjoyed by British India in Burma 
at the date of separation in respect of such goods, other than the 
commodities and articles mentioned in Item 40 of the Provincial 
Legislative List in the Seventh Schedule to the Government of 
India Act, 1935, as against imports fro,m other countries is not 
reduced. 

(4) Should at any time Ii. new excise duty be imposed in British 
India on any goods produced or manufactured therein, the 
Governor-General of India may levy it countervailing duty on such 
goods, the produce or manufaCture of Bmma when imported 
into British India: 

Provided that the advantage enjoyed by Burma in British India 
at the date of separation in respect of such goods, other than 
the commodities and articles mentioned in Item 40 of the Provincial 
Legislative List in the Seventh Schedule to the Government of 
India Act, 1935, as against imports from other countries is nOli 
reduced. 

(5) Should at anytime a new excise 'duty be imposed' in Burma. 
on any goods produced or manufactured:therein, the Governor of 
Burma may levy a countervailing duty on such goods, the produce 
or manufacture of British India when imported into Burma: 

Provided that the advantage enjoyed by British Indi!!. in Burma 
at the date of separation in respect of such goods, other than the 
commodities and articles mentioned in Item 40 of the Provincial 
Legislative List in the Seventh Schedule to the Governme~t of 
India Act, 1935, as against imports from other countries is not 
reduced. 

11. Nothing contained in this Order shall. be construed as restrict­
ingin any way the exercise by the Governor-General of India, or 
the Governor of Burma of any of the powers conferred by section 23 
of the Sea Customs Act, 1878, or by the Indian Tariff Act, 1934 : 

Provided that in the exercise of any of these powers each of 
these authorities shall have due regard to the interests of the other 
country and to the principles underlying the provisions of this 
Order and shall before exercising any of these powers ordinarily 
consult the other authority. 

12. Should the Governor-General of India after 31st March 1937 
impose a limit on the quantity of J apanese c~tton piece-goods that 
may be imported into British Inilia, the Governor of Burma shall 
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also impose a limit on the quantity of such goods that may be 
imported into Burma. ,The maximum quantity so permitted to 
be imported into Burma in any year shall not exceed the total 
quantity of Japanese cotton piece-goods imported into and retained 
in Burma during the financial year 1934-35, goods imported into 
Burma and subsequently re-exported not being taken into account. 
The Governor of Burma may from time to time divide into cate­
gories the quantity so limited and may provide for transfers between 
categories. 

13. NOtwithstanding anything contained in this Order, the 
Governor-General of India may prescribe the duties to be 
levied on goods imported from or exported to foreign countries 
across the land frontiers of India, and the Governor of Burma 
may prescribe the duties to be levied on goods imported from or 
exported to foreign countries across the land frontiers of Burma: 

Provided tha.t in prescribing such duties and in the administra· 
tion of the land customs each of these authorities shall have due 
regard to the principles underlying the provisions of this Order 
and shall, so far as local conditions permit, safeguard the interest,s 
of the other country, if the import of any class of foreign goods 
across the land frontier otherwise than on payment of the duties 
leviable on similar goods imported by sea affects or is likely to affect 
seriously the advantages enjoyed by the other country under the 
provisions of this Order. 

14. The Governor of Burma may impose ()n rice exported to 
India. a duty not e;xceeding, that imposed on,rice exported to other 
countries. 

15. The provisions of the Sea Customs Act, 1878, and of any 
rules made thereunder relating to coasting vessels and to goods 
imported or exported in such vessels shall continue to be applied 
to vessels plying between ports in India and ports in Burma. 

16. Ships employed in trading between ports in India and ports 
in Burma shall both in India and Burma be deemed to be " home 
trade ships " and " coasting ships •• for the purposes of the Indian 
Merchant Shipping Act, 1923, and ships which prior to the date 
of separation were entitled to exemption under section 218 of the 
said Act from the provisions of that Act relating to load lines shall 
continue to be so entitled. 

17. This Order shall remain in force for three years from the date 
of separation: 

Provided that in case neither the Governor-General of India 
nor the Governor of BUrma shall have given notice to the other 
twelve months before the expiry of this period of his intention to 
terminate the operation of this Order, the Order shall continue 
in force until the expiry of twelve ,months from the date on which 
such notice shall have been 'given. 



9 

18. In the event of any dispute between the Governor-General 
of India and the Governor of Burma. as to the interpretation or 

. application of any of the provisions of this Order, the matter shall 
be referred to one of His Majesty's Principal Secretaries of Sta.te. 
whose decision shall be final. 

19. For the purposes of this Order the expression "foreign 
goods" means goods which are the produce 'or manufacture of any 
country otl;ler than British India or Burma. 

20. For the purposes of this Order, goods shall be deemed to be 
the produce or manufacture of, British India or of· Burma which 
satisfy the following conditions ;-

(1) where the goods are unmanufactured, that they have 
been grown or produced in .British India or in Burma,. as 
the case may be; 

(2) where the goods are manufactlired-
(i) that they have been wholly manufactured in British 

India or in Burma, as the case may be, from material 
wholly produced in that. country; or 

(ii)· that they have been wholly manufactured in British 
India or in Burma, as the case may be, from unmanu­
factured material; or 

(iii) that they have been partially manufactured in 
British India or ip. Burma, as the case may he, and that 
the final process of manufacture has been perforIIled· in, 
that country and that the expenditure on material pro­
duced and labour performed in' that country in the ma;[lU­
facture of that article is not Jess in the case of an. article 
specified in Schedule II to this Order than one-half and 
in the case of other articles than one-quarter of the factory 
or works cost of the article in its finished state. 

Explanation.-For the purposes of condition (2) (iii) the final 
process of manufacture shall not be deemed to have been performed 
in either country in which no process other than a process of 
mixing, bottling, labelling, packing into retail containers or the like 
has been performed, but where such process as aforesaid has been 
performed in the country in· which the final process of manu­
facture has also been performed, nothing herein shall render the 
cost of such process ineligible for inclusion in the computation 
of the fraction of the factory or works cost of the article in its 
finished state which represents the expenditure on material pro­
duced and labour performed in that country . 
. 21. If and so long as any Indian State, having declared its 
adherence to the terms of this order and of the India and Burma 
Immigration Order, 1935, continues to adhere thereto, the 
provisions of this order shall apply in respect of such State as they 
apply in respect of British India, but with the substitution for 
references in this Order ·to the Governor-General of India or the 
Governor-General, of references to the Ruler of such State. 
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SCHlEDULE I. 

1. Prohibitions or restrictions relating to public security. 
2. Prohibitions or restrictions imposed on moral or humanitarian grounds. 
3. Prohibitions or restrictions regarding traffic in arms, a=unition and 

implements of :war, or, in exceptional circumstances, all other military supplies. 
4 .. Prohibitions or restrictions imposed for the protection of public health 

or for the protection of animals or plants against disease, insects and harmful 
parasites; 

5. Export prohibitions or restrictions issued for the protection of national 
treasures of artistic, historic 'or archwological value. 

6 .. Prohibitions or restrictions designed to extend to foreign products the 
regime established :within the country in respect of the production of, trade 
in, and transport. and consumption of, native products of the same kind. 

SCHEDULE II. 

1. Machinery and component parts thereof, meaning machines or parts of 
machines to be :worked by manual or a~mallabour and any machines (except 
such as are designed to be used exclusively in industrial- processes) :which 
require for their operation less than one quarter of one brake-horse-po:wer. 

2. Carriages ·and carts :which are not mechanically propelled and cycles 
(other than motor cycles) imported entire or in sections, and parts and 
accessories thereof; excluding rubber tyres and tubes; 

3. Motor cars including taxicabs and articles (other than rubber tyres and 
tubes) adapted for use exclusively as parts and accessories thereof. 

4. Motor omnibuses; chassis of motor omnibuses, motor vans and motor 
lorries; and parts of mechanically propelled vehicles and accessories excluding 
rubber tyres and tubes. 
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PROVISIONAL DRAFT INDIA AND BURMA 
IMMIGRATION ORDER. 

WHEREAS by section 456 of the Government of India Act, 1935, 
His Majesty is empowered by Order in Council to direct that during 
such period as may be specified in the Order immigration into 
Burma from India shall be. subject to such restrictions as may be 
specified in the Order (being such restrictions as may h~ve been 
mutually agreed' before the commencement of Part xry of the said 
Act between the Governor-General of India in Council and the 
Governor of Burma in Council and approved by the Secretary of 
State) and no other restrictions; 

AND WHEREAS it is expedient that in the period immediately 
following the separation of Burma from India the mutual 
advantages which the two countries have derived from their close 
economic association should be continued; 

AND WHEREAS for this reason it is expedient that the entry of 
Indians into Burma and of Burmans into India should not be 
subject, immediately after 'the date of separation, to any restric­
tions other than restrictions of general application necessary in the 
interests of public health and public safety or restrictions necessary 
for the exclusion of undesiratble individuals; 

AND WHEREAS the Governor-General of India in Council and the 
Governor of Burma in Council have come to an agreement in the 
matter; 

AND WHEREAS the restrictions so agreed upon have been approved 
by the Secretary of State; 

Now, THEREFORE, His Majesty is pleased 'by and with the advice 
of His Privy Council to order and it is hereby ordered as follows :-

A'rticle I.-This Order may be cited as .the India and Burma 
Immigration Order, 1935. 

Article 2.-This Order shall come into force on the date with 
effect from which Burma is separated frorn India (he:t:einafter 
referred to as the date of separation). . 

Article 3.-There shall be no restrictions on the entry of Indians 
into Burma or of BUrmans into India other than those in force on 
the date of separation; . 

Provided that nothing herein contained shall limit the authority 
of the Governor-General of India or the Governor of Bui'ma to 
exclude undesirable individuals or to impose regulations of general 
application in the interests of public health or public safety; 

Provided further that nothing herein contained shall limit the 
authority of the Governor-General of India to take any. action th~t 
he may consider necessary in the discharge of ~he speCIal responSI­
bility laid upon him by the Government of IndIa Act, 1935, for the 
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prevention of any grave menace to the peace or tranquillity of India 
or any part thereof or the authority of the Governor of Burma in 
the discharge of his corresponding responsibility in respect of Burma 
,or any part ·thereof. 

Article 4.-This Order shall remain in force for three years. 
,commencing on the date of separation; _ 

Provided that in case neither the Governor-General-of India nor 
the Governor of Burma shall have given notice to the other 12 
months before the expiry of this period of his intention to terminate 
the operation of this Order, the Order shall continue in force for 
12 months frdm the date on which such notice shall have been 
given. 

Article 5.-In this Order "Indian" means a British subject 
domiciled in India and "Burman" means a British subject 
domiciled in Burma. 

Article 6.-If and so long as any Indian State, having declared 
its adherence to the terms of this Order and of the India and Burma 
'Trade Regulation Order, 1935, continues to adhere thereto, the 
provisions of thiSi Order shall apply in respect of the subjects (If 
such State as they apply in respect of Indians, but with substitutioa 
for references in this Order to India and to the Governor-General 

_ -of India of references 'to such State and to the Ruler thereof 
respectively. 

(30329-36) wt. 1:l79-1285 1000 8/35 P. st. G.373_ 
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THE GOVERNMENT OF INDIA BILL 

-EXPLANATORY MEMORANDUM 

The great length of the Bill is to a large extent apparent rather 
than real. The Bill has to provide for three separate entities-

(a.) the Indian Federation; 
(b) the Indian Provinces which, with the States, will com­

pose the Federation; and 
(c) Burma. 

The clauses relating to the Federal Executive and Legislature-
11 and 27 respectively in number-are repeated in identical form, 
and to a large extent with identical matter, in relation to the 
Indian Provincial Executives and Legislatures, and again in re­
lation to the Executive and Legislature of Burma. Further, the 
Bill, having set out the provisions for the Legislative Powers, 
Administrative Relations, Finance, Railways, the Judicature, the 
Civil,Services, the Secretary of State and his Department and the 
matters included in Part XII described as •• Miscellaneous and 
General", in their application to the Indian Constitution, neces­
sarily repeats almost the whole of this matter with some modi:fica­
.tions for" Burma. The result is that, of the matter contained 
in the 150 clauses relating to Burma, there is nothing except the 
few provisions special to Burma which is not to be found in 
substance in other connexions in the earlier clauses of the Bill. 

2. There are two reasons which have ruled out any attempt 
to avoid this duplication-in some cases triplication-of matter. 
First, it must be remembered that the provisions relating to Burma 
-that is to say the whole of Part XIV of the Bill-comprising 
as they do the future constitution for Burma, must be complete 
and self-contained, since it would obviously be inappropriate that 
the constitution for the separate country of Burma should have 
to be sought for all time among provisions relating to the- govern­
ment of India. Secondly, so far as the Central and Provincial Con­
stitutions of India .are concerned, although, as already explained, 
there are some 40 clauRes which appear twice, to a large extent 
in common form, :first in relation to the Federation and secondly 
in relation to the Provinces, there are none the less important 
differences of detail between these clauses in their relation to the 
Fed61'ation and the Provinces respectively, and any attempt to set 
out the Provincial Constitutions by a system of reference to the 
Federal Constitution, or vice versa, would have inevitably resulted 
in a most complex and confusing presentation, 
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3. The result of the arrangement adopted in the Bill is how­
ever, that, although it contains 450 clauses, if due acco~nt is 
take~ of the repetitions just described, it could be accurately 
descnbed as a. Bill of albout half the length. . 

4. There is no need to explain in any detail the general purpose 
of the Bill, nor the nature of the Constitutions which it is designed 
to provide for India and Burma respectively: these matters h!!>ve 
been set out at length and in detail in the Report of the Joint 
Select Committee, of which the Bill is the expression· in 
legislative form. The Bill follows the Committee's Report.· with 
one or two exceptions (such as that it provides that the Federal 
Court should entertain appeals relating only to the interpretation 
of the Constitution Act and not to the inte~pretation of Acts passed 
by the Federal Legislature in the exercise of itsexcIusive legis­
lative jurisdiction>, and with certain additional details that were 
not dealt with by the Committee. 

5, But, although detailed exposition of the contents of the Bill 
is for the reason just given unnecessary, there are one or two points 
which it is desirable to explain in order that its construction may 
be more readily understood. The present Governmerit -of Iridia. 
Act, after formally vesting in the Crown the government of India­
and assuming for the King all the powers which, up to 1858, had 
been vested in the East India Company, proceeded to place in the 
hands of a corporate body known as "the Secretary of State in 
Council of India" complete control over " all acts, operations and 
concerns which relate to the goyernment or revenues of India ". 
Further, the present Act commits the " civil and military govern": 
ment of India" to the Governor-General in Council, and the 
government of each Province to a Governor acting with an Executive 
Council and Ministers, but at the same time places the Provinciar 
Governments in subordination to the Governor-General in CounciI-, -, 
and the latter to the Secretary of State in Councll, the Act merely· 
enabling the Secretary of State in Council so far as " transferred H 

subjects in the Provinces are concerned by statutory rules to relax 
or remove his hitherto all-embracing powers of superintendence 
and control. 

6. The purpose of the present Bill is to resUme into the hands 
of the King all powers hither:to exercisable in,or in relation . to, 
India by any authority (clause 2), and thereafter to distribute 
to the various authorities set up by this Bill the exerci"e of the 
whole of these powers so far, as they are distributed by the Act, 
and to'leave His Majesty free to delegate such 'of those as are outside 
the strict ambit of the Act as he may think fit to the Governor..:' 
General or the Governors to be exercised on his behalf. The 
consequence of this Bill will, therefore., be that the Federal 
Executive and each Provincial Executive will, by ilirect delega­
tion from the Grown. exercise independently on behalf of ,the . 
King the powers respectively vested in them by this Bill,· subject. . 
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to superintendence by the Secretary of State over the Governor­
General and G9vernors in' certain directions referred to below. 

7 •. The entry of the States into the Federation is dealt with 
in clause 6 and other provisions of the Bill of which the effect is 
that, while the States which accede to the Federation will accept the 
whole Act, the extent of the powers exercisable in relation to any 
Federated State by the Federal Executive and Legislature will be 
governed by the Ruler's Instrument of Accession which will specify 
the matters in the Legislative Lists which he accepts as Federal 
matters in and in relation to his State. It is proposed that, imme­
diately after the Bill has been passed, the Crow~ should enter into 
negotiation with the States individually for the conclusion of their 
accession- to the Federation. The extent to which each Ruler is 
proposing to accede will be brought to the knowledge of Parliament 

. before F'arliament, by affirmative Resolutions of both Houses, invite 
His Majesty to issue the Proclamation inaugurating the Federation. 
. 8. The legislative powers conferred upon the Federation and the 
Provinces respectively are statutorily defined by Part V of the 
Bill, read with the connected Seventh Schedule. The distribution 
of financial resources is effected in part through the legislative 
powers and in part through the provisions of Part VII. 

9. Executive authority will be exercised in the Federation by the 
Governor-General, and in the Provinces by the Governor: but 
the Governor-General and each Governor will have to aid and 
advise him in the exercise of this authority a Council of Ministers. 
In' this connexion it is important that the meaning and effect of 
two technical terms used throughout the Bill should be clearly 
understood. The duty of Ministers is described in the Bill as being 
that of aiding and advising the Governor-General (or the Governor) 
.. in the exercise of his functions, except in so far as he is by or 
under this Act required to exercise his functions or any of them 
in his discretion". Other provisions of the Bill require the 
Governor-General to exercise in· his discretion his functions with 
regard to the three Departments which it is proposed to reserve 
for .his own control (the Departments of External Affairs, Defence 
and Ecclesiastical ~ffairs), and various other specific powers con­
ferred upon the Governor-General and upon the Governors by the 
Bill are described as being powers the exercise of which is in their 
discretion. 

10. The' result is that in regard to any power or function so 
described Ministers have. no 'Constitutional right to tender advice, 
but in regard to every matter not described as being exercisable 
by the Governor-General (or Governor) in his discretion the right 
to advise, i.e., to initiate proposals, rests with Ministers. The 
second technical term used in this connexion throughout the Bill 
is the' phrase" exercise his individual fudg1;l,ent ". This phrase, 
which is applicable to matters within the purview of Ministers, 
means that the Governor-General (or Governor) after considering 
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the advice of Ministers is free to direct such action as he thinks fit, 
that is to say, not necessarily to accept the advice tendered to him. 
This course is open to the Governor-General (or Governor)-

(a) whenever any of the special responsibilities enumerated 
in clause 12 (and 52) of the Bill is, in his opinion, 
involved, and , 

(b) whenever any of the powers conferred upon him by the 
Act specifically require him in their exercise to exercise 
his individual judgment. 

Whenever the Governor-General or a Governor is ,. acting in his 
discretion" or " exercising his individual judgment" he is subject 
to the superintendence of the Secretary of State (clauses 14: and 54). 
Full directions will be given to the Governor-General and Gove):"llors 
by an Instrument of Instructions to be issued with the approval 
of Parliament by the Crown. This document, though it cannot 
of course confer powers which are not to be found in the Act, will 
regulate the use of the powers conferred by the ~ct, and though the 
Instrument will cover many other matters, the directions on the 
points just described as to their relations with Ministers will be 
of fundamental importance.. Amongst the more important of the 
other matters with which it is contemplated that· the Instrument 
of Instructions should deal are consultation between the Governor­
General's Counsellors and his Ministers in the day to day working 
of the Federal Executive,and an explanation of the line which it 
is intended that the Governor-General and Governors should follow 
in the interpretation and application of their special responsibilities; 
the Instrument will also indicate the nature of the rights of Indian 
States which require protection, and the line to be followed by the 
Governor-General in giving his previous sanction to certain kinds 
of legislation (an important instance of this category is certain 
financial legislation and, in particular, legislation affecting a federal 
surcharge on income tax (clause 138». It is intended that a prO­
visional di-aft of the Instructions contemplated by. the Government 
shall be available for the information of both Houses of Parliament 
before the Bill comes under detailed discussion in Committee. 

11. As to the coming into operation of the various parts of the 
Bill, the intention is that, with the exception of Part II relating 
to the Federation,· the rest of the Bill will come into force on 
such date as the King in Council may· fix, and' that Part. II of the 
Bill shall be brought into force by Proclamation on such date 
after the coming into force of the remainder of the Bill asParlia­
ment may, by the Resolutions referred to in paragraph 7 above,. 
request. During the period while the Bill, other than the pro-. 
visions of Part II, is in operation, the transitional provisions con­
tained in Part XIII, read with the Ninth Schedule, will regulate 
the powers of the existing Central Government. The effect of 
thA provisions in Part XIII is to keep in operation, with some 
necessary modifications, such as the. transfer of the con~uc~ of 
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relations with the States to the authority specified in clause 3 (2), 
the provisions of the present Act relating to the Central Executive 
and Legislature, and to make such modifications as are necessary 
in the powers exercisable by that authority under such Parts 
of the Bill as are in operation. Their effect is also, while 
bringing to an end the Council of India as .at present con­
stituted, to leave in the hands of the Secretary of State and of 
the Advisers, who, under this Bill are to take the place of the 
members of the Council of India, the same measure of control over 
the finanyial operations of the Central Government, during the 
period intervening between the commencement. of "provincial 
autonomy" and the establishment of the Federation, as is at 
present exercised by the Secretary of State in Council. 

12. The Bill necessarily contains provisions (clauses 156 and 426) 
giving power to regulate the trade relations between India and Burma 
during the period immediately following separation, with the object 
of minimising the disturbance of the economic conditions in Burma 
which might otherwise result. In their present form these clauses 
must be regarded as provisional since discussions on the mn.tter 
are still in progress, and. it is impossible until they are concluded 
t<> be certain that provisions on the lines at present in the Bill are 
sufficiently precise. But, whatever form the powers granted to 
His Majesty in Council by the Bill may ultimately assume, it is 
not intended that they should be so exercised as to prejudice the 
fiscal autonomy which India has enjoyed in the past. 

13. The franchise propoood for the provincial legislature is that 
embodied in the White Paper, as modified by the Joint Select 
Committee. It will be observed that the details of this find at 
present no place in the Schedules to the Bill, which has been drawn 
on the assumption that these matters in view of their technical 
character will, like many other matters of detail, be prescribed 
by Orders in Council to be made, subsequently to the passage of 
the Bill, with the approval of both Houses of Parliament. If, 
however, it should be found that Parliament would prefer that 
the provisions for franchise for the territorial Constituencies should 
be included in Schedules to the Bill, it should be possible to move 
th~ addition of another Schedule or Schedules for this purpose. 

14. As for the expenditure necessitated by the Bill, so far as 
there is any charge on British Revenues, the financial memorandum· 
attached to the Bill explains the position. So far as Indian 
Revenues are concerned, whilst it is impossible to estimate in 
advance and with precision the exact figures, the general effect 
may be gauged by the estimate laid before the Joint Select Com­
mitte~ and discussed in paragraphs 267-273 inclusive of their Report. 

(27551-36) Wt. 3157-1244 5000 1/35 P. St. 0.873 
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the Governor-General shall not transmit to His Majesty any such 
request until there has been presented to him by each Chamber of 
the Federal Legislature, for submission to His Majesty, an address 
praying,that His Majesty may be pleased to admit the State into the 
Federation. 

(8) In this Act a. State which ha,s acceded to the Federation is 
referred to as a Federated State, and the Instrument by virtue of 
which a State has so acceded, construed together with any supple­
mentary Instrument executed under this section, is referred to as the 
Instrument of Aocession of that State. 

(9) As soon as may' be after any Instrument of Accession or 
supplementary Instrument has been nccepted by His Majesty under 
this section, copies thereof shall be laid before Parliament, and all 
Courts shall take judicial notice of every such Instrument. 

The changes brought about by this redraft of the clause do 
not affect the principles of the Joint Select Committee's Report 
or the intentions of the clause in the Bill as it stands. 'L'he 
differences of form may be summarised as follows :-

(li) A Ruler is required by his Instrument of Accession to 
declare that. he "accedes to the Federation established 
under this Act" instead of declaring that he "accepts 
t.his Act as applicable to his State and his subjects." 

(b) The revised clause makes plain on the face of the Bill-­
what was always the intention-that a Ruler, in accepting 
a subject in any of the Lists as a Federal Subject may 
attach limitations to the power to be exercised in 
respect of that subject by the Federal Legislature in 
relation to his State and also to the executive power of 
the Federation which. itself arises from the entries in 
the Lists. This does not, however, involve power to 
qualify the provisions of the Act itself apart from the 
Lists. 

(cl On the other hand, the clause also makes it clear on the 
face of the Bill-what was always intended-that the 
Crown has full discretion to reject any proposals for an 
Instrument of Accession by an individual State and, 
in particular, if it appears that "the terms thereof are 
inconsistent with the scheme of Federation embodied 
in this Act"; it is at the same time, however, made 
clear that an Instrument of Accession once accepted is 
to be conclusive as to the extent of Federal authority, 
both legislat.ive and executive, in relation to the State. 

(d) The redraft of subsection (5) is intended chiefly to remove 
difficulties raised in Committee as to the effect of the 
words "shall not be construed as extending to a 
Federated State without the concurrence of the Ruler." 

The redraft of the clause maintains the principles indicated in 
the White Paper (pp. 3]--5) under the heading" clause 6." 

Clause 8.--The second, third and fourth amendment.s to this 
"clause affect the States. The substitution of the words" save as 
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expressly ·provided in. tms Act" for "by virtue of this section" 
follows on paragraph (IV) under clause 8, on page. 36 of the White 
~~ '. . 

The third amendment on page 6, line 25, is consequential on 
the revised form of clause 6 (2). . 

The fourth amendment gives effect to the undertaking given at 
the end 'of paragraph (ii) under clautle 8, on pages 35-6 of the 
White Paper. 

Clause 12 (and clause 52).-The substitution in these clauses of 
" the protection of the rigl?-ts of any Indian State and the J'ights 
and dignity of tIle ;Ruler thereof" for" the protection of the rights 
of any India~l State" as the definition of the Governol'-General's 
and Governors' special responsibility in relation to the States 
is intended to provide the means of securing for the Rulers 
recognition of the personal status which haa always'been accorded 
to them in British India. . 

Clause 16. -The Bill as.' it stands secures for the Federal 
Advocate-General a statutory rig4t of audience" in all Courts in 
British Indiaand in any Federat-ed State." The second amend­
ment confines this right, so far as State Courts are concerned, to 

. cases which involve Feder9-l interests. . 
Clause 38 (and. clause 84).-The power of the Governor to make 

rules prohibiting the discussion of, or the asking of questions on 
any matter connected with an Indian State subject to certain 
exceptions stated in the clause (84), was amended in Committee 
to include any matter connected not ml:'rely with the State, but 
with the Ruler thereof. It was, in . any case, of course, intended 
to make on Report Stage a similar amendment to clause 38. The 
amendments now proposed, hmvever, extend th~ scope of ihis 
to members of the ruling family inthe State. 

Clause 40 (and clause 86).-The prohibition of discussion in 
the Legislature of the conduct of Judges of the Federal Court and 
High Courts is extended by the amendments on these clauses to 
cov.er Judges of a Court recognised as a High Court in a Federated 
State. 

Clause 45.-The proviso and new subsection to be added to 
this clause have two purposes :.-

(a) The proviso meets the point raised in Committee that the 
carrying on of the govern'ment by Ii Proclamation under 
this clause in the case of a constitutional breakdown 
should not be permissible, as it was under the Bill as' 
it stands, for an indefinite period. The proviso now 
secures that the approval of Parliament to the con­
tinuation of a Proclamation under this clause for more 
than six months. shall be required at six-monthly 
intervals and not merely once and for all; and further, 
that in no case shall a Proclamation under this clause 
continue in op{>ra~ion for more than three years. 
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(b) The new sub-clause secures that, on the expiry of three years, 
if the government of the Federation cannot be carried on 
under the Act as it stands and amendment of the Act is, 
therefore, required, any such amendments shall, so far as 
the States are concerned, be subject to the provisions of 
'sub-clause (5) of clause 6 as amended and Schedule II. 
In this respect the new sub-clause (4) gives effect to the 
intentions of the Government as expressed in answer to 
the States' objections to this clause under " clause 45 " 
(page 47 of the White Paper). 

Clause lOl.-The first two amendments to this clause are merely 
drafting: the third is consequential on the revised form of 
clause 6. 

Clause 106.~Here again the amendments are merely drafting in 
the sense that they make explicit in relation to the States what 
was always the intention of the clause. 

Clause 116.-The first amendment to this clause is consequential 
. on an amendment made in Committee, whereby the words 
" payable out of the revenues of the Federation or of a Province" 
were substituted for the phrase" paya'ble out- of public moneys" 
in sub-clause (1), lines 32-3, in order to make it clear that this 
clause does not apply directly to the States. The amendment 
removes the same phrase from the proviso. 

As regards the second, third and fourth amendments, sub­
clause (2) of this clause as drafted enables an Indian Legislature 
to attach certain specified conditions to eligibility for a subsidy 
in the circumstances stated in the sub-clause. These conditions­
as to the place of incorporation of a company and as to the race 
of the directors or of the persons for whom training facilities will 
be given-are at present confined to British India and British 
Indians. The amendments will enable these conditions to be 
applied to Federated States and their subjects. 

Clause 122.-These amendments are designed, without making 
any change in the clause, to meet the States' point that it is 
beyond the scope of this Bill to require them to secure respect for 
their own laws. Sub-clause (1) as amended would read:-

" The executive authority of every Province and Federated 
State shall be so exercised as to secure respect for the laws of 
the Federal Legislature which apply in that Province or 
State." 

Clause 124.-Sub-clause (3) of this clause enables the Federal 
Legislature in passing a Federal Act to "conIer powers and 
impose duties upon the State or officers and authorities thereof," 
the provisions in this respect being parallel to that relating to the 
Provinces in sub-clause (1). The amendment requires that the 
officers and authorities empowered in a State are "to be persons 



7 

designated by the Ruler." This is the more necessary in that the 
no~e.nclature of State o~cials is not uniform throughout India, 
as It IS for the most part III the case of the Provinces. The point 
was dealt with in the White Paptlr, page 38, under" clause 123." 

Clause 125.-The amendment imports the same provision as is 
included in clause 6 (9) as amended, dispensing with formal proof 
of an agreement under this section when produced before a Court 
owing to the close connection which will be established betwee~ 
agreements under clause 125 and the Rulers' Instruments of 
Accession. 

Clause 128.-The first amendment is consequential on the new 
Bub-clause (2) to be inserted in clause 8. The words" so far as it 
is exercisable in the State" were inserted in Committee at the end 
of sub-clause (1), and this further addition is therefore in further 
amplification of the undertaking given in the White Paper, 
clause 127, page 38. 

The second amendment provides that the Ruler may make 
representations to the Govemor-General before any directions 
under the clause are received. The third amendment is intended 
to enable a State to obtain a ruling from the Federal Court if any 
question arises under this clause as to whether the Federal 
Government can, in fact, legally claim executive authority in the 
matter in relation to which the Governor-General proposes to 
issue directions to the State under the clause, 

These two amendments may therefore be regarded as being in 
further amplification of the observations made iIi the second 
paragraph under clause 127 on page 39 of the White Paper. 

Olause 138 (second and thi,'d amendments),-These two amend~ 
ments are related to the point dealt with in the White Paper on 
page 39 under "clause 1:~6" (now clause 138).. For the reasons 
given in the White Paper it is. not proposed to fix in the Bill the 
percentage of taxes on income to be permanently assigned to the 
Federation as the States suggested. This percentage would of 
course have been fixed before the States acced.e to the Federation. 
The first of. these two proposed amendment~ would, however, have 
the effect of preventing any subsequent Order in Council from 
diminishing the percentage originally assigned to the Federation 
by Order in Council and thereby perhaps increasing the chances 
of an imposition of a Federal surcharge on taxes on income, to 
which the States would have to contribute. 

'fhe second of these two amendments is connected with a similar, 
though som.ewhat less important, point, . and prevents the two 
periods to be fixed by Order in Council which govern the handing 
over of the Provincial share of taxes on income from being reduced 
once these periods have been prescribed by Order in Council. 

Clause 138 (fourth amendment).-This provides that if the 
Governor-General is considering the postponement of· the process 
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of handing over the Provincial share of taxes on income he 
sliouln be required to consult not merely Federal and Provincial 
interests but also State interests before he reaches his decision. 
Any decision on this point migllt have reactions on the States . 

. Olause 139.-This amendment completes the machinery required 
for the assessment of a contribution by a State which elects to pay 
the equi valent of Corporation Tax direct to the Federation. 

Clause 141.-This amendment concerns a. point dealt with in the 
White Paper on page 40, paragraph (ii). On further examination 
there has proved to be no objection to transferring to the Act (as 
is proposed by tbis amenchilent) the conditions which were to be 
inserted in the Goverllor-General's Instrument of [nstructions 
(paragraph XXIII of the draft) which the Governor-General has to 
satisfy himself have been fulfilled before a Bill imposiug a Federal 
surcharge is introduced. 

Clause 148 (th1'rd, fourth, fifth, sixth and seventh .amend­
ments ).-These are drafting amendments which do not alter the 
general effect of the clause, but more correctly describe some of 
the items mentioned in (a) to (e) of subsection (6). 

Olause 148 (eighth amendment).-This is in effect a drafting 
amendment the object of which is to make it possible for the 
Instrument of Accession to contain a complete credit and debit 
account of the contributions, immunities, &c., which will be 
releva~t in the case of any given State for the purpose of its 
accesSIOn. 

Olause 150 (jil'st and second amendments).-The first two 
amendments are inserted to prevent any possibility of the clause 
being interpreted in such a way as to allow tbe Federation when 
making a distribution of taxes to which clause 150 applies to take 
into account arrears of immunities, &c. It was, of course, only 
intended that the immtluities should be taken into account as from 
the clate from ",·hich a distribution takes place. 

Clause 150 (third amendment). -This amendment limits the 
possible set-off against a d;'ibution of a tax to immunities, &c., 
enjoyed in relation to the ~ Jject-matter of that tax and prevents 
a set-off against immunities of a different kind. 

Clause 186.-The amendments on this clause all operate on 
snb-clause (2) and are intended to secure that the provisions of 
that scib-clause relating to reimbursement by the Federation of 
the cost of a particular branch of the Hailway Police, shall be 
applicable inappropri.ate oircumstances to Federated States as 
well as to the Pro vinces. 

Clause 192.-This is a drafting amendment intended to make 
clearer the intended scope of the words in the Bill " discrimillates 
unfairly against the State." 
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Clause 202.-The two amendments to this clause are designed 
to express more accurately the scope of the original jurisdiction 
of the Federal Court, as regards aU units in relation to the first 
amendment, and as regards disputes to which a State is a party 
ill relation to the second amendment. The form of the second 
amendment is to some extent consequential on the revised form of 
clauRe 6. 

Clause 205.-This amendment, amplifying the description of 
the scope of the appellate jurisdiction of the Federal Court, is 
consequential on the second amendment to clause 202. 

Clause 208.-Paragraph (a) of the new sub-clause is conse­
quential on the proposed amendment to clause 207. Paragraph (b) 

. is intended to limit, in relation to the States, the powers of the 
Federal Court under this clause in matters arising out of its 
Federal jurisdiction proper, that is to say, to exclude from the: 
scope of this clause, so far as the States are concerned, the enforce· 
ment of any orders in relation to the" Supreme Court" appellate 
powers which may be conferred on the Court by Indian legislation 
under clause 204. This extended jurisdiction, if and when it is 
conferred, will of course have no application to the States. 

Clause 282.-':"The amendment to this clause, which was inserted 
in the Bill in Committee, merely amplifies and makes clear what 
was the intention of the clause when it was introduced. 

Clause 288.-It was never intended that any action under this 
section should make an existing Indian law apply to a Federated 
State; that will be the function of the Federal Legislature. The 
amendment makes t,his clear on the face of the Bill. 

Clause 289.-The two subsections to be added to this clautle 
are intended to preserve the existing position in relation to the 
trial of British subjects and the subjects of foreign Powers' for 
offences committed in a State. 

B.-AMENDMENTS INTENDED TO GIVE EFFEOT TO. UNDERTAKINGS 
GIVEN IN COMMITTEE. 

Clause 16 (alld clause 55), requiring the Advocate-General 
(federal and provincial) to possess the qualifications of a High 
Oourt Judge. 

Clause 17 (and clau.ge 59).-Drafting amendments to clarify 
the intention of the final words of sub-clause (2) of these clauses. 

Clause 26, first amendment (and clause 69, first amendment).-To 
extend the sentence for criminal conviction which disqualifies for 
candidature for a Legislature from one year to two years. 

Clause 28 (and clause 7l).-To lesse~ the rest~iction im~osed ?y 
this clause on the powers of the Legislaturef! In connectIon With 
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privilege, by enabling them to make refus!:tl to attend or give 
evidence before a Committee of the Legislature a criminal offence 
punishable in the ordinary course by the Courts, subject to, a 
safeguard'inrelation to evidence by officials, the disclosure of 
which would be contrary to the public interest. 

Clause 44 (and clause 90).-To provide an alternative procedure 
for the enactment of Governor-General's and Governors' Acts, 
namely, with or without reference to the Legislature, as 
circumstanceR may dictate. ' 

Clause 60.-In order to make provision for an Upper Chamber 
in Assam. 

Clause 89.-To absolve the Governor from the necessity or 
obtaining the Governor-General's concurrence in the promulgation 
of an Ordinance by t.he Governor if circumstances make this 
impracticable. . , 

Clause 91.-To make provision for the prescriptiou by Order in 
Council of Excluded and Partially Excluded Areas in consequence 
of the omission of Schedule VI. 

Clause 93.-To require the approval of Padiament at six­
monthly intervals to the continuance of a Prochplllltion under 
this clause, and to place a time-limit of three yeals in all on the 
operation of such a Proclamatiun. 

Glal1~e lOi.-A drafting amendment. 
Clause 108.-To require the previous sanction of the Governor­

General to any proposal for (lifferential taxation on nOll-residents. 
Clat/se 110.-Drafting amendments. 
Clause 113, page. 69, liue 28.--To add" the currency in which 

capital or loan capital is expressed" to the matters in respect of 
which discrimillatory requirements or conditions in relation to 
companies incorporated in the United Kingdom are debarred. 

Clause 118.--The amendments are intanded to meet two points 
raised in Committee:-

(1) That the clause as drafted would apparently prevent the 
Lflgislatures, in regulating or prescribing qualifications 
for a profession, froUl prevp-nting unqualified persons 
already practising that profession from continuing so to 
practise, even where this is clearly in the public interest. 

(2) rI'o require that rules or regulations prescribing professional 
qualifications shall be subject to annulment by the 
Governor-General or Governor, if he considers that they 
would operate unfairly as against any class of persons 
affected thereby. 

Clause .L80, page 107, line 35.-To express more clearly the 
nature of the fUllctions to be exercised by the Federal Government 
in. relation to securing safety on railways. . 
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. ctau.~ 182.-To provide a means of determininO' disputes on 
the question as to what is and what is not a qne~ion of policy 
in t.he relations between the Federal Government and the Fedel'~l 
Railway Authority. 

Clause. ] 98.-To require that the Chief. Justice of the Federai 
Court must always be a barrister or pleader of 15 years' standing. 

Clause 206.--To secure that there shall be an appeal as of right 
from the Federal Court to the Privy Council in " constitutional " 
cases, an appeal in other cases being by leave of the Federal 
Court or of the Privy Council. 

Clause 212.-To ensure that if and when the Federal Court is 
given "Supreme Court" appellate jurisdiction by the Indian 
Legislature there shall be a separate Division constituted for the 
hearing of th{)se cases. 

Clause 218.-To secnre that the Chief Justice of any High 
Court constituted by Letters Patent must be.either a barrister or 
a pleader or have served at least three years as a puisne judge. 

Clause 220.-To make the Governor-General, instead of the 
Governor, the appointing authority in respect of additional judges 
of High Courts. 

Clause 241.-The proposed new subsection is proposed in 
consequence of the omission of clause 251 from the Bill as 
introduced .. 

Clause 242.-To give the Secretary of State wider poweN in 
connection with the appointment of irrigation officers wherever 
this may be necessary. 

Clau,se 244.--To expand the matters in relation to which rules are 
required to be made by the Secretary of State himself for persons 
whom he appoints to cover general rights in regard to medical 
attendance. 

Clause 250.-The amfmdment brings pensions specifically within 
the scope of this clause. 

Clause 251, page) 43, line 3. -Expands the clause to cover Ohief 
J ndges of Small Cause Courts and Chief Presidency Magistrat.es .. 

Clause 263.-The first amendment adds to the duties of Public 
Service Commissions that of assisting in the framing and 
operating of schemes of general recruitment for Forest and other 
technical services; the second excludes specifically from the 
purview of Public I::iervice Commissions aU matters relating to 
methods of recruitment, appointment and disciplinary matters 
connected with the subordinate police. . 

Clause 293.-The amendments bring the wording of this ciause 
into line in certain respects with the wording of clause 111 (1) (b). 
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.01aus8 294.--...To expand the scope of thiR clauserelati·ng to 
expropriation so as to covel' commercial and industrial under­
takings, as well as land, by whol11sover possessed, and to require 
that any Act to which the section applies shall either fix the 
amount of compensation to be granted or specify the principles on 
which, and the manner in which, compensation is to be determined. 

Clause 299.-To enable the Governor-General, or Governor, 
as the case may be, to forward his opinion on any'aspect of a 
proposal made under this dause, and not merely his opinion as 
to its effect on minorities. 

Clause 301.-To limit f.he time within which the provisions of 
this clause maybe utilised. 

C.-AMENDME~TS WHICH MAY BE DESCRIBI<.:D FOR THIS PURPOSE AS 
DRAFTTNG OR TEUIlNICAL AMENDMENTS IN THE SENSE THA'f niE¥ 
ARE EITHER DRAFTING AMENDMENTS PROPER OR AMENDMENTS SUPPLYING 
TECHNICAL OMISSIONS OR AMPLIFYING OR CORREOTING TECHNICAL 

DETAns OF WflICH EXAMINATION HAS SHOWN THE NECESSITY. 

Clause 8 (first amendment). 22, 37, 82, 111, 113 (except the 
amendment to page 69, line 28, which is included under Head B), 
114, 124. (page 77, line 35), 127, 130, 132. 138 (first, fifth and 
sixth amendments), 144, 145, 146, ]47, 148 (first and second ' 
amendments),155, 1ti6, 167,172, 175, 177,178,179,180 (in so 
far as it is not included under Head B), 184, 185, 186 (first 
amendment), 188, 193, 195, 11)6,203, 207, 209,221,222,232, 245 
246, 247, 250 (first amendment), 251,256,259,270,271,283,295, 
300, 302 and 464. 

D.-NEW CLAUSES. 

The two clauses (one for India and the other for Burma) 
removing the sex disqualification are in pursuance of an under­
taking given in Committee. 

The second clause (exempting Provincial Governments -and 
Rulers of Federated States, subject to exceptions, from Feeleral 
taxation) carries out the undertaking given in the White Paper 
at page 42 under clause 151. 

The third clause fills a technieal gap in the Bill. 
The fourth and fifth clauses will take the place of clause 173, 

which it is proposed to omit. Tlwse two clauses are redrafts of 
the provisions now contained in clause 173, and make the 
necessary provision in regard to. the complicated and technical 
subject-matter with which they deal in a manlier which legal 
opinion regards. as more satisfactory and more complete than that 
provided by the existing clause 173. 

($770) Ps. 1554 WI, 120l-1l74 2000 5/35 I.D.P. 
I 
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INTRODUCTION 

In the course of the debates in Parliament on the Government 
of India Act it was explained that it was not then possible to 
include in the franchise provisions inserted in the Bill provision 
for the qllalifications of voters for the Council of State and for 
Provincial Upper Chambers. His Majesty's Government, therefore. 
illdicated their intention of leaving these matters to be settled in 
due course by Order in COllDcil, the drafts of which would be 
laid before Parliament for approval by Resolution under the 
provisions of section 309 of the Act. 

On 31st July the appointment was announced in Parliament 
of an Indian Delimitation Committee, the terms of reference of 
which were placed in, the Library of both Houses. The duty 
,of this Committee will be to make recommendations upon the 
delimitation of constituencies and upon numerous other points 
of detail connected with the franchi3e and elections, provision 
for which will be made by Order in Council. It is essential to 
the due discharge of this Committee's task (which, as already 
announced, is to be commenced in India at the end of September) 
that it should be in possession of a general inqication of the 
proposals which it is the present intention of His Majesty's 
Government to submit to Parliament for approval in relation to 
the franchise for the Council of State and for the Provincial Upper 
Chambers.' , -

The particulars which follow are accordingly a statement 
in general terms of the proposals which His Majesty's Government 
have now framed for this purpose; they also include proposals 'On 
two other matters of which it 'is necessary that the Delimitation 
Committee should be informed, namely, the qualifications (in so far 
as these are not already embodied in the Government of India 
Act, 1935) of voters and candidates for the Federal Legislature in 
Chief Commissioners' Provinces and the castes and tribes to be 
classi.fied as Scheduled Castes for the purposes of the Act. The 
Delimitation Committee have been instructed, in framing their 
recommendations, to take into account the present proposals, 
which will in due course be submitted for the approval of both 
Houses of Parliament in pursuance of the provisions of section 309 
of the Government of India Act, along with the other matters 
relating to elections nnder the Act which remain to be settled by 
Order in Council. 

It may be added that, so far as it is possible to estimate the 
effects of these proposals for 'the electorate for the Council of State 
without actually framing electoral rolls, His Majesty's Government 
believe that they will produce an electorate consisting in the 
aggregate of about 130,000 voters. 



4 

FHANCHISE FOB. THE COUNCIL OF HTATE AND FOR 
THE PROVINCIAL UPPER HOUSES. 

QUALlFlOATIONS' OF VOTERS FOR 'l'HE COUNCIL O~ STATE (IN ALL 
PROVINCES) AND FOR PROVINCIAL LEGISLATIVE COUNCILS IN MADRAS, 

BOMBAY, BENGAL, THE UNITED PROYINCES, BIHAR AND ASSAM. 

The qualifications a general statement of which is set out 
below in respect of the various Provinces are those which, subject 
to the provisions of the First Schedule to the Government of India 
Act, 1935, will entitle a person to vote at an election for the 
filling of a seat in the Council of State. The same qualifications 
will entitle a person to vote at an election to a seat in the 
Provincial Upper Houses in :Madras, Bombay, Bengal, the United 
Provinces, Bihar, and Assam. It should, however, be explained· 
that the European, Anglo-Indian and lndian Christian seats in 
the Council of State will be filled, not by direct election, but in 
the manner laid down in paragraph 10 of the First Schedule to 
the Government of India Act. The qualifications which entitle 
a European, Anglo-Indian or an Indian Christian to vote at an 
election for the seats reserved to tllOse communities in a Provincial 
Upper House will not therefore operate in the case of seats so 
reserved in the Council of State. 

I.-Madras. 

1. Being resident* in the constituency; and 

2.-(a) Being registered as an inamdar, ryotwari pattadar or 
occupancy ryot under the Madras Estates Land Act, 1908, in 
respect of land in the Presidency on which the assessment or rent, 
includi:o.g the water rate, is not less than Rs. 300; or 

(b) having held on the last day of the previous fasH year in the 
Presidency an estate of which the annual income is not less than 
Rs. 1,500; or 

(e) having been assessed in the previous financial year to 
income-tax on a total income of not less than Rs. 7,500; or 

(d) being in receipt from Government of a malikhana allowance 
the annual amount of which is not less than Rs. 500; or 

(e) being or having been-
(i) a non-official member of. any Legislature in British 

India; or 

• The requirements as to residence throughout will be those laid down 
in Schedule VI to the Government of India Act, 19:35. 
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(ii) a member of any Executive Councilor a Minister in 
British India; or 

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow, Honorary 
Fellow or Member of a Senate Qr Court of any 
University legally constituted in British Indi~; or 

(iv) a Judge of any High Court, Chief Court or Judicial 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in 
British India; or 

(vi) a chief officer (non-official) of certain local bodies and 
. central co-operative banks; or 

<f> being the holder of any title or honour confened by 
His Majesty the King-Emperor or of a title not lower than 
Hai Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur 
conferred by the Viceroy; or of the Kaisar-i-Hilld Medal; or 

(g) being in receipt from Government of a civil, military or 
political pension of not less than Rs.- 250 per mensem. 

Differential Qualifications for Women. 

3. Being the wife of a person who-
(a) holds in the Presidency an estate of which the a-nnual 

income is not leE'S than Rs. 3,000; or 
(b) is registered as a pattadar or an inamdar or an occupancy 

ryot under the Madras Estates Land Act, 1908, in 
respect of land in the Presidency on which the 
assessment or rent, including the water rate, is not 
less than Rs. 1,500; or 

(e) receives from Government a malikhana allowance the 
annual amount of which is not less than Rs. 3,000; or 

(d) was in the previous financial year assessed on his own 
account to income-tax on a total income of not less 
than Rs. 20,000; or 

(e) is a person entitled to vote in respect of the qu-alifications 
referred to in 2 (f) and 2 (g) above. 

Diffe1'e;'tial Qualifications for Scheduled, Castes. 

4. Being a member of one of the Schedul~d Castes who on the 
last day of the previous fasli year-

(a) was registered as a pattadar or inamdar or occupancy ryot 
under the Madras Estates Land Act, 1908, of land in the 
Presidency on which the assessment, including the water 
rate, is not less than Rs. 50; or 
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(b) was registered as a ryotwari pattadar or as an inamdar or 
occupancy ryot under the Madras Estates Land Act, 
1908, of land of which the annual rent vahle is not less 
than Us. 100; or 

(c) was a mortgagee with possession, or lessee, under a registered 
instrument, of immovable property (other than house 
property) of an annual rent of not less than Rs. 100; or 

(d) was registered jointly with the proprietor nnder section 14 
of the Malabar Land Registration Act, 1895, as the 
occupant of land of which the annnal value is not less 
than Rs. 100; or 

(e) held as ryot. or as tenant under a landholder land of which 
the annual rent valne is not Jess than Us. 100; or 

(j) held in the Presidency an estate of which the annual 
income is not less than Rs. 100; or 

5. Being a member of one of the Scheduled Castes who-
(i) was in the previous financial year assessed to an aggregate 

amount of Us. 20 or more either in Madras City or in a 
Municipality elsewhere in the Presidency, in respect 
of property tax or profession tax; or 

(ii) was in the previous financial year assessed to income-tax. 

n.-Bombay. 

1. Being resident in the constituency; and 

2.-(a) Being the holder or tenant of land asse8sed at or of the 
assessable value of not less than Rs. 350 land revenue per annUlll ; oi' 

(b) being assessed to income-tax on an income of not less than 
Rs. 15,000 per annum; or 

(c) being or having been-
(i) a Don-official member of any Legislature in British 

India; or 
(ii) a member of any Executive Councilor a Minister ill 

British India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 

li'ellow or Mem bel' of a Senate or Court of any 
U Iliversity legally constituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial 
Commissioner's Court in British India; or 

t v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

(vi) a chief officer (non-official) of certain local bodies and 
central co-operati ve banks; or 
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(d) being the holder of any title or honour conferred by 
His Majesty the King-Emperur 9r of a title not lower than Hai 

'Bahadur, Rao Bahadur, Sardar Babadur or Khan Bahadur 
conferred by the Viceroy; or of the Kaisar-i-IIind Medal; or 

(e) being in receipt of a Government pensiun, civil, military or 
political, of not less than Rs. 250 per mensem; or 

(f) being a Sardar, Inamdar, or Talukdar of an entire village, or 
an alienee of an entire village. 

Differential Qualifications for Women. 

3. Being the wife of a person-
(i) possessing the property qualifications at present entitling 

to a vote for the Council of State; or 
(ii) entitled to vote in respect of the qualifications referred 

to in 2 (d) and 2 (e) above. 

Differential Qualifications for Schedulea.Castes. 

4.-(a) Being the, holder or tenant of land assessed at, or of 
the assessable value of, not less than Rs. 50 per annum; or 

(b) occupying in a municipal, cantonment or notified area Ii 
house of the annual rental value of not less than Rs. 201, or of. 
a capital value of not less than Rs. 3,350. 

III.-Bengal. 
1. Being resident in the constituency; and 
2. -(a) Paying land revenue or cess at the following rates:--' 

General Mohammedan 
Presidency and Burdwan divisions L.R. 2,000 '} (All divisions) 

Cess 500 L. R. 250 
Rajshahi, Dacca and Chittagong , L.R. 1,500 Cess 50 

divisions. Cess 350 
or, 

(b) being assessed to income-tax on an income of not less than 
Rs. 5,000 per annum; or 

(c) being or having been-
(i) a non-official member of any Legislature in British 

India; or 
(ii) a member of any Executive Councilor a ;\finister in 

British India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 

Fellow or a Member of a Senate or Court of auy 
University legally cunstituted in British India; or 
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(iv) a Judge of any High Court, Chief Court, or Judicial 

Commissioner's Court in British Ind ia; or 
(v) a Sheriff or. Mayor of any Municipal Corporation in British· 

India; or 
~vi) a chief officer (non-official) of certain local bodies and 

central co-operative banks; or 

(d) being the holder of any title or honour mnferred by His 
Majesty the King-Emperor, or of a title not lower than Rai 
Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur 
conferred by the Viceroy; or of the Kaisar-i-Hind Medal; or 

(e) being in receipt. of a Government pension, civil, military or 
poliJical, of not less than Rs. 250 per mensem. 

Differential Qualifications for Women. 

3. Being the wife of a person-
(i) possessing the property qualification at present entitling 

to a vote for the Council of State; or 
(ii) entitled to vote in respect of the qualifications referred 

to in 2 (d) and 2 (e) above. 

IV.-United Provinces. 

i. Being resident in the constituency; and 

2.-(a) Being the owner of land in the constituency in respect 
of which land revenue of not less than Us. 1,000 (in the hill 
paltis of Kumaon Us. 1(0) per annum is payable; or 

(b) being the owner of land in the constituency £ree of land 
revenue, if the land revenue nominally assessed on such land for 
determining the amount of rates payable in respect of the same, 
either alone or together with any land revenue payable by him as 
owner in respect of other land in the constituency, is not less than 
Rs. 1,000 (in the hill pattis of Kumaon Rs. 100) per annum; or 

(e) being a tenant of agricultural land who pays a rent of not 
less than Rs. 1,500 (in the hill pattis of Kumaon Rs. 100) 
per annum; or 

(d) being an under-proprietor in Qudh who pays a rent of not 
less than Rs. 1,000 per annum; or 

(e) being assessed to income-tax on au income of Rs. 4,000 per 
annum and over; or 

(f) being or having bee11-
(i) a non-official member of any Legislature In British 

India; oj' 
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(ii) a member of any Executive Councilor a Minister in 
British India; or 

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 
Fellow or Member of a Senate or Court of any 
University legally constituted in British India.; or 

(iv) a- Judge of any High Court, Chief Court, or Judicial. 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

(vi) a chief officer (non-official) of certain local bodies and 
central co-operative b:mks; or 

(g) being the holder of any title or honour conferred by Hi!! 
Majesty the King-Emperor or of a title not lower than Rai BahOOur, 
Rao Bahadur, Sard31' Bahadur or Khan Bahadur conferred by 
the Viceroy; or of the Kaisar-i-Hind Medal; or 

(h) being in receipt of a Government pension, civil, military or 
political, of not less than Rs. 250 per mensem. 

DiffeTential Qualifications fOT Women. 

3. Being the wife of a person-
(i) possessing the property qualifications at present entitling 

to a vote for the Council of State; or 
(ii) entitled to vote in respect of the qualifications referred 

to in 2 (g) and 2 (h) above. 

Differential Qualifications lOT Scheduled Castes. 

4.-(a} Being the owner of land in the constituency-
(i) in respect of which land revenue of not less than Rs. 200 

is payable; 
(ii) free of land revenue, if the land revenue nominally 

assessed on such land for determining the amount of 
rates payable in respect of the same, either alone or 
together with any land revenue payable by him as 
owner in respect of other land in the constituency, 
amounts to not less than Rs. 200 per annum; or 

(b) a person paying in respect of agricultural land in. the 
constituency a rent of Rs. 500 per annum and over; or 

(c) being assessed to income-tax on an income of not less than 
Rs.2,000 per annum; or . 

(d) being an under-proprietor in Qudh who pays a rent of not 
less than Rs. 200 p'er annum; or 

(e) being the holder of any title. 
B 
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V.-Punjab. 

1. Being resident in the constituency; and 

,.2.-(a) Being liable to payment, or an assignee, of land revenue 
of not less than Rs. 250 per annum.; or 

(b) being assessed to income-tax on an income of not less than 
-Rs. 5,000 per annum; or 

(c) being 6r having been-
(i) a non-official member of any Legislature in British India; or 
(ii) it member of any Executive Councilor a Millister in 

British India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, ,Fellow or Honorary 

Fellow or Member of a Senate or Court of any 
University legally constituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial 
Commissioner's Court in British India ; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

(vi) a chief officer (non-official) of certain local bodies and 
central co-operative banks; or 

(vii) a Provincial Darbari; or 

(d) being the holder of any title or honour conferred by 
His Majesty the King-Emperor, or of a title not lower than 
Hai Bahadur, Rao Bahadur, Sardar Bahatlur or Khan Bahadur 
conferred by the Viceroy; or of the Kaisar-i-Hind Medal; or 

(e) being a person in receipt of a Government pension, civil, 
military or politi('al, of not less than Us. 250 per mensem. 

Differential Qualifications for Women.* 

3. Being the wife of a person-
(a) possessing the property qualifications at present entitling 

to a vote for the Council of State; or 
(b) possessing the qualifications referred to in 2 (d) and 2 (e) 

above. 

Differenti~l Qualifications for Scheduled Castes. _ 

4.-(a) Being a member or ex-member of a panel of members 
of the Scheduled Castes for the purposes of election to a seat in the 
Punjab I.egislative Assembly reserved for Scheduled Castes; or 

(b) being or IJaving heen a member of a local body. 

• 'file special differential qualifications proposed for women will be 
registered on application only. 
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VI.-Bihar. 

1. Being resident in the constituency i and 
2.·-(a) Being liable to payment of land reveriue or cess at the 

following rates per annum :-

Non-Mohammedan 

Mohammedan 

Rs. 
L. R. 600 
Cess 100 
L. R. 375 
Cess 62!, or 

(b) being assessed to income-tax on an income of not less than 
Us. 7,500 per annum i or 

(c) being or having been-
(i) a non-official member of any Legislature in Dritish India i or 

. (ii) a member of any Executive Councilor a Minister in 
Bri tish India i or 

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow. or Honorary 
Fellow or . Member of a Senate or Court of any 
University legally constituted in . British India i or 

(iv) a Judge of any High Court,Chie£ Court, or Judicial 
Commissioner's Court in British India i or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India i or 

(vi) a chief' officer (non-official) pf c~rtain local bodies aud 
central co-operative banks i or 

(d)-(i) in the districts of Hanchi, Singhbhum, or the Santal 
Parganas, being a headman styled Parganait or Manki and who is 
a member of a backward tribe i or 

(ii) in the districts of ManbhuIll and Singhbhum, being a 
headman styled. Tarafsardar irrespective of whether he is also a 
member of a backward tribe jor 

(e) being the holder of.any title or hbnour conferred by Bis 
Majesty the ·King-Emperor, or. of a title not" lower than Hai 
Bahadur. Rao Bahaaur, Sardar Bahaduror Khan Bahadurconferred 
by the Viceroy; or of the Kaisar-i-Hind Medal· i or 

(1) being in receipt of a Government pension, civil, military 
or political, of not less than Rs. 150 per mensem. 

Differential Qualifications for Women. 

3. Being the wife of a person-
(i) liable to payment of land revenue of -Rs. 2,400 or ceRs of 

Us. 400 in the case of non-Mohammedans. or of limd 
revenue of Rs. 1,200 or cess of Us. 200 ill the case of 
:Mohammedans; or 
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(ii) assesseu to income-tax on· an lIlcome of Rs. 20,000 a 
year or over; or 

(iii) possesRing the qualifications referred to in 2 (e) anu 
2 (f) above. 

Differential Qualification jor Scheduled Castes. 

4. Being a member or an ex-member of a panel of members of 
t.he Scheduled Castes for the purposes of election to a Beat in the 
Bihar Legislatiye Assembly reserved for Scheduled Castes. 

VII.-The Central Provinces and Berar. 

1. Belng resident in the constituency; and 

2. -(a) Holding land assessed or assessable to land revenue of not 
less than Rs. 500 per annum; or 

(b) being assessed to income-tax on an income of not less than 
Rs. 7,000 per annum; or 

(c) being or having been:-
(i) a non-official member of any Legislature in British 

India; or 
(ii) a member of any Executive Councilor a Minister in British 

India;' or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 

Fellow or Member of a Senate Qr Court of any 
University legally cOllRtituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

(vi) a chief officer (non-official) of certain local bodies· and 
central co-operative banks; or 

(d) being the holder of any title or honour conferred by His 
Majesty the King-Emperor, or of a title not lower than Uai 
Bahadllr, Rao Bahadm, Sardar Bahadur or Khan Bahadur conferred 
by the Viceroy; or of the Kaisar-i-Hind Medal; or 

(e) being in rec0ipt of a Government pension, civil, military or 
political, of Rs. 200 per mensem or over. 

"'i ... 

Differential Fra.nchisc jor lV omen. 

3. Being the wife of a person-
(i) liable to payment of land revenue of not less tLan 

. Rs. 3,000 per annum; or 
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(ii) assessed to income-tax: on an income of not less than 
Rs. 20,000 per annum; or 

(iii) possessing the qualifications refelTed to in 2 (d) and 
2 (e) above. 

Differential Qualifications jor Seheduled Castes. 
1. Being liable to payment of land revenue of not less than 

Hs. 100 per annum. 
2. Being assessed to income-tax: of any amount. 

VIII.-Assam. 
1. Being resident in the constituency; and 

2.-(a) Being liable to payment of land revenue of not less than 
Rs. 500 or local rate of not less than Us. 50 per annum; or 

(b) being assessed to income-tax: on an income of not less than 
Rs. 3,000 per annum; or 

(c) being or having been-
(i) a non-official member of any Legislature in British 

India; or 
(ii) a member of any Executive Council or a Minister in British 

India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 

Fellow, or Member of the Senate or Conrt, of any 
University legally constituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial Com­
missioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

(vi) a chief officer (non-official) of certain local bodies and 
central co-operative banks; or 

(d) being the holder of any title or honour confelTed by His 
Majesty the King-Emperor or of a title not lower than Rai 
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadur con­
ferred by the Viceroy; or of the Kaisar-i-Hind Medal; or 

(6) being in receipt or a Government pension, civil, military or 
political, of Rs. 100 per mensem or over. 

Differential Franchise jor Women. 
3. Being the senior wife of an elector-

(a) possessing double the minimum property or income-tax 
qualification proposed above; or 

(b) possessing the qualifications referred to in 2 (d) and 2 (e) 
above. 

c 
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D-i.tferential Qualifications for Scheduled Castes. 

4. -- (i) Being assessed to payment of income-tax of any a~ount. 
(ii) Being liable to payment of land revenne at the rate of not 

less than Rs. 150 per annum, or of local rates amounting to Rs. 15 
per annWll. 

IX.-The North-West Frontier Province. 
1. Being resident in the constituency; and 

2.-(a) Being the owner of immovable property not being land 
assessee! to land revenue of a value of not less than Rs. 20,OUO; or 

(b) being the· owner of not less than 200 acres irrigated or 
400 acres unirrigated land; or 

(c) heing assessed to or the assignee of land revehue of Rs. 250 
per aJ;lnum or over; or 

(d) being a tenant of immovable property (not being land 
assessed to land revenue) paying rent of not less than Rs. 600 per 
annum; or 

(e) being the owner of immovable property (not being land 
assessed to land revenue) receiving rent of not less than Rs. 1,200 
per annum; or . 
- <I) being the recipient of a jagir or barat of not less than 
Rs. 250 per annum; or 

(g) being assessed to income-tax on an income of not less than 
Us. 4,000 per annum; or 

(h) being or having been-
(i) a non-official member of any Legislature In British 

India; or 
(ii) a member of any Executive Councilor a Minister in 

British India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 

Fellow or Member of the Senato or Court of any 
University legally constituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

<vi) a chief officer (non-official) of certain local bodies and 
central co-operative banks; or 

(vii) a Provincial Darbari; or 

(i) being the holder of any title or honour conferred by His 
Majesty the King-Emperor, or of a title not lower than Rai 
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadur con­
ferred by the Viceroy; or of the Kaisar-i-Hind Medal; or 

(j) being in receipt of a Government pension, civil, military or 
political, of Rs. 100 per mensem or over. 



15 

Differential Qualifications for W omen.* 

3. Being the wife of a person who-
(a) is assessed to or is the assignee of land revenue of not 

less than Rs. 500 per annum; or 
(b) is in receipt of a jagir or barat of not less than Rs. 500 

per annum; or 
(e) is the owner or tenant of immovable property (not being 

land assessed to land revenue) receiving or paying 
rent of 110t less than Rs. 2,400 per annum; or . 

(d) is the owner of immovable property (not being land 
assessed to land revenue) of a value of not less than 
Rs. 30,000; or 

(e) was during the previous financial year assessed to income­
tax on an income of not less than Rs. 8,000; or 

(j) possesses the qualifications referred to in paragraphs 2 (i) 
and 2 (j) above. 

X.-Orissa. 

1. Being resident in the constituency; and 

2.-(a) Being liable to payment of land revenue or cess at 
the following rates per annum:~ 

Non-Mohammedans 

Mohammedans -

or 

Rs. 
L.R. 800 
Cess 100· 
L.R. 400 
Cess 50 

(b) being assessed to income-tax on an income of not less than 
Rs. 10,000 per annum; or 

(e) being 01' having been-
(i) a non-official member of any Legislature in British 

India; or 
(ii) a 

(iii) a 

(iv) a 

member of any Executive Councilor a Minister in 
British India; or 

Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 
Fellow or Member of the Senate or Court of any 
University legally constituted in BritiRh India; or 

Judge of any High Court, Chief Court, or Judicial 
Cmnmissioner's Court in British India; or 

• The special differential qualificatioIls proposed for women will be 
registered on application only. 
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(v) a Sheriff or Mayor of any Municipal Corporation in British 
India j or 

(vi) a chi~f officer (non-official) of certain local bodies and 
central co-operative banks j or 

(d) being the holder of any title or honour conferred by His 
Majesty the King-Emperor or of a title not lower than Rai 
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadur con­
ferred by the Viceroy j or of the Kaisar-i-Hind Medal; or 

(e) being in receipt of a Government pension, civil, military or 
political, of not less than Rs. 150 per mensem. 

Differential Qualification for Women. 

3. Being the wife of a person-
(a), liable to payment of land revenue or cess of not less than 

the following amounts per annum :-
Rs. 

Non-Mohammedans - - L.R. 3,200 
Cess 400 

Mohammedans - - L.R. 1,000 
Cess 125 

or 
(b) assessed to income-tax on an income of not less than 

Rs. 20,000 per annum; or 
(c) possessing the qualifications referred to in 2 (d) and 2 (e) 

above. 

Diffe.rential Qualification for Scheduled Oastes. 
4. Being a member or an ex-member of a panel of members 

of the Scheduled Castes for the purposes of election to a seat in 
the Orissa Legislative Assembly reserved for Scheduled Castes. 

XI.-Sind. 
1. Being resident in the constituency; and 

2.-(a) Being a first- or second-class jagirdar in Sind; or 
(b) being a person who in each of the three revenue years· 

preceding the publication of the roll has paid not less than 
Rs. 1,000 land revenue; or 

t c) being assessed to income-tax on an income of not less than 
Rs. 12,500per annum;. or 

(d) being or having been-
(i) a non-official member of any Legislature 1ll British 

India i or 
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(ii) a member of any Executive Councilor a Minister in 

British India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary 

Fellow or Member of the Senate or Court of any 
University legally constituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
India; or 

(vi) a chief officer (non-official) of certain local bodies and 
central co-operative banks; or 

(e) being the holder of any title or honour conferred by His 
Majesty the King-Emperor or of a title not lower than Rai Bahadur, 
Hao Bahadur, Sardar Bahadur, 01' Khan Bahadur conferred by 
the Viceroy; or of the Kaisar-i-Hind Medal; or 

(f) being in receipt of a Government pension, civil, military or 
political, of not less than Rs. 250 per mensem. 

Differential CJualification for Women.~! 

3. Being the wife of a person who is-
(i) liable to payment of land revenue of not less than 

Rs. 3,000 per annum; or 
(ii) assessed to income-tax on an allnual income of not less 

than Us. 30,000. 

41 Registration of women qualified in respect of the wifehood qualifica.tion 
will be on application only. 
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CHIEF CO;\fMISSIONERS' PROVINCES. 

QUALIFI,OATlUNS OF ELECTORS, AND, IN CERTAIN CASES, 
OF CANDIDATES. 

I.-British Baluchistan. 
His Maj esty' s· Governmen t propose that the seats allotted to 

British Baluchistan in the Federal Assembly and the Council of 
State shall be filled by nomination by the. Governor-General, and 
no question of prescribing a qualification for voters will therefore 
arise. 

The qualification for candidates will be-
(1) being a member of the Shahi Jirga; or 
(2) being or having been a member of a Municipal Committee, 

who has been domiciled in Baluchistan for not less 
than two generations, and who possesses unencumbered 
immovable property in Baluchistan of the value of 
not less than Us. 50,000. 

H.-Delhi. 
FEDERAL ASSEMBLY SEAT. 

Qualifications of Voters. 

1. Being resident in the constituency j and 
2.-(a) Being the owner of immovable property (not being land 

assessed to land revenue) of a value of not less than Rs. 4,000, or an 
annual rental vaiue of not less than Rs. 96, or the tenant of such 
property of an annual rental value of not less than Rs. 96 j or 

(b) being liable to payment of direct municipal 01' cantonment 
tax: of Rs. 50 or over; or 

(c) being the owner or the tenant with right of occupancy as 
defined in Chapter II of the Punjab Tenancy Act, 1887, of land 
paying land revenue of Rs. 25 or over; or 

Cd) being the tenant of Crown land, rented at Us. 25 per annum 
or over, on a lease of not less than three years j or 

(e) heing the assignee of land revenue amounting to not less 
than. Us. 50 per annum; or 

(j) being It village officer or headman zaildar, inamdar, 
sufedposh or lambardur) in the constituency; or 

(g) being assessed to income-tax; or 
(h) having passed the examination for Matriculation or the 

School Leaying Certificate. or an examination accepted by the 
Local Government as the equivalent thereof; or 

(i) being a retired, pensioned, 01' discharged officer, nOIl­

commissioned officer, or soldier of His Majesty's Hegular Military 
Forces, or of the Indian rrerritorial 01' Indian Auxiliary Forces, or 
a retired, pen:;:ioned 01' discharged officer or man of the Indian 
1'01ice Force. 
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Qualifications of Oandidates. 
To be eligible as a candidate a person must possess the 

qualifications laid down jn Schedule I,. Part I, paragraph 1, of 
the Government of India Act, 1935, and must be a voter in the 
constituency. 

COUNCIL OF STATE. 

The qualifications proposed for voters for the seats allotted to 
Delhi in the Council of State will be identical with· those 
proposed for the Punjab in Section V above, except that the 
amount of annual income for the purpose of the income-tax 
qualification will be Rs. 10,000 or over. 

III.--Ajmer Merwara. 
FEDERAL ASSEMBLY SEAT. 

Qualifications of Voters. 
1. Being resident in the ~onstituency; and 
2.-(a) Having been the owner or tenant in the constituency for 

the 12 months preceding the date of publication of the electoral 
roll of immovable property, not being land assessed to or gl'anted 
free of land revenue, but including any building erected on such 
land of the value of not less than Rs. 1,500 or of an annual rental 
of not less than Rs. 150; or 

(b) being the owner of land in the constituency assessed to land 
revenue of not less than Rs. 20 per annum, or the assignee of land 
revenue of not less than Rs. 20 per annum; or 

(c) being liable to payment of rent of not less than TIs. 50 per 
annum as a tenant of agricultural land of which he has been the 
tenant during the three years preceding the date of publication of 
the electoral roll; or 

(d) being assessed to income-tax; or 
(e) being a head bhumia or a village headman of a Khalsa, or 

Istimrari, or a, J agir village; or 
(f) being a retired, pensioned, or discharged officer,. non-commis­

sioned officer, or soldier of Bis Majesty's Regular Military Forces, 
or of the Indian Territorial or Indian Auxiliary Forces, or a retired, 
pensioned or discharged officer or man of the Indian Police Force. 

Qualifications of Oandidates. 
To be eligible as a candidate a person must possess the 

qualifications laid down in Schedule I, Part I, paragraph 1, of the 
Government of India Act, 1935, and must be a voter in the 
constituency. 

COUNCIL OF STATE. 

1. Being resident in the constituency; and 
2.-(a) Being the owner of land paying land revenue of not less 

than Rs. 150 per annum or being an assignee of land revenue· of 
the same amount i or 
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(b) paying rent for agricultural land of not less than Rs. 150 
per annum; or 

(e) being assessed to income-tax on an income of Rs. 4,000 per 
annum or over j or 

(d) being or having been-
(i) a non-official member of any Legislature in British 

India; or 
(ii) a member of any Executive Councilor a Minister in 

British India; or 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow, Honorary 

Fellow, or Member of the Senate or Court of any 
University legally constituted in British India; or 

(i v) a Judge of any High Court, Chief Court or Judicial 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in 
British India; or 

(vi) a chief officer (non-official) of certain local bodies and 
central c(H)perative banks j or 

(e) being the holder of any title or honour conferred by His 
Majesty the King-Emperor or of a title not lower than Rai 
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadnr 
conferred by the Viceroy; or of the Kaisar-i-Hind Medal; or 

(f) being in receipt of a Government pension, civil, military or 
political, of not less than Rs. 250 per month. 

Differential Qualifications for Women. 
3. Being the wife of a person who-
(i) is assessed to income-tax on an income of not. less thau 

Rs. 10,000 per annum; or 
(ii) owns land as!;essed to land revenue of not less than 

Rs. 500 per annum; or 
(iii) holds land free of revenue assessable to not less than 

Rs. 500 per annum j or 
(iv) possesses the qualifications referred to in 2 (e) and 2 (f) 

above. 

IV.-Coorg. 
FEDERAL ASSEMBLY SEAT. 

Qualifications of Vote1'S. 
Election to the seat reserved for Coorg in the Federal Assembly 

will, under the terms of Schedule I, Part I, paragraph 24 of the 
Government of India Act, be by the Coorg Legislative Council. 

The following modifications of the existing franchise are 
proposed for the Coorg Legislative Council :-

1. Being resident in the constituency; and 
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2.-(a) Being liable to payment of jama assessment of not less 
than Rs. 2. 8 or sagu assessment of not less than Rs. 5, or combined 
assessment of not less than Rs. 2. 8 calculated at jama rate; or 

(b) being liable to payment of house or municipal tax of not 
less than Rs. 5; or 

3. Being,a retired, pellsioned or discharged officer, non-commis­
sioned, officer or soldier of His Majesty's Regular Military Forces, or 
of the Indian Auxiliary or Indian Territorial Force, or a retired, 
pensioned or discharged officer or man of the Indian Police Force; or 

4. Being in possession of a completed secondary sch001 leaving 
certificate (in the case of women, the lower secondary standard) .. 

COUNCIL OF STATE SEAT. 

Qu,alifieatiolls of Voters. 
1. Being resident in the constituency; and 
2.-(a) Being liable to payment of an aggregate assessment of" 

not less than Rs. 200, the assessment on jama land being calculated 
at Sagu rate; or 

(bl being assessed to income-tax on an income of not less than 
Hs. 5,000 per annum; or 

(c) being or having been-
(i) a non-official member ofany Legislature in British India; or 
(ii) a member of any Executive Council or a Minister III 

British India; or . 
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow, Honorary 

Fellow, or Member of the Senate or Court of any 
University legally constituted in British India; or 

(iv) a Judge of any High Court, Chief Court, or Judicial 
Commissioner's Court in British India; or 

(v) a Sheriff or Mayor of any Municipal Corporation in British 
. India· 01· 

(vi) a chief dfficer (non-official) of certain local bodies and' 
central co~operative banks; or 

(d) being the holder of any' title or honour conferred by His 
Majesty the King-Emperor or of a title not lower than Rai 
Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur con­
ferred by the Viceroy; Or of the Kaisar·i-Hind Medal; or 

(e) being in receipt of a Government pension, civil, military, 
or political, of not less than Rs. 150 per month. 

Differential Franchise for Women. 
3. Being the wife of a person-

(i) possessing double the minimum property or income-tax 
qualification referred to in paragraph 2 above; or 

(ii) possessing ihe qualification referred to in 2 (d) and 2 (e) 
above. 
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SCHEDULED CASTES. 
The" Scheduled Castes," for the purposes of paragraph 26 of 

Part I of the First Schedule to the Government of India Act, 
11:)35·, will he as follows :-

Adi-Anuhra 
Adi-Dravida 
Adi-Karnataka 
Ajila 

;*Amnadan 
Arunthuthiyar 
Baira 
Bakuda 
Bandi 
Bariki 
Battada 
Bavuri 
Bellara 
. Byagari 
Chachati 
Chakkiliyan 
Chalavadi 
Chamar 
Chand ala 
Cherurnan 
Dandasi 
Devendrakulathan 

;'!Dombo 
Ghasi 
Godagali 
Godari 
Godda 
Gosangi 
Haddi 

Asodi 
Bakad 
Bhambi 
Bhangi 
Chakrawadya-Dasar 
Chalvadi 

L -Madras. 
Hasla 
Holeya 
Jaggali 
Jambuvulu 

;"Kadan 
Kalladi 
Kanakkan 

~! Karimpalan 
*KatLunayakan 

Kodalo 
Koosa 
Koraga 

*Kudiya 
*Kudubi 

Kudumban 
Kuravan 

;'!Kurichchan 
;,~Kurumall 

Madari 
Madiga 
Mail a 
Mala 
Mala Dasu 

;,~Malasar 

,.Mat~ngi 
"'Mavllan 
Moger 
Muchi 
Mundala 

H.-Bombay. 

Chambhar or Mochi-
. gar or Samagar 

Chena-Dasaru 
Chuhar or Chuhra 
Dakaleru 
Dhed 

Nalakeyava 
Nayadi 
Paga dai 
Paidi 
Painda 
Paky 
Pallan 
Pambada 
Pamidi 
Panchama 
Paniyan • 
Pallniandi 

~!Pano 

Paraiyan 
Para vall 
Pulayan 
Puthirai Vannan 
Ralleyar 
Relli 
Samagara 
Samban 
Sapari 
Semman 
Thoti 
Tiruvalluvar 
Valluvan 
Valmiki 
Vettuvan 

Dhegu-Megu 
Dhor 
Garode 
Halleer 
Halsar or Haslar or 

. Hulsavar 

• Scheduled Castes in those localities which al'e not treated as backward 
tracts for the purpose of special representation of aboriginals, . 



Holava 
Khalpa 
Kolcha or Kdgha 
Koli Dhor 
Kotegar ~North 

Kanara only) 
Lingader 
Madig or Mang 
Mahar 

Agariya 
Bagdi 
Bahelia 
Baiti • 
Rauri 
Bediya 
BeIdaI' 
Berua 
Bhatiya 
Bhuimali 
Bhuiya ' 
Bhumij 
Bind 
Binjhia 
ChamaI' 
Dhenuar 
Dhoba 
Doai 
Dom 
Dosadh 
Garo 
Ghasi 
Gonrhi 
Hadi 
Hajang 
Halalkhor. 

Agariya, 
Aheriya 
Badi 
Badhik' 
Baheliya • 
Bajaniya 

: Bajgi 
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II. -Bombay-continued. 
Mangarudi Shenva or ShindhaYH 
Meghval or Mengh- Shingdav or Shin-

war gadya' 
Mini Madig Sochi 
Mochi (except in Timali 

Gujarat) Tnri 
Mukri Vankar 
Nadia , Vitholia 

III.-Bengal. 
Hari 
Ho 
J alia Kaibartta 
Jhalo Malo 01' .Malo 
Kadar 
Kan 
Kandb 
Kandra 
Kaora 
Kapuria 
Karenga 
Ka8tha 
Kaul' 
Khaira 
Khatik 
Koch 
Konai 
Konwar 
Kora 
Kotal 
Lalbegi 
Lodha 
Lohar 
Mahar 
Mahli 

Mal 
Mallah 
Malpahariya 
Mech 
Mehtor 
Muchi 
Munda 
Musahar 
Nagesia 
Namasudra 
Nat 
Nuniya 
Oraon 
Paliya 
Pan 
Pasi 
Patni 
Pod 
Rabha 
Rajballshi 
Raj war 
Santal 
Sunri 
Tiyar 
Turi 

IV.-United 
Balahar 
Balmiki 

'Banmanus 
Bansphor 
Barwar 
Basor 
Bawariya 

Provinces. 
Beldar 
Bengali 
Beriya 
Bhantu 
Bhuiya 
Bhuyiar 
Boriya 



24 

IV.-United Provinces--continued. 
Chamar 
Chero 
Dabgar 
Dhangar 
Dhanuk (Bhangi) 
Dhal'kar 
Dhobi 
Dom 
Domar 
Gharami 
Gliasiya 
Gual 
Rabura 
Hari 

Ad Uharmis 
Bawaria 
Chamar 
Chllhra 
Dagi and Koli 
Dumna. 
Od 
Sansi 
Sarera 

I. All districts :­
Chamar 
Chaupal 
Dhobi 
Dusadh 
Dam 

Hela Majhwar 
Kalahaz Nat 
Kanjar Pankha 
Kapariya Parahiya 
Karwal Pasi 
Khairaha Patal'i 
Kharot Rawat 
Kharwar (excluding Saharya 

Benbansi) Sanaurhiya 
Khatik Sansiya 
Kol Shil pkal' 

!*Kol'i 'rharu 
Korwa Turaiha 
Lalbegi 

V.-Punjab. 

Marija (Marechai 
Bangali 
Barar 
Bazigar 
Bhanjra 
Chanal 
Dhanak 
Gagra 
Gandhila 

VI.--Bihar. 

Halalkhor 
Hari 
Kanjar 
Kurariar 
Lalbegi 

Khatik 
Kori 
Nat 
Pasi 
Perna 
Sapela 
Rirkiband 
Meghs 
Hamilasis 

Mochi 
Musahar 
Nat 
Pasi 

II. The Patna division, the Tirhut division, and the- Palamau, 
Manghyr, Bhagalpur and Purnea districts :-
Hauri Bhumij Hujwar 
Bhogta Ghasi Turi 
Bhuiya Pan 

• Excluding the Koris residing in the Meerllh, Agra. and Rohilkha.nu 
Divisions. 
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VI.-Bihar~continued. 

III. The Dhanbad subdivision 
general rural constituency:-
Bauri Ghasi 
Bhogta Pan 
Bhuiya 

and the Central l\fanbhum 

Raj war 
Turi 

VII.-Central Provinces and Berar. 
Thronghout the Central Provinces and Berar :-:-

Mehra or Mahar (except in the Harda. and Sohagpur tahsils 
of the Hoshangabad district), Basor or Burud, Mehtar or 
Bhangi, Dom, Chamar, Satnami, Moc~i, Ganda, Mang. 

In the Juboulpore, Saugor, Hoshangabad, Chhindwara, Nirnar, 
Betul and Mandla districts :-

Kori (except in the Harda and Sohagpur tabsila of the 
Hosbangahad district), Mala, Balahi or Balai. 

Throughout the Berar Division and in the Nagpur, Chanda, 
Wardha, Bhandara and Balaghat districts :-

Balahi or Balai, Madgi, Pl'adhan (except in Balaghat district), 
Ghasia, Katia, Panka, Khatik, Kaikari (except in the 
Balaghat district), Dohor. 

In the Raipur, Bilaspur and Drug districts :­
Ghasia, Katia, Panka and Dewar. 

Additional castes scheduled . in the districts specified after their 
Ilame :-

Panka [Saugor, Chhindwara (except in the Seoui subdivision)]. 
Katia [Saugor (ex~ept in the Damoh subdivision), Hoshanga­

bad (only in Ho~hangabad and Seoni-Malwa tabslls), Nirnar, 
Betul, Chhindwara (except in the Seoni subdivil:lion)], 

Khatik [Saugor (except in Darnoh subdivision), Hoshangabad 
tonly in Hoshangabad tahsil), Chhindwara(except in Seoni­

'- subdivision)]. 
Dhobi [Saugor, Hoshangabad (only in Hoshangabad and 

Seoni-Malwa tahsils), Bhandara, Raipur, Bilaspur]. 
Khangar [Saugor, Bhandara, Buldana, Hoshangabad (only in 

Hoshangabad and Seoni-Malwa tahsils)]. 
Chadar (Saugor, Bhandara). 
Dhanuk [Saugor (except in the Darnoh subdivison)J. 
Kumhar [Saugor, Hoshangabad (only in Hoshangabad and 

Seoni-Malwa tabsils), BhandaraJ. 
Dahayat [Saugor (only in the Darnoh subdivision)]. _ 
Nagarchi (Mandla, Oh4indwa:ra, Nagnur, Bhandara, Balaghat, 

Raipur). 
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VII.-Central Piovinc.es and Berar-continued. 
Ojha [~Iandla, Hoshangabad (only in Hoshangabad tahsil), 

Bhandara, Balaghat]. " 
Pard hi [Hoshangabad (only in the Narsinghpur subdivision)]' 
Rujjhar [Hoshangabad (only in Sohagpur tahsil)]. 
Pradhan [Nimar, Uhhindwara (except "in the Seoni sub-

diviRion), Raipur]. 
Holiya (Bhandara, Balaghat). 
Kori (Bhandara, Balaghat~ Raipur, Amraoti, Bulc1ana). 
Audhelia (Bilaspur). 
Chauhan (Drug). 
Koli (Chanda, Bhandara). 
J angam (Bhandara). 
Bedar (Amraoti, Akola, Buldana). 
Bahna (Amraoti). 
Uhimar (Bbandara). " 
Mala (Balaghat). 

VIII.-Assam. 
1. Assam Valley :­

Namasudra. 
Kaibartta. 

Lalbegi. 

Bania (Brittial~Bania). 
Hira. 

2. SW'ma Valley:­
Mali (Bhuimali). 
Dhupi (Dhobi). " 
Dugla or Dholi. 
Jhalo and Malo. 
Mahara. 

I. All districts ;­
Adi-Andbra 
Audhelia 
Bariki 
Babor or Burud 
BaVllri 
Chachati 
Uhamar 
Chandala 
Dandasi 
Dewar 
Dhoba or Dhobi 
Ganna 
Ghusuria 
Godagali 

" Godad 

Mehtar (Bhangi). 
Bansphor. 

Sutradhar. 
Muchi. 
Patni. 
Namasudra. 

IX.-Orissa. 

Godra 
Gokha 
Haddi or Hari 
Irika 
Jaggali 
Kandra 
Katia 
Ke]a 
Kodalo 
Madari 
Madiga 
Mahuria 
Mala 
Mang 

Kaibartta (Jaliya). 
Lalbegi. 
MehtaI' (Bhangi). 
Bansphor. 

Mangan 
Mehra or Mahar 
Mehtar or Bhangi 
Mochi or Muchi 
Paidi 
Painda 
Pamidi 
Panchania 
Panka 
Relli 
Sapari 
Satnami 
Siyal 
Valamiki 
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II. Areas other than the Vizagapatam and Ganjam Agencies, 
the Khondmals subdivision and the district of Sambalpur :-

Pan or Pano > 

III. Areas other than the Vizagapatam and Ganjam Agencies 
and the Khondmals :-

Dom or Dombo. 

IV. Areas other than the district of Sambalpur.:-

Bauri 
Bhuiya 
Bhumij 

Ghasi or Ghasia 
Turi 

V. The Khariar subdivision of the district of Sambalpur:-
Kori Nagarchi Pradhan 
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INDIA. 
PROVINCIAL LEGISLATIVE ASSEMBLIES ORDER 

PROVINCIAL LEGISLATIVE COUNCILS ORDER 
'SCHEDULED CASTES ORDER 

The purpose of these three Orders is to complete the provision 
made by the Government of India Act, 1935, for voters and candi­
dates for the new provincla.I Legislatures. The Act (SB. 60 and 61 
and Schedules V and YI) prescribed the nature of the Legislature­
bicameral or sirigle-chamber-for each Province, the strength and 
composition of each Chamber and the qualifications of voters in the 
., territorial " constituencies for the Lower Chambers and the 
qualifications of· certain classes of candidates. But it left to be 

." prescribed, " ,the -qualifications of voters in the " special" con­
, stitueriCies for the Lower Chambel;s' and the qualifications' of most 

classes of candidates; for the Upper Chambers, the franchise as a 
whole and. the qualifications of candidates; and, for both Chambers, 

" the 'actual delimitation of the constituencies of all kinds and the 
method of voting in them. It also left to be " prescribed " the 
selection of the castes, members of which are to come within the 
purview of the special provisions of the Act for the representation 
of the castes now described as •• Scheduled Castes", but more 
commonly known as Depressed Classes. 

2. In September last His Majesty's Government annouriced their 
proposals for the last-mentioned purpose, and also, in pursuance 
of the general indication of their intentions given in the House 
of Lords in the course of the passage of the Bill, their detailed 
proposals for the franchise for the Federal Council 'of State and for 
the provincial Legislative Councils (Upper Chambers), which is 
intended to be identical. These proposals were contained in a 
W'hite Paper (Cmd. 4998) and, so far as the provincial Legislatures 
are concerned, are embodied, with some slight modifications, which 
subsequent consultation with the provincial Governments has shown 
to be expedient, in the Scheduled Castes Order and in the Legisla­
tive Councils Order now submitted for the approval of Parliament. 
The necessary prov:ision.for the Federal Legislature and for election 
offences in relation to all elections will be made by subsequent 
Orders. 

3. The rest of the matter contained in the Legislative Councils 
Order and the whole of the Legislative Assemblies Order is based 
upon the recommendations of the Committee known as the Indian 
Delimitation Committee presided over by Sir Laurie Hammond, 
whose Report was presented . to Parliament on 2nd March 
(Cmd. 5099 and 5100) and whose recommendations have with two 
exceptions been adopted ... The main purpose of this memorandum 
is to facilitate examination of the Orders by Parliament by giving 
a brief explanation of, the points upon which, in framing the 
Orders, it has been thought desirable on the one hand to modify 
the Hammond Committee's recommendations and, on the other 
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hand, to adopt those recommendations in spite of arguments to 
the contrary advanced by provincial Governments or the Govern­
ment of India. These explanations are confined to points of major 
importance. 

4. So far as the areas and arrangement of the territorial con­
stituencies are concerned, these follow exactly, with one major and 
a few minor exceptions, the recommendations of the Committee. 
The minor exceptions are that, on the advice of the provincial 
Government concerned, a three-membe:r constituency in Bihar 
(Palamau) with one reserved seat has been divided into two-one 
a single-member constituency, and the other a two-member with a 
reserved seat---each covering approximately half the district; and, 
on the advice also of the l6cal Government, two cantonment areas 
have been transferred from one to the other of the two 
Muhammadan urban constituencies in the North-West Frontier 
Province. The Bombay Government are opposed to the Com­
mittee's recommendation that a seat should be allotted to the towns 
of Surat and Rander forming a constituency jointly, and would 
prefer to allot this seat to Belgaum. The Committee's reasons for 
this proposal have been thought to make this change inadvisable. 
The Punjab Government also would have preferred a different alloca­
tion of the two Muhammadan women's seats allotted to that 
Province, but the Government of India support the Committee's pro­
posal and it has been thought l'est to adopt it. These instances 
apart, the arrangement of the territorial constituencies is accepted 
by Provinces concerned. The major exception is the arrangement of 
the Madras " general " territorial constituencies for the. provincial 
Legislative Assembly (Legislative Assemblies Order, Schedule II, 
Section I). The Committee recommended that, in addition to the 
constituencies in Madras which must in any case be plural member 
owing to the necessity of reserving in each of theJ;Il a seat for 
Scheduled Castes, there should be a considerable number of other 
two-member constituencies, and that some of the" reserved seat" 
constituencies should be three-member. Their reasons for this 
recommendation will be found in paragraphs 39-43 of Volume I of 
their Report. The Madras Government have, however, very 
strongly represented that the Committee's plan is unacc~ptable to 
them, and their objections have the support of the Government of 
India. They urge that the arrangement proposed by the Committee 
will tend to perpetuate and intensify religious and caste antagonisms 
amongst the numerous castes and sub-castes. of the Hindu com­
munity which are to be found in that Province, and by tending to 
encourage the formation of small groups will be inimical to: the 
development of party Government which, during .the past 15 years 
has shown a stronger tendency to emerge in that .Provincethan 
perhaps in any other. Further they urge that it is unsafe to argue, 
as the Committee have done, from the conditions in the Bombay 
Presidency to those in Madras. Iil these circumstances, His 

~8H A2 
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Majesty's Government have not seen their way to force upon the 
Madras Government a system to which not only they and the 
Government of India, but also so far as can be judged, a substantial 
body of public opinion in the Presidency, are strongly opposed. 
Accordingly provision is made in the Order that all the territorial 
.constituencies in ,Madras shall be single-member except in those 
cases where a seat is to be reserved for Scheduled Ca!;ltes and in six 
other cases, and that such plural-member constituencies as will thus 
remain are all two-member constituencies. 

5. On the other hand, His Majesty's Government feel no doubt 
that the Committee are right in their recommendation that, 
wherever there. are plural-member constituencies the method of 
voting (except in a few cases for special reasons) should be that 
which they describe as cumulative. The Madras Government advo­
cated, for all plural-member constituencies, the system of the 
single non-transferable vote; the Punjab Government and the 
Central Provinces Government would have preferred the dis­
tributive vote.- The Government of India, however, whose 
view His Majesty's Government accept, consider that the cu~ula­
tive vote will not only give greater protection to minorities than 
the distributive system-it should be mentioned that the system 
has been .in force for the past 15 years in the Bombay Presidency 
where this has been found to be one of its advantages-but that it 
is also' elastic and enables the voter to distribute his SUppoTt in a 
manner which would be impossible with the single non-transferable 
vote. The latter would, in their view, tend to intensify caste 
division and, if used in constituencies in which seats are reserved 
for the Scheduled Castes is likely to be challenged in some quarters 
as being inconsistent with the Poona Pact. 

6. The Governments of Madras and the Central Provinces have 
urged that the electors for the University seats should be confined 
to the Senate and Court and should not include graduates, and the 
Government of India agree with their view. His Majesty's Gov­
ernment see no sufficient reason, however, to vary the Committee's 
recommendation on this point, which is that the existing system 
should be maintained, whereby members of the Senate and 
graduates' of seven years' standing should exercise this franchise. 

7. His Majesty's Government have in the main adopted the 
Committee's recommendations, following those of the Lothian.Com­
mittee, for treating Trades Unions as the basis of one form of 
constituency for the return of labour representatives. The Madras 
and Bihar Governments are opposed to this: the Bombay Govern., 
meht on the other hand are anxious to utilise Trades Unions to 
an extent and in a manner which His Majesty's Government 

~ All three methods of voting are described in paragraphs 44-52 of Volume I 
of the Committee's Report. The cumulative method, which is adopted in the 
Order, is indicated in paragraph 14 of Part I of the Legislative Assemblies 
Order.' . 
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cannot regard the conditions ·8S warriLnting. Brit they. entirely 
agree with the . Committee (notwithstanding 'the objection of the 
Bombay Government) that, .having regard .to the somewhat 
rudimentary development of trade umomsm in, India and to :the 
instability of individual umons, a union which is. to undertake the 
responsibility of returning representatives' to the Legislaturemuat 
satisfy reasonable conditions. It has not been found possible, after 
consultation with the provincial. Governments, to adopt as they 
stand the Committe~'s recommendations for the achievement of 
this object, but the provisions of paragraph 24 of Part II of the 
Order (and the corresponding provision in 'other Parts) translate 
the spirit of their recommendation into the. only. form in. which it 
appears to be practicable: and His Majesty's Government commend 
this solution for the approval of Parliament. ' , . ., 

8. His Majesty's Government have been unable to accept the 
proposal of the Bengal Gavernment, which the Committee endorsed 
in paragraph 521 of their Report, that where election by irade 
unions is indirect the votes should be cast by the executives ·ofthe 
union, the number of votes at the disposal of each union: being 
proportioned to the membership of the union. 'Such a system 
appears wholly at variance with democratic principles and the Order 
accordingly provides that the voters in Trades Union constituencies 
where the method of election is to be indirect are to be delegates 
specially elected for the purpose. 

9. It should be added that the opportunity o~ered by these Orders 
has been taken of utilising the power which the Act provides 
(8; 308 (4) ) of modifying the provisions of the Sixth Schedule to. 
the Act for the purpose of increasing in four Provinces-Madras, 
the United Provinces,.Bihar and Orissa-the Scheduled Caste elec­
torate by providing further differential qualifications. Closer 
estimates of the number of voters likely to be enfranchised for the 
Lower 'Chamber by the provisions of the Sixth Schedule as they 
stand have shown t4at· it is probabl~ that in the Pro.vinces named 
the Scheduled Caste electorate would be appreCiably. below 10 per 
cent. of the . Scbeduled Caste population~percentage whic~ the 
Franchise Committee recommen~ed as a minimilm and,which His 
Majesty's Government are anxious as nearly as may be to secure, 
A further modification, has been made tc( remore in Madras the 
necessity at the first elections for application by woinen . who, are 
entitled to' be. registered on the 'basis, of their husband's 
qualifications: Finally; Wbiletj:J.e Orderi:(provide that 'election to 
seats reserved for women shaH be by 'special tei'ritorialconstitu* 
encies, the voters in most Provinces being, t~ose . (both men and 
women) possessing the necessary qualificatioil!i, it has been thought 
advisable in two Province!il-:the Punjab and Sind-to confine to. 
women the eiectoritte for the seats allotted to Muhammadan women. 
Although' the . wOmen's . orgamsatio.ns, haveiingeneral, . expressed 
themselves as being opposed to . such a provision, 'His Majesty's 
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Government feel no doubt that ,Muhammadan opinion'ingeneral in 
the Punjab and Sind is most strongly opposed to their women candi­
dates being fotced ,to solicit the votes of men; they have, therefore, 
decided that the principle adopted in the Act with regard to the 
'electorate for;the Muhammadan women's seats in Bengal and Bihar 
should be extended to the Punjab and Sind. 

',BURMA. 
HOUSE OF REPRESENTATIVES ORDER 

SENATE ELECTIONS ORDER 

.. 

10. The purpose of 'these two Orders is likewise to complete the 
provisions made by the Government of Burma Act, 1935. Section 17 
of the Act prescribes a bicameral Legislature and'the strength of 
each Chamber; the Third and Fourth Schedules provide for the 
qualifications for membership of, and for the diatribution of seats 
in, the House of Representatives, the method of filling the seats in, 
and the qualifications, for membership of, the Senate, and the 
franchise for the general constituencies for the House of Representa­
tives. All provision on substantial points is made for the Senate 
in the Third Schedule to the Act, and, accordingly, the content of 
the draft Senate Elections Order is confined to matters compara­
tively of detail for which it is more appropriate to make provision 
by Order in Council rather than to leave them to Governor's Rules 
and Acts of the Burma Legislature. 

11. But the provision made in the Act and Schedules for the 
House of Representatives is not complete; and Sir Laurie 
Hammond visited Burma, and, after consultation there with the 
local Government and with a representative Advisory Com­
mittee, made recommendations (which also were laid before 
Parliament on 2nd March-Cmd. 5101)' for provisions to deal 
with the matters affecting the House of Representatives which 
are not covered by the Act or the Schedules. His Report makes 
recommendations for the definition of the territorial constituencies, 
for the qualifications for the electorates and the candidates in the 
special constituencies, and for the method of voting in the four 
multi-member constituencies contemplated. There are to be two 
multi-member constituencies among the general constituencies (viz., 
the European and the Anglo-Burman, for both of which the area 
is the whole of Burma) and two among the special, Commerce and 
Industry, constituencies; for these four constituencies which, unlike 
the multi-member constituencies in Indian Provinces, contain no 
racial or communal minorities Sir Laurie Hammond, in deference 
to strong local opinion, recommends the employment of the 
.distributive vote. 

Sir Laurie Hammond's recommendations have been accepted in 
all respects without modification, and effect is given to, them in 
the draft HOUSE:} of Representatives Order. 

(35014-36) Wt. 3919-1340 160 3/36 P. St. G. 373 
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I.-Explanatory Memorandum. 

(a) DRAFT GOVERNMENT OF INDIA (COMMENCEMENT AND 
TRANSITORY PROVISIONS) ORDER, 1936. 

The primary purpose of this Order is to fix the date for the 
commencement of Part III of the Government of India Act, 1935, 
the date more commonly described as "the commencemellt of 
Provincial Autonomy." For the purpuses of section 320 of the 
Act (under which this Order is, in part, to be made) the expression 
" the commencement of Part III of this Act" meana the bringing 
into operation of the whole Act (other than Part II relating to the 
Federation), except so far as express provision is made to 
the contrary; and the section enables particular provisions to 
be brought into force at earlier or later dateS than that fixed 
generally as the date for the" commencement of Part ill." 

Paragraph 3 of the Order fixes the date for the commencement 
of Part III, namely, 1st April next, and further provides that the 
provisions relating to the Railway Authority (Part VIII and 
Schedule VIII) and to the Federal Court (Part IX, Chapter I) are 
not to come into operation as the result of this Order, but that Ii 
separate Order will be required to bring those provisions into 
operation, and further that the operation of section 232 (which 
relates to the pay and allowances of the Commander-in-Chief) is 
to be postponed uutil the establishment of the Federation. The 
reason for this last provision is that, until the Federation is 
established, the existing provision for the pay, allowances and 
lea.ve of the Commander-in-Chief is continued by sections 85, 86 
and 87 of the Ninth Schedule to the Act. 

Paragraph 4.-Since the neW Provincial Governments and 
Legislatures are to be in being on 1st April 1937, it will clearly 
be necessary to arrange {or the election of the Legislatures some 
time in advance of that date. The actual general elections will 
probably be held in most Provinces in February next, but a 
lengthy process preliminary to the elections-the preparation of 
electoral .rolls (on which work has already provisionally begun), 
the publication of the rolls, the hearing of objections, the final 
publication of the rolls and the primary elections to select the 
Scheduled Caste candidates-has to be gone through well in 
advance of that date. Sub-paragraph (1) of this paragraph makes 
the necessary provision to enable this to be done. 

Sub-paragraph (2) makes applicable to the existing Indian 
Legislature,- which will continue in being pending the creation 
of the Federal Legislature, the provisions of section 68 (2) 
debarring membership of both a Provincial and the Central 
Legislature. 

.4.2 
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The purpose of sub-pa1'agraph (3) is to enable the electiolls to 
the Upper Chambers of the two Provinces where part of the 
membership of the Upper Chamber is elected by members of 
the Lower Chamber to be held before the Lower Chamber has 
actually met !is such, and consequently before the newly-elected 
members have taken their seats and the oath. 

Paragraphs 5 and 6 are designed to provide a form of· financial 
maC-hinery which will be adapted to the transition from the existing 
to the new system. Power is accordingly given to the Govemor 
in his discretion as a purely temporary measure-

(a) to authorise appropriations from provincial revennes 
for a period which may extend up to six months from the 
1st April 1937; and 

(b) to continue for a period not exceeding twelve months 
from the same date any existing taxation in the Province 
which, in the ordinary course, would require legislation to 
continue it beyond 31st March. . 

The assumption underlying these provisions is that, within six 
months, a budget session should be held at which estimates for 
the whole year would be laid before the Legislature, though, in 
effect, the Legislature would necessarily be dealing only with 
expenditure for the second portion of the year. 

Paragraph 5 (3) also gives the necessary power to regularise the 
expenditure (if any) incurred in the financial year ending 31st 
March 1937, in excess of budget provision. 

Paragraphs 7 and 8 provide for winding up the old Provincial 
Legislatures and the removal from the Central Legislature of the 
Burma members. 

Paragraph 9.-Section 292 of the new Act continues in force 
all existing British Indian law, subject tu its repeal or alteration 
after the commencement of Part III by the competent legislative 
authority. There is, however, no provision, either in this section 
or elsewhere in the Act, which enables the Central Legislature to 
pass legislation before the commencement of Part III which shall 
come into force on or after the date of the commencement of 
Part III. This paragraph is designed to give, for a limited period, 
this enabling power, which will be required in particular for the 
annual Finance Act. 

Paragraph 1O.-The purpose of this paragraph is to enable the 
existing agency functions performed by Provinc~iaL Govemments 
on behalf. of the Central Government to be carried on for a period 
sufficient to {lnable the new Governments and LegislatUIes to 
reconsider antIJ., it necessary, modify under their own new powers 
the existing position. 
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Paragraph H.-Section 225 (2) of the new Act., which will be 
brought into force by paragraph 1 of the Order on ] st April 
1937, contemplates the existence of an Advocate-General for the 
Federation. For this reason, and for other administrative 
reasons, it is desirable that the office of Advocate-General 
contemplated by section 16 of the Act should come into existence 
on 1st April next. This paragraph makes provision accordingly; 
section 16 will, of course, during the transitional period be 
construed in the light of the provisions of section 313 (3). 

Paragraph 12.-This, in effect, corrects an oversight in the 
Act. It was intended, in re-enacting through the Ninth Schedule 
section 67 of the old Act, to retain that portion of subsection (2) 
which is referred to in this paragraph, whereas the whole sub­
section was inadvertently omitted. 

Paragraph 13.--Under sections 26 and 27 of the old Act the 
accounts of the Secretary of State in Council are required to be 
audited annually, and to be laid annually, together with the 
Auditor's Report, before Parliament. This is an obligation which 
necessarily ceases with the commencement of the new Act. But, 
under the terms of these sections, the accounts which are annually 
presented to Parliament in May are those" for the financial year 
preceding that last completed,'~ that is to say, in May 1937 
the accounts to be laid would be those for the year 1935-36. 
Accordingly, if sections 26 and 27 were merely repealed with 
effect from the commencement of Part lIT, the Secretary of State 
and his Auditor would be precluded from carrying out the 
obligations imposed on them by those sections in respect of the 
accounts for the years 1935-36 and HI36-37. The object of this 
paragraph is, therefore, to continue the obligations imposed by 
sections 26 and 27 of the existing Act until they are completed, not 
inclurHng, however, the annual statement referred to in section 26 (3). 

Paragraph 14.-This is a technical provision of a tx:ansitory 
character to give a meaning to such terms as "individual 
judgment" in relation to certain preparatory steps which have to 
be taken (in accordance with the provisions of the Act) before 
1st April next. 

Paragraph 15.-Suh-paragraph (1) continues in office any 
person who is not a British subject pending the regularising of 
his position in accordance with the provisions of section 262 
of the Act. 

Sub-paragraph (2) is intended to preserve the "conditions of 
service" secured by certain existing Indian Acts to persons 
appointed under those Acts until these provisions can be replaced 

, by rules under the new Act. . 
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(b) DRAFT GOVERNMENT OF BURMA (COMMENCEMENT AND 

TRANSITORY PROVISIONS) ORDER, 1936. 
Owing to climatic and other local conditions which limit the 

seasons at which a general election can satisfactorily be conducted 
in Burma and sessions of the Legislature held, the procedure 
proposed for the transition from the provisions of the present to 
those of the new Act is different from that proposed for the Indian 
Provinces. 

Paragraph 3 should be read with the First Schedule, which 
Elets out the provisions of the new Act which are to be brought into 
operation by the Order, in advance of the date for complete 
commencement,. for the purpose of enabling elections for the 
House of Representatives to be held in thls coming autumn and 
the Legislature to be summoned and exercise its\powers, subject 
to the limitations laid down in the second sub-paragraph and 
elsewhere in the Order, at a session to be held in February-
March 1937. . 

Part II is not brought into force; consequently the new 
Executive is not authorised to function before the 1st April, and 
therefore the provisions of the new Act which are brought into 
force must be subject to modifications which have the effect of 
90nferring on the present Executive the relations with the Legis­
lature which are conferred by the Act on the new Executive. 
This is secured by the third sub-paragraph to paragraph 3, read 
with the Second Schedule. 

The second sub-paragraph specifies the scope of legislation 
which will be permissible during the special pre-separation session 
of the new Legislature which the Order authorises. 

Paragraph 4 indicates the dates between which the special 
pre-separation session may be held. 

Paragraph 5 contains a provision different from that of the 
corresponding Indian Order, but necessary in the case of Burma 
because in Burma the Legislature established by the new Act is 
to meet and exercise sorue of its functions before the Act 
commences, whereas in the Indian Provinces this is not contem­
plated. A difficult situation might be created if the Legislative 
Council of Burma only stood prorogued at a period when the 
Legislature set up by the new Act is actually in session. 

The effect of paragraph 6 is (i) to state that the new Legislature 
has no powers in :r;elation to expenditure required to be incurred 
before the 1st April 1937, and (ii) as the Legislative Council of 
Burma is by patagraph 5 no longer in existence, to give the 
Governor in his ~. scretion power to authorise expenditure over 
and above that aut orised by the 1936-37 Budget which has to be 
incurred in the later months of the financial year 1936-37, and 
which would, if the Legislative Council were still in existence, be 
~uthorised by supple~entary grants passed by it. 
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Paragraph 7.-This provision surmounts simultaneously two 
difficulties, the continuance in separated Burma of an expiring 
Indian law and the transfer to the authorities of separated Burma 
of a function which is at present that of the Central Government 
and cannot be discharged by the Executive in Burma (for Budget 
framing purposes) until after the commencement of the financial 
year 1937-38--a date which would, in the particular circumstances, 
be embarrassingly late. The proviso empowers the Governor to 
maintain or reduce or waive the surcharge at present levied in 
India including Burma. 

The second sub-paragraph is designed to deal with certain rather 
technical sequelre of the transfer to the authorities of separated 
Burma of the responsibility for administering Income Tax laws. 

Paragraph 8.-'-The Indian Post Office Act contains a schedule 
of maximum charges for inland postage, and, since these are not 
always adequate, the practice is to append to the annual Finance 
Act-an expiring law-an overriding schedule fixing the actual 
charges for the current year. The schedule so laid down in the 
Finance Act, 1936, will expire on 31st March 1937, and unless 
provision is made in this Order the maximum charges laid down 
in the schedule to the Indian Post Office Act will have to be 
operative in Burma. These rates are too low in respect to inland 
charges and they do not deal with the matter of any new charges 
which may be required to cover postal communications between 
separated Burma and continental India. Accordingly the 
Executive Government of Burma, in the person of the Governor in 
his discretion, is given latitude to fix, before the beginning of the 
financial year 1937-38, postage charges for that year (but not 
limited specifically to that year). 

Similar considerations apply to the question of telegraph rates. 
Paragraph 9 (with which the first paragraph of the Second 

Schedule should be read) explains in the first and second para­
graphs by what authorities the functions allotted by the Act to 
the Governor in his discretion, or exercising his individual 
judgment or on the advice of his Ministers, as the case may be, are 
to be discharged before those provisions of the Act are in force by 
which the Governor is authorised or required to act in discretion 
or in the exercise of individual judgment, and by which the 
Council of Ministers is authorised to be set up. 

The effect of sub-paragraph (3) is that if the Executive or the 
Legislature of Burma, in the anticipatory exercise of the powers 
accorded by the Act, deal with a matter which could not now be 
dealt with by the Government of the Province of Burma without 
the prior sanction of the Governor-General, they shall do so under 
the superintendence, not of the Governor-General, but of the 
Secretary of State. 

Paragraphs 10 and 11 correspond respectively to paragraphs 14 (2) 
and l5 of the Indian (Cop:p:qellcement) Order. 
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(c) DRAFT GOVERNMENT OF INDIA (DISTRIBUTION OF REVENUES) 
ORDER, 1936. 

This Order is designed to give effect to the recommendations 
made by Sir Otto Niemeyer which are sllmmarised in paragraph 37 
of his Report (Cmd. 5163). The Provincial Governments and the 
Government of India were invited to express their views on 
the Report, which are printed, together with the Secretary of 
State's conclusions, below. 
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fi.-Views on Sir Otto Niemeyer's Report (Cmd. 5163). 

(i) THE GOVERNMENT OF INDIA 

(dated 14th May 1936). 

1. We wish, at the outset, to express our great appreciation of 
the service which Sir Otto Niemeyer has rendered to India in 
making the survey of Indian Finances contained in his Report and 
in undertaking the task of trying to satisfy all the Provinces as 
well as the Centre from resources which are not indefinitely 
expansible. 

2. Sir Otto estimates the cost of his recommendations at about 
2 crores a year, diminishing by a few lakhs as the special non­
recurring grants to Orissa and Sind run off. To this figure must 
be added the cost of the decentralisation of balances and the cost 
of the debt consolidation scheme referred to in Appendix III. 

Altogether, the Government of India calculate that the initial 
cost of all these adjustments is about 2t crores a year, of which 
2 crores will fall directly on the Budget and t crore will be a 
diminution of capital repayments. The consolidation proposals 
also involve a spreading of repayment instalments which will have 
the effect of increasing ROmewhat the interest charges in the 
Central Budget in the early years, though the increase will be 
counterbalanced by corresponding decreases later on. 

3. The figures of the initial cost are in excess of anything that 
the Government of India have hitherto contemplated; but never­
theless, having regard to the supreme importance which is 
attached to giving Provincial Autonomy a fair start, they are 
prepared to accept the conclusion reached by Sir Otto' in 
paragraph 18 of his Report (viz. that His Majesty's Government 
may safely propose to Parliament that Part III of the Government 
of India Act, 1935, should be brought into operation as from 
1st April next), provided that there is no question of increasing in 
any appreciable degree the total of the initial assistance recom­
mended, and provided that it is clearly understood that it may 
be necessary to retain the remainder of the surcharge on Income 
Tax and Super Tax, at any rate for some time after 1st April 1937, 
in order to maintain a balanced Central Budget. ~cidentally, we 
desire to indicate that we attach very great importance to the 
general adoption of the arrangements which we have proposed 
for the decentralisation of balances and the consolidation of 
pre-Autonomy debt, and to expreS8 our earnest hope that these 
arrangements will have your full support. Indeed, we go so far 
as to say that we regard them as an integral part of the initial 
financial adjustments. In this connection, we wish to correct a 
misapprehension which appears to exist, that some Provinces will 
get large uncovenanted benefits from these arrangements., The· 

a 
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greater part of the gain shown in Appendix III represents merely 
the immediate budgetary effect of spreading debt repayments over 
a longer perio,d. In the later years, of course, the result of this 
spreading will be to prevent budgetary reductions which would 
otherwise have taken place. 

4. The next question which arises out of the Report is whether 
the Central Budget can continue to sustain the burden involved 
by these initial adjustments plus the cost of the separation of 
Burma (estimated at 2t crores per annum) and in addition can 
forgo in stages over the following ten years a further sum. of at 
least 6 crores. Naturally, we have had to frame, for the 
information of Sir Otto Niemeyer, such a forecast 3S we could 
reasonably make of our position in the years to come. Inevitably 
these estimates are invested with great uncertainty. The factors 
which make for uncertainty are,' with two exceptions, set out by 
Sir Otto. Those exceptions are the possibility of India being 
involved in war and the possibility of internal political disturbances 
of such a magnitude as materially to affect the prosperity of tbe 
country. The former possibility no calculation can take into 
account; the latter the Government of India think that they may 
safely reject. For the rest, there falls still to be considered the 
position of the Railways and the possibility of the law of 
diminishing returns setting in in connection with Customs revenue. 

5. As regards the Railways, the Government of India have no 
hesitation in saying that, unless their solvency Oll the basis of a 
full commercial accounting system can be restored, and that before 
very long, the latter stages of the programme envisaged by Sir 
Otto Niemeyer will be quite impossible of execution. At present 
it is hoped that deficits can be met without depleting the existing 
reserve of 9 or 10 crores, but in the not distant future the annual 
demand for renewals and replacements is bound to increase 
considerably; and unless, in the meantime, a position of complete 
solvency has been reached, the reserve will rapidly become 
exhausted, with the consequence of a call upon the Central 
~udget. The Government of India have under consideration 
practical steps to be taken in this connection and they hope to 
approach the Secretary of State shortly in the matter. 

6. As.regards Custolns, the general level of the tariff is now so 
high that the maintenance of the aggregate yield, which is by far 
the most important single factor in the whole revenue position, has 
become a somewhat pJ'ecarious task. There is plainly no further 
reser\"e which could now be drawn llponto meet an emergency, as 
was done twice in 1931; and aJ?y serious relapse in the value of 
India's imp()rt trade would inflict damage which would be beyond 
the remedi of a mere increase of the tariff. Even if we exclude a 
further deterioration in the conditions of international trade, the 
present pitch even of the revenue duties is itself Hable to provoke 
regressive ten,iencies. The Government of India therefore consider 
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that any material increase in the tariff will endanger the practic­
ability of the plan; they conceive, in fact, that in order to cOTlserve 
the revenue yield it will be necessary from time. to time to propose 
reductions of particular duties. 

1. The question now is whether, subject to the considerations 
set out above, the programme recommended is regarded by the 
Government of India as feasible and acceptable. On this, the 
Government of India are bound to observe that they had hoped 
that, in view of the initial assistance to the Provinces recommended 
by Sir Otto being far greater than was originally contemplated, 
the proportion of the divisible Income 'fax receipts to be 
permanently retained by the Centre would be fixed at two-thirds 
and not one-half. However, recognising that the Report is in the 
nature of a quasi-arbitral award, the Government of India content 
themselves with saying that they hope and have fair reason to 
believe that Sir Otto's programme is feasible. In making this 
statement they rely, of course, on the powers of the Governor­
General under the proviso to section 138 (2) of the Act, to which 
Sir Otto pointedly draws attention in the concluding words of 
paragraph 32 of his Report; but they would obviously have felt 
considerably more confident that the delaying power would not 
need to be invoked if the percentage allocated to the Provinces had 
been fixed at 33t. 

8. In this connection, the Government of India cannot refrain 
from referring to some of the implications of the Report. Those 
which relate to the solvency of the Railways and the general level 
of the Customs tariff have already been dealt with. That relating 
to the permanent retention of the remaining surcharge on Income 
Tax and Super Tax raises very difficult questions which cannot 
be fully discussed here. But we do say that, so far as we can 
estimate, the adoption of the suggestions contained in paragraph 
31 (1) of the Report would not enable the Centre appreciably to 
increase the scale of the initial subventions, though it would 
obviously advance the date when a distribution of Income Tax to 
the Provinces commences, and it would render more certain the 
completion of the full programme within ten years. In any case, 
whether the surcharges are retained permanently or only 
temporarily, it seems to us indubitable that, in recommending a 
settlement so generous to the Provinces, Sir Otto. has rendered it 
difficult in the next ten years for the Government 0.£ India either 
to increase its exiguous provision for sinking fund to a reasonable 
figure or to reduce those indirect taxes which are an undue burden 
either upon enterprise or upon the consumer, except in cases 
where such action would be clearly advantageous to the revenue. 
Indeed, unless prosperity returns at a quicker pace than now 
seems likely, both the present Government of India and its 
Federal successors will find their freedom of action in the financial 
sphere uncomfortably lim.j.ted. 
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9. Finally, the Government of India would wish to mention 
one point of detail in regard to the first. period of five years after 
Provincial Autonomy. Sir Otto recommends that the Provinces 
should, during this period, get any sums by which the divisible 
pool of Income Tax exceeds 13 crores, less any contribution to 
General Revenues from the Railways. He explains that this 
Hailway contribution is to be assessed in accordance with the 
present separation Convention. But this is not in itself a precise 
basis of assessment, and indeed it would be quite possible within 
the present Convention to render Sir Otto's recommendation 
nugatory. For example, if surpluses ar~ applied first to replace 
the sums borrowed from the Depreciation Fund, no contribution 
can possibly arise. The Government of India assume that the 
Secretary of State will provide in the Order in Council against a 
possibility such as this. On the other hand, theiwish to point 
out that they have for some time been considering whether, and 
have now actually decided, to remedy the present accounting 
rules under which an excessive amount of expenditure upon 
renewals and replacements is charged to capital. The plan 
decided on involves reducing the charge to capital and increasing 
the net charge both against revenue and against the Depreciation 
Fund. In a normal year it will mean an additional charge of 
something like 25 lakhs against Railway revenues, and they 
assume that there is no question of regarding it as inconsistent with 
the Report, which cleady could not intend that the Centre should 
make payments on revenue account to the Provinces at the 
expense of an illicit expansion of the Railway capital account. 

10. So far we have thought fit to set out our own views without 
specific reference to the views expressed by the Provincial 
Governments. For the most part, these take the form of asking 
for more for themselves and of complaining that other Provinces 
have been treated too well. The cost to the Central Budget of 
the various additional demands now put forward is nearly 1 crore 
a year as from 1st April next, while there is a further proposal 
that the Centre should forgo an additional crore or more a year 
by way of reduction of the Jute Duty not later than 1st April 1942. 
We wish to make it clear beyond a peradventure that we see no 
prospect whatever of being able to undertake additional burdens 
of this magnitude, or indeed, as we have previously tried to show, 
of any appreciable size at all. This means that, if concessions are 
to be made to individual Provinces, it can only be done at the 
expense of other Provinces and not of the Centre. And, for our 
part, we see gre~t difficulties in any re-distribution of relief, 
which may easily ~reate more discontent than it alleviates. 

11. Apart from \these general observations there are a few 
specific points whiCI~ require mention. 

Assam.-We are \~lear that Sir Otto deliberately limited the 
cancellation of debt to,that incurred prior to 1st April 1936. There 
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are obvious reasons for such a <;:ourse, but, apart from that, the 
residual relief which he recommends is definitely assessed 011 that 
basis. 

Sind.-The Government of India would point out that the sub­
ventions proposed are equivalent to a capital gift of something like 
20 crores, so that in effect a very large part of the Barrage debt is 
being cancelled. But in our opinion it is important that Sind 
should retain an incentive to make the Barrage remunerative as a 
business proposition. On the basis of present estimates, the 
Barrage will ultimately yield a considerable net annual surplus 
after allowing for the complete cessation of the subvention. 

Bihar.-This arithmetical argument is clearly invalid. There 
can be no doubt that, if the debt had first been made less onerous 
by being spread over a longer period, Sir Otto Niemeyer would 
have assessed t.he relief immediately required, not at 25 lakhs, but 
at some smaller figure. 

Bengal.-(a) The proposal that the datum line of divisible 
Income Tax: receipts for the first five-year period should be fixed at 
L2 and not 13 crores is unacceptable. The latter figure was doubt­
less fixed, after a review of a forecast of the Central budgetary 
position year by year, at the minimum which would reasonably 
promise equilibrium. At all events, that is definitely our view of 
the situation. 

(b) As regards the distribution of Income Tax between Bengal 
and Bombay, we clearly can have nothing to say except perhaps to 
point out that Sir Otto explains that his proposals are not based on 
any uniform combination of population and residence. 

(c) We have already made it clear that we see no chance of 
being able to relinquish any further part of the Jute Duty by 
1942, or indeed by any specific date. In the circumstances, we 
deem it unnecessary to argue on the merits of this proposition. 
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(ii) 'l'HE SECRE'l'ARY OF STATE FOR INDIA 

(dated 20th May 1936). 
1. I have now received the views of each of the Provincial 

Governments and of Your Excellency'S Government upon Sir 
Otto Niemeyer's Report, and having carefully examined these 
communications I have reached the conclusions which are set 
forth below. In order that full information of the considerations 
that I have had to weigh may be available, I propose to present to 
Parliament both the views of the Governments in India and this 
reply. 

2. I cordially join in the acknowledgments which are due to 
Sir Otto Niemeyer for undertaking the responsible and difficult 
task that was allotted to him and for the manner in which he has 
discharged it. No problem connected with the process of 
constitutional reform in India bas given rise to a greater conflict 
of views and interests than the matter of finance, and it is indeed 
fortunate that one who combined such exceptional experience and 
aut.hority with complete detachment from Tndian controversies 
was able to assist in the final stages of its, solution. There could 
be no more striking evidence of the formidable complexity of the 
issues upon which he has delivered so clear a judgment than the 
documents now under review. 

3. Sir Otto's task had two aspects. On the one hand he was 
appointed to conduct au independent investigation of the present 
and prospective budgetary positions of the Government of India 
and of the Governments of the Provinces before final decisions 
were taken by His Majesty's Government and Parliament as to 
the date for the introduction of the new Provincial Constitutions. 
On the other hand, he was required to make recommendations 
for the completion, by Order in Council, of the scheme of 
financial relations bet.ween the Centre and the Provinces embodied 
in the Government of India Act, 1~35, and for other adjust­
ments ancillary to that scheme. The matters remaining to be 
determined by Order in Council were the allocation between 
t.he Centre and the Pmvinces of the proceeds of Income Tax 
and the Jute Export Duty and the prescription of grants in aid 
of the revenues of such Provinces as were found to require 
assistance in this form. The two aspects of the Enquiry are 
connected by th~ objective, inherent in the constitutional plan, 
of equipping the Provinces with at least a sulliciel1t minimum 
of resources at the outset, and of providing them with further 
resources in the fQture; for questions at once arise both of the 
ability of the Cen~ral Government to surrender a part of its 
present resources an'a of the manner in which the sums available 
should be distributed \among the Provinces. 

4. Sir Otto'R concf\1sion upon the general question of the 
adequacy of financial tesources is " that the budgetary prospects 
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of India, given prudent, management of her finances, justify the 
view that adequate arrangements can be made, step by step, to 
meet the financial implications of the new constitution" (pa.m· 
graph 8); and, after making recommendations to meet the 
immediate needs of the Provinces, he adds specifically: "From 
the financial point of view, I corlclude that His Majesty's 
Government may safely propose to Parliament that Part III of 

, the Government of India Act, 1935, should be brought into 
operation a year hence" (paragraph IS). These conclusions have 
been reached after an expert and exhaustive examination of the 
position in consultation with the financial authorities of each of 
the Provinces and of the Government of India, and must accord­
ingly command respect. 

It was perhaps inevitable that, so long as a final decision had 
not been pronounced upon the extent of the benefits that each 
Province might expect to receive, the comments of the Provincial 
Governments should, generally speaking, have been designed 
mainly to emphasise their individual difficulties and natural 
desires for greater resources. In any case, it was scarcely to be 
expected that, where aspirations considerably outrun financial 
possibilities and expectations have risen high, and where the 
effects of the setback that accompanied the depression are still 
keenly felt, the necessarily limited proposals now under con­
sideration would receive from this quarter an unqualified 
welcome. I fully realise, indeed, that the financial administration 
of all the Provinces will continue to demand great caution and 
that the budgetary problems of some Provinces will present 
difficulties. I see no reason, however, to believe that these 
problems need prove insoluble, and I find confirmation for this 
view, noton]y in Sir Otto Niemeyer's judgment, but also in the 
fact that no Provincial Government makes any suggestion that 
the introduction of Provincial Automony should be delayed on 
financial grounds. 

On the other hand, the problem of the Government of India 
in finding some 5 crores, partly to assist the Provinces and 
partly in consequence of the separation of Burma, demands 
consideration. Sir Otto Niemeyer was far from ignoring the 
implications of this problem, which are further emphasised by 
the Government of India. It is clear that the Central Government, 
no less than the Provincial Governments, will have to direct its 
financial policy with special care; but I do not understand that 
the Government of India anticipate insuperable difficulties, and 
I share this view. 

5. In considering this question it is well, I think, to appreciate 
the extent to which such practical difficulties as remain to be 
overcome are inherent in the existing situation, independently of 
the prospect of constitutional reform. The anxiety of the Provinces 
for a more liberal allotment of resources has been continuously 
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manifested over a long period. Moreover, the problem of chronic 
deficits in certain of the Provinces couLd not much longer have 
been left unresolved. These are the major factors in the situation 
and would have to be faced even if no change in the existing 
form of government was contemplated. Beside them the cost of 
such changes· as enlarged electorates and Legislatures, which are 
connected with the new constitution, is relatively insignificant. 

It is, of course, clear that the solution of all these problems 
might have been simpler had they been under consideration in 
more propitious economic circumstances. Unless, however, a 
completely unforeseeable setpack occurs, the position will 
evidently be markedly better than could have been anticipated 
at the time when the framework of the new constitution was 
under discussion. It will be recalled that the Joint Committ.ee 
gave special attention to the financial background 6f the reforms 
and concluded that Parliame1)t would, at the appropriate time, 
require an assurance from His Majesty's Government that the new 
constitution could be inaugurated without thereby aggravating 
the financial difficulties to a dangerous extent. In my view the 
assurance that may now be given can be framed in appreciably 
mOre positive and hopeful terms. 

After full consideration I entirely accept Sir Otto Niemeyer's 
conclusion, and I have no hesitation in proposing, with the 
concurrence of Your Excellency's Government, that 1st April 1937 
should bfl appointed as the date for the commencement of 
Provincial Autonomy. A draft Order in Council for this purpose 
(upon the technical details of which the Government of India and 
Provincial Governments have been separately consulted) will 
shortly be submitted to Parliament. 

6. In regard to the second aspect of Sir Otto Niemeyer's 
Enquiry, it is evident that the past history of the discussion of 
financial relations between the Centre and the Provinces afforded 
no good reason to hope that his recommendations would be 
immediately acceptable to all the parties concerned. As the 
Joint Committee pointed out, the problem of the allocation of 
resources in a federal system has everywhere proved singularly 
intractable, for the conflict of interests that arises is practically 
incapable of complete resolution. The assessment of the relative 
financial needs of the Centre and of the Provinces collectively is a 
sufficiently difficult task, but the other facet of the problem -the 
adjudication of the rival claims of the Provinces-gives rise to 
issues of even greater delicacy. I share the Government of India's 
view that in both respects Sir Otto's Report must be regarded as 
in the nature of a quasi-arbitral award. and it is accordingly clear 
that such a nicely-balanced scheme could not properly be disturbed 
except for the strongest reasons. 

I have examined the recommendations closely on this basis. So 
far as concerns the aggregate assistance to be afforded to the 
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Provinces, I am not prepared to dissent from the Government of 
India's view that it is out of the question at the present moment 
for the Central Government to undertake grElater commitments, 
immediate or prospective, than Sir Otto has recommended. In 
these circumstances it is, of course, clear that any material 
alteration in the treatment accorded to particular Provinces can 
be made only at the expense of other Provinces. How extensive 
is the field of controversy to which this would lead is readily 
apparent from the conflicting views of the Provincial Governments 
that are before me. Each Province is inevitably convinced of the 
strength of its own claims and is bound to experience difficulty in 
appreciating the significance of its case relatively to the circum­
stances of other Provinces. It cannot be overlooked that Sir Otto 
Niemeyer has brought an indE!pendent judgment to bear on this 
subject, and that he has had an exceptional opportunity of 
appreciating the problem as a whole. It is my considered view 
that he has achieved as equitable a settlement between the various 
contestants as the case allows. I propose accordingly to accept 
his recommendations as a whole. 

7. Before accepting the recommendations as not only equitable 
but practicable, I have paid attention to the special problems that 
are mentioned by the Government of India. As regards the 
financial position of the Railways, I note with satisfaction that 
the Government of India have the matter actively under con­
sideration, and Your Excellency's Government may count on my 
support in any measures that may be necessary for the improve­
ment of the position. 

I note the Government of India's view regarding Customs 
revenue, which is a matter that will undoubtedly call for the 
most careful consideration in the near future. 

The question of the remaining surcharge on Income Tax is, as 
the Government of India point out, one of some difficulty; and 
although it is only one aspect of the general budgetary problems 
which will arise from time to time, I feel bound to say at once, 
with reference to their observations on this subject, that, if the 
scheme of finance upon which the successful operation of 
Provincial Autonomy depends is found to necessitate the con­
tinuance for some time longer of this burden (either in its 
present or in any equivalent form), I shall accord my full support 
to the Government of India. 

I agree that in any case there is bound to be some uncertainty 
whether the programme for the transfer of Income Tax to the 
Provinces can be fully realised, and in this connection I think it 
well to associate myself with the warning given by Sir Otto 
Niemeyer in paragraph 32 of his Report. While every effort will 
be made, so far as I am concerned-and also, I have no doubt, by 
the Government of India-to fulfil the hopes now extended to the 
Provinces, the scheme cannot be assumed by them to represent a 
final commitment. At the same time, with reference to the 

o 
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Government of India's observations as regards the Provincial 
percentage, I ax:n bound to emphasise the importance that I attach 
to securing the maximum possible ultimate distribution to the 
Provinces, for which reason I welcome both Sir Otto's proposal 
and the Government of India's view, which I share, that there is 
fair reason to believe in its feasibility. It is relevant to remember 
that a mistake in fixing the percentage unduly low cannot be 
rectified, since the percentage originally prescribed is incapable 
of increal:le by a subsequent Order in Council. Against any 
mistake in the contrary direction, however, there are the safe­
guards both of the Governor-General's delaying power, to which 
attention has been drawn by Sir Otto and the Government of 
India, and in the last resort of a possible reduction in the 
percentage by an amending Order. 

8. In view of my general conclusions already indicated, it would 
serve no good purpose to attempt a detailed commentary on the 
views submitted by each individual Province. 'I'here are, 
however, certain specific points upon which a brief comment is 
unavoidable; and in the firflt place I wish to express concurrence 
in the Government of India's observations in connection with the 
representations of Assam, Sind, Bihar and Bengal. As regards 
Bengal I would add that it cannot, in my opinion, properly be 
assumed that the power in respect of the Jute Export Duty placed 
by the Government of India Act in the Oentral Legislature will 
not be ex~rcised with due regard to the economic interests of that 
Province. On such an assumption, applied thoughout the field 
of Central legislation, which of necessity includes subjects that 
affect certain units more than others, the federal idea would 
be practically unworkable. In so far, however, as there may be 
a case for reducing sooner or later the rate of the Jute Export 
Duty, I think it necessary to say now that if, on account of such 
a reduction, the value to the jute-growing Provinces of their 
percentage were materially reduced, it would be necessary to 
consider whether, in the cir<;umstances, those Provinces required 
additional assistance, either in the form of a change in the Jute 
Duty percentage or otherwise. 

I appreciate the practical problem that confronts the Government 
of the United Provinces. I have, however, not understood that 
Sir Otto Niemeyer's recommendation was related to the precise 
requirements of each particular year, and I am unable to accept 
the suggestion that in the aggregate it need prove inadequate. 
Having regard to the circumstances of the United Provinces and 
to the special problems that the Central Budget will present in 
the first year or two, it appears to me not unreasonable that the 
beneficiary should accept assistance in even amounts and make 
budgetary dispositions accordingly. 

I sympathise with the natural disappointment of the Punjab 
Government that that Provin<;e alone of the Provinces of India 
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should receive no immediate assistance, except to a trifling degree 
through the debt scheme. But I am not satisfied that there are 
sufficient gronnds for giving any special relief to that Province 
which Sir Otto Niemeyer has not recommended. The Central 
:resources, especially at the outset, are not such that assistance can 
be given except when the need is imperative. I have no doubt 
that a Province so well endowed with natural resources, and with 
80 high a tradition of efficient administration as the Punjab, will 
in fact, without assistance, be much more favourably situated than 
many of the other Provinces, even after allowing for the help 
which the latter will receive. The fact that one or two other 
Provinces, whose economic strength is perhaps comparable with 
that of the Punjab, happen to receive relief owing to territorial 
reorganisations and to the debt scheme, cannot afford justification 
for granting Boma equivalent benefit to the Punjab. It has also to 
be remembered that additional resources will become available 
to the new Punjab Government when Income Tax begins to be 
distributed. I note that the Punjab Government consider that 
they will be at some small financial disadvantage on the intro­
duction of Provincial Autonomy owing to an expected IORs in 
connection with the supply of liquor by the Province to other 
administrations. Arrangements covering the supply of excisable 
liquor by one Province to another will have to hA reviewed in the 
light of the new constitutional position, and I consider that the 
point raised by the Punjab Government in this connection will 
require further examination. 

9. I am submitting to Parliament a draft Distribution of 
Revenues Order which deals with Income Tax, the Jute EXPOl't 
Duty and grants-in-aid 1.0 certain Provinces in strict accordance 
with Sir Otto Niemeyer's recommendations. The techni<:al points 
in the draft Order have been separately discussed with the 
Government of India; but there are certain fundamental assump­
tions that I must set forth on the present occasion. 

(a) The calculations to which section 138 (1) of the Govern­
ment of India Act gives rise involve certain assumptions as 
to the interpretation of that section. and Sir Otto Niemeyer 
has recorded the assumptions that he has made in the annexed 
letter. The Order has been drafted upon the basis of these 
assumptions, and as the allocation of appreciable sums is 
involved it is necessary that I should make this clear. 

(b) It has always been assumed that" Corporation Tax" 
~which is allocated by the Act as a Federal source ofrevenue) 
would mean a tax of the nature of the existing Super Tax on 
Companies; and the definition in section 311 (2) of the Act 
was intended to have this result. I understand, however, that 
doubt has arisen whether the definition is entirely satisfactory. 
If such doubt is substantiated hereafter, it may be necessary 
to ask Parliament to rectify the position. 
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(e) Sir Otto Niemeyer has recommended that, for the 
purpose 9£ the formula which governs the allocation of 
Income Tax in the first five-year period, the computation 
of the Railway contribution to General Revenues should 
be made on the basis provided by the present Railway 
Oonvention, which was formulated in a Resolution passed by 
the Legislative Assembly on the 24th September 1924. In 
accepting this recommendation, I agree with the Government 
of India that the method of application of that Resolution to 
the present purpose should, in respect of the treatment of 
loans from the Depreciation Fund, the treatment of arrears of 
contribution to General Revenues (which are not specifically 
mentioned but are in pari materia), and the improvement 
of accounting procedure, be on the lines suggested in para­
graph 9 of their views. The relevant provisions of the draft 
Order in Oouncil are intended to give effect to the above. 

(d) The provisions of the draft Order in respect of the 
North-West Frontier Province grant-in-aid do not bear on 
the face of them the qualification that the case of this 
Province is to be reconsidered in five years' time, which was 
what Sir Otto Niemeyer recommended. It would, in fact, be 
inconvenient to make such provision in the Order; but I wish 
to make it clear that the intention is to reconsider the matter 
at the end of five years. In this connection I have noted the 
concluding comment in the views of this Province, and I think 
it desirable to state that, so far as I am concerned, there is no 
question of prejudging at the present time any decision that 
may have to be taken in the light of circumstances five years 
hence. 

(e) The provisions for Sind assume that the Barrage debt 
funding scheme will be on the lines recommended by 
Sir Otto Niemeyer, and measures to this end are in 
contemp1ation. 

10. The scope of the draft Ot·der in Council does not extend to 
the decentralisation of balances and cancellation and consolidation 
of debt referred to in paragraphs 19 to 21 and Appendix TIl of 
the Report. These are matters which will· fall to be dealt with 
immediately befor:e the commencement of Provincial Autonomy 
under existing statutory powers (subject to certain amendments 
of the Devolution Rules). It is clear in any event that the grant 
of the specified assistance to certain Provinces by the cancellation 
of debt is an essential part of Sir Otto Niemeyer'l:! scheme, and I 
shall assure Parliament that the necessary action in this regard 
will be taken. In addition, however, I entirely agree with the 
Government of India that the scheme for the decentralisation of 
balances and the consolidation of debt must be regarded as an 
integral part of the whole plan, and on this basis I have decided 
to accept the scheme. The detl\il~q il:rf~ngements ~9r * ex~cution, 
will be separatell dis9qs~ed. -
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ANNEXURE. 

Sir, 6th April 1936. 
In the course of my consideration of the problems arising under 

section 138 of the Government of India Act, 1935, it has been necessary 
to make estimates of the amouuts which, in various circumstances, would 
be assignable to the Centre and the Provinces respectively. This process 
involves certain assumptions as to the precise interpretation of these 
provisions; and since my recommendations might have been different had 

. I not made the particular assumptions which I did in fact make, it is 
desirable that I should place them on record. 

(1) Although the Act treats" corporation tax" and "taxes on 
income" as distinct taxes, the present super-tax on companies 
(" corporation tax" nnder the Act) is in practice levied under the 
same law and by the same administration as any other form of 
income-tax. It is obviously conyenient that it should be, but as a 
result there are certain difficulties in determining what amount of 
the produce of the various forms of income-tax is in fact" corporation 
tax" and what amount is "taxes on income" within the meaning of 
section 138. 

(a) In the first place, when refunds on account of double 
income-tax are given to companies, relief is calculated upon the 
basis of the total tax suffered, both income-tax and super-tax. 
'I.'he amount of such relief in a recent year was nearly 
Rs. 90 lakhs. Obviously the question whether so large a sum 
is to be regarded as falling entirely upon the wholly Federal 
head of "corporation tax" or entirely upon the heads which are 
divisible with the Provinces, or partly on the one and partly on 
the others, is of considerable importance. A fair workable basis 
of calculation is to divide the double tax refunds granted to 
companies in any year between" corporation tax" and "taxes 
on income" in the proportion that gross collections of " corpora­
tion tax" less other refunds granted in that year bear to 
collections of compa,ny income-tiLx less other refnnds (including 
section 48) granted in that year. I have myself adopted this 
formula, and I think it should be followed in future practice. 

(b) Since a common administration is occupied with all forms 
of income-tax, costs of collection are not readily divisible 
between "corporation tax" and the other heads. The amount 
at stake is comparatively small; and I think it wonld be waste 
to attempt an elaborate enquiry (which would have to be periodi­
cally renewed) as to the precise time and money spent in 
collecting "corporation tax." I have in fact divided the cost 
of collection of all forms of income tax between" corporation 
tax" and the other heads in the ratio that" corporation tax" 
as reduced by refunds in accordance with sub-paragraph (a) 
above bears to the other heads of tax as similarly reduced; and 
this practice should similarly be followed in futnre. 

(2)-(u) To arrive at the divisible pool it is necessary to deduct 
from" taxes on income" the proceeds of taxes on Federal emoluments. 
Collections under this head, less refunds, can apparently be readily 
ascertained from the income-tax returns; but. again, in determining 
the amount to be retained by the Centre under this head, regard 
mnst be paid to cost of collection. I have IIgain assumed that the 
cost should be proportionate to the yield, after deducting refunds. 
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(b) A further deduction has to be made on account of "proceeds 
attributable to Chief Commissioners' Provinces." The Act does not 
define the meaning of .. attributable"; but it appears to me reason­
able (and the first paragraph of section 57 of the Introduction to the 
White Paper suggests that it was intended) that the attribution 
should be deterIPined by factors similar to those which determine 
the distrihution of the Provincial share among the various Governors' 
Provinces. Having considered the matter on this basis, I recommend 
that the Centre should retain, in respect of Chief Commissioners' 
Provinces, 1 per cent. of the net tax remaining after the elimination 
of " corporation tax" and tax on Federal emoluments. The divisible 
pool, of which the Provinces will receive. 50 per cent. according to 
their respective percentages, willie what re~ainsthereafter. 

(3) I should not regard these questions of principle as fitting 
subjects for a decision by the Auditor-General under section 144 (1) 
of the Act. I think they lire proper matters for administrative 
decision in the ordinary course of administering the Act, and I 
should personally be disposed to leave them at that. unless there 
is. any serious likelihood that such administrative decision might 
be challenged. 

But I understand that the Government of India are dissatisfied with· 
the existing definition of "corporation tax" in section 311 (2) of the Act, 
and contemplate the submission to the Secretary of State of proposals for 
its amendment; and it may be that, in view of a conceivable danger 
under section 204, he may prefer to cover all or some of the above matters 
also by legislation, or by taking power to deal with them by Order in 
Council. 

I am, &c., 
The Under Secretary of State jor India. '0. E. NIEMEYER. 
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(iii) THE PROVINCIAL GOVERNMENTS. 

MADRAS 

(dated 5th May 1936). 

1. The Madras Government regret that the form of the Report, 
which sets out the conclusions respecting special assistance to 
certain Provinces with little or no indication of the reasons for 
arriving at these conclusions, creates difficulty at the outset in 
formulating arguments by way of criticism. 

2. The sources of revenue of all Provinces are at present 
substantially the same, except that- Bengal, Assam, Bihar and 
Orissa enjoy the advantage of a subsidy to the extent of 50 per cent. 
of the Export Duty on Jute. In the absence of evidence to the 
contrary, it may be assumed that the natural resources. of the 
Provinces are approximately equal. Though there are admittedly 
Rpecial circumstances affecting some smaller Provinces, it follows 
that the burden of proof that their present or future resources are 
inadequate lies heavily on the Provinces whose budgets show 
recurring deficits. Prima facie it is to be presumed that their 
administrative systems are unduly expensive or that they have 
failed to retrench adequately when retrenchment was. necessary 
(and the Report admits that some Provinces have retrenched more 
than others) or that they have failed to tax themselves adequately. 

3. It may be agreed that it is difficult to assess exactly the 
relative extravagance or economy of administrative systems or the 
adequacy of retrenchments in the differ,ent Provinces owing to 
differences in conditions; but the annual reports of the Accountant­
Generals and Auditor-General give some indication of the general 
soundness or unsoundness of the financial policy pursued by the 
different Provincial Governments. 

4. In the matter of taxation, comparison is. possible with 
reference either to the ratio of taxation or per capita incidence. 

5. The Madras Government regret that the Report attempts no 
statistical comparison when such comparison is practicable. In 
the opinion of the Madras Government, the Report attaches too 
great importance to the budgetary positions of the Provinces as 
they now stand and ignores the budgetary positions as they might 
or should have been had the deficit Provinces consistently fonowed 
sounder financial principles. The Madras Government contend 
that their comparatively sound position is due, not to the intrinsic 
superiority of the natural resources of the Presidency, but to 
prudent financial administration and adequate taxation. If, for 
example, Bengal are considered to be hampered by the Permanent 
Settlement (and it must not be overlooked that one quarter of the 
Madms Presidency is subject to the Permanent Settlement) it is 
open to Bengal to impose a. tax on lLgricultural incomes. 
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6. The proposals of the Report penalise the Provinces who 
have followed the path of financial orthodoxy in balancing their 
budgets in spite of the economic depression, which has hit them 
no less severely than the Provinces who have failed to cover 
deficits. The Madras Government can therefore see little justifi­
cation for remission of debt to the extent contemplated, or the 
increase of the proportion of the Export Duty on Jute allotted to 
four Provinces. Taking Bengal for comparison, judged on the 
basis of per capita expenditure the standard of administration in 
some respects appears lower than that of Madras, though not in 
all. Bengal, for example, spend twice as ~uch as Madras on 
University Education and· considerably more on Public Health 
and Sanitation. But the per capita and acreage incidence of Land 
Revenue in Bengal is much lower than in Madras~actual~y less 
than half on a per capita basis. The Mam'as Government contend 
that had the incidence of land tax and other taxes been as high in 
Bengal as in Madras, the Bengal standard of administration could 
have approximated to that of Madras. The revised budget 
estimates for 1935-36 show a deficit of 15 lakhs for Bengal against 
32lakhs for Madras. Following a consistent policy of financial 
orthodoxy, Madras have restricted expenditure for 1936-37 so as 
to balance the budget, while Bengal have budgeted for a deficit 
of 42 lakhs, including considerable new expenditure which the 
financial position does not appear to justify. 

7. On these figures, the proposed further assistance of 75 lakhfS 
to Bengal is out of all proportion. Assistance on the scale pro­
posed to eight Provinces will seriously jeopardise the possibility 
of the distribution of the ·share of Income Tax receipts. The 
Madras Government trust that their case will not be prejudiced by 
the circumstance that, under the scheme of decentralisation of 
balances and the consolidation of debt, it is forecast that they 
will benefit more than other Provinces. The budgetary benefit of 
the decentralisation of balances to Madras is estimated to be less 
than 1 lakh per annum j the benefit of the debt consolidation 
proposals, estimated at 26' 2 la khs against the 1936-37 Budget, 
falls to a negligible figure by 1940-41 and becomes minus from 
1944-45 onwards. 

8. With reference to the method of distribution of the proceeds 
of Taxes on Income, the Madras Government suggest that Bombay, 
with a population of 18 millions, is disproportionately benefited by 
the allocation of a percentage of 20, as against Madras with a 
population of 44 millions and an allocation of a percentage of 15 
only, more especially as Bombay gains 90 lakhs by the separation 
of Sind while Madras gains 20 lakhs only by the transfer of a small 
area to Orissa. The grounds for the proposal are presumably that 
Bombay is at present more highly industrialised than Madras and 
so contributes a greater share of Income Tax. The Report fails to 
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take into account the probability of industrial development in 
Madras consequent on the supply of cheap electricity from the new 
hydro-electric and thermo-electric schemes now completed or in 
course of completion or under investigation. The progress of 
industrialisation in the areas already supplied with electricity 
justifies the expectation of a considerable change in the relative 
incidence of Income Tax in Bombay and Madras in future. On 
this ground, and on the general ground that the population factor is 
more constant and is more exactly determinable than the residence 
factor, the Madras Government contend that if both factors are to be 
taken into consideration greater weight should be given to the 
population factor, and would press for some revision of the proposed 
percentages of distribution accordingly. 

BOMBAY 

(dated 5th May 1936). 

1. '1'he Government of Bombay wish to record an emphatic 
protest in regard to the recommendations contained in the 
Niemeyer Report. While fully accepting the paramount need for 
financial stability at the Centre and the necessity for so equipping 
all the Provinces as to give them a reasonable prospect of reaching 
and maintaining financial equilibrium, the Goyernment of Bombay 
feel strongly that the case of this Presidency does not appear to 
have received the consideration it merited inasmuch as no steps 
have been proposed to correct the pORition in which the Province 
of Bombay has been involved by reason of the inequities and 
inherent unsoundness of the Meston. Settlement, including the 
falsification of the fOlecast of revenue made by the Meston 
Committee, the complete failure of the anticipations of the Percy 
Committee, the cost of development schemes in Bombay City 
undertaken at the behest of the Secretary of State, and the long 
drain on the Presidency proper caused by its association with Sind. 
The financial difficulties caused by these circumstances and the 
more recent economic disturbances common to all Provinces have 
been met by the Bombay Government's enforcing the most rigid 
retrenchment, supplemented by emergency taxation. The retrench­
ment measures have produced an approximate immediate annual 
saving of some 150 lakhs, but it has been clearly recognised from 
the beginning that a very large proportion of this retrenchment is 
unmaintainable.. The additional emergency taxation at. present 
yields 72t lakhs annually in the Presi.dency, excluding Sind. 

2. Public opiniou is unanimous that if the Government of 
Bombay, assisted by their Legislative Council, had not made these 
great sacrifices for the maintenance of their financial stability and 
the standard of their ordinary administration, .. they would have 
shared in the benefits now proposed for other Provinces whieh 
faced their financial difficulties with less resolution. 
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3. In particular, the Governmeht of Bombay consider that the 
estimate in paragraph 11 of the Report of the annual benefit from 
the separation of Sin.d as approximately 90 lakhs is exaggerated. 
The amount of this relief was placed at 98 lakhs in the Irving­
Harris Report and at 79 lakhs by the Sind Oonference of 1932, 
which certainly had no reason to underestimate it. The Bombay 
Government have not thought it safe to place the fignre for the 
1936-37 Budget higher than 76 lakhs. 

4. As for the share in Income Tax receipts, the Government of 
Bombay must deplore the recommendation made that its distri­
bution to the Provinces should be made entirely dependent upon 
the successful running of the Railways, the position of which, 
as is pointed out in paragraph 31 of the Heport, is "frankly 
disquieting." In addition to the delaying power given to the 
Governor-General by section 138 of the Government of India Act, 
there is now this recommendation. Any dislocation of the finances 
of the Oentre or failure of the Railways to show a profit \vill mean 
that the passing on of any substantial amount of this source of 
revenue to the Provinces will become impossible. In fact, it is 
more or less certain that the Provinces will receive no share of the 
tax during the first five-year period and that they will be indeed 
fortunate to receive any substantial share during the ~econd. ,The 
Government of India should not be inhibited from supplementing 
their revenues from sources other than the Railwavs in order to 
accelerate the distribution of Income Tax to the Pr~vinces. 

5. The net results of the recommendations, as far as the Bombay 
Presidency is concerned, are that the Province is left with no 
expanding source of revenue until such time as a share in the 
Income Tax proceeds is received; is faced with the additional 
expenditure which must follow the introduction of Provincial 
A utonomy and the prospect of being compelled to restore a con­
siderable amount of retrenchment which will swallow up the bulk 
of the relief accruing from the separation of Sind; and will be 
forced to abandon any hopes of expansion in ~uch directions as 
Education, Public Health, Agriculture, animal husbandry and the 
like. 

6. In conclusion, the Bombay Government again press strongly 
for cancellation of the fictitious debt created in 1920 in respect 
of unproductive irrigation works. These works were financed 
from revenue and not from loan money. They are protective in 
character and were not intended to yield a profit. They have 
been and always will be a source of loss. They should have been 
left with the Bombay Government without the creation of this 
fictitious debt, which was no more justified than a fictitious debt 
for previous expenditure on roads or buildings. Bombay suffered 
almost as much as all the other Provinces combined by this false 
debt. Since it was based on forecasts which were entirely falsified, 
the continued existence of the burden is unjust. 
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BENGAL 

{dated 6th May 1936). 

1. The Government of Bengal accept the proposals contained in 
paragraph 17 of the Report in regard to the assistance to he given 
to certain Provinces on the introduction of Provincial Autonomy. 
They regard the proposals as in the nature of an award given 
after a determination of the amount immediately available for 

, distribution among the Provinces and aLter an examination of the 
budgetary position of the several claimants to that amount. 
Looked at in this light, they cannot but accept them as fair and 
reasonable, though they are deeply disappointed that the immediate 
assistance to ,be given to Bengal-a Province in which, by reason 
of what is now admitted to have been an unfair distribution of 
resources, the standard of administration is admittedly'low-falls 
far short of their original expectation. 

2. As regards the proposals relating to the distribution of Taxes 
on Income. the Government of Bengal, while accepting the general 
scheme, desire to raise two points. 

3. First, in paragraph 30 of the Report it is recommended that, 
during the initial period, the prescribed sum which the Oentre 
may in any year retain out of the provincial share of the proceeds 
of 'faxes on Income shall be the whole or such amount as, together 
with any General Budget receipts from the Railways, will bring 
the Oentral Government's share in the divisible total up to 
13 crores. At present, the divisible total is approximately 
12 crores, and the Government of Bengal suggest that this is 
the more appropriate figure. The adoption of this figUl"e will 
fortify the argument, advanced in the Report in favour of 
creating an interest in the Provinces in securing an improvement 
in the revenue from Income Tax and Railways. Further, the 
Government of Bengal attach great importance to the early 
distribution of some I;!hare in the proceeds of the Tues on Income 
among ,the Provinces. It was recognised on the intro.duction of 
t.he presentOonstitution (vide Devolution Rule 15) that the 
Provinces, particularly the industrial Provinces, were entitled to a 
share in the Taxes on lncome; and during the last fifteen years the 
industrial Provinces have had a legitimate grievance, since that 
Rule failed to. give the relief for which it was specially designed. 
In justice to. the industrial Provinces, therefore, it is essential that 
every endeavour should be made to expedite the allocation to 
the Provinces of some share in the proceeds of Taxes on Income. 

4. Second, in paragraph ~4 of the Report the conclusion reached 
is that substantial justice will be done by fixing the scale of 
distribution partly on residence and partly on population; and 
in paragraph 35 it is recommended that the division among the 
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Provinces should be according to the percentages given therein. 
The same percentage (20 per cent.) is proposed both for Bengal 
and Bombay.- If residence alone had been taken as the deter­
mining factor, there would be little difficulty in accepting parity 
between Bengal and Bombay, and each would then gain at the 
expense of other Provinces; but the Government of Bengal find 
it difficult to understand how parity can be justified with 
population as one of the bases, for the population of Bengal is 
nearly three times that of Bombay. Calculations made with 
reference to the figures given in Table III of paragraph 74 of the 
Report of the Federal Finance Committee (the Percy Committee) 
produce percentages approximating closely to those recommended 
by Sir Otto Niemeyer in respect of all Provinces except Bengal, 
Bombay and Assam. As regards Bengal and. Bombay, the 
percentages given by these calculations are some~hat below 25 
for Bengal and somewhat above 15 for Bombay. The Report does 
not indicate if weightage has been given to Bombay, but if 
weightage were to be given anywhere the Government of Bengal 
would have expected to find it given to Bengal and not to Bombay 
in view of the facts that (i) Bombay has obtained fortuitous relief 
to the extent of 90 lakhs from the separation of Sind, and (ii) for 
many years Bengal has, through no fault of her own, been com­
pelled to submit to an administrative standard markedly inferior 
to that of Bombay. It is possible that the incidence calculated by 
reference to residence alone has moved in favour of Born bay since 
the Federal Finance Committee reported, but, in the abs~nce of 
more detailed information, the Government of Bengal find them­
selves unable to accept the proposal that Bengal and Bombay 
should be given the same percentage. 

5. As regards the Jute Export Duty, the Government of Bengal 
must reiterate their claim that this should, on principle, be treated 
as a Provincial source of revenue. 

6. The Jute Export 'Duty was imposed originally as an 
emergency measure during the war. After the war and up to 
the onset of the trade depression jute commanded high prices, 
and the ad valorem incidence of the Duty was low. In 1924-25 
the incidence was between 4 and 5 per cent. The position has, 
however. now changed. The price of jute has fallen enormously, 
whereas the. deadweight of the Duty has remained constant and 
at to-day's prices the ad valorem incidence is over 13 per cent. 
Again, competition by substitutes has increased-for instance, 
paper bags are now largely used for the transport of cement and 
the adoption of bulk handling of grain is extending. In these 
changed conditions, the Government of Bengal consider it 
unlikely that the Export Duty is now passed on to the consumer 
and in their view it is more probable that it is borne for the 
greater part by the producer. 
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entirely on the present incidence of the Duty. There are other 
cogent argument!'!, though of a political rather than an economic 
and financial nature. In the first place, Bengal can neyer rest 
content under a fiscal system which aims at protecting, largely at 
her expenS3 as a consumer, the products of other Provinces, while 
taxing her distinctive Rtaple product for the benefit of the Centre, 
in other words for the benefit of those Provinces. In the second 
place, the prosperity of Bengal is bound up with the prosperity 
of the jute trade. The Royal Oommission on Agriculture of 
1926-28 drew attention to the risk of subRtitutes. They were 
impressed with the danger to the prosperity of Bengal if jute 
failed to retain its present pO'3ition, and stressed the fact that 
if jute is to retain that position every effort must be made to 
maintain the relative cheapness of jute as compared with other 
fibres. The Provincial Government share to the full these views 
and are of opinion that it is inherently unsound that the Centre, 
which for this purpose means the non-jute producing Provinces 
that will command a majority in the Central Legislature, should 
be financially interested in the taxation of a product with which 
the prosperity of a comparatively small area is so vitally linked. 

8. The question of Export Duties was examined at considerable 
length by the Indian Fiscal Commission and one of the principles 
they recommended for adoption was that in every case an Export 
Duty should be moderate in amount. Wherever the actual 
incidence may be, it seems clear that the Jute Export Duty, to 
the extent that it falls on the consumer, must raise the world 
price of jute and thus put jute at a disadvantage with its 
competitors. Similarly, to the extent that it falls on the 
produeer, it must reduce the price which the producer would 
otherwise obtain. As long as tne amount of the Duty is moderate 
it does not have an appreciable effect in either of these directions: 
hence the insistence of the Fiscal Commission on the principle 
mentioned. Now, the Jute Export Duty, up to the commence­
ment of the trade depression, was moderate in its incidence, but, 
at present-day prices, it certainly transgresses that sound 
principle-an Export Duty which works out at approximately 
13 per cent. ad valorem cannot be described as moderate. It 
appears unlikely that jute prices will return to the pre-depression 
level and the Government of Bengal are therefore of opinion 
that a reduction of the Duty must be contemplated in the not 
distant future. At present financial considerations do not 
permit of any reduction of the Duty, and the terms and 
implications of the Report definitely negative the possibility of 
a reduction in the future at the expense of the Provincial 
Governmentsconcerned But, unless the assumptions made 
in the Report are entirely falsified, there will be a progreRsive 
improvement at the Centre and; accordingly, the proposal which 
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the Bengal Government put forward for acceptance as part of 
the prel:!ent scheme of financial adjustment between the Centre 
and the Provinces, is that at a date not later than the end of the 
first five-year period the rate of the Duty should be reduced 
to the figure, necessary to produce the amounts now allocated to 
the Provinces plus any sllm required for research, and that 
simultaneously the percentage of the proceeds of the Duty to be 
assigned to the jute-producing Provinces should be increased so 
as to give the Provinces the whole amount of the net proceeds 
except what is retained by the Centre 'for research. 

9. The Government of Bengal press most strongly for the 
adoption of the proposal put forward in the preceding paragraph. 
This does not involve any modification of the Orders in Council 
now to be made, nor any addition to the resouices which the 
Report recommends should to be given to Bengal. At the same 
time it recognises the position as regards the rate of the Duty 
and possesses the great political advantage of removing, once 
for all, the sense of injustice under which this Province has 
laboured for so many years and which, if not now removed, will 
continue, to the prejudice of sound administration and to the 
exceeding detriment of relations between the Province of Bengal 
and other parts of India. 

UNITED PROVINCES 

(dated 6th May 1936). 

l. The United Provinces Government recognise that the 
Niemeyer Report presents a carefully balanced scheme which, 
in its main outline, stands or falls as a whole. Though there are 
certain important factors to which they would have wished a 
different value given, they realise that it is not practicable at this 
stage to suggest fundamental changes in the scheme put forward 
for the solution of an extremely difficult and complicated problem. 

2. There is, however, one important point relating to the 
United Provinces which appears to the United Provinces Govern­
ment not to have been fnlly appreciated, and which is likely to 
have such a serious effect on the new Constitution in the Province 
that they feel bound to press it strongly on the attention of the 
Government ·of India and the Secretary of State. 

3. The United Provinces Government accept the general 
conclusion of Sir Otto Niemeyer that, apart from the ultimate 
share in Income Tax receipts, temporary relief only is necessary in 
this Province. The reason for the peculiar position of the United 
Provinces noted by Sir Otto Niemeyer is that its revenues are at 
present depleted by no less .than 112 lakhs-the annual Land 
Hevenue remission that has been given for the last five years 
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necessitated by the slump in agricultural prices. This Land 
Revenue remission carries with it a remission of annual rent to 
tenants amounting to 4 crores and thus affects vitally the whole 
agrarian position. The loss in Land Revenue can only gradually 
be reduced. 'femporary relief is thus essential in the earlier 
stages of the process of recovery. 

4. The position for 'the first few years of Autonomy is, however, 
appreciably worse than appears to have been realised. The policy 
for readjusting the Land Re.enue demands which the Government, 
with the unanimous approval of the_ Legislature, have just 
embarked upon, involves a somewhat slow and costly procedure of 
resettlement and revision of Land Revenue on the basis of existing 
prices, and expenditure thereon in the first two years will exceed 
the resulting increase in Land Revenue receipts by substantial 
sums. . Drastic retrenchments in provincial expenditure have been 
effected since the slump, and during the past year this Government 
have again scrutinised every ;tem of expenditure with the utmost 
care and have made and taken into account in their estimates 
further reductions which, in their judgment, carry retrenchment to 
its extreme limit. They have, indeed, reduced the standard of 
administration in some cases to an unreasonably low level, which 
cannot be maintained much longer. In addition, the Legislature, 
in its last session, passed two taxation measures increasing Court 
Fees and Stamp Duties; but the effect of this will be largely 
discounted during the next few years by the depressing effect of 
debt legislation on receipts under this head, the depression being 
at present greater and likely to be more sustained than was 
formerly anticipated. 

5. A careful re-examination of the position reveals that there 
will inevitably be a revenue deficit of 53 lakhs in the first year of 
Autonomy, which the proposed subvention of 25 lakhs would 
reduce to 28 lakhs. In the second year it is estimated that, with 
the Rubvention of 25 lakhs, there must still be a deficit of 'I lakhs. 
This means that, as a result of two years' working of the new 
Constitution, the Government, even if it provided for no fresh 
expenditure for developments which are urgently required, would 
have incurred a deficit of 35 lakhs. This Government feels 
confident that neither the Government of India nor the Secretary 
of State would cOllsider it reasonable that the new Government 
should be faced at the outset with an inevitable deficit on this 
Rcale. The effect on the working of the new Constitution and on 
the public attitude towards finance would be most harmful. So 
far as the Government of the United Provinces can judge, it is not 
the intention of the Niemeyer Report that any other Province 
should be launched into the new Constitution with an actual and 
inevitable deficit. This Government therefore strongly urges that 
suffici.ent ussist:;t.nce should be given at the Qut1'let to em~ble the 
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Province to start not in a submerged condition. They suggest 
that the subvention should be raised by 15 lakhs to 40 lakhs for 
each of the first three years and be fixed at 25 lakhs, as proposed 
in th~ Report, for the remaining two years. This wonld still leave 
the new Government with a deficit of 13 lakhs in its first year, but 
r~covery would at least be in sight. 

6. In connection with the distribution of Income Tax receipts, 
this Government wish to emphasise the very great importance 
they attach to Sir Otto Niemeyer's proposals for an early and 
thorough-going overhaul of Railway expenditure. 

7. Lastly, if it is necessary for the Governor-General at the end 
of five years to exercise his delaying power under section 138 of 
the Government of India Act, so that this Province does not at 
that time receive any appreciable amount of Income Tax, the loss 
by the cessation of the subvention would result in serious budgetary 
difficulties. This Government therefore suggests that after the 
first period of five years, until receipts from Income Tax amount 
to 15 lakhs, a subvention should be given sufficient to bring the 
total Income Tax receipts plus the subvention to 15lakhs. 

PUNJAB 

(dated 30th ~4.pril 1936). 

1. The only comparative figures as between "the Provinces are 
contained in Appendix II-B of the Report. The figures for the 
Punjab incorrectly represent the revenue position. They should 
be:-

1930-31 : 
Revenue 
Expenditure 

1935-36 (Revised) ~. 
Revenue ' 
Expenditure, ~ 

1936-37 (Budget) : 
Revenue 
Expenditure 

Lakhs of rupees. 
- 10,10 
- 10,99 

-89 

- 10,24 
- 10,45 

-21 

- 10,44 
- 10,60 

-16 

The error is due to the fact that the figures as given in the Report 
include Extraordinary Receipts on the revenue side and specific 
capital charges against them on the expenditure side. In fact, 
since 1922 the Punjab have consistently treated these receipts as 
of a capital nature, and have used none of them for revenue pur­
poses. The bala.nce not charged against specific capital heads 
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has been used to reduce capital loans. This was explained in our 
Memorandum* anrI to Sir Otto Niemeyer personally; and, until 
we saw the figures, we had no reason to suppose that there was any 
misunderstanding. The practice is fully understood by the 
Legislative Council and has been consistently approved by them. 
The Finance Member this year, according to the accepted practice, 
introduced Revised 1935-36 and Budget 1936-37 as deficit 
budgets, and as such they were debated. The only com.parative 
figures in the Report, therefore, contain a serious mistake as 
regards the Punjab, and overstate the revenue position. 

2. In case it is contended that the Punjab practice tends to 
conceal revenue strength, we refer to the fact that, by ear-marking 
Extraordinary Receipts for capital purposes, we have saved 
9 crores in loans since 1921-22. Had we used them for revenue 
purposes, we should have had to bOlTOW an additional 9 crores a1 
rates of interest averaging roughly 4t per cent. We have thus 
saved interest which would now amount to 40 lakhs per annum. 
Our actual Extraordinary Receipts for 1934-35 were 16 lakhs; the 
estimates for 1935-36 are 22 lakhs, and for 1936-37 are 36 lakhs. 
Owing to the fall in land prices, there is no prospect of receipts 
showing any appreciable increase. The savings in interest, there­
fore, exceed the total receipts from this source, and the policy 
consistently pursued, far from concealing revenue strength, has 
made the ordinary revenue position stronger than it would other­
wise be. 

3. So far as immediate assistance is concerned, two very relevant 
considerations are the following :-

First, the amount of assistance given to any Province during 
the last few years from Central Revenues, and-

Second, relief other than from Central Hevenues which 
Provinces will gain as a direct result of the new Oonstitution. 

The various relevant forms of assistance from Central Revenues 
proposed or already given are-

(i) Cash subventions-paragraph 24 of the Report. 
(ii) Fifty per cent. of the Jute Duty. 
(iii) Additional12t per cent. of the Jute Duty. 
(iv) Benefits from debt adjustments. 
(v) Prospective shares from Income Tax. 

As a result of the new Constitution, Madras, Bombay and 
Bihar will secure relief through the separation of Provinces. -

We omit proceeds from the Road ]'und, because the petrol 
surcharge was imposed fo:r: distribution to the Provinces, and we 

• The Memorandum referred to was the official representation of the 
Government of the Punjab on the Financial Enquiry. It was submitted 
to the Government of India in November 1935 and passed on by them to 
Sir Otto Niemeyer. 
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omit also special grants for rural reconstruction, which we grate­
fully acknowledge, but which are non-recunoing (paragraph 29 of 
the Report). , 

Omitting non-recurring grants, the figures of relief which the 
various Provinces will secure are given in the attached statement 
It is assumed throughout that it will not be possible to give any 
share of Iucome Tax to the Provinces before the sixth year. 

4. This statement speaks for itself. Out of recent and 
immediate relief amounting to 822 lakhs, it is proposed that the 
Punjab should get 1'1 lakha, or one-fifth of one per cent. Out 
of total relief which is estimated at 1,422 lakhs at the end of 
ten years, the Punjab will get 49' 7 lakhs or 3' 5 per cent. of the 
totaL 

So far as immediate relief is concerned, the position is actually 
worse than that shown, since the Govef'llment of India are with­
drawing an assignment of 7 lakhs which the Punjab receives at 
present on account of compensation for loss of Excise duty on 
Punjab liquors consumed in Delhi and the North-West Frontier 
Province. Allowing for this, the proposals mean that not only 
will the Punjab start under the new Constitution with no outside 
relief whatever, but to the extent of 5 lakhs will be helping 
Central Revenues. In contrast with this, every Province in 
India will get immediate relief, varying from the enormous sum 
of 243 lakhs in the case of Bengal to 211akhs in the case of the 
Central Provinces. Of the major Provinces, the United Provinces 
is second to the Punjab, but will get 381akhs, 

5. The only Provinces to which it is not proposed to give direct 
subventions are Madras, Bombay and the Punjab. As regards 
the first two, however, they get direct relief from the f>eparatiou of 
Provinces and additional assistance from debt transactions, Madras 
gets relief to the extent of 46 lakhs from these sources and 
Born bay to the extent of W4' 5 lakhs. The system of direct or 
indirect relief is, therefore, universal, there being one exception 
only and that the Punjab. We have sought for reasons in the 
Report itself for this exception, but have found only the following. 

In paragraph 11 of. the Report reference is made to the relief 
given to Madras and Bombay through the separation of Provinces, 
and this is presumably one reason why they have been given no 
direct subvention. In the same pal'agraph it is mentioned that 
these two Provinces and the Punjab have certainly not the lowest 
adminietrati ve standards in India. We can fiud in the Report no 
other specific reason why no subvention has' been proposed for 
the Punjab. In paragraph 20 of the Report Sir Otto Niemeyer 
supports the debt proposals of the Government of India, and he 
welcomes the fact that Madras, Bombay aud the Punjah, to whom 
he does not ~lJggest any immediate assistance as part of his 
proposals, will' derive certain advantages from the scheme. 
Madras gets 261akhs immediate advantage, and Bombay 14i lakh.s. 
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The Punjab will get the nominal immediate benefit of l' 7 lakhs, 
and, as already mentioned, this is more than wiped out by the 
loss of an existing assignment from Central Revenues. It is a 
misapprehension to suppose that, under the proposals, the Punjab 
will get any immediate relief. For the first five years it will get 
less assistance than at present, arid there are no compensating 
factors, as in the case of Madras and Bombay, to weigh, even 
partially, against the non-grant of a subvention. 

6. If the proposals are accepted the Punjab, so far as external 
assistance is concerned, will have to start the new C~mstitution 
worse off than it is at present, and with no prospect of any relief 
until the sixth year. It will, therefore, have to depend on its own 
resources for the first five years, and the Punjab Government see 
no prospect whatever of the Province remaining solvent in present 
conditions, unles~ the existing standards of administration are 
seriously reduced. The comparative stability of provincial 
revenues during the past three years is attributable to four main 
causes:-

First, high standard of taxation; 
Second, drastic retrenchment; 
Third, the strictest control over new expenditure; and 
Fourth, favourable harvests. 

In spite of adhering to the most rIgorous economy, the Finance 
Member had this year to present a deficit budget. On the receipt 
side the prospects for the future arc definitely bad, and, as explained 
to Sir Otto Niemeyer, have deteriorated since our Memorandum 
to the Government of India was written. Mention was made in 
that Memorandum of prospective losses in receipts on account of 
the reassessment of the Lyallpur District, and the sudden and 
rapid decline in civil. litigation. The former loss may be 
put at 20 lakhs per annum, and the latter at 15 lakhs per 
annum. In addition, there is the los8 of the assignment of 
7 lakhs already mentioned from the Government of India, and 
also a prospect of a loss, within two years, of revenue from the 
consumption of Oharas of between 10 and 13 lills per annum. 
The Chinese authorities in Turkestan have placed a ban on the 
export of Oharas, and the Punjab Government are powerless in 
the matter. They received information of it after the Memorandum 
was written. Against the above falls in revenue, the only visible 
off-sets are l' 7 lakhs from the Government of India scheme of 
debt conversion, and a gradual increase in receipts from the hydro­
electric scheme. On the present level of agricultural prices, the 
average net receipts during the next few years will be down by 
40 to 50 lakhs per annum. 

On the other hand, assuming that there will be no expansion of 
beneficent activities, or any improvement in the administrative 
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standards, . it is inevitable that there should be an increase in 
expenditure. Automatic increases will result from the following 
causes :-

First, unavoidable expenditure in connection with the new 
Constitution; 

Second, incremental scales of pay: 
Third, pension charges; 
Fourth, educational grants; and 
Fifth, the maintenance and repair of public works, following 

the period of rigorous economy. 

The drastic character of the retrenchment made after tle slump, 
and the standard of economy followed since, make it tle more 
difficult to keep expenditure down to existing figures. In his last 
budget sp.eech, when the Finance Member introduced a deficit 
Budget for the current year, he promised that he would again 
examine expenditure in every department; but he warned the 
Legislative Council that so much retrenchment had been done in 
recent years that little scope was now left. 

7. The position, therefore, is that, unless agricultural prices 
rise, of which there is little, if any, hope, the Punjab Government 
must lave increasing deficits, unless they again carry out drastic 
retrAnchment. This can only be done by stopping expansion in 
all directions, and by cutting down existing standards in many 
branches of the Administration. There is no question of starting 
on an " even keel," or of the Punjab having, to some extent, to 
progress more slowly (paragraphs 4 and 10 of Report). It mUl3t 
go back unless it gets assistance. 

8. Its position may be contrasted with that of all other Provinces 
under the present proposals. Owing to direct subventions or 
indirect relief, every Province, except the Punjab, will be able to 
start the new Constitution with greater resources than at present. 
Taking the 1936-37 figures as a basis and allowing for the 
immediate relief that will accrue on the commencement of the 
new Constitution, every Province, except the United Provinces 
and Assam; will have a surplus. In all of them the first Ministry 
will be able to start on a progressive programme-a matter of the 
greatest importance from the political point of view. In the 
Punjab alone, which claims to be one of the most progressive 
Provinces in India, will the new Government have to face shrinking 
revenues and carry out at once a programme of retrenchment. 

9, The Punjab Government know of ·'no reason for this 
discrimination against a single Province. Its case is clearly 
distinguishable from the other two Provinces which will receive no 
direct subvention. Both these Provinces will receive large benefits, 
while the Punjab gets nothing at all. 1£ the Punjab has attained 
standards of administration, and especially in the beneficent depart­
ments, higher than in some Provinces, it is mainly because the 
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people have accepted high standards of taxation. The Legislative 
Council has consistently support.ed the proposals of Government 
for new taxation. If the financial position of the Province has been 
comparatively good, it is because its Government and Legislative 
Council have for years insisted all sound principleR of finance, 
and, immediately after the economic slump, carried out the most 
drastic retrenchment. It appears to be manifestly unfair to impose 
a perpetual penalty on the Province for these reasons, or to leave 
the unfortunate impression that it might have fared better if it 
had been less provident in the past. Even jf the principle be 
admitted that the present occasion should be used to apply, as 
between the older Provinces, a certain amount· of correction to 
existing standards, the Punjab Government contend that it is 
unreasonable and unfair to apply it in such a way as to exclude 
one Province only from all benefits, and to give to another Province 
benefits out of all proportion to those given to the rest. rfhe 
direct recurring subventions out of Central Revenues proposed in 
the Report amount, roughly, to 450 lakhs (paragraph 17 of Report). 
To this sum should be added the share of the Jute tax already 
given to certain Provinces (paragraph 22 of Report). The total is 
640 lakhs. Of this sum, Bengal receives 243 lakhs, or 38 per 
cent. Out of the total sum of 640 lakhs, 375 lakhs goes to older 
Provinces, of which Bengal receives 65 per cent. This seems to 
go far beyond the "certain measw·e of correction" to which 
reference is made in paragraph 10 of the Report. If it is possible 
to give the Punjab immediate assistance without encroaching on 
the relief proposed to other Provinces, so much the better; but, if 
it is not possible, then the Punjab Government consider that the 

. proposed division of available funds is so inequitable, as between 
different Provinces, as to require modification. 

10. In short, the Punjab Government ask that the Punjab be 
included in the scheme of immediate relief on the following 
grounds :-

(i) The figures given in Appendix II-B do not correctly 
represent the revenue position of the Punjab relative to other 
Provinces, which is less favourable than there shown. 

(ii) Taking the scheme of relief as a whole, the Punjab 
will recei ve from Central Revenues, on the inception of the 
new Constitution, less than it is at present receiving. 

. (iii) Every other Province in India will get substantial 
relief in one form or another. In this respect, the case of 
the Punjab is clearly distinguishable from that of Madras and 
Bombay, the only other Provinces for which no direct sub­
vention is proposed, but which get large relief in other forms. 

(iv) Owing to unavoidable circumstances, there will be a 
serious declille in the recurring revenue receipts of the Punjab, 
coinciding with the introduction of the n€lW Constitution. 
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(v) At the same time there will be au unavoidable. and 
considerable increase in recurring expenditure. 

(vi) Asa result the Punjab must be for some years a deficit 
Province, unless drastic retrenchment is again carried out, 
which, owing to the rigour of retrenchment in the past, can 
now be done only by seriously reducing existing standards of 
administration. 

(vii) In the Punjab alone, the first autonomous Government 
will have no resources with which to carry out even the most 
modest progressive programme, but will have, instead, to 
adopt It policy of retrenchment, or, in the alternative, go 
back on the sound principles of finance which the Province 
has consistently followed since the Reforms of 1921. 

(viii) From the political point of view, the effects will 
be depiorable. 

(ix) The present scheme, if accepted, will leave a permanent 
sense of injustice in the Punjab, which will be accentuated 
by the fact that the Punjab alone gets no benefit whatever, 
while, in contrast, another Province gets advantages out of 
all proportion to those given to any of the older Provinces. 

,11. With regard to the proposed distribution of the proceeds 
of Income Tax, the Punjab Government make the following 
submissions. If the scheme stood alone, the Punjab would urge 
distribution on a population basis, which would give them about 
9 per cent. instead of 8 per cent. of the proceeds. The scheme, 
however, does not stand alone, since, in practice, it cannot be 
divorced from the other forms of permanent relief which the 
Provinces will get. When these are taken into consideration, it is 
clear that the Punjab comes out the worat of all the Provinces. The 
amount which they will get does not set off the amount which 
even the smallest Province will get by way of total relief, while as 
between them and Bengal the difference of treatment becomes 
still more marked. As, between the Punjab and the other two 
Provinces, namely, Madras and Bombay, which get no direct 
subventions, the proceeds from Income Tax further distinguish 
the caseS to the great disadvantage of the Punjab. The scheme 
of distribution accentuates the illiberal treatment proposed for 
t.he Punjab~ The general result is that not only will the Punjab 
be crippled\for the first five years of the new Constitution, but 
the assistance-,)t will receive later will be on so modest a scale as 
t() impose verY\narrow limits on progress dependent on external 
assistance. 'fhe.. Punjab Government would, therefore, ask that 
their share be in\~ea;;ed in any case to at least the population 
percentage, and t t, if it is not given any other means of direct 
relief, the share be ,aised well above'the population basis, so as to 
compensate for, the c'<;lmplete absence of relief in other directions. 
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Statement. 

~~~.t-~ ~'E 
FinanciaIRSSialiance BlreRdy given, proposed to be given h or which will be effective immediately on introduction of ~~; &! ~ .. 

new Oonstitution (in lakhs) 'dS 
=-;:-5i, GJ .. e 

"0:::- ~ ..... 
.g~~ ,,~ ... .p.e~~,Q "" ,,~ 

00; =:! ~i~ Q) te.2'8= Totalo! 0 0 
,,-; ..... ... g, ........ a~~IV'''' S<!1 

~i i1 'Il'" 'a.ce ;g ;;: 8~ ~ I:: 10 columns 
.. 

J:!,S ~ ... l~· Province G~ eg .p"t:! aJ ~~~ S"" al iil~5 (7)l\Ild(9) .s.t' o.! §'t ..... 
"o~ 8 0 S. ./li! .... ~ iii;: 'iii! tg.t- ,,~ 

~~S Q) ';' :1 Ii~ S~~~ Total (in Iskbs) 
S:> !l~ 

... Lo~ ':~9 .g g~.~ It-_ 0 ~ f s:;-... 
~i!!~~ ./log 8g f .. ~ 

~ 'ilia 
~.a8. 

~~~ ~~"ai "', ~2~ 
-a;'" i~ e· ..... .s i'C:I ACo . 111:'9 :=.9 ~Iii!~ 

r- , 

"" """ Per IAmount tiil.:l "OJ ,,0 ~o_ &i oo 

"" Ul ceutage (Iakhs) I'< 

(I) (2) (3) (4) (5) (6) (7) (K) (9) (10) (11) 

Madra.a · · 20 - - - 26'2 46'S 15 90 136'2 9'6 
Bombay · · 90 - - - 14'5 104'5 20 120 224'5 15'7 
Bengal · · - - 168 42 33 243 20 120 363 25'6 
U,P. · · - 25 (a) - - 12'7 37'" 15 90 12'1'" 9 
Pnnjab · · - - - - 1'" 1'" H 48 49'" 3'5 
Bihar · · 8 - 10 2'5 22 43'5 10 60 102'5 7'2 
C,P, · · - - - - 20'9 20'9 5 30 50'9 3'6 
A .... m · · - 30 9 2'25 15'5 56'75 2 12 6~'75 4'8 
N,W,F,P,. · - 100 (b) - - 12 112 1 6 118 8'3 
Orissa · · - 40 (c) 1 0'25 9'5 50'75 2 12 62'75 4'4 
Sind · · - 105 (d) - - 0'7 105'7 2 12 1'17'7 8'3 

--------_._-----'- ---------
TOTAL · 118 300 188 47 168'7 821'" 100 600 1,421'7 100 

Cal For a period of five ye..rs, 
(b) Snbject to reconsideration at the end_of five years. , 
(e) An additional Rs, 7 lakh. will be given in the first year, and Rs, 3 lakhs in each of the next 

four years. 
(d) For a. period <if 10 year., to be reduced gradually thereafter (paragraph 13), In the first 

year au additional RH, 6 lakh. to be given for the jail at Shakarpur. 

BIHAR 

(dated 6th May 1936). 

1. Paragraph 17 ,-In paragraph 11 Sir Otto Niemeyer admits; 
as past Committees have admitted, that Bihar and Orissa is the 
poorest Province in India. Bihar itself, has a.n extremely dense 
population, It contributes largely to the wealth of India from its 
minerals and agriculture, but derives no financial advantage as it is 
not permitted to tax minerals and is under a disability attaching 
to no other J:>rovince except Bengal owing to the Permanent Settle­
ment making any increase in Land Revenue impossible, The 
existence of mining and industrial areas is consequently only an 
extra financial burden. The Local Government urge strongly that 
the figure of 45lakhs asked for by them is the minimum immediate 
requirement as a grant-in-aid. This figure is fully justified by the 
financial history of the Province, which has been starved since it 
came into existence in 1912 and has bad perforce to maintain a 
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lower standard of administration than any other Province of India, 
which standard has been recently lowered by the policy of 
retrenchment which has been followed. While 25 lakhs will allow 
some increase over the expenditure in the 1936-37 budget, provided 
Excise receipts remain stable, this figure takes insufficient account 
of the factors mentioned above. The assistance proposed is there­
fore inadequate to start the Province on an even keel as proposed 
in paragraph 9. 

2. Paragraphs 19 to 2L-The Bihar debts contracted before 
1st April 1936, outstanding on 1st April 1937, will amount to 
471 lakhs. Of this sum, 341lakhs are pre-Reform undated debt, 
carrying interest at the rate of 3t per cent. The balance of 
130 lakhs is dated (repayable in years between 1,941 and 1966), 
of which 30lakhs are bearing interest at a rate varying from 4i to 
5i and the balance at 3t or less. If the debt were consolidated 
as in Appendix If I and repayable in forty-five years, the interest 
should llot exceed 3t per cent., giving annual instalments of about 
21t lakhs. If the debt were not consolidated, the annual budget 
saving resulting from the cancellation of the debt would, for a few 
years, slightly exceed this figure, but would rapidly decrease as 
the loans are repaid and would drop to 12 lakhs in 1956. Not 
more than 22 lakhs should therefore be taken as the maximum of 
the annual recurring budget benefits resulting from debt 
cancellation. 

3. In these circumstances the Local Government assumed that 
the figure of 22 lakhs in paragraph 21 implied that, in the case of 
Bihar, no part of the deccntralised balance would be set off 
against debt cancellation, and that the whole of the decentralised 
balance of about 3 crores would be available to the Local Govern­
ment for ways and means and for utilisation to secure funds for 
the payment of the new liability of the Province after the decen­
tralisation of balances, namely, interest of 6i lakhs on Provident 
Funds, which is approximately all that can be realised by 
investment of the balance after providing for ways and means. 

4. The Government of India have, however, advised, in response 
to a reference, that this assumption is incorrect, and that Bihar 
will receive only a single sum of 21 lakhs out of its provincial 
balances under the scheme of decentralisation, implying that the 
rest of the provincial balances will be retained by the Government 
of India as a set-off to debt cancellation. 

5. If the Government of India's view is correct, Bihar will not 
only have to find 6!- lakhs a year to meet the interest on Provident 
Funds, but will be deprived of the capital by the investment of 
which this sum might have been produced. The Local Government 
claim that on this theory the benefit .which it is intended they 
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should receive will be reduced not only by 6t lakhs, but by the 
annual value of the balance of 280 lakhs, which will be appro­
priated by the Government of India. . This figure they put at 
lOt lakhs, that being the sum by the payment of which a debt 
of 280 lakhs can be repaid in forty-five years at 2t per cent: 
The approximate net annual budget saving resulting from dehl; 
cancellation is therefore, if the Government of India's view is 
correct, reduced to lIt lakhs in place of the 22 lakhs referred 
to in paragraph 2]. 

6. The Local Government cannot believe that the Government 
of India's interpretation is correct in the case of Bihar, as on 
that interpretation the special assistance for Bihar becomes largely 
fictitious and the Local Government are convinced that Sir Otto 
Niem~yer's recommendation for the net improvement of Bihar 
finances was intended to be the equivalent of a genuine grant-in-aid 
of 25 lakhs; and this at least the Local Government claim should 
be given without any reduction of the decentralised balance. To 
sum up, on the Government of India's interpretation, Sir Otto 
Niemeyer's recommendation would only benefit Bihar to the 
ext~nt of 11t lakhs plus 2t from the Jute tax, in place of the 
25 lakhs which Sir Otto found necessary in the first instance; 
and to reach the Niemeyer figure of the requisite assistance, debt 
cancellation and the extra share in the Jute tax would have to be 
supplemented by a grant-in-aid of lOt lakhs. 

7. The Local Government are the more firmly convinced of 
their interpretation of the intention because, under the present 
proposals, they are being deprived of the benefit which will 
accrue on the decentralisation of balances to other Provinces 
which are not held to be in need of immediate a8sistance. Ry 
the methods proposed in Appendix III for the consolidation of 
debt, Madras is shown as benefiting to the extent of 26 lakhs 
and Bombay 14t, which benefit is lost by the Provinces whose 
debts are cancelled by paragraph 21. In fact, if the assignment 
of 45 lakhs claimed by Bihar cannot be given, the Local GovClU­
ment urge that, in addition to a 251akhs grant-in-aid, they should 
be allowed in the same way to share the advantages given to 

. Provinces on the liquidation of their debts against outstanding 
balances. 

8. Paragraph 35.-The Local Government's claim was that the 
basis of distribution should be wholly that of population, and they 
still consider that, as the distribution of Income Tax is a balancing 
factor to equalise the opportunities of the various Provinces, a 
distribution entirely on this basis would be fair. They would, 
therefore, press for an increase to 12 in the percentage allotted to 
Bihar, to compensate, in future, for the past financial starvatioQ 
of Bihar. 
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CENTRAL PROVINCES 

(dated 6th May 1936). 

While regretting that it has not been found possible, as a result 
of the Financial Enquiry, to recqmmend the provision immediately 
or in full measure of the relief contemplated in the Local Govern­
ment's representation made during the Enquiry, the Governor-in­
Council welcomes the cancellation of part of the debt and the relief 
afforded by the proposed scheme of decentralisation of balances 
and consolidation of debt so far as they go. He trusts that, with 
this assistance and with the continuance of the policy of rigid 
economy already pursued by this Local Government, it will be 
possible to inaugurate the reforms with at least a balanced budget 
and with a reasonable prospect of a return to an adequate standard 
in the development departments when the full share of Income 
Tax is distributed to the Provinces. 

ASSAM 

(dated 6th May 1936). 

1. The Government of Assam have examined Sir Otto Niemeyer's 
proposals regarding Assam. On the basis of the acceptance of the 
Government of India's proposals for the decentralisation of balances 
it is proposed that all debts contracted prior to 1st April 1936 will 
be cancelled and the Province granted an increase in its share of 
Jute Export Duty, a share at a future date in Income Tax receipts, 
and a subvention of 30 lakhs. The Government of Assam assume 
that the cancellation of previous debts will result in the sum 
provided in. the current year's budget for the payment of interest 
and capital of such debts (amounting to nearly 19 lakhs) being 
saved, and the current year's deficit of 63 lakhs reduced thereby. 
In the interests of the new Constitution this Government would 
request that the remaindetof the current year's deficit, so far as it 
refers to strictly Provincial expenditure, may be also cancelled. 

2. Beyond this point the opinions of the Local Government 
differ to some extent. The Indian Member and Ministers have 
read the Report _ with profound disappointment. They were" 
looking forward to the Province being made as self-sufficient as 
possible so that Provincial Autonomy may have substance. It was 
with that intention that the Government of Assam presented 
before Sir O~to, in addition to an estimate of normal receipts and 
expenditure, ',an estimate for such institutions as a High Court, a 
uuiversity and medical and technical (including agricultural) 
schools. They now find that there is not only no room for further 
progress in making up the essential deficiencies, but, on the 
contrary, even on the present scale of expenditure, there will still 
be a deficit of about 25 lalls to be covered either by taxation or 
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retrenchment. They consider that the economic condition of the 
people, the bulk of whom are agriculturists, does not permit of 
additional taxation. Retrenchment, on the other hand, would entail 
curtailment of services rende.red at present to the public, a prospect 
which they are confident no Ministry under the new Constitution 
will face with equanimity. Considering all these factors and the 
slender hope of an early expansion of rAvenues, they think an 
additional subvention of 25 lakhs is essentially necessary to put 
the Province 'on an even keel. 

3. The minority of the Local Government, though agreeing with 
a great part of this, are not able to accept the position that a 
deficit of 251akhs is involved in the proposals and think that they 
are such as, with some retrenchment, will just enable the Province 
to balance its income and expenditure in the opening years of the 
new Constitution, provided that no natural calamity occurs to 
necessitate heavy additional expenditure. There will, of course, be 
no margin for some years to come for any expansion or improve­
ment in the standards of administration, the necessity of which has 
been particularly stressed in the discussions. Especially it is 
regretted that it will be impossible to establish a university, 
without which the Government cannot control the educational 
system, and an agricultural institute to explore the agricultural 
needs of the Province. The recurring cost of those institutions 
was estimated at 51- lakhs in the papers put before Sir Otto 
Niemeyer. 

NORTH-WEST FRONTIER PROVINCE 

(dated 5th May 1936). 

1. We appreciate the extent of the relief proposed, but wish to 
make clear the exact result of the proposals over the next five 
years. Sir Otto Niemeyer has not specified which of our proposals 
he has negatived, but the fact remains that many of them have 
been cut out, though they contained nothing that we did not 
consider essential. 

(a) The subvention of one crore, fixed in the depression 
year 1932, was admittedly less than the Haig Committee 
considered necessary. Our standing deficit is 8 lakhs in 
the current budget in spite of economies so rigOI:OUS as to 
cripple any attempt at normal progress. 

(b) Further expenditure statutorily necessary is 1,67,000 
on account of the inauguration of Provincial Autonomy, 
and an average of about 2 lakhs a year on account of 
normal growth of pensionary charges during the next five 
~~ . 

(6) Further expenditure on the reserved side which we 
considerimperatively necessary in the interests of law and 
order, namely, the fo:qnation of M&rdan District, 90,000, and 
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reorganisation of the Criminal Investigation Department, 
increase ,in police investigating staff and police training 
school, 1,00,000. 

(d) The total of (a), (b) and (c) is 13t lakhs. 
(e) The benefit proposed by Sir Otto Niemeyer amounts 

to about 13 lakhs. We also hope to increase revenue by 
2 lakhs from the new Paharpur canal scheme and also 
by 1 lakh if the Motor Taxation Bill is passed. This will 
leave 2t lakhs, and even if the whole of this sum is allotted 
to the beneficent departments, many schemes of these and 
other departments which have long been accepted by the 
Government as desirable will have to remain undone. This 
leaves nothing for buildings which are urgently required 
and for which we estimated at 68 lakhs in our proposals 
to Sir Otto Niemeyer. 

2. If the beneficent departments are to receive the assistance 
which the people of this Province hope for (based particularly on 
the assurance given by the Government of India in 1931 of 
approximate equality with Northern Punjab), the view of this 
Government is that a further SUIn of at least 2 lakhs annually may 
be added to the subvention for the next few years until we receive 
a share of Income Tax to that extent. 

3. As regards buildings, it is considered that the following 
items are unavoidable: Council Hall, 1,15,000, the total cost of 
which is estimated at 2,65,000 inclusive of 1,50,000 provided in 
the current year's Budget; Government Printing and Stationery 
Office, 2,00,000 j buildings for the new Mardan District, 1,00,000 j 
police stations, 1,00,000 j quarters for clerical establishments, 
2,00,000 j and buildings for beneficent departments and water 
supply schemes, 8,00,000. The first two items are necessitated by 
Provincial Autonomy and the remaining ones are imperative. A 
non-recurring sum of at least 15 lakhs will be required for the 
above buildings, and it is earnestly requested that this amount 
may be allotted to this Province in three annual instalments of 
5 lakhs each. Even this sum makes no provision for such items 
as married quarters for police and many buildings which are 
required by the beneficent departments. 

4. We agree to the method of benefit by cancellation of debt 
and to revision of the subvention after five years. We have no 
comments to make regarding the distribution of residual Taxes on 
Income. 

5. Public opinion has hardly had time to express itself, but 
harps on the fact that the original subvention was an economy 
subvention and that the Haig Committee proposals were arbitrarUy 
renuced by the Government of India, and on the Government of 
India's assurance referred to in paragraph 2 of this telegram. 
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During the last four years the Government has continually been 
attacked in the Legislature and outside on these grounds, and 
there can be no doubt as to the genuineness . of this feeling. 
Adverse comment has been attracted by the last but one sentence 
of paragraph 16 of the Niemeyer Report, which is taken as 
unnecessarily prejudging the position five years hence. 

ORISSA 

(dated 4th May 1936). 

1. The Orissa Government consider that the proposals of the 
Niemeyer Report regarding Orissa require modification for the 
following reasons. 

2 .. The draft budget for 1936-37, on which the Orissa Govern­
ment are now working, was originally framed after normal budget 
procedure and scrutiny by the parent Provinces and further 
scrutinised by the Government of India. Savings of 4t lakhs 
have still to be found to make that budget balance on the basis of 
the subvention of 40t lakhs granted this year, without encroaching 
on the 2 lakhs opening balance. After careful examination the 
Orissa Government cannot foresee savings of much more ilian 
1 lakh in place of 4t lakhs, although all proposals for improve­
ment of the present retrenched standard have already been cut out. 
Even that saving can only be found by avoiding expenditure 
which is either obligatory (e.g. Ministers) or highly desirable 
(e.g. bacteriological laboratory) in future years. Therefore the 
revenue deficit this year, excluding the subvention, even on the 
low existing post-retrenchment basis, is 40t plus 3t, equals 
4-1Iakhs. 

3. In futUre years expenditure will rise by the cost of the 
Legislative Assembly and other charges incidental to the new 
Constitution. Moreover, this year's estimate is based on the 
lowest pay of the time-scales of all new establishment, which 
includes the whole headquarters establishment, and will inevitably 
increase as new incumbpnts draw. increments. This year's 
estimates also include only eleven months' salary instead of twelve 
for the whole of the new Secretariat and other headquarters staff, 
whereas future budgets must provide for twelve months. There 
will also be inevitable increases in other directions, especially in 
maintenance charges for buildings constructed from the capital 
grant and roads from the central reserve of the Road Fund, while 
expenditure postponed this year must be eventually incurred. 
The Province is a composite one, with different methods of 
administration in different parts, and it is difficult and undesirable 
to level all parts down to the lowest standard. Therefore the revenue 
deficit in future yeaTIl, even on the existing retrenchment basis, 
will be little less than 50 lakhs; and if the snbvention is limited 
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as proposed to 50 lakhs, there will be hardly any scope for 
improvement in the existing standard. In particular, there will be 
no prospect for many years of improving Education, Agriculture 
and Health senices or of establishing a University. Orissa 
depends on two Universities with little voice in either. The scope 
for the expansion of revenue is, as Sir Otto Niemeyer says, 
unusually limited. The Land Revenue of half the total area is 
permanently settled at less than 4 lakhs, and the greater part of 
the remainder is settled for the next twenty years. . Two-thirds 
of the Province is partially excluded and half of the Province is 
more backward than any part of Iudia, except excluded areas. 
Orissa has the special problem of floods, and retrenchment in 
recent. years has prevented even the proper maintenance of vital 
protective works, not to speak of the adoption of many measures 
recommended by the 1928 Expert Committee. ) Even with the 
additional 15 lakhs now proposed, the provision for buildings 
necessitated by separation is still inadequate, since provincial 
headquarters, one district headquarters and two sub-divisional 
headquarters have to be built, besides a central jail and other 
necessary buildings. The opening balance of 2 lakhs given this 
year will, as showu above, have disappeared by the end of the year. 
No margin will be left for unforeseen expenditure, capital or other­
wise, or for a working balance. 

4. Once it is admitted that certain Provinces and centrally 
administered areas must receive help from Indian revenues, it is 
fair to aim at some common standard for those areas. But the 
proposals involve great disparity in treatment among the 'assisted 
units, giving to Orissa a subvention far less per head of population 
than to other units who have already a far higher standard of 
expenditure per head. The Orissa Government ask for 10 lakhs 
as an opening balance to cover unforeseen non-recurring expen­
diture and 10 lakhs more as a recurring subveution to enable a 
popular government to make some slight improvement in the low 
existing standards during the opening years of the new Constitu­
tion, and to enable the Governor to discharge his responsibility for 
the partially excluded areas. The Orissa Government regard these 
additional sums as essential in order to prevent the purpose of 
Parliament in bringing the Province into existence being stultified 
by inadequate initial resources. 

5. The Orissa Government desire to press strongly for an 
additional subvention immediately on the further ground that the 
future relief by way of Income Tax will be relatively very meagre. 
Thus, putting Orissa's future relief per head of population at 100. 
the figures in the estimates for the other Provinces are Madras 141, 
Bombay 461, Bengal 166, United Provinces 128, Punjab 139, 
Bihar 128, Central Provinces 136, Assam 97, North West Frontier 
Province 184, Sind 213; so that again the poorest Province gets 
nearly the least of all, 
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SIND 

(dated 6th May 1\}36). 

1. It is a matter of some disappointment to the Sind Govern., 
ment that it has not been found possible in the Niemeyer Report 
to give assistance to Sind in the form of a substantial reduction of 
the Barrage Debt. In the absence of any reasons in the Report 
why this course is considered inconvenient, the Sind Government 
are unable to appreciate why such an arrangement should not be 
given effect to; but if this be found impossible, the proposals in 
the Report are accepted subject to the following remarks. 

2. The proposR.ls, both as regards the annual subvention and the 
repayment of the Barrage Debt, depend on the forecast of increased 
revenue due to the Barrage proving correct. This can only happen 
if normal agricultural and economic conditions obtain every year 
during the next forty-five years; but it is impossible to say that 
this condition will be fulfilled. In particular the forecast assumes 
an increase of 19 lakhs in revenue in 1947-48 and of increasing 
amounts for the next fifteen years owing to the levy of increased 
rates of Land Revenue assessment. The imposition of these rates 
will also depend on the then prevailing agricultural and economic 
conditions. 

3. The Sind Government therefore presume thai the door will be 
left open for an adjustment of the subvention and debt repayments 
in case the revenue expectations are not realised. In any such 
rE~adjustmellt Sind must be assured of the· minimum revenues 
required for its needs as a progressive Proyince .. 



East India (Constitutional Reforms-Elections) 

Vl, "-?> ., ell . N1.>+ 

RETURN G,S 
SHOWING THE RESULTS OF THE 

GENERAL ELEC~ION TO THE 
LEGISLATIVE ,ASSEMBLY 

IN INDIA 
1934 

[For the previous Return see Cmd. 3922 (193 I)] 

\ 

Presented by the Secretary of State for India to Parliament 
by Command of His Majesty 

July, 1935 

LONDON 

PRINTED AND PUBLISHED BY HIS MAJESTY'S STATIONERY OFFICE 

To be purchased directly from H.M. STATIONERY OFFICE at the following addreaaes: 
Aclaatral House, Kingsway, London, W C.z; no George Street, Edinburgh 2 ; 

York Street, Manchester J; r St. Andrew'. Cresc:ent, Cardiff; 

Cmd. 4939 

80 Chichester Street, Belfast; 
or through any Bookseller 

1935 
Price 3d. Net 



EXPLANATORY NOTE 

This return] relates to the fifth General Election to the 
Legislative Assembly under the Government of India Act of 
1919. This ·election would, in the ordinary course of events, have 
been held in 1933, since the statutory duration of the Legislative 
Assembly is three years. This period'was, however, extended for a. 
further year by the Governor-General under the powers conferred 
by the Act, and the election was accordingly.held in the Autumn . 
of 1934. 

Since 1930, no election has been held for the Council· of State 
or the Provincial Councils. The statutory duration of the former 
is five years, and in the case of the latter the statutory period of 
three years has been extended, under the powers conferred by the 
Act,. inview'of the impending constitutional changes. 



Class of constituency. 

(I) 

Madra8-
Non-Muhammadan ... 
Muhammadan .. . 
European .. . 
Landholders .. . 
Indian Commerce 

BO'ITIbay­
Non-Muhammadan ... 
Muhammadan .. . 
European .. . 
Landholders .. . 
Indian Commerce 

Benga't-
Non-Muhammadan ... 
Muhammadan .. . 
European .. . 
Landholders .. . 
Bengal Marwari 

Association 
United Provinces­

Non-Muhammadan Urban 
Non-Muhammadan Rural 
Muhammadan Urban .. . 
Muhammadan Rural .. . 
United Provinces Land-

holders ... ... 
United Provinces Euro· 

pean .... .. 
P'Uniab­

Non-Muhammadan ... 
Muhammadan .. . 
Sikh ... .. . 
Landholders .. . 

Bihar and Orissa-
Non-Muhammadan .. . 
Muhammadan... .. . 
Landholders !... . .. 

Central Provinces'~nd Berar-
Non-Muhamma41i.n .. . 
Muhammadan .~. .. . 
Landholders .l. .. . 

A8sam-- \ 
NOn-Muhammad~ .. . 
Muhammadan... .. . 
European ... .. . 

4 

SUMMARY 

Number 
of 

seats. 

(2) 

10 
3 
1 
1 
1 

7 
4 
2 
1 
2 

6 
6 
3 
1 

1 

1 
7 
1 
5 

1 

1 

3 
6 
2 
1 

8 
3 
1 

4 
1 
1 

2 
1 
1 

Number 
of 

seats filled. 
without 
contest. 

(3) 

1 

1 
2 

1 

2 
4 
3 

1 
3 

1 

1 

4 

1 

1 
2 

1 

1 
1 

Number 
of candi­
dates for 
contested. 

seats 

(4) 

21 
8 

2 
2 

18 
8 

3 
2 

11 
4 

2 

2 

13 
3 

11 

6 
4 
7 

16 
2 
2 

9 
4 

4 

Percentage 
of votes 

polled. to 
number of 
electors in 
contested 
constitu-

encies. 
(5) 

58·4 
62·7 

60·38 
55·52 

76·98 
83·09 

26·7 
34·1 

60·4 

94·6 

56·76 
57·00 
70·00 

64·0 
75·9 
60·6 

64·1 
73·3 
85·7 

58·2 
62·9 

45·8 

Percent­
age in 
1930. 

(6) 

30·4 
56 

72·95 

10·0 
58·41 

40·3 

87·0 

14·18 

43·72 

40·5 
62·2 
49·9 

8·7 
53·7 
62·6 

41·0 
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SUMMARY-continued 

ClMS of constituency. 

(1) 

N orth-West Frontier 
Provine&--

General ... ... 
Burmor-

BUl'IllII. Europep.n Con-
stituency ... ... 

BUl'IllII. (Non-European) 
Constituency ... 

Delhi--
General ... 

A.jmer Merwara-
General ... 

TOTAL ... 

Province. 

lladraa 
Bombay 
Benga.l 
Jnited Provinces ... 
:'unjab 
3ihar and Orissa. 

... 

... 

... 

... 

:Jentral Provinces and Berar 
~Bam . 
~orth-west Frontier Province 
3urma 
)elhi 
~jmer Merwara 

Number 
of 

seats. 

(2) 

1 

1 

3 

1 

1 
---

106 

Number Number 
of of candi-

seats filled dates for 
without contested 
contest. seats. 

(3) (4) 

- 3 

1 -
- 4 

- 2 

- 4 

32 177 

. 
Provincial percentage 

of votes polled in 
contested 

constituencies. 

58·9 
59·99 
28·7 
60·1 
65·5 
64·5 
58·5 
45·89 
73 
29·99 
38·62 
76·6 

TOTAL ELECTORATE: 1,415,892 

Percentage 
of votes 

polled to 
number of Percent-
electors in age in 
contested 1930. 
constitu-

encies. 
(5) (6) 

73·0 -

- -
29·99 17·7 

38·62 22·87 

76·6 35·88 
---

53'54 26·1 

No. of 
candidates 

who forfeited 
deposit. 

5 
6 
2 
4 
2 
3 
4 

Nil. 

" 
" .. 
1 

TOTAL NUMBEB 011' VOTERS IN CoNTESTED CONSTITUENCIES:· 1,135,899 

TOTAL NUMBEB 011' VOTES POLLED 608,198 



Province. 

(1) 

Madras ... . .. 
Bombay ... . .. 
Bengal ... . .. 
United Provinces ... 
Punjab .. ... . .. 
Bihar arid Orissa ... 
Centrl).l Provinces and Berar 
Assam ... . .. . .. 

6 

WOMEN VOTERS 

No. 
enrolled. 

(2) 

28,322 
8,829 

20,262 
8,651 
3,491 
2,906 
1,388 

706 

No. en­
rolled in 

contested 
consti­

tuencies. 
(3) 

28,048 
7,260 
9,359 
4,764 
2,547 
1,867 
1,367 

604 

No. who Percentage 
who of col. (4) 

voted. on coL (3). 

(4) (5) 

8,165 29·11 
2,119 29·19 

898 9·6 
700 14·7 
578 22·7 
348 18·6 
237 17·3 
112 18·54 

North-west Frontier Province - - -
Burma. ... . .. 6,134 6,028 1,111 18·43 
Delhi ... ... . .. 913 913 237 25·95 
Ajmer Merwara ... - - - -

Percent­
age in 
1930. 

(6) 

11·5 
3·2 
-
3·3 
7·5 
3·0 
-
-
-
-
-
-



l).I!;'.L'A.u. • .ll;IJ ;:STA'.L'~l'fJ: 

In Column (7) the initials prefixed in heavy type denote, where known, the Political Party to which each Candidate belongs (C. = Congress, 
I. = Independent, C.N. = Congress National, E. = European.) 

Number Number Total Total Percentage number of Place and c!s.ss of of of number of electors of col. (5) Successful oandidate. 
oonstituency. Seats. candidates. electors. who voted. oneal. (4). 

(1) (2) (3) (4) (5) (6) (7) 

MADRAS-
Non-Muhammadan UrbaTlr-

Madras City •.• ... . .. 1 2 15,131 12,419 82·07 - O. Mr. S. Satyamurti Iyer. 
Non-Muhammadan Rurfd-

Ganjam cum Vizagapatam ... 1 2 50,949 27,430 53·8 O. Mr. V. V. Girl. 
East Godavari, West Godavari cum 

Kistna ... ... ... ... 1 2 61,654 34,391 55·8 O. Mr. K. Nageswara Rao Pantulu. 
Guntur cum Nellore ... ... i. 2 25,399 16,601 65·4 O. Mr. G. Ranganayakulu. 
Madras Ceded Districts and Chitto or 1 2 26,822 16,776 62·5 O. Mr. M. Ananta Sayanam Garu. 
Salem and Coimbatore cum North 

Arcot .... ... . .. ... 1 2 25,448 17,649 68·9 O. Mr. T. S. Avanashilingam Chettiar. 
South Arcot eum Chingleput ... 1 2 19,824 14,123 71·2 0.. Mr. C. N. Muthuranga Muda.liar. 
Tanjore cum Trichinopoly .:. ... 1 '3 27,082 17,081 63·07 O. Dr.T. S. S. Rajan. 
Madura and Ramnad cum Tinnevelly , 1 2 37,529 13,189 35·1 O. Mr. P. S. Kumaraswami Raja 

Avargal. 
West Coast and the Nilgiris ... 1 2 21,964 12,776 58·2 O. Mr. Samuel Aaron. 

MuhammadaTlr-
North Madras ... ... . .. 1 4. 2,820 1,869 66·2 I. Mr. UIlI1'8.lisha. 
South Madras _ ... ... ... 1 2 8,252 4,395 53·2 I. M.Syed Murtuza Sahib Bahadur. 
West Coast and the Nilgiris ... 1 2 4,786 3,689 77·07 I. Mr. H. A. SatharHaji Essa.ck Saito 

Madras-European ... ... ... 1 1 2,447 - - E. Mr. F. E. James. 
Madras-Landholders .•. ... ... 1 2 629 554 88,07 

I C • 
Raja Sir Vasudeva Raja. 

Madras-Indian Commerce ... ... 1 2 1,652 1,471 89·04 Mr. Sami Venkatachalam Chetty. 

Total ... ... 16 34 332,388 194,313 58·4 
--- - -------



DETAILED STATEMENT--continued 

Number Number Total Total Percentage number of 
Place and elass of of of number of electors of col. (5) Successful candidate. 

constituency. Seats. candidates. electors. who voted. oneol. (4). 

(1) (2) (3) (4) (5) (6) (7) 

BOMBAY-
Nun-Muhammadan Urban- ' 

68'39{ 
.I. Sir Cowasji Jehangir, Bt.;K.C.I.E., 

Bombay City ... ... ... 2 4 45,213 30,923 O.B.E. 
C. Dr. G. V. Deshmukh. 

Nun-Muhammadan RuroJ,-
Bombay Northem Division ... 1 2 50,796 25,990 51·17 C. Mr. Bhulabhai J. Desai. 

Bombay Central Division 2 6 45,464 26,465 58.21{ C. Mr. K. M. Jedhe. ... ... C • Mr. N. V. Gadgil. 
Bombay Southem Division ... 1 3 33,346 22,383 67'12 C. Mr. S. K. Hosmani. 
Sind... ... ... ... ... 1 3 21,497 12,778 59·44 C.N. Mr. Lalchand Navalrai. 

Muhammadan Urban- a> 
Bombay City ... ... ... 1 1 6,551 - - I. Mr. M. A. Jinnah. 

Muhammadan Rural-
Bombay Central Division ... ... 1 5 2,548 1,869 73·35 - Mr. A. E. Haroon Jaffer. 

Sind 2 3 24,017 12,880 53.63{ 
I. Seth Haji Abdullah Haroon. ... ... ... ... ... Mr. N. B. I. B. Bhutto . 

European-
-{ E. Mr. W. B. Hossack. 

Bombay ... ... .. . ... 2 2 9,769 - E • Sir Leslie Hudson, Kt. 

Landlwlders-
Sind Jagirdars and Zamindars ... 1 3 1,638 1,261 76·98 - Sir Ghulam Hussain Hidayatullah, 

K.C.S.I. 
Indian Oommeroo-

The Indian Merchants' Chamber and 
Bureau ... ... ... ... 1 2 562 467 83·09 - Mr. Mathuradas Vissanji. 

The Bombay Millowners' Association 1 1 84 - - I. Mr. H. P. Mody. 

Total 16 35 241,485 135,016 55·9 -... ... 



BENGAL-
Non-Muhammadan Urba1lr-

Calcutta 1 1 16,008 - - (l.N. Mr. S. C. Bhose 
Calcutta Suburbs 1 1 27,884 - - C.N. Dr. P. N. Banerjea.. 

Non-Muhammadan Rural---
Burdwan Division ... 1 3 37,243 11,220 30'1 C.N. Mr. A. N. Chattopadhyaya. 
Presidenoy Division ... 1 4: 32,195 9,358 29·1 C.N. Mr. L. K. Maitra. 
Dacca Division 1 2 30,256 1,143* 3'8* C.N. Mr. S. K. Shome. 
Chittagong and Rajshahi Divisions ••• 1 2 36,106 14,56Q 40'3 . C.N. Mr. A. C. Dutta. 

Muhammadan Urba1lr-
Calcutta and Suburbs 1 1 6,805 - ~ (President) Sir Abdur Rahim. K.C. S.I. 

Muhammadan Ru'l'olr-
Burdwan and Presidenoy Divisions ..• 1 2 20,187 5,798 28·7 - Sir Abdul.la. Suhrawardy, Kt. 
Dacca cum Mymensingh 1 1 9,105 - - - Mr. A .. H. K. Ghuzna.vi. 
Bakarganj cum Faridpur 1 1 14,190 - - I. Mr. A. K. Fazlul Huq. <0 
Rajshahi Division ... 1 2 22,097 8,639 39·1 C. Mr. M. A. Y. Baqui . 
Chittagong Division ... 1 1 17,933 - - - Mr. M. Anwar-ul-Azim. 

- { E. Mr. George Morgan, C.I.E. 
Bengal :E;uropean 3 3 1,594 - E. Sir Darcy Lindsay, Kt. C.B.E 

E. Mr. J. A. Milligan. 
Bengal Landholders 1 2 740 447 60·4 I. Mr. D. K. Lahiri Chaudhury. 
Bengal Marwa.ri Association 1 2 111 105 94·6 - Mr. Baijna.th Bajoria. 

Total 17 28 272,454 51,270 18·9 

-- --------------

* The election was purely forma.11lS one of the candidates did not contest the poll. 





rn-
m-Muhammada:nr-
naba.la Division 1 2 7,677 6,811 
llundur Division 1 2 6,029 3,422 
est Punjab ••• 1 2 18,620 10,700 

a,mmadan,-
at Punjab ..• 1 1 3,696 -
at Central Punjab .•• 1 2 6,079 4,264 
est Central Punjab 1 1 12,045 -
IrthPunjab 1 1 3,238 -
Irth-West Punjab .• _ 1 2 7,616 6,125 
11th-West Punjab 1 1 3,975 -

at Punjab ... 1 4 3,122 2,367 
18t Punjab .•• 1 3 16,134 9,296 

holdere-
lIljab Landholders .•• 1 1 1,132 -

Total 12 22 88,162 41,985 

·76·7 C. Mr. E 
68·0 C.N. La.Ia 
67~8 Bhai 

- I. Syed 
70·1 I. Mr.} 
- Mr. 1 
- Sir l\l 

80·4 K.S. 
- I. K.B 

B 

75·8 C.N.Sarw 
57·6 C.N.Sarw 

- I. Mia] 

47·6 

,am La.ll. 
'akir Chand. 
'armanand. 

Ghulam Bhik Nairang. 
L. Gauba. 
dulla. Hafiz. 

:uha.mmad Mehr Shah, Kt. 
Shaikh Fazal Haq. 
Makhdum Sayyid Rajan 

a.khsh Shah. 

Mangal Singh. 
Sant Singh. 

Ghias-ud-Din. 

'"" I-' 



DETAILED STATEMENT-continued 

Number Number TotaJ Total 
number of 

Place and class of of of number of electors 
constituency. Seats. candidates. electors. who voted. 

(I) (2) (3) (4) (5) 

BWAR and ORISSA-
Nrm-Muhammndo!rlr-

Patna cum Shahabad ... 1 3 13,071 9,334 
Gaya cum Monghyr •.•. •• 1 2 15,455 10,859 
Darbhanga cum Saran ••• ... 1 3 8,134 5,956 
Muzaffarpur cum Champaran ... 1 2 7,232 4,721 
Bhagalpur, Pumea and Santal 

Pargana.s ... ... .. . ... 1 1 9,130 -
Orissa Division ... ... . .. 2 3 6,696 3,685 

Chota Nagpur Division ... ... 1 3 12,542 5,967 

Muhammado!rv-
Patna, Chota Nagpur cum Orissa 

Division ••• ••• ••• ... 1 1 5,062 -
Bhaga.lpur Division ... ... ... 1 1 3,845 -
Tirhut Division ... ... ... 1 2 2,006 1,471 

Landholder8-
Bihar and Orissa, Landholders ... 1 2 161 138 

Total ... 12 I 
I 

23 83,334 42,131 

Percentage 
of col. (5) 
on col. (4). 

(6) 

71·4 
70·3 
73·2 
65·3 

-
55·0 { 

47·6 

-
- .-

73·2 

85·7 

50·6 

Successful candidate. 

(7) 

C • Mr. Anugrah Narayan Singh. 
C. Mr. Shri Krishna Sinha. 
- Mr. Satya Narain Singh. 
C. Mr. Bepin Behari Varma. 

C. Mr. Dip Narain Sinha. 
C. Mr. Bhubanananda. Das. 
C • Pt. Nilkantha Das. 
C. Mr. Ram Narayan Singh. 

I. Mr. Nauman Muhammad. 
I. Maulvi Badi·uz-Zamo.n. 
I. Maulvi Mahomed Sha.fi Daudi. 

- Raja Harihar Prasad Narain 
Singh. 

..... 
Il:) 



CENTRAL PROVINCES and BERAR-
Non-Muhammadan-

Nagpur Division 1 2 10,288 

Central Provinces Hindi Divisions 2 4 18,293 

Bero.r .•• 1 3 13,611 

Muhammadan-
. Central Provinces Muhammadan 1 4 2,873 

14lT1dhoUkrs-
Central Provinces Landholders 1 1 238 

Total 6 14 45,303 

ASSAM-
Non-Muhammadan-

Assam Valley 1 2 19,008 
Surma Valley cum Shillong 1 2 9,442 

Muhammadan-
Assam Muhammadan 1 1 11,542 

European-
Assam European 1 1 1,466 

Total 4 6 41,458 

NORTH-WEST FRONTIER 
PROVINCE-

General 1 3 7,613 

7,105 69·06 

9,764 53·3 { 

7,679 56·4 

1,809 62·9 

- -
26,357 58·2 

8,682 45·68 
4,353 46·10 

- -

- -
13,035 31·4 

5,524 I 73·0 

C. Dr. N. B. Khare. 
C. Seth Govind Da.s. 
C. Mr. Ghanshiam Singh Gupta. 
C.N. Mr. M. S. A:n.ey. 

L K. S. Nawab Siddique Ali Khan. 

C. Seth Sheoda.ss Daga. 

C. Srijut Nabin Chandra Bardaloi. 
C. Mr. Basanta Kumar Das. 

I. Maulvi Abdul Matin Chaudhury. 

E. Mr. F. W. Hockenhull. 

C. Dr. Khan Sahib. 

I-' 
CI:) 
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DETAILED STATEMENT-oontinued 

Number Number Total Total Percentage 
Place and olass of of of number of number of of col. (5) 

oonstituency. Seats. candidates. electors. electors on ool (4). Successful candidate. 
who voted. 

(1) .(2) (3) (4) (5) (6) (7) 

BURMA-
Burma. .European Constituency, 

Rangoon ... ... ...... 1 1 2,535 - - E. Mr. W. J. C. Richards. 
Burma. (Non.European) Constituency, { P80PI8'I}U, The~ Maung. 

Rangoon ... ... ...... 3 4 50,577 15,171 29·99 Party. Dr. Th~lD Maung. 
UBaSl. 

Total ... 4 5 53,112 15,171 28'5 

DELHI-
General... ... ... ...... 1 2 11,371 4,392 38'62 C. Mr. Asaf Ali. 

AJMER-MERWARA-
General... ... ... ...... 1 4: 6,596 5,054 76·6 Non-Party. Seth Bhag Chand Soni. 

D 

..... 
II>-
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MEMORANDUM 
BY THE 

UNDER SECRETARY OF STATE 
FOR INDIA 

RELATING TO THE 

ACCOUNTS of the GOVER.NMENT OF INDIA (Central Government) . 
for 1933-34 and the ESTIMATES for 1934-35 and 1935--36 

I.-INTRODUCTION 

SEPARATION OF CENTRAL AND PROVINCIAL FINANCES 

The chief Provincial Governments in India have assigned to 
them specific revenues of their own, and are· responsible for the 
discharge of those functions of Government which have been 
classified as "provincial subjects." 

The finances of the Central Government and of the several 
Proyincial Governments are thus kept separate and distinct from 
each 0111er. 

The annual volumes of the " Finance and Revenue Accounts 
of the Government of India," commencing with that for 1921-22, 
exhibit separately the revenue and expenditure of the Central 
Government and of each of the Provincial Governments. The 
Central Government and each Provincial Government issues 
annually its own budget estimate for the forthcoming year and, 
in most cases, a revised estimate for the closing year. . This 
Memorandum, however,deals with the Accounfs and Estimates 
of the Central Government only, except where otherwise stated. 

SEPARATION OF RAILWAY FINANCE FROM GENERAL FINANCE 

In accordance with a Resolution passed in the Legislative 
Assembly in September, 1924, Railway Finance has been separated 
from the general finances of Government with effect from the year 
1924-25. Notes on the Railway Budget will be found on 
pages 12. to 14. 



RATES OF EXCHANGE 

The sterling amounts under Revenue and Capital heads in 
the Annual Accounts are converted . into -rupees at the average 
of the daily ,rates for tele~aphic transfers in Calcutta on London 
in each year; the ~ate applied in 1933-34 being Rs. 13·31853 
per £. In the Budgets for 1934--35 and 1935-36, a conversion 
rate of Is. 6d. per rupee is assumed, and in the Revised Estimate 
for 1934--35 a rate of Is. 6-hd. per rupee. 

The sterling amounts under Debt and Remittance heads are 
converted into rupees at Rs. 131 per £. (Is" Gd. ,peq:upee). 

'H.-REVENUE, AND EXPENDITURE CHARGED TO 
REVENUE. 

GROSS REVENUE AND EXPENDITURE, 

The Gross Revenue and Expenditure of the Government of 
India for the three years to which this Memorandum refers are 
shown in Table k on pages 6 and 7. 

All receipts on revenue account are included in the total of 
revenue and all outlay in the total of expenditure, with the mairl 
exceptions that the working expenses of railways, irrigation 
works and posts and telegraphs, and the surplus profits paid to 
Indian States and certain railway companies, are treated not as 
expenditure but as a deduction from revenue . 

• 
NET REVENUE AND EXPENDITURE 

The figures of Gross Revenue given in Table A, although 
showing the net receipts of railways and other commercial under­
takings, make no deduction on account of interest charges ; the 
total receipts under tax revenue do not eliminate the cost of 
collection; and the receipts from opium-sales take no accpunt of 
the cost of cultivation and manufacture. Customs revenue includes 
the portion of the Customs and Excise duties on motor spirit 
payable to the Road Development Fund, for - expenditure by' 
Provincial Governments, etc. On the expenditure side, Defence 
expenditure is shown gross, the Defence receipts being included 
under revenue, and the appropriation to the Road Development 
Fund is included under Civil Works. 

To present a picture of the revenue available for administra­
tive purposes and the expenditure on such purposes, an analytical 
table of the Net Revenue and Expenditure ojthe Central Government 
is given in Table B on pages 8 and 9. ' 

., 12801 
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A.-:-GROSS REVENUE AND EXPENDITURE CHARGED 

lUnHVIt 

Principal Heads of Revenue-

Customs .. .. .. .. 
Taxes on Income .. .. .. 
Salt .. .. .. . . ., 

OpillID .. _. -- .. 
Other Heads .. .. .. 

Total Priocipal Heads .. 

Railways: Net Receipts •• .. 
Jnigatioo: Net Receipts •• .. 
Posts and Telegraphs: Net Receipts 

Interest Receipts .. .. .. 
Civil Administration .. .. 
Currency and Mint •• .. .. 
Civil Works .. .. .. .. 
Miscellaneous .. .. .. 
Defence Receipts .. .. .. 
PlOVincial Contributions and Mis-

oe1laneous Adjustments between 
Central and Provincial Govern-

\ ments .. .. , . .. 
Extraordinary Items .. .. 

Total Revenue .. .. 

Accounts, 
1933-34. 

Rs. 

47,16,41,385 

17,12,85,181 

8,85,84,579 

1,58,96,779 

1,80,44,729 

76,54,32,653 

33,03,87,228 

8,799 

32,44,499 

1,62,82,626 

76,21,910 

1,33,41,218 

26,93,048 

78,95,428 

5,32,61,929 

-
35,63,550 

1,20,37,30,888 

Budget _ 

~, 

Rs. 

47,76,00,000 

17,25,00,000 

8,73,00,000 

95,07,000 

1,81,81,000 

76,50,88,000 

32,58,27,000 

3,000 

69,78,000 

1,86,25,000 

78,28,000 

1,2~,02,OOO 

23,86,000 

56,37,000 

5,20,47,000 

-
-

1,19,71,21,000 

• 

Revised 
Estimate. 
llIM-35_ 

Rs. 

51,17,00,000 

17,25,00,000 

8,55,00,000 

71,46,000 

1,90,16,000 

79,58,62,000 

. 
32,37,83,000 

15,000 

97,69,000 

2,11,85,000 

81,26,000 

1,29,18,000 

23,88,000 

74,16,000 

5,23,32,000 

-
2,000 

1,23,37,96,000 

Budget 
Estimate, 
1935-36. 

Rs. 

51,84,00,000 

16,40,00,000 

8,73,00,000 

61,16,000 

1,91,05,000 

79,49,!lI,ooo 

32,25,45,000 

14,000 

70,52,000 

82,56,000 

92,75,000 

1,07,01,000 

23,30,000 

56,63,000 

4,92,77,000 

-
-

1,21,00,34,000 

. 
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TO REVENUE OF THE CENTRAL GOVERNMENT 

EXPENDITURE. 

Direct Demands on the Revenue 

Accounts, 
1983-34_ 

Rso 

4,21,56,208 

Budget 
Estimate, 
1934-35_ 

Rso 

4,00,79,000 

Revised 
Estimate. 
1934-35. 

Rso 

4,04,90,000 

Forost and other Capital Outlay 
charged to Revenue .... 88,887 1,46,000 1,14,000 

Railways: Interest and Miscellaneous 
Charges _ _ _ _ _ 0 0 _ 33,03,87,228 32,58,27~000 32,37,83,000 

Irrigation 

Posts and Telegraphs 0 0 

Deht Services •• 

Civil Administration .•• 

Currency and Mint 

Civil Works 

Miscellaneous o. 

Dofence Services 

Miscellaneous adjustments between 
the Central and ProvinciaJ Gov-
ernments •• ••• .", •• 

Extraordinary Items •• 

Total Expenditure Charged to Revenue 

Surplus .. .. .. 

• 

• 
Total .. .. .. .. 

4,05,423 5,95,000 5,92,000 

89,11,568 88,32,000 87,45,000 

12,28,56,924 13,33,55,000 13,28,43,000 

9,53,62,049 9,58,62,000 ,11,10,60,000 

59,30,917 66,39,000 74,04,000 

1,98,23,459 2,01,96,000 2,46,18,000 

4,21,28,524 4,31,74,000 4,36,99,000 

49,75,08,929 49,58,47,000 49,57,58,000 

",00,00,000 2,52,44,000 2,~,90,OOO 

2,81,72,772 8,10,000 1,16,00,000 

1,20,37,30,886 1,19,61,06,000 1,23,01,96,000 

- 10,15,000 86,00,000 

1,20,37,30,888 1,19,71,21,000 1,23,37,96,000 

Budget 
Estimate, 
183Ii-36_ 

Rso 

4,19,58,000 

49,000 

32,25,45,000 

5,57,000 

86~46,OOO· 

13,39; 13,000 

10,17,13,000 

32,56,000 

2,25,32,000 

4,45,76,000 

49,90,77,000 

3,04,94,000 

1,36,000 

1,20,94,52,000 

5,82,000 

1,21,00,34,000 



B.-NET REVENUE AND EXPENDITURE OF THE CENTRAL GOVERNMENT 

Net Revenue 

I. TaJi Revenue:­
Customs 
Taxes on Income 
Salt .• 
Other Heads 

II. Opium •• 

III. Commercial Departments :­
Railways 
Irrigation .• 
Posts and Telegraphs 

IV. Currency and Mint 
• 

V. Interest Receipts 

VI. EJitraordinrwy Receipts 

VII. Other Reven1te :-
Civil Administration 
Pavments from Indian States 
Other Heads 

Total Net Revenue .. 

Accounts, 
1933-34. 

1 
Rs.lakhs. 

45,09'33 
16,30·36' 
7,70'92 

55·00 

Budget Estimate, 
1934-35. 

1 
Rs.lakhs. 

45,57 ·42 
16,39'97 
7,57'92 

57·12 

Revised Estimate, 
1934-35. , 

Rs.lakhs. 
48,84·90', • 
16,39'55 
7,39'25 

64·73 

Budget Estimate, 
1935-36. 

I 
Rs,lakhs. 

49,38'06 
15,48'43 
7,55-12 

64·70 
69,65·6111----

88·15 

70,12'43 1---
52·79 

73,28'43 11----

35·42 

73,06'31 

25·35 

-3·75 
-51·94 

76·22 • 
74·85 

121·13 

-0,71 
-]4·47 

-05·69 '1----
74·10 

162·83 

35·63 

~I 
75,42,83 

78·28 
73·73 
95·27 

-20' 18 1 

60·63 

1,86,25 

-5'06 
13·81 

-0·24 
-13·01 

8' 25 1---1 

55·14 

211·85 

·02 

92·75 
73·60 
90·68 

-18·25 

74·45 

82·56 

264·93 I 257·03 

79,04'04 I 77,27'45 

00 



Net Expenditure 

Accounts, Budget Estimate, Revised Estimate, Budget Estimate, 
--- • 1933-34. 1934-35 . 1934-35. 1936-36. 

I I I I 
I. Debt Services :- Rs.lakhs. Rs.lakhs. Rs.lakhs. Rs.lakhs. 

Interest .. .. .. .. 9,28'57 10,33'55 10,28'43 10,39' i3 
Reduction or Avoidance of Debt 3,00'00 3,00'00 3,00'00 3,00-00 

II. Defence Services :-
12,28'57 13,33'55 13,28'43 13,39,13 

Effective .. .. .. 35,55·20 36,68'52 35,80·71 37,30,42 
Non-effective' .. .. .. 8,17'56 8,19·23 8,18'57 8,24'20 . Transfers to or from Defence Re-

serve Fund .. .. .. 69·71 -49'75 34·98 -56·62 
44,42,47 44,38,00 44,34'26 44,98'00 

III. Net Capital Outlay on Commercial • Departments charged to Revenue:-
Posts and Telegraphs and Irriga-

tion .. .. .. .. 4·96 4·28 3·78 3·12 

(I:) 

.' 
IV. Miscellaneous Adjustments between 

Central and Provincial Govern- • ments .. .. .. .. 1,00'00 2,52·44 2,94'90 3,04'94 

V. Extraordinary Payments .. .. 2,81'73 3·10 1,16'00 1·36 • 
VI. Other Expenditure:-

Civil Administration .. .. 9,53·62 9,58'62 11,10·60 10,17·13 
Other Heads .. .. .. 5,31'48 5,39'06 5,80·07 . 5,57'95 

14,85'10 14,97·68 16,90'67 15.75·08 

Total Net Expenditure •• .. .. 75,42'83 75,29·05 78,68'04 77,2Hl3 

Surplus (+) or Deficit (-) .. .. - +10·15 I +36·00 +5·82 
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ACCOUNTS, 1933--34 . • 
The Revised Estimates for 1933-34 envisaged the transfer of 

an anticipated surplus of Rs. 129 lakhs to the fund for recon­
struction due to earthquake damage. fThe Revenue accounts 
show improvements -under'several heads and the actual surplus 
was Rs, 272 lakhs. The whole of this surplus was transferred 
in the accounts of 1933--34 to the fund for reconstruction due to 
earthquake damage but it has now been decided to utilise 
Rs.62.1akhs of this for debtredemption,- the balance of Rs. 210 
lakhs being retained in the fund. 

REVISED ESTIMATES, 1934--35. 

The ReviseclEstimate tomparcswith the '".BU9.get Estimate 
for 1934-35 as follows :-

.. Budget Revised 
• Estimate. Estimate . 

Rs:lakhs. Rs.lakhs. 
Revenue 119,71 123,38 
Expenditure .. 119,61 120,11 

Surplus .'. . , " 10 3,27 

The Revised Estimate shows a net improvement of Rs. '317 
lakhs over the Budget Estimate, after taking into account an 
increase in Customs Revenue of Rs. 341 lakhs and an increase 
in the subventions to jute growing Provinces from the jute 
export duty of Rs. 43 lakhs to Rs. 169 lakhs. . 

The following reductions were made by the Legislative 
Assembly in the ,Supplementary Demands for Grants, 1934-35, 
presented to them, viz. : 

Rs .• 

Customs 11,01,000 
Transfer to the Fund for the transfer of 

the Agricultural Research Institute 
from Pusa to Delhi ' 36,00,000 

The Governor-General in Council has, under Section 67 A (7) of 
the Government of India Act, declared that the supplementary 
demand under II Customs" is essential to the discharge of his 
responsibilities; and, in accordance with the intentions of the 
Legislative Assembly, he has decided to debit to Capital the cost 
of the removal of the Agricultural Research Institute from Pusa 
to Delhi. 

From the surplus of Rs. 327 lakhs mentioned above, the 
following provisions have been made, namely :-

Special contribution to the Road Rs. lakhs. 
, Development Fund . ..• 40 
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Grants to Provinces for economic Rs. lakhs. 
development and improvement of 
rural areas 113 

Development in tribal areas on the North 
West Frontier .. 25 

Develop~ent of Broadcasting ., 20 
Development of Civil Aviation. . . 93 

The remainder of the surplus, amounting to Rs;· 36 lakhs, 
will go towards debt redemption. 

BUDGET, 1935--36. 
After making allowance for the discontinuance of the 5 per 

cent. cut in pay,' it was estimated that the Revep.ue account in 
1935--36 will sho~ a surplus of Rs. 150 lakhs: of this amount, 
approximately Rs. 144 lakhs will be utilised to reduce taxation, 
the final budget estimate showing a nominal surplus of Rs. 5·82 
lakhs. 

The following reductions were made by the Legislative 
Assembly in the demands for grants for 1935--36 presented '0 
them, viz. :-

Railways. 
Railway Board 
Miscellaneous expenditure 
Repairs and maintenance of Structural 

works 
Expenses of Traffic Department .. 

Civil 
Salt.. 
lIome Department 
Army Department 
Baluchistan 

Rs. 
8,24,999 

10 

100 
300 

100 
100 

4,30,999 
100 

Of these reductions the Governor-General in Council has, under 
Section 67A (7) of the Government of India Act, restored the 
demands under" Railway Board" and " Army Department" 
as being essential to the discharge of his responsibilities. 

The following reductions in taxation were made, viz. :-
Income-tax and Super-tax: A reduction in the rate of tax 

on incomes of Rs. 1,000 or upwards but less tha:i:t Rs; 1,500 
from 2 pies to Ii pies in the rupee; and on incomes of 
Rs. 1,500 or upwards but less than Rs. 2,000 from 4 pies 
to 2i pies in the rupee. Also a reduction was made in 
the surcharges on income-tax' and super-tax from one­
fourth to one-sixth. Estimated cost Rs. 136 lakhs. 

Export duty on raw skins: Abolition of the duty, 
estimated to cost Rs. 8lakhs. 

Import and export duties on silver: Reduction from. 
,5 t02 annas an ounce. No change in yield estimated. 
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The Indian Finance Act, 1935, which effected the reductions 
in taxation and continued the existing rates of Salt duty and 
Inland postage, was, after being re.commended by the Governor­
General, not passed by the Legislative Assembly. It was, 
however, passed by the Council of State and was made an Act, 
on the 22n<;l April, 1935,. by the Governor-General under the 
provisions of Section 67B of. the Government of India Act (vide 
Parliamentary Paper H.C. 113 of 1934-35). Pending the corning 
irito operation of the Indian Finance Act, 1935, two Ordinances 
were promulgated on 30th March and Is~ April, respectively, to 
continue the existing inland postage rates and to fix the rates 
of income-tax and super-tax from 1st April, 1935, until the 
passing of the Finance Bill. A Notification was also issued on 
the 30th March continuing the existing rate 04 salt duty. The 
additional import duty on foreign salt was also :continued for 
another year by an Act, which received the assent of the Governor­
General on the 21st April, 1935. 

III.-RAILWAYS 
.In accordance with the resolution passed by the Legislative 

Assembly in September, 1924, railway finance was separated from· 
the general finances of the Government of India with effect from 
1924-25. After deductin.g all working expenses, including interest 
charges of commercial lines, the railways have to make a con­
tribution to general revenues equal to 1 per cent. on the capital at 
charge of the comme-ciallines (excluding Capital contributed by 
Companies and Indian States) in the penultimate year plus one­
fifth of surplus profits in such penultimate year and one-third 
ot the amount remlrining available for transfer to Railway reserves 
in excess of Rs. 3 crores, but from the amount of these contribu­
tions are deducted the interest on capital and loss in working of 
strategic lines. . 

The contribution to general revenues during the six years 
1924-25 to 1929-30 totalled Rs. 36 crores. The contribution for 
1930-31-some Rs. 6 crores-was found from the Railway 
reserves, but in consequence of the serious fall in Railway earnings 
due to the general economic depression, a contribution has not 
been found practicable since. At the end of 1935--36 the total 
contributions to general revenues remaining unpaid during the 
five years commencing with 1931-32 will amount to about 
Rs. 26 crores. 

In comparing the figures of Railway Revenue and Expenditure 
for 1934-35 and 1935--36 with those for previous years, account 
must be taken of a decision to include in the estimates and 
accounts, from 1934-35 onwards, the receipts and expenditure of 
lines belonging to private Companies or Indian States, but worked 
by the Main Line Administrations for a percentage of the gross 
earnings. The practice formerly followed was to deduct the 
receipts and expenditure of these lines from the total receipts and 
expenditure of the·system by which they were administered. The 
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Railway Revenue and Expenditure figures for 1933-34 to 
1935-36 are given in the following table. 

I Accounts. I 
Budget I Revised Budget 

Estimate, Estimate, Hstimate, 
.1933·34. 1984-35. 1984-85. 1935-36.· 

S 
REVENUE. 

. Rs. tate Railwa>'s- Rs. Rs. Rs. 
(1) Commercial Lines:-

94.20.00.000 95.77.10.000 98.57.10.000 Gross Receipts •• .. .. 86.55.28.052 
Deduel-

65.12.00.000 Working Exp...... .. . . ~1.20.62.688 63.95.50.000 64.66.00.000 

SuS~ P::!J1s i:ffw':/"t::' 
56.00.000 61.25.000 66.00.000 pa..u. .. .. .. 56.65,U9 

PAyments 10 _ked Ii..,. .. - 2.77.90.000 2,82,60,000 2,8'1,30.000 

Net Receipts •• .. .. .. 24,78,00.215 26,90.60,000 27,67,25,000 30,01,80,000 

(2) Strategic Li .... :-
1.33.00.000 1.38.00.000 Gross Receipts ., .. .. . 1,26.32.905 1,30,15.000 

Deducl:-
Working Ex"...... """ Re-

fum. 0/ Revenue .. 1.85,15,932 1.94,65,000 1.87.10.000 2,06,10.000 

Net Receipts .. .. .. -58,83,027 -64,60,000 -54.10,000 68.10.000 

Total Net Receipts--Commerclal and 
27,13.15;000 29.33,70,000 Strategic Lines.. . . . . . . 24,19.17,188 26,26.10.000 

Subsidized Companies: Government 
21.00.000 Share of Surplus Profits • • • • 18,28,017 21.50,000 23.00,000 

Interest on Depreciation and Reserve 
43,71,000 48,51.000 Funds •. •• .. .. .. 48,81,339 60,75,000 

Other Receipts • • • • • • • • 21.27,359 19,70.000 34,21,000 32,66.000 
Transferred from Railway Reserve Fund - - - -
Loan from Railway Depreciation Fund 7,96,33,325 5,30,22.000 4,23,76,000 1,89,50,000 

Total Revenue .. .. 33,03,87,228 32,58,27,000 32,37,83,000 32,25,45,000 

EXPENDITURE-
Interest Charges:-

30,29,75,000 (\) Commercial Lines •• .. .. 31,13,81,785 30,64,40,000 30,43,69,000 
(2) Strategic Lines .. .. .. 1,44,15,552 1,40,77.000 1,40,54,000 1,38,85,000 

Total Interest ~ .. 32,57,97,337 32,05,17,000 31,84,23,000 31,88,60,000 
tber Expenditure. . . . . . . .- 45.89,691 53,10,000 53,60,000 56,85,000 o 

Total Expenditure ._ .. 33.03,87,228 32,58,27,000. 32,37.83,000 82,25,45,000 

The losses on commercial lines-after making prOVISIOn for 
full accrued depreciation-are: 1933-34, Accounts, Rs, 6,01 
lakhs; and 1934-35, Revised Estimate, Rs. 2,39 lakhs; while for 
1935-36 it is estimated that a small surplus of Rs. 7lakhs will pe 
realised. 

Since 1932-33, there has been no free balance in the Reserve 
Fund, and the Railway Accounts and Estimates' have been 
balanced by loans from the Railway Depreciation Fund, amount­
ing for the four years 1931-32 to 1934-35 to Rs. 26,68 lakhs. 

The results anticipated for 1934-35 have been more than 
realised and it is estimated that the gross traffic receipts will 
exceed the Budget estimate by about Rs. 11 crores .• The 
improvement has, however, been under goods receipts, passenger 
receipts having again shown a decline. Part of this decline is 
ascribed to the recemt experimental reduction in third-class fares 
on some of the railways. During the twelve months following 
the revision of fares on the North Western Railway, referred to 
in last year's memorandum, there was an increase of nearly 
six million in the number of passengers carried, but a decrease 
of Rs. 4 lakhs in earnings. The figures are now being analysed 
by zones to ascertain whether the reduction in fares can be 



14. 
considered as justified by results, and what,if any, modifications 
are necessary. 

The Budget Estimate for 1935-36, which is based on the 
assumption that the steady improvement of receipts from goods 
traffic· maintained throughout 1934--35 will continue, assumes a 
further increase in gross tra.ffi,c receipts of Rs. 21 crores and a 
reduction of about Rs. t crore in the contribution .towards 
depreciation. Interest charges remain practically unchanged, 
but with an increase in working expenses· of nearly Rs. 1 crore, on 
account of the discontinuance of the cut in pay, it is estimated 
that the year's working will result in an improvement on that of 
1934--35 by about Rs. 21 crOI:es; In view of the small surplus 
anticipated in 1935~36 the Railway Authorities have felt justified 
in making, with effect from 1st April, 1935, certain· small 
reductions in the surcharge on coal freights. , 

With effect from 1935-36, it has been decided, in order to 
simplify calculation, that the amount to beset aside annually to 
cbver depreciation of Railway assets shall be flo th of the total 
capital at charge at the end of the previous year. This fraction 
is the nearest simple fraction calculated to give results approxi­
mately equal to the results of the previous complicated procedure. 
The Railway Depreciation Fund is estimated to have a closing 
balance on 31st March, 1936, ofRs. 12·88 crores. 

Particulars of the capital expenditure on Railways are given 
in chapter V (vide page 18). 

IV.-TAXATION PER HEAD IN BRITISH INDIA 

j A=>u~", • 
Budget Budget 

Total Tax Re'\renue. Estimate, Estimate, 
1933-34. 1934-35. 1936-36. 

. Lakhs of Lakhs of Lakhs of 
Rs. Rs. Rs. 

Customs .. .. .. .. 46,85·59 47,45'36 51,53·35 
Taxes on Income .. .. .. 17,15'89 17,28'30 16,44'85 
Salt .. .. .. . . .. 8,51'25 8,41'85 8,36'73 
Excise .. .. .. 14,74·32 14,72'43 14,79'70 
Stamps .. .. .. .. .. 12,24·43 12,39'98 12,33'80 
Registration .. .. .. .. 1,12·66 1,14'83 1,19'24 
Scheduled Taxes .. .. . . 40·66 42'17 42·42 

Total (excluding Land Revenue) .. 1,01,04'80 1,01,84'92 1,05,10'09 
Land Revenue .• .. .. . . 29,74'29 31,66'54 30,52'09 . 
Total (including Land Revenue) .. 1,30,79'09 1,33,51'46 1,35,62'18 

The taxation pe, head, on theoassump- • 
tion that the whole is paid by the 
inhabitants of British India, is ;- Rs. Rs. Rs. 

(i) exclusive of Land Revenue •• 3·61 3·61 3·69 
(ii) inclusive of Land Revenue .• 4·68 4·73 4·76 

The above figures include both Central and Provincial reVenue. 
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For the purpose of calculating the taxation per head, the 
population of British India has been estimated at 279,540,000 
in 1934, 282,232,000 in 1935, and 284,952,000 in 1936. 

V.-PUBLIC DEBT AND CAPITAL EXPENDItURE 

DEBT TRANSACTIONS, 1934-35 

The sale of Indian Treasury Bills in the form of 3 months' 
maturities 'was continued" with a temporary suspension from 
5th June to 17th July, up to 5th March, 1935,.when sales were 
again discontinued.' The amount outstanding with the public 
on 31st March, 1934, was Rs. 33·31crores, arid on 31st March, 
1935, Rs. 18·27 crores. IIi addition, Rs. 25·93 crores were held 
in the Paper Currency Reserve on 31st March, 1934, and Rs. 
36·07 crores on 31st March, 1935. 

On 15th May, 1934, notice was given of repayment on 16th 
August, 1934, of the 4 per cent. Rupe~ Loan, 1934--37 . 

. On 5th June, 1934, a further issue of 3! per cent. Rupee Loan, 
1~47--50. was opened to subscriptions in the form of cash, Indian 
Treasury Bills, <t.per cent. Loan, 1934--37, and 4! per cent. Bonds, 
1934.. The price of issue was 98t per cent. and the amount was 
subject to a limit of Rs. 32 crores. The loan closed on 20th 
June, 1934, and the subscriptions, totalling Rs. 25-13 crores, 
were as follows: cash, including Treasury Bills, Rs. 6·22 crores; 
4t per cent. Bonds, 1934, Rs. 4·72 crores; and 4 per cent. Loan, 
1934--37, Rs. 14·19 crores. 

On 10th and 11th September, 1934, Subscriptions (unlimited) 
in the form of cash and4! per cent. Rupee Bonds, 1934, were 
invited to an issue of 3 per cent. Rupee Bonds, repayable at par 
in. 1941. The issue price was ,99 per cent. The subscriptions 
in cash were Rs. 8·61 crores and in 4! per cent. Bonds, 1934, 
Rs. 2·06 crores: total Rs. 10·67 crores. 

On 23rd November, 1934, the Secretary of State gave notice 
of redemption at par on 1st June, 1935, of £3,500,000 East Indian 
Railway 4! per cent. Debenture Stock, 1935--55. 

No sterling loan was" issued during the year. The Permanent 
Debt in India was increased in 1934--35 by approximately 
Rs. 2·8 crores, about Rs. 35·8 crores new debt having been 
raised and about Rs. 33·0 crores of debt having been discharged 
by repayment or conversion. The floating debt in India was 
reduced by Rs. 9·7 crores owing to a reduction of Rs. 11.·3 crores 
in the amount of Treasury Bills held ~ the Public, partly set 
off by an increase of Rs. 1:6 crores in the holding of Treasury 
Bills in the Paper Currency Reserve. 

Unfunded debt in India was estimated to be increased' by 
Rs. 15:75crores, including Savings Bank deposits, Rs. 13 crores 
(net), and Post OfVce Cash· Certificates, Rs. 2£ crores,(net:) 
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Pennanent Debt in England was increased by approximately 
£341,000 (net), resulting from the issue of £2·3 millions (nominal)* 
of Sterling Stock; the repayment of £1·8 millions of the capital 
portion of the Railway Annuities; and the redemption of £200,025 
of debt by the operation of the State Railways Sinking Fund. 

DEBT TRANSACTIONS, 1935-36 
The Budget provided for expenditure charged to capital 

9f Rs. 12·28 crores, including Rs. 5·5 crores on State Railways; 
Rs. 4·99 crores on Currency; Rs. 20 lakhs on Orissa and Sind; 
Ri>. 55 lakhs on Posts and Telegraphs; Rs. 52! lakhs on the new 
capital at Delhi; and Rs. 44 lakhs for payment of commuted 
value of pensions; for the discharge in India of Rs. 27· 6 crores of 
Pennanent Debt; and in England of :-

£1,831,800 for part capital redemption or the Railway 
annuities created in purchase of railways; 

£11,952,450 for the discharge of India 6 per cent. Bonds, 
1935-37; 

£3,500,025 for the discharge of East Indian Railway 41 per 
cent. Debenture Stock, 1935-55; and 

£200,025 for the statutory sinking funds established in 
connection with the purchase of the East Indian, Eastern 
Bengal, and the Scinde Punjab and Delhi Railways. 

The Budget also provided for an issue of a Rupee Loan of 
Rs. 25 crores. ~ 

Net receipts of Rs. 2£ crores from sales of Post Office Cash 
Certificates, and of Rs. 15! crores from Savings Bank deposits in 
1935-36 are assumed. 

The sale of 3 months' Indian Treasury Bills was re-opened 
on 16th April and was continued weekly until 16th July. After 
the transfer on 1st April, 1935, of the assets in the Paper Currency 
Reserve to the Reserve Bank OP India, all Treasury Bills will be 
shown under one head, and on the 1st July, 1935, the Bills 
outstanding amounted to Rs. 49·22 crores. 

On 9th July, 1935, notice was given of the repayment at par 
on. 15th October, 1935, of the balance outstanding of the 
£12,000,000 6 per cent. Bonds, 1935-37. 

On 11th July, 1935, £10,000,000 India 3 per cent. stock, 
repayable at par in 1949--52, was issued in part replacement 
of the £12,000,000 6 per cent. Bonds, 1935-37, under notice of 
repayment. . The issue price was £98 per cent. and the loan was 
oversubscribed. 

On 5th August, 1935, a 3 per cent. Rupee Loan, repayable 
1951-54, was opened to subscription in the fonn of cash, 5 per 
cent. Bonds 1935, or 61°per cent. Bonds, 1935. The issue price 
was 96! per cent. and the loan was to be closed as soon as the 
total subscriptions amounted approximately to Rs. 15 crores, 
cash subscriptions receiving, if necessary, only partial allotment. 

• Part of £10 millions issued in Nov., 1933, but not taken into 
account until 1934-35. . • 
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The loan was closed on the morning of the opening day, the 
subscriptions being approximately as follows: cash, Rs. 16·53 
crores; 5 per cent. Bonds, Rs. 13.37 crores; and 6f per cent. 
Bonds, Rs. 4·63 crores; total Rs. 29·53 crores .. 

PUBLIC DEBT OUTSTANDING 

The amount of the permanent and floating public debt of the 
Government of India (Central Government) outstanding is given in 
the following table. The figures include debt mcurred on behalf of. 
Provincial Governments, the debenture stocks of various railways 
taken over by the Secretary of State on the transfer of the lines, and 
the capital value of liabilities undergoing redemption by way of 
terminable railway annuities. 

In Indiat In England. 

Rs. £ 
31st March, 1934 •• 4,94,66,80,173 383,084,743 

31st March, 1935 •• 4,92,65,12,453 383,687,61g 

31st March, 1936 (Estimate) 4,76,54,01,453 376,203,318-

i [;,':f'::;;: If..C:l?yffif! ~~:ent 5 per cent. War Loan, 1929-47, taken over by India. 

A statement of the interest-bearing obligations (including the 
pub~c debt) of the Government of India is given on page 20. 

PROVISION FOR REDUCTION OR AVOIDANCE OF DEBT 

Prior to 1933-34 the provision for the reduction or avoidance· 
of debt was made on the basis of a scheme settled in 1924, whereby 
the appropriation of revenue on this account was Rs. 4 crores Plus­
a sum representing one-eightieth of the net amount of new 
debt contracted (up to the end of the previous year) since 
31st March, 1923. The actual provision in 1924-25, the year 
before the scheme was applied, was Rs. 3·78 crores and in 1932-33. 
the amount had risen to Rs. 6·84 crores. Since 1924, however, 
the increase that has taken place in the total indebtedness of the 
Government of India has been more than counterbalanced by an 
increase in interest-yielding assets; and on 1st April, 1935, out. 
of a total indebtedness of Rs. 1235 crores, the amount not 
represented by such assets was only Rs. 254 crores. 

The automatic application of the 1924 formula would, if 
continued, prove particularly burdensome under present con­
ditions, when the general revenues of Gavemment are receiving 
no contribution, beyond the actual interest· on the capital 
invested, from the principal productive asset, railways. It 
was, therefore, decided that, although the question of the 
permanent basis of the future provision for the reduction or 
avo~~ance o~ debt cannot y:t be settled, in. view of the strong 
posltlon which has b:en. built up by past efforts and the high 
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percentage of the debt which is invested in potentially profitable 
undertakings, it was full)( justifiable to reduce the provision to 
Rs. 3 crores, ,which amount has been adopted in the accounts 
of 1933-34 and the Estimates of 1934-35 and 193~6. 

RAILWAYS 

The capital expenditure on railways shown in the Accounts 
for 1933-34 and in, the Estimates for 1934-35 and 193~, is 
as follows;-

. Revised 
.-- Accounts, Estimate, Budget, 

1933-34. 1934-35. 1935-36. 

Rs. Rs. Rs. 
Outlay on lines . worked by 

the State and by 
guaranteed com- .. 
panies:-

(1) From funds provided 
-l,8i,48,888 by the State .. 1,89,93,000 5,50,00,000 

~2) From funds raised 
through companies 
or provided from 
other sources .. - - -

-1,81,48,888* 1,89,93,000* 5,50,00,000 . 
• These figures have been arrived at after allowing for adjustment in respect of exchange. 

In addition to the above figures, capital expenditure is incurred 
on branch lines from funds deposited by Branch line Companies or 
advanced by the Government. 

The following table shows the capital outlay on all State lines 
up to the end of the year and the net return obtained ;-

I Accounts, Revised Budget, -- Estimate, 

I 
1933-34. 1934-35. 1935-36. 

I I 

Rs. Rs. Rs. 
Capital at charge at end 

of each year (Central 
Government) •. .. 7,95,06,26,839 7,96,53,26,839 8,01,99,26,839 

Working profit from 
railways excluding in-
terest charges .• .. 24,61,64,012 27,60,47,000 29,79,10,000 

Percentage of same to . 
capital at charge .. 3·10% 3'47% 3·71% 

Final working loss after 
meeting interest Rs. Rs. Rs. 
charges . , .. 7,96,33,326 4,23,76,000 1,89,50,000 

Percentage of same to 
capital at charge .. 1·00% 0·63% 0·2~% 

-



OTHER CAPITAL EXPENDITURE 

Provision has also been made for the following items of 
expenditure of the Central Government charged outside the 
Revenue accounts :-

Capital outlay on-
Security Printing Press •• 
Posts and Telegraphs •• 
Vizagapatam Port •• • . 
Currency .• •• •• 
New Capital at Delhi •• 
Civil Works. • •• • • 
Orissa and Sind • • • • 

Payment of Commuted Value 
of Pensions .. . . • • 

Payments to Retrenched Per-
sonnel •• •. •• 

Total •• 

Accounts, 
1933-34. 0 

Rs. 

-9,01,165 
5,38,292 

51,01,505 
-4,14,277 

9,09,579 
1,77,312 

82,99,286 

2,94;343 

Revised 
Estimate, 
193~5. 

Rs. 

-1,15,000 
34,50,000 
15,00,000 

- 49,000 
75,60,000 

54,18,000 

-1,11,000 

. Budget, 
1935--36. 

Rs. 

-1,04,000 
55,07,000 
12,50,000 

4,99,14,000 
52,45,000 

20,00,000 

43,93,000 

-4,00,000 

1,40,04,875 1,76,53,000 6,78,05,000 

Thetfigure for Currency Capital outlay in 1935-36 is net, 
after providing for the transfer to the Reserve Bank of India of 
5 crores of Rupee Securities lor its Reserve Fund under Section 
46 of the Reserve Bank of India Act. 

The Rs. 20 lakhs capital outlay connected with the institution 
of the Provinces of Orissa and Sind is for the purpose of con­
struction of buildings for the capitals of the new Provinces. 

The debits to the Capital head of account" Payments to 
retrenched personnel" are gratuity payments, and are to be 
written back to revenue by five equal annual instalments 
commencing in 193:h'34. 



INTEREST-BEARING OBLIGATIONS AND INTEREST-YIELDING ASSETS 
• 

The following table exhibits the interest-bearing obligations of 
the Government of India and shows also the portion of Indian 
Debt incurred on behalf of Government Commercial undertakings 
and of the Provincial Governments. 

Statement showing the interest-bearing obligations and certain interest-yielding 
assets of the Government of India, at the close of each financial year 

I 

~sl March, 13151 March, 13151 March, 13151 March, 131Si9~~h, 
1931. 1932. 1933. 1934. (Eslim~le.) 

In/ndia: (In c rores of rup ees.) 
Loans (a) .. .. •• .. 
Treasury Bills in the hands of the 

417·24 422·69 446·89 

public •. .. .. .. 47·53 
Trt'asury Bills in the Paper CUITency 

55·38 

5·89 Reserve .. .. •• .. 49·67 . 
Ways and Means Advance.. .. - 9·50 

26·09 

35'48 

, 435·43 

33'31 

25·93 

438'28 

22'00 

27'50 

Other Obligations:-
Post Office Savings Banks •• 37'03 38·20 . 43·40 52·23 59·33 
Cash Certificates.. .. .. 38'43 44·58 55·64 63'71 66'49 
Provident Funds, etc. .. •• 70'33 73·04 76'74 82'49 68'36 

Depreciation and Reserve Funds.. 21·39 17·65 15·22 13'04 14·63 
Provincial Balances (b) •• •• 1 __ 6_'_09_1 ___ 4'_3_2_1. __ 7..;,'9_2_1. __ 6_'_1_7_1 ___ 5_'5._9 

Total Loans, etc. •• •• 478.51 529.39 508'46 494.67 487'78 
Total Other Obligations .. .. 173·27 177·79 198'02 217'64 234'60 

Total in India .. .. 651'78 707'18 706'48 712·31 722'38 

I" England: 
Loans (II) .. .. .. .. 
War Contribution- . . . . . . 
Capital value of liabilities under· 

going redemption by way of 
terminable railway annuities •• 

India Bills.. .. .. .. 
Provident Funds, etc. • • • • 

Total in England 

Equivalent at Is. Sd. to the Rupee 

Total Interest·bearing obligations 

Interest·yielding assets: 
(i) Capital advanced to Railways 

(ii) Ca~~~e~~"DC::ar~en~th~ 
(iii) Capital advanced to Provinces 
(iv) Capital advanced to Indian 

States 'and other interest~ 

(In millions of [.) 
316·81 313·60 314·33 

M'72 M'72 M·72 

50·32 
4·05 

·69 

368·59 

48·72 

·80 

37!1·84 

47·06 

·91 

379·02 

(In c rores of .op ees.) 
518'12 506·45 505 J6 

11,69'90 

743·98 

23·65, 
151'82 

12,13'63 

750·73 

24·25 
163·64 

12,11'84 

756·75 

21·89 
173·04 

321·01 
16·72 

45·35 • 

1·03 

512'15 

12,24'46 

754·94 

23'23 
175·20 

323'57 
16·72 

43·58 

1'15 

385·02 

513·36 

12,35'74 

756·84 

23·71 
179·22 

bearing l~ans.. .. .. 1 __ 19_'_4_5_1 ___ 2_0'_2_9_1. __ 2_0_'9_2_1 __ 2_1'_1_1 + __ 2_1_'26_ 

Total Inttt.Yielding assets 1_....:fl_3_8_.9_0_1. __ 9_5_8 '_9_1_
1 
__ 9_7_2_'6_0_

1
. __ 9_74_'_4_8_

1 
__ 9_8_1_'0_3 

Cash, bullion, and securities held 
on Treasury account •. •• 1 __ 3_4'_0_3_1. __ 4_1_.4_2_1. __ 3_5_'6_9_1 __ 4_5_'03_1 __ 5_1_'5_2 

Balance of total interest-bearing 
obligations not covered by above 
assets .. .. .. .. 196·97 213·30 203·55 204·95 203·19 

(a) These figures represent the nominal amounts of loans outstanding and also include comparatively 
small amounts of upired loans which do not bear interest. . 

(b) The figures represent those portions of provincial balances which bear inlerest. 

In addition to the cash, bullion and securities held on Treasury 
account, the Central Government held on 31st March, 1935, 
£40,000,000 in the Gold Standard Reserve. 



21 

VI.-GENERAL STATEMENT 'OF "THE RECEIPTS AND 
DISBURSEMENTS AND BALANCES ,OF THE GOVERN­
MENT OF INDIA~ IN INDIA AND m 'ENGLAND 

The 'following ta.ble shows the opening 'balances, receipts, 
disbursements and closing balances, ,actual orestimated,of the 
Government'of India in 1933-34, 1934-35, and 1935-36. 

I Aoonunts, 'I 19~. 
l'Iudget ',I Estimate, 

1934--')S, 

Revised 
Estimate, 
1934-3S. 

'Budget 
'Estimate, 
19~6, 

RI. R., R., R., 
Opening Balance, India , , 
Opelllog Balance, Hogland 

14,S8,99,614 '13,43,9Z,614 '11;88,97,891 '13,10,06;8'91 
.. (/1)13,19,33,230 (a) 7,10,26,230 (6)20,87,50,507 (b)14,17,9S,S07 

Total Opening Balance 

RECEIPTS­
Revenue Surplus, , .. '.. .. 
Capital Contributions by Railway 

Companies and Indian States towards 
CIODStruction of State Railways , , 

Pennaneot Debt (net incurred) , , 
F1oatiog Debt (net incurred) , , , , 
Unfunded Debt (net incurred) '. , , 
Deposits and Advances (net) " , , 
Railway Depreciation and Reserve 

Zl,78,32,~ 

22,81.07,211 

10,1S,OOO 

17,6S,88,600 
6,69,-48,060 

82,76,48,398 

36,00,000· 

3,77,71,000 

IS,91,25,Ooo 

27,28,02,398 

'S,82,OOO 

18,08,56;000 
,18,22,34,000 

Funds (net).. .. .. .. 
Remittances (net) , , '. , , 62,94,471 
Balances of Provincial Governments 

3;14,000 
1,49,24,000 

2,lI&,09O 
,1,88,50,000 

5,91,000 

(net) .. .. .. .. ., 1 __ 26,--.:.23--.:.'34_9-1-__ -__ + __ -___ 1 ___ -__ _ 
Total Receipts , , • , •• 23,89,2S,031 23,48,IS,OOO 21,S7,03,OOO 

DISBURSEMRNTS-
Revenue Deficit .. . ". . . . • 
Capital Outlal'on'Securil}'Printfug Press 
Construction of State Railways .. 
Discb"'lle of'Railway Debentures •• 
Capital Outlay on Posts and Telegraphs 
Capital Outlay on Vizagapatam Port .. 
Payment of (Wmmuted Value of Pensions 
Initial E"J>EIl4itlule on new' Capital at 

Delhi.. .. .. .. .. 
<lummcy Capital Ontlay ,. " 
Payments to Retrenched Personnel , • 
Civil Works .• .• .'_ .. 
OullaY'<>I1 Orissa and Sind '" " 
Pennaneot Debt {Det discb"'lledl ' • 
Floatiog Debt, (net dischOllled)., , • 
Deposita and Advaooes (net)" .. 
Railway DepreciaRoD aodResetveFunds 

38,31,13,000 
I---------I---------I-------~---------

S1,47,57,875 44,02,33,844 64,33,51,398. '66,59,15,398 

R •. 

'-9,01,165 
-9;06,44,729 

23,9S,841 
5,38,292 

51,01,50S 
82,99,288 

9,09,S79 
-4,14,277 

2,94,343 
,1,77,312 

R •. 

-1,16,000 
4,68,00,000 

89,70,000' 
18,46,000 
49,56,000 

67,67,000 
-86,000 

-8,86,000, 

12,44,30,000 

R., 

-1,15,000 
1,50.00,000 

39,93,000 
84;50,000 
15,00,000 
04.18,000 

75,60,000 
-I!.J,OOO 

-1,11,000. 

9,73,70,000 
9,40,79,000 

R •• 

-1',04,000 
5,50,00,000 

56,07,000 
,12,50,000 
43,98,000 

52,45,000 
-4,99,14.000 

-4,00,000 

20,00,000 
25,42,31,000 
3;50,00,000 

(net) .. .. .. .. .. 8S,2~000, 
Loans and Advances by Central Govern-

ment(Det,advanoes).. ., .. 7,48,95.000 8;84;54,000 10,23,68,000 
Balances of I.'roviocialGovemmenta (net) - 25,00,000 40,00,000 57,00,000 

I---------I-------~I--------~---------
Total Disbtrtsements 
Closing Balance , • 

'Total •• 

18,71,09,477 26,91,50,000 27,05,49,000 52,01,04,000 
., 1 __ 8_2~,7_6~,4_8~,3_9_84·,--'1-7,~I~~-88~,844---~-27~,2-~~G-2~,39_8-4, __ 1~~~5~8,_I~I,3_9_8_ 

DISTRIBUTION OF CLOSING 
BALANCE-

51,47,57,875 44,02,83;844 64,33,51,396 66,59;15,398 

Closing Balance, India ,. 
Closing Balance, Hogland 

11,88,97,891 10,39,61,614 13,10,06,891 
." (6)20,87,50,507 (a) 6,71,22,230 (6)14,17,95,S07 

12,61,34,891 
96,76,507 

Ia) Of this amonnt, {,897 represents the cash portion of the Gold Standard Reserve. 
(b) -Of'thls-amount, £568~resents the cash portion of the Gold Standard Reserve. 
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VIl.-HOME CHARGES • 

• The following is an analysis of the Net Expenditure in England 
charged on the Revenue of the year :-

Net Expenditure. 

Direct demands on the Revenues :_ 
Stores for India •• • • • • 
Leave Allowances and Miscellaneous •• 

Railway Revenue Account:-
Interest and management of debt •• 
Government shara of Surplus profits •• 
Leave Allowances and Miscellaneous •• 

Irrigation Revenue Account :-
Leave Allowances, •• 

rosts and Telegraphs :-
Indian Postal and Telegraph Department: 

Leave Allowances and Miscellaneous •• 
Debt Services :-

Interest on Ordinary Debt (less interest ~ from invest· 
ment of Cash Balance) • • • • • • • • • • 

Interest, Dlsoount, etc., on Gold Standard Reserve credited 
to Reven\Je .. . • . • • • . • • • • • 

Silver Redemption Reserve.. .. .. .. .. 
Management of Debt • • • • • • • • • • 
Interest on Other Obligations •• • • • • • • • • 

Civil Administration :-
Home Administration :-

India Office: Salaries and Contingencies • • • • • • 
High Commissioner's Office: Salaries and Contingencies •• 
Audit Office: Salaries.. .. .. .. .. .. 
Contribution by His Majesty's Treasury in respect of the Ad· 

ministrative Expenses of India Office • • • • • • 
Payments on account of Departments in India :-

Stores for India.. .. .. .. .. 
Leave Allowances and Miscellaneous •• • • 

Currency and Mint :-
Stores for India.. .. .. .. .. 
Leave Allowances and Miscellaneous •• • • 
Interest on Paper Currency Reserve Investments •• 

Civil Works :-
Leave Allowances and Miscellaneous •• 

Miscellaneous :-
Territorial and Political Pensions • • •• • • • • 
Civil Superannuation Allowances and Pensions (including 

Home establishment Pensions) • • • • • • • • 
Contribution to the Secretariat of the League of Nations •• 
Other Miscellaneous Charges •• •• .. .. .. 

Stationery and Printing:-
Stores for India.. .. .. .. .. .. .. 
Expenditure at the India Office and the High Commissioner's 

Office, Leave Allowances. etc. . • . . • • • • 
Defence Services (Army, Marine and Air Force) :-

Home Charges of British Foroes serving in India • • • • 
Sea Transport Charges .. • • • • .. .. .. 
Unemployment Insurance • • •• • • • • • • 
National Health Insurance • • • • • • • • • • 
Aden Contribution .. .. .. .. .. .. 
Contributions under Contributory Pensions Act, 1925 •• 
Contribution to the expenses of His Majesty'. Ships in Indian 

Seas.. .. .. .. .. .. .. .. 
Furlough Pay and Misoellaneous • • • • • , , • 
Stores •• .. .. .. .. .. .. .. 
Marriage Allowances and Allotments ., • • • • • • 
Retired Pay of British Forces for Service in India ., •• 
Retired Pay: Indian Services and Family and Miscellaneous 

(including Military Funds) Pensions •• , • • • 
Extraordinary R~pts and Payments • • , • • • , • 

Total 

Accounts, 
1931H14. 

£ 
1,322 

41,719 

9,587,232 
7,655 

447,877 

124 

63,796 

5,584,395 

334,590 

, 430,623 
- 43,476 

208,397 
190,107 
15,251 

104,349 

10,437 
327,825 

2,500 
3,805 

10,791 

7,385 

1,319,750 
103,773 
20,680 

13,324 

7,687 

40,000 
475,097 

98,246 
38,938 

115,500 
116,80S 

100,192 
930,551 
635,013 
348,965 

1,232,808 

2,442,575 
,Il18,461 

24,271,912 

Revised 
Estimate 
1~: 

f. 
600 

38,700 

9,386,675 
9,676 

402,150 

525 

62,625 

5,607,300 

1,155,000 

100,050 
47,700 

215,250 
194,250 

15,600 

104,550 

27,675 
323,100 

3,300 
4,050 

_ 60,000 

6,150 

8,025 

1,324,875 
107,850 

9,225 

11,475 

11,175 

60,975 
469,800 
138,950 
39,975 

145,650 
119,700 

100,800 
962,700 
698,025 
358,200 

1,211,025 

2,460,150 
8,700 

Budget, 
1935-36. 

750 
38,550 

9,274,350 
9,450 

381,375 

525 

60,375 

5,482,575 

2,100 
150,000 

88,950 
48,750 

222,000 
208,725 

15,600 

107,176 

16,275 
338,400 

3,675 
4,725 
4,200 

8,325 

8,550 

1,313,850 
112,950 
14,475 

12,075 

9,000 

64,950 
471,300 
138,600 
39,450 

120,000 
118,SSO 

100,800 
1,024,950 

762,900 
384,800 

1,217,475 

2,481,300 
8,100 

23,209,800 24,174,975 

Expenditure by Secretary of State, • 
" ., High Commissioner 

.. 21,193,199 20,061,225 20,995,725 
" 3,078,713 3,148,575 3,179,250 

Total 24,271,912 23,209,800 24,174,975 
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Expenditure in England not charged on the Revenue of the 
year:-

Ac('ounts, Revised Budget. 
Expenditure-. Estimate, 1933·34. 1934·35- 1936·36. 

l l l 
Capital outlay on State Railways 946,081 1,425,000 1,500,000 
New Capital at Delhi 1,350 
Posts and Telegraphs .• 124 800 
Vu.agapatam Port.. .. 9,663 7,875 3,750 
Lighthou,.. and l.igbtships 120 225 450 

E.pendituTe by Se<retaTy of Stat<> .. 878,087 '1,365,000 1,440,000 
• u High Commissioner 77,891 69,750 64,200 

Total .. 955,988 1,434,750 1,504,200 

vrlI.-GOLD STANDARD RESERVE AND SILVER 
REDEMPTION RESERVE. 

The Gold Standard Reserve was built up out of the profit 
from the coinage of rupees. The principal objects for which it was 
maintained were (1) to provide funds from which the Secretary of 
State could finance his requirements at times when remittance of 
funds from India through the usual market channels could not 
conveniently be arranged, and (2) to furnish resources against 
which sterling drafts might, if necessity arose, be sold by the 
Government of India to remitters in India. 

The Reserve was maintained at £40,000,000, any assets 
in excess of this amount, on the basis of current market prices 
or below, being appropriated to revenue, subject to credits to an 
Equalisation Fund (instituted with effect from 1929-30) which 
was designed to mitigate the effect on the budgetary position of 
fluctuations in the value of the securities in the Reserve. There 
had been no amount at the credit 6f the fund since 1931-32. 

The earlier history of the Reserve is described in the Explana­
tory :Memorandum for 1922-23 [Command Paper 1766 of 1922], 
and the operation of the Revenue Equalisation Fund is described 
in the issue for 1931-32 [Command Paper 3969 of-1931]. 

On the 1st April, 1935, the Reserve Bank of India assumed 
its currency responsibilities and on the same date certain assets 
were .handed over to it by Government, including £32,500,000 
from the Gold Standard Reserve. The balance of £7,500,000 of 
the Gold Standard Reserve in the form of sterling securities and 
cash was. retained by Government in the newly created Silver 
Redemption Reserve, which is held to meet the liability imposed 
by Section 36 of the Reserve Bank Act, under which Government 
are obliged to pay full value for surplus rupees which may be 
transferred by the Bank up to a maximum of Rs. 5 crores a year. 
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Statistics regarding the Gold Standard Reserve 
The total receipts from profit on coinage, interest and discount, 

and profit by exchange up to 31st March, 1935, were as follows ;-

Profitson Coinage from 1900-01 
Interest and discount ., . 
Profit by exchange 

£ 
28,573,606 
32,891,371 

194,917 

61,659,894 

Of the above sum,. £1,123,655 has been used for capital 
expenditure on railways, £2,866,217 has been transferred to the 
Paper Currency Reserve in reduction of created Rupee securities, 
£16,025,828 has been transferred to Revenue, and the remainder 
has been credited to the Gold Standard Reserve. The following 
tables give a summary of the transactions to 31st March, 1935, 
and the composition of the Reserve on that. date ;-

Summary of Transactions. 

Profits on Coinage paid to Gold Standard Reserve-- £ 
Total Profits realized since 1st April, 1900 • • 28,573,606 
Deduct amount used for Capital Expenditure 

on Railways 1,123,655 

Interest and discount received up to 31st March, 
1935 

Profit by exchange . , 
Profit through appreciation 

Profits and Interest paid to Reserve from 
1st April, 1900, to 31st March, 1935 •. 

Deduct-
Loss on Sale, Redemption, and Conversion of 

Securities 
Transferred to Paper Currency Reserve in 

reduction of created securities 
Transferred to Revenue , . 
Miscellaneous Charges .. 

Amount of Gold Standard Reserve on 31st March, 
1935 

• 

32,891,371 
194,917 
525,452 

2,149,072 

2,866,217 
16,025,828 

20,514 

State of Reserve, 31s' March, 1935. 
Sterling Securities held in England (value at, or below, 

minimum market price)-
Treasury Bills. • . . • • • • • • • • .. 
Other Securities (Treasury Bonds and Conversion Loans) 

Gold held on deposit at Bank of England (valued at par) 
Cash held in England 

27,449,951 

33,611,740 

61,061,691 

21,061,691 

£40,000,000 

, £ 
11,623,806 
26,221,723 

37,845,529 
2,152,334 

2,137 

;£40,000,000 
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IX.-EXCHANGE AND REMITTANCE 
The purchases. of sterling in India by the Government of India 

and the sterling taken over in London during the last ten years, 
have been as follows:-

PmclIases of Sterling A_Rate Sterling by the Total. Yw:. Goverumen\ taken over In of Exchange 
of IDdia. London. per Rupee. 

£ £ £ s. 4. 

1925-26 ., .. .. 46,316,500 . - 46,316,500 I 6'152 
1926-27 .. .. .. 2,115,000 - 2,115,000 I 6'019 
1927-26 .. .. .. 26,325,000 - 28,325,000 I 5·997 
1925-29 .. ., .. 30,810,000 - 30,810,000 I 6·026 
1929-30 .. .. .. 15,215,000 - 15,215,000 I 5'908 
19~1 .. .. .. 5,395,000 - 5,395,000 I 5·841 
1931-32 .. .. .. 40,049,000 300,000 40,349,000 I 6'123 
1932-33 .. .. .. 35,733,000 1,212,999 36,945,998 I 6'154 
1933-34 .. .. . . 45,158,000 60,317 45,218,312 I 6·071 
1934-35 .. .. . . 37,542,000 33,926 37,575,926 I 6·086 

The sales by the Government of India of immediate telegraphic 
transfers on London during the last ten years have been as 
follows:-

1925-26 •• Nil. 
1926-27 •• £1,425,000 at the ;ate of Is. Sid. 
1927-28 to 1929-30 .. Nil, 
1930-31 .. £S,733,626 at the rate of Is. SHd .. 
1931-32 .. £14,047,804 at the rate of Is. SUd. 
1932-33 to 1934-35 .. N1:1. 

X.-SEA-BORNE TRADE 
The figures of Exports from, and Imports into, India of 

Merchandise and Treasure during 1932-33, 1933-34 and 1934-35, 
are summarised below. Further particulars are given in the 
published statements of the Sea-Borne Trade of Britisp. India. 

Summary of Sea-borne Trade 

193z....a3. 1933-34. 1934--35. 

On Private Account. 
Rs. Rs. Rs. 

Exports of Merchandise .. 1,35,49,14.410 1,49,73,22,629 1,54,78,67,927 
Imports of Merchandise .. 1,32,58,43,1'15 1,15,35, '10,144 1,32,25,19,589 

Net Exports of Merchandise 2,90,71,235 34,37,52.485 22,53,48,338 

Net Exports of Gold .. .. 65,52,27,956 57,05,35,961 52,53,74,607 
Nd Imports of Silver.. •• '12,84,602 1,36,593 2,16,08,542 
Net Exports of Currency Notes 13,43,433 19,41,306 36,89,565 

Net Exports of Treasure " • 64,92,86,787 57,23,40,674 55,06,72,714 

Net Exports of Merchandise 
and Treasure on Private 
Account •• .. . . 67.83,58,022 91,60,93,159 77,60,21,052 

.. 
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Summary of Sea-borne Trade-continued. 

1932-33. 1933--34. 1934-35. 

GoveY?'ment Transactions. Rs. Rs. Rs. 

Imports of Merclland'ise .. 2.43.32.879 1.94.75.278 2.29,60,405 
Exports of Merchandise .. 44,19,699 50,34,820 28.17.431 

Net Imports of lvlercllal1dise 1,99,13,180 1,44,40,458 2,01,42,974 

Net Exports of Gold .. .. - - -
Net Exports of Silver .. 2,74.15,553 6,37,08,019 4.18.62,204 
Net Exports or Imports of 

Currency Notes .. .. - - -
Net Exports of Treasure .. 2,74,15.553 6,37,08,019 4.18,62,204 

R. A. BUTLER 

India, Office, 
23rd September, 1935. 
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EAST INDIA (INDIAN FINANCE ACT, 1935). 

No.1. 

INDIAN ,FINANCE ACT, 1935. 

(;Made by the Governor General on 22nd April, 1935.) 

An Act to fix the duty on salt manufactured in, or imported by 
land into, certain parts of British India, to vary certain duties 
leviable under the Indian Tariff Act, 1934, to fix ?naXimwm rates 
of postage under -the Indian Post Office Act, 1898, to fix rates 
of income-tax and super-tax, and to vary the excise duty on 
silver leviable under the Silver (Excise Duty) Act, 1930. 

Whereas it is expedient to fix the duty on salt manufactured 
in, or imported by land into, certain parts of British India, to 
vary certain duties leviable under the Indian Tariff Act, 1934,to: XXXII of 
fix maximum rates of postage under the Indian Post Office Act, ~:4'f 1898 
1898, to fix rates of income-tax and super-tax, and to vary the 0 • 

excise duty on silver leviable under the Silver (Excise Duty)' Act, XVIII of 
1930 ; It is hereby enacted as follows :_ 19l0. 

Short title and extent. 
1.-(1) This Act may be called the 

Indian Finance Act, 1935. 
(2) It extends to the whole of British India, including British 

Baluchistan and the Sonthal Parganas. 

2. The provisions of section 7 of the Indian Salt Act, 1882, XII of 1882 
shall, in so far as they enaJble the 
Governor General in Council to im-

Fixation of ""It duty. 

pose by rule made under that section a duty on salt manufactured 
in, or imported into, any part of British India other than Burma 
or Aden, be construed as if, for the year beginning on the 1st day 
of April, 1935, they imposed such duty at the rate of one rupee 
and four annas per maund of eighty-two and two-sevenths pounds 
avoirdupois of salt manufactured in, or imported by land into, 
any such part, and such duty shall, for all the purposes of the 
said Act, be deemed to have been imposed by rule made under 
that section. 

3.-(1) In the First Schedule to the Indian Tariff Act, 1934, XXXII of 
in Items Nos. 61 (2) and 62 (1) for the 1934. 

Amendments 01 tbe ~'ir"t hnd words " Five annas per ounce" in the 
~~'i~~t Schedule. to Act xxx:u fourth column the words •• Two annas 

per ounce" shall be substituted. 
(2) In the Second Schedule to the Indian Tariff Act, 1934, the XXXII of 

heading II SKINS" together with Item No.3 under that heading 1934. 
shall be omitted. . 

8045* A2 



VI of 1898. 

XI of 1922. 

XI of 1922. 

XVIII of 
1930. 
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4. For the year beginning on the 1st day of April, 1935, the 

Inland Posbge. rates. Schedule contained in the First Schedule 
to this Act shall be inserted in the Indian 

Post Office Act, 1898, as the First Schedule to that Act. 

5.-(1) Income-tax for the year beginning on the 1st day 'of 
April, 1935, shall be charged at the rates 

Income-tax nnd super-tax. specified in Part I of the Second 
Schedule, increased in each case, except 

in the case of total incomes of less than two thousand rupees falling 
under heOOing A in the said Part, by one-sixth of the amount of 
the rate. • 

(2) The rates of super-tax for the year beginning on the 1st day 
of April, 1935, shall, for the purposes of section 55 of the Indian 
Income-tax Act, 1922, be those specified in Part ilofthe Second 
Schedille, increased in each case by one-sixth of the amount 
of the rate. 

(3) For the purposes of the Second Schedule" total income" 
means total income as determined for the purposes of income-tax 
or super-tax, as the case may be, in accordance with the provisions 
of the Indian Income-tax Act, 1922. 

(4) For the purpose of assessing and collecting income-tax on 
total incomes of less than two thousand rupees the Indian Income­
tax Act, 1922, shall be deemed to be subject to the adaptations 
set out in Part III of the Second Schedule. 

(5) For the purpose of any assessment to be made for the year 
ending 31st March, 1936, the rate of income-tax applicable to 
such part of the total income of any person as is derived from 
salaries or from interest on securities paid in the year ending 
31st March, 1935, shall be the previous year's rate, and for the 
purposes of refunds under sub-section (1) or sub-section (3) of 
Section 48 in respect of dividends declared in the year ending 
31st March, 1935, or. of payments mOOe in the said year of salaries 
or of interest on securities, the rate applicable to the total income 
of the person claiming refund shall be the previous year's rate. 

Explanation.-In this sub-section the term "previous year's 
rate" with reference to any person means the rate of income-tax 
which would have been applicable to his total income if he hOO 
been assessed for the year ending 31st March, 1935, on a total 
income equal to that on which he is assessable for the year ending 
31st March, 1936. 

6. In sub-section (1) of section 3 of the Silver (Excise Duty) 
Act, 1930, for the words" five annas " 

Exoise duty on Silver. the words •• two annas" shall be 
_~_'L_L':4. ... 4.-...1 



SOHEDULE I. 

Schedule to be inserted in the Indian Post Office Act, 1898. 

[S eesection 4.] 

"THE FIRST SCHEDULE. 

INLAND POSTAGE !RATES. 

[See section. 7.] • 

Letters. 
For a weight not exceeding half a tala 
For a weight exceeding half a tola but not .exceed­

ing two and a half tolas 

For every two and a half tolas, or fraction thereof, 
exceeding two and a half tolas 

Single 
Reply 

Postcards. 

One anna. 

One anna and three 
pies. 

One anna and three 
pies. 

Nine pies. 
One and a half 

annas. 
Book, Pattern and Swmple Packets. 

For the first five tol88 or fraction thereof Nine pies. 
!For every additional five tolas or fraction thereof 

in excess of five tolas Si:x pies. 

Registered Newspapers. 
For a weight not exceeding" eight "t"olas Quarter of an anna. 
For a weight exceeding eight tolas and not exceed-

ing twenty tolas Half an anna. 
For every twenty tolas, or fraction thereof, exceed-

ing twenty tolas Half an anna. 

Parcels. 
For a weight not exceeding twenty tolas ~o annas. 
For a weight exceeding -twenty tolas and" not exceed-

ing forty tolas ... Four &nnas. 
For every forty tolas, or fraction thereof, exceeding 

forty tolas Four annas." 

SCHEDULE II. 

[See section 5.] 

PART I. 

Rates of Income-tar!:. 
A. In the case of every individual, Hindu undivided 

family, unregistered firm amd other associa­
tion of individuals not being a registered firm 
or a company-

(1) When the total income is Rs. 1,000 or 
upwards, but is less than Re. 1,500. 

(2) When the total income is Rs. 1,500 OT 

upwarda, but is less than Rs. 2,000. 

Rate. 
One and one-third 

pies in the rupee. 
Two and two-thirds 

pies in the rupee. 



(3) When the total 4ncome is Rs. 2,000 or 
upwards, but is less than Rs. 5,000. 

(4) When the total income is Rs. 5,000 or 
upwards, but is less than Rs. 10,000. 

(5) When the total income is Rs. 10,000 or 
upwards, 'but is less than Rs. 15,000. 

(6) When the total income is Re. 15,000 or 
upwards, but is less tha,n IRs. 20,000. 

(7) When the to-.l income is Rs. 20,000 or 
upwards, but is less than Rs. 30,000. 

(8) When the total income is Rs. 30,000 or 
upwards, but -is less than Rs. 40,000. 

(9) When the total income as Rs. 40,000 or 
upwards, but is less than Rs. 1,00,000. 

(10) When the total income is Rs. 1,00,000 or 
upwards. 

B. In the case of every company and registered firm, 
whatever its total income. 

PART II. 

Rates of Super-tax. -

In respect of the excess over thirty thousand rupees 
of total income--

(1) In the case of every company-
(a) in Bespect of the first twenty thousand 

rupees of such excess 
(b) for every rupee pf th!t remainder of such 

excess ... 

(2) (a) in the case of every Hindu undivided 
family-

(i) 4n respect of the first forty-five 
thousand rupees of such excess ... 

(ii) for every rupee of the next twenty-
• five thousand rupees of such 

excess ... 

(b) in the case of every individual, unregistered 
firm and other association of individuals 
not being a. registered firm or a 
company-

(i) for every rupee of the first twenty 
thousand rupees of such excess •.. 

(ii) for every rupee of the next fifty 
thousand rupees of such excess ... 

(c) in the case of every individual, Hi~du un­
divided family, unregistered firm and 
other association of individuals not being 
a registered firm or a company-

(i) for every rupee of the next fifty 
thausand rupees of such excess ... 

(ii) for every rupee of the next fifty 
thausand rupees of such excess ... 

Six pies in the 
rupee. 

Nine pies in the 
Tupee. 

One anna in the 
Tupee. 

One anna and four 
pies in the rupee. 

One anna and seven 
'pies in the rupee. 

One anna and eleven 
pies in the rupee. 

Two annas aI!ld one 
pie in the rupee. 

Two annas and two 
pies in the rupee. 

Two annas and two 
" pies in the rupee. 

Rate. 

Nil. 

One anna in the 
rupee. 

Nil. 

One anna and three 
pies in the rupee. 

Nine pies in the 
rupee. 

One anna and three 
pies in the rupee. 

One anna and nine 
pies in the rupee. 

Two QJIlnas and three 
• pies in the rupee. 
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(iii) for every rupee of the next fifty 
thousand rupees of such excess ... 

(iv) for every rupee of the next fifty 
thousand rupees of such excess .. , 

(v) for every rupee of the next fifty 

Two annas and nine 
pies in the rupee. 

Three annas and 
:three pies in the 
rupee. 

thousand rupees of such excess ... ' .. Three annas· and 
nillle pies in the 
rupee. 

(vi) for every rupee of the next fifty 
thousand rupees of such excess ... 

(vii) for every rupee of the lIlext fifty 
thousand rupees of such excess ... 

(viii) for every rupee of the next fifty 
thousa.nd l"1:lpees 'of such excess ... 

(ix) for every rupee of the next fifty 
thousand rupees of such excess ... 

(x) for every rupee of the remainder 
of such excess 

PART m. 

Four annas and 
three pies in the 
rupee. 

Four annas and nine 
pies in· the rupee. 

lFive annas and 
three· pies· in the 
rupee. 

Five 6'Ilnas and nine 
pies in the rupee. 

• 
Six an'nas and three 

pies in the ;rupee. 

Adaptations 01 the Indian Income-ta:!: Act, 1922, to provide lor the summary 
aS8essments 01 income-ta:!: on totaZ incomes 01 Zess than Rs. 2,000. 

1. The Income-tax officer may, save where he has served a notice under 
sub-section (2) of section 22 of the Indian Income-tax Act, 1922; make a 
summary assessment of the income of an assessee to the best of his judgment, 
and shall serve on the assessee a notice of demand in a form to be prescribed 
by the Central Board of Revenue; and such notice shall be deemed to be a 
notice of demand under section 29 of that Act. 

2. Any assessee in respect' .of whom such summary assessment has been 
made, may, within thirty days of the receipt of the notice of demand, make 
an application to the Income-tax Officer for the cancellation or revision of 
the assessment, and the Income-tax Officer shall, after examining any 
accounts and documents and hearing any evidence which the assessee may 
produce, and such other evidence as the Income-tax Officer may require, 
determine, by order in writing, the amount of the tax, if any, payable 
by the .assessee, and such determination shall be final: 

Provided that, if any assessee making such application files therewith' a 
return of his income under sub-section (2) of section 22 of the Indian 
Income-tax Act, 1922, the application shall be deemed to be a return under 
that sub-section and shall be dealt with accordingly. 

3. A copy of an order under 'paragraph 2 shall be served on the assessee 
to whom it relates and shall be deemed to be a notice of demand under 
section 29 of the Indian Income-tax Act, 1922. 

4. The above procedure shall apply also to the assessment and collectioI 
during the financial year 1935-36 of incomes of Rs. 1,000 and upward ane 
less than Rs. 2,000. which have escaped assessment in the financial yea] 
1934-35. 
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No.2 . 

. kecommendations to the Legislature, Certification, Assent and 
Direction bringing the Act into operation forthwith. 

In pursuance of the provisions of sub-section (1) of section 67B 
of the Government of India Act, I, Freeman, Earl of Willingdon 
do r~oommend to the Legislative Assembly that it do pass the Bill 
to fix the duty on salt manufactured in, or imported by land into, 
certain parts of British India, to vary certain duties leviable under 
the Indian Tariff Act,1934, to fix maximum rates of postage 
under the Indian Post Office Act, 1898, to fix rates of income­
tax and super.;tax, and to vary the excise duty on silver leviable 
under the Silver (Excise Duty) Act, 1930, in the form hereto 
annexed.' ' 

The: 5th ~pril, 1935 . 

WlLLINGDON, 

Viceroy and Governor General. 

. Whereas the Legislative Assembly has fruled to pass in the 
form recomm.endedby me the Bill to fix the duty on salt manu-

, factltred m, or imported by land into, .certain parts of British 
India., to vary ceI:tain ,duties. leviable under the Indian Tariff 
Act, 1934; to fix maximum rates of postage under the Indian Post 
Office Act, 1898, to fix rates of income-tax alld super-tax, and 
to vary the excise duty on silver leviable under the Silver (Excise 
Duty) Act, 1930, a copy of which Bill in the form recommended 
by me is hereto' annexed; , 

Now, therefore, I, Freeman, Earl of WilIingdon, in exercise of 
,the power conferred by sub-section (1) of section 67B of the 
GOvernment of India Act, do hereby certify that the passage of 
the said Bill is essential for the interests of British India. 

WILLINGDON. 
Viceroy and Governor General. 

The 6th April, 1935. 

In pursuance of the provisions of sub-section (1) of section 67B 
of the Government of India Act, I, Freeman, Earl of Willingdon, 
do recommend to the Council of State that it do pass the Bill 
to fix the duty on salt manufactured in, or imported by land into 
certain parts of British India, to vary certain duties leviable under 
the Indian Tariff Act, 1934, to fix maximum rates of postage 
under the Indian Post Office Act, 1898, to fix rates of income­
tax and super-tax, and to vary the excise duty on silver leviable 
under the Silver (Excise Duty) Act, 1930, in the form hereto 
annexed. 

The 6th April, 1935. 

WILLINGDON, 
Viceroy and Governor General. 
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This Bill has been consented to by the Council of State. 

The 16th April. 1935. 

r assent to this Bill. 

The 22nd April, 1935. 

M. B. DADABHOY; 

President., Council of St,ate. 

WILLINGDON, 

Viceroy and Governor General. 

This Act has been made by me as Governor General under the 
provisions of section 67Bof the Government of Indi:1 Act . . 

WILLINGDON, 

Viceroy and Governor General. 
The 22nd April, 1935. 

Whereas I, Freeman, Earl of W~llingdon, am of opinion that 
a state of emergency exists which justifies the direction by me 
that the Indian Finance Act, 1935, being an Act made by me 
under the provisions of section 67B of the Government of India 
Act, shall come into operation forthwith:' 

'Now, therefore, in exercise of the power co~ferrea: by the proviso 
to sub-section (2) of that section, I do hereby direct accordingly. 

WILLINGDON, 

Viceroy and Govemor ,General. 
The 22nd April, 1935. 

No.3. 

Despatch to thel Right Honourable ,Sir Samuel Hoare ,Bart., ' 
G.C.S.I., G.B.E., C.M.G., P.C., M.P:, His Maiesty~s Secre-
tary o{ State for India. ' 

No. 58, dated Simla, the 25th Ap:r;il, 1935. 

The Indian Finance Act, 1935. 
SIR, 

r have the honour to forward herewith an authentic copy ,of, 
the Indian Finance Act, 1935; to which I have signified my 
assent under clause (b) of sub-section (1) of section 67B of the 
Government of India Act. The Finance Bill was as usual intro- ' 
duced in the Legislative Assembly on the occasion of the pre­
sentation of the General Budget on the 28th :Pebroary: The 
motion to take the Bill into consideration was' made on ,the 13th 
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March and after an unusually protracted discussion was carried 
without a division on the 25th March. In the course of the detailed 
consideration of the "clalises the following amendments were carried 
against Government:-

(1) An amendment reducing the rate of salt duty from 
Rs.l/4 per maund to 12 annas per maund involving a loss of 
revenue of 325 lakhs. 

(2) An amendment omitting the provision made for the 
repeal of the export duty on skins, the result on revenue beina 
a gain of 8 lakhs. <> 

(3) Amendments removing the imposition of income-tax on 
incomes of not less than Rs.l,OOO but less than Rs.2,OOO per 
annum, the loss of re~enue involved being 5~ lakhs. 

(4) The following amendments to the postage rates:­
(a) An amendment substituting one tola for half a tola 

as the limit of weight to be carried for the initial rate of 
one anna, the loss of revenue idvolved being 16 lakhs. 

(b) An amendment reducing the rates for single and 
reply post cards from 9 pies and one and a half annas to 
6 pies and one anna respectively, the loss of revenue in­
volved being 54 lakhs. 

(c) An amendment introducing a new initial rate of 
6 pies for book packets not exceeding 21 tolas in weight, 
the loss of re"enue involved being 6~ lakhs. 

2. Acquiescence in the amendments as a whole, which would 
have involved a net loss of revenue of 443! lakhs was clearly im­
practicable and I was therefore under the necessity of intervening 
with a recommendation under section 67B of the Government 
of India Act. The question which required and received my earnest 
consideration was whether I should recommend to the Assembly 
the making of all the amendments necessary to restore the Bill 
to its original form or whether I should endeavour to meet the 
views of the Assembly in part by acquiescing in such of the amend­
ments carried by the Assembly as might arguably have been 
accepted without unbalancing the Budget to an impossible extent. 
I was constrained to conclude that the only amendments which 
could have been accepted consist.ently with the minimum require­
ments of the financial situation were the amendment omitting 
the provision for the repeal of the export duty on skins and the 
two less important amendments to the postal rates. Acceptance 
of the first-named amendment would have resulted in a small im­
provement in the revenue position but considerations of an extra­
financial character led me to conclude that the amendment should 
none the less not be accepted. The repeal of the duty is calcu­
lated definitely to benefit the agricultural classes and I am con· 
fident that in carrying the amendment by a majority of one vottJ 
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only the Assembly failed accurately to reflect the a.ttitude of pub­
lic opinion on. this question. The benefit to the tax-payer-and 
particularly to the poorer tax-payer-which would have accrued 
from the acceptance of either or both of the two ininor amendments 
to the postal rates would have been insignificant, while the accept­
ance of either or both of the amendments would have seriously 
retarded the restoration to solvency of the Post and Telegraph 
Services. On the merits, therefore, I had no doubt that the in­
terests of the country would best be served by the' restoration 
in all respects of the terms of the Bill as originally introduced, 
and while in different circumstances I would readily have recog­
nised the possibility that the political advantages of deferring in 
part to the Assembly's verdict might well outweigh the practical 
disadvantages involved in the acceptance of amendments which 
I believed t{) be on the . merits mist¥en'IIcould not but feel that 
on the present o~asiori 'this considera.tIon was deprived of most 
if not all of its normal weight by' the indisputable fact that the 
Opposition in the Assemblf liiurror the most part been concerned 
merely to defeat and embarrass Government and had accorded 
little or no impartial consideration to the merits either of the pro­
posals originally embodied in the Bill or of their own amendments 
to those proposals. '.. .' .. ,A 

3. I decided, therefore, to recommend all the amendments neces­
sary:'foi' thi~'t8storatioii' 6fthe'iBilP'1;6,litg'ori'gihlltl form! arid I 
briefly explained my reasons for this ·tleci.8i.oIP lin\·the Message 
which I communicated to the Assembly along with my recom­
meI\4a~i~m.: T.~~JJeN; v.fJ'J;!.ill ~¥.il!g~ wft~ !\~Jo~qWIl;~-::-::- " .. !;. 

Of T.he Finalfi<ieL Bill· as .:iIitroduced l,oonta.i.ned provisions 
designed to reduce taxation to the maximum extent possible 
within our existing resources and incidentally to provide some 
benefit to the agriculturist by removing a bar on the profit­
able sale of one of ms products. The Bill was the counter­
pa.rt of the policy represented in the allocation of a non-recur­
rent surplus for the development of roods, broadcasting, civil 
aviation and above all for the improvement of the economic 
position of the villages in this country. So far as the Finance 
Bill is concerned, the Amendments made by the Legislative 
Assembly would, if accepted, amount to a serious mutilation 
of the Bill. They entail a loss of revenue of from four to five 
crores and so involve' budgeting for a heavy deficit and all 
the deleterious results to India's credit which have invariably 
followed an unsound procedure of this character. The amend­
ments cannot therefore be. accepted. 

After anxious consideration I have decided to recommend 
to the Assembly that the Bill be restored to the form in which 
it was originally introduced. I have considered whether it 
is possible to accept some of the financially less important 
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amendments made but one of these is definitely opposed to 
the interests of the agriculturist . and the others are minor 
postal c,?neessions which, though affording little or no benefit 
to the poor; would, more than double the estimated deficit 
on the Posts and Telegraphs Departments and postpone the' 
restoration of solvency in that .service.· Everyone .of the 
:remaining amendments involves a loss of' at least half a crore· 
of revenue .and so must be ruled out so far' as . the current. 
year is concerned." 

4. In pursuance of my recommendation the 'Member in charge 
of the:,Bill mo:ved an' amendment to restore the rate of .salt duty 
to· RaJ/ 4 permaund. The amendment was defeated by 64 votes . 
to . 41 and the' President· in .due course furnished a certificate in 
aclC9rdance with sub-rule (5) of Rule 36B of the Indian Legislative 
Rules to the effect that the Assembly had failed' to pass the Bill 
in the form recommended by me. In the position thus produced 
it. was clearly incumbent upon me to certify the Bill in the' form 
recommended. The certified Bill with the necessary recommenda­
tion was thereupon laid before the Council of State on Monday 
the 8th April and after consideration by that body was passed 
without amendment on the 16th April. On the 22nd April, 1935, 
I gave my assent to the .Bill and for compelling reasons of an 
obvious nature' caused to be endorsed upon the Bill a direction 
in the terms of the proviso to subsection (2) of section 67B of the 
Government of India Act. 

5. In a.cQ6rdance with the instructions contained in your pre­
ilecessor's Aespatch No. 61, dated the 21st December, 1869, copies 
:>f the papers relating to the Act are enclosed herewith. 

I have the honour to be, 
Sm, 

Your most obedient, humble servant, 
WILLINGDON. 

No.4. 
Telegram from the Secretary of State for India to the GOf)ernor 

General dated 25th June.~1935. , 
In pursuance of section 67B of the Government of India Act 

[ am taking steps to lay before both Houses of Parliament Indian 
Finance Act, 1935. which received your assent and was under 
fOur direction brought into operation forthwith, in the circum­
!tances related in Your Excellency's despatch No. 58, dated 25th 
A.pril. I approve Your Excellency's proceedings. 

(S04M-19) Wt.l288-12!6 626 7/96 P. st. G. 350 
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EAST INDIA (INDIAN FINANCE- ACT, 1936) 

No.1. 

INDIAN FINANCE ACT, 1936. 

(Made by the Governor General on 31st March; 1936.) 

An Act to fix the duty on salt manufactured in, or imported 
by land into, certain parts of British India, to fix 
maximum rates of postage under the Indian Post Office 
Act, 1898, and to fix rates of income-tax and super­
tax. 

Whereas it is expedient to fix the duty on salt manufactured 
in, or imported by land into, certain parts of British India, 
to fix maximum rates of postage under the Indian Post Office 
Act, 1898, and to fix rates of income-tax and super-tax; It is 
hereby enacted as follows: 

1.-(1) This Act may be called the Indian Finance Act, 
1936. 

(2) It extends to the whole of British India, including 
British Baluchistan and the Sonthal Parganas. 

2. The provisions of section 7 of the Indian Salt Act, 1882, 
shall, in so far as they enable the Governor General in Council 
to impose by rule made under that section a duty on salt 
manufactured in, or imported into, any part of British India 
oth.er than Burma or Aden, be construed as if, for the year 
beginning on the 1st day of April, 1936, they imposed such 
duty at the rate of one rupee and four annas per maund of 
eighty-two and two-sevenths pounds avoirdupois of salt manu­
factured in, or imported by land into, any such part, and such 
duty shall, for all the purposes of the said Act, ibe deemed to 
have been imposed by rule made under that section. 

3. For the year beginning on the 1st day of April, 1936, the 
Schedule contained in the First Schedule to this Act shall be 
inserted in the Indian Post Office Act, 1898, as the First 
Schedule to that Act. 

4.-(1) Income-tax for the year beginning on the .lst day 
of April, 1936, shall be charged at the rates specified in Part I 
of the Second Schedule, increased in each case by one-twelfth 
of the amount of the rate. 

(2) The rates of super-tax for the year beginning on the 
1st day of April, 1936, shall, for the purposes of section 55 of 
the Indian Income-tax Act, 1922, be those specified in Part II 
of the Second Schedule, increased in each case by one-twelfth 
of the amount of the rate. 
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(3) For the purposes of the Second Schedule "total 
income "means total incom!l as determined for the purposes 
of income-tax or super-tax, as the case may be, in accordance 
with the provisions of the Indian Income-tax Act, 1922. XI of 

. 1922. 
(4) For the purpose of any assessment to be made for the 

year ending 31st March, 1937, the rate of income-tax applic­
. able to such part of the total income of any person 
as is derived from salaries o.t,' from interest on securities paid 
in the year ending 31st ·March, 1936, shall be the previous 
year's rate, and for the purposes of refunds under sub-section 
(1) or sub-section (3) of section 48 in respect of dividends 
declared in the year ending 31st March, 1936, or of payments 
made in the said year of salaries or. of interest on securities, 
the rate applicable to the total income of the person claiming 
refund shall be the previous' year's rate. 

Explanation.-In this sub-section the term ,. previous 
year's rate" with reference to any person means the rate of 
income-tax which would have been applicable to his total 
income if he had been assessed for the year ending 31st 
March, 1936, on a total income equal to that on which he is 
assessable for the year ending 31st March, 1937. 
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SCHBDULE I. 
Schedule to be inserted in the Indian Post Office Act, 1898. 

, [See section 3.] 

"THE FIRST SCHEDULE. 
INLAND POSTAGE RATES. 

[See sectioJ!. 7.] 
Letters. 

For a weight not exceeding one tola One: anna. 
For every tola, or fraction thereof, exc~eding one 

tola Half an anna. 

Single 
Reply 

Postca1'iLs. 
Nine pies. , 
One and a !half annas. 

Book, Pattern and Sample Packets. 
For the first five tolas or fraction thereof ... Nine pies. 
For every additional five tolas or fraction thereof 

in excess of five tolas Six pies. 
Registered Newspapers. 

For a weight not exceeding ten tolae Quarter of an anna. 
For a weight exceeding ten tolas and not exceed-

ing twenty tolas Half an anna. 
For every twenty tolas, or fraction thereof, exceed-

ing twenty tolas Half an ·anna. 

Parcel&. 
For a weight not exceeding twenty tolas .,. Two annas. 
For a weight exceeding twenty tolas a,nd not 

eltceeding forty tolas . ' Four annas. 
For every forty tolas, or fraction thereof, exceed-

ing forty tolae . . Four annas." 

SCHEI?ULE II. 
[See section 4.] 

PART I. 
Bates of Income-taz. 

A. In the case of every individual, Hindu un­
divided family, unregistered firm and other 
association pf individuals not being a 
registered firm or a company:"" 

(1) When the total income is Rs.2,OOO or up~ 
waros, but is less than Rs.5,OOO 

(2) When the total income ·is Rs~5,OOO or up­
wards, but is less than Rs.10,OOO 

(3) When the total income is Rs.10,OOO or up­
wards,but is less than Rs.15,OOO 

(4) When the total income is Rs.15,OOO or 
upwards, but is less than Rs.20,OOO 

(5) When ~he .total income is 'Rs.20,OOO or 
upwards, but is,less than Rs.30,OOO. 

(6) When ,the total income is Rs.30,OOO or 
upwards, but is less than Rs.40,OOO. 

(7) When the total inoome is Rs.40,OOO or 
,upwards, but is Jess than Rs,l,OO,OOO. 

(8) When the total income is Rs.1,OO,OOO or 
, ' upwards. 

B. In the' case of every company and registered 
firm, whatever its total income. 

36380 

Rate. 

'. Six pies in the rupee. 

Nine piea in the rupee. 

~ One anna in the rupee. 
One anna and four pies 

in the rupee. 
One anna and seven 

pies in the rupee. 
One anna. and eleven 
. pies in the rupee. 
Two ,annas, and one pie 

in the rupee. 
Two annas and two pies 

in the rupee. 
Two annas and two pies 

in the rupee. 

A2 
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PARr II. 

Rates 0/ 8'1.1pef'-tax. 

In respect of. the excess over thirty thousand 
rupees of total income--

(I) in the case of every company- Rate. 
(a) in respect (}f the first twenty 

thousand rupees of such excess. NiJ.. 

(b) for every rupee of the remainder 
of such excess One anna in the rupee. 

(2) (a) iB the case of every Hindu undivided 
. family-

(i) in respect of the . first forty-five 
. thousand rupees of such excess. 

(ii) for every rupee of the next twenty­
five thousand rupees of' such 
excess .. 

(b) in the case of every individual, unregis­
tered firm and other association of in­
dividuals not being a registered firm or 
a company-

(i) for every rupee of the first twenty 
thousand rupees of such excess. 

(ii) for every rupee ot" the next fifty 
thousand rupees of such excess. 

(c) in the case of every individual, Hindu un­
divided family, unregistered firm and 
other association of individuals, not 
being a registered firm or a company-

(i) for every rupee of the next fifty 
thousand rupees of such excess. 

(ii) for every rupee of the next fifty 
thousand rupees of such excess, 

. (iii) for every rupee of the next fifty 
thousand rupees of such excess. 

(iv) for every rupee of'the next fifty 
thousand rupees of such excess. 

(v) for every rupee of the next fifty 
thousand rupees of such excess. 

(vi) for every rupee of the next fifty 
thousand rupees of such excess. 

(vii) for every rupee of the next fifty 
thousand rupees of such excess. 

(viii) for every rupee of the next fifty 
thousand rupees of such excess. 

(ix) for every rupee of the next finy 
thousand rupees of such excess. 

(x) for every rupee of the remainder 
of such excess. 

Nil. 

One. anna and three 
pies in the rupee. 

Nine pies in the rupee. 

One anna and three 
pies in the rupee. 

One anna and nine pies 
in the rupee. 

Two annas and three 
pies in the rupee . 

Two annas and nine 
pies in the rupee. 

Three annas and three 
pies in the rupee. 

Three annas and nine 
pies in the rupee. 

Four annas and three 
pies in the rupee. 

Four annas and nine 
pies in the rupee. 

Five annas and three 
pies in the rupee. 

Five annas and nine 
pies in the rupee. 

Six annas and three 
pies in the rupee. 
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No. 2~,. 

Recommendations to the Legislature, Certification, Assent and 
Direction bringing the Act into operation forthwith. 

In pursuance of the provisions of sub-section (1) of section 67B 
of the Government of India Act, I, Freeman, Earl of "\Villingdon, 
do recommend to the Legislative Assembly that it do pass the Bill 
to fix the duty on salt manufactured in, or imported by land into, 
certain parts of British India,to fix maximum rates of postage under 
the Indian Post Office Act, 1898, and to fix rates of income-tax and 
super-tax· in the form hereto annexed, 

WILLINGDON, 

Viceroy and Governor General. 
The 25th March, 1936. 

Whereas the Legislative Assembly has failed to pass in the form 
recommended by me the Bill to fix the duty on salt manufactured 
in, or imported by land into, certain parts of British India, to fix 
maximum rates of postage under the Indian Post Office Act, 1898, 
and to fix rates of Income-tax and super-tax, a copy of which Bill 
in the form recommended by me is hereto annexed; 

Now, therefore, I,Freeman, Earl of Willingdon, in exercise of 
the power conferred by sub-section (1) of section SIB of the Govern­
ment of India Act, do hereby certify that the passage of the said 
Bill is essential for the interests of British India. 

WILLINGDON, 

Viceroy and Governor General. 
The 26th March, 1936. 

In pursuance of the provisions of" sub-section (1) of section 67B 
of the Government of India Act, I, Freeman, Earl of Willingdon, 
do recommend to the Council of State that it. do pass the Bill to px 
the duty on salt manufactured in" or~imported by land into, certain 
parts' of British India, to fix maximum rates of postage under the 
Indian Post Office Act, 1898, and to fix rates of income-tax and 
super-tax, in the form hereto annexed. 

WILLINGDON, 

Viceroy and Governor General. 
The 26th March, 1936. 

This Bill has been consented to ~y the Council of State . 

The 31st March, 1936. 

. M. B. DADABHOY, 

President, Council of State. 
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I assent to this Bill. 

WILLINGDON, 

The 31st Mp,rch, 1936. 
Viceroy and Governor General. 

This Act has been made by me as Governor General under the 
provisions <;>f section 67B of the Government of India Act. 

WILLINGDON, 

Thc 31st March, 1936. 
Vice'roy and Governor General. 

Whereas I, Freeman, Earl of vVillingdon, am of opinion that a 
state of emergency exists which justifies the direction by me that 
the Indian Finance Act, 1936, being an Act made by me under 
the provisions of section 67B of the Government of India Act shall 
come into operation forthwith: ' 

Now, therefore, in exercise of the power conferred by the proviso 
to sub-section (2) of that sectIon, I do hereby direct accordingly. 

WILLINGDON, 

The 31st March, 1936. 
Viceroy and Governor General. 

No.3. 

Despatch to the Most Honourable the MARQUESS OF ZETLAND, 
P.O., G.O.S.I., G.O.I.E., His Majesty's Secretary of State 
for India. 

No. 65, dated New Delhi, the 14th April, 1936. 

The Indian Finance Act, 1936. 

My LORD MARQUESS, 
I have the honour to forward herewith an authentic copy of the 

Indian Finance Act, 1936, to which I have signified my assent under 
clause (b) of sub-section(l) of section 67B of the Government 
of India Act. The Finance Bill was introduced in the Legislative 
Assembly on the 28th February. After four days' discussion the 
motion for the consideration of the Bill was carried without a 
division on the 19th March. In the course of the detailed con­
sideration of clauses, the following amendments were carried against 
Government :-

(1) An amendment abolishing the salt duty, involving a loss 
of abQut 8 crores of rupees. 

(2) (i) An amendment reducing the rates for sil1g1e and 
reply post cards from 9 pies and one and a half annas to 
6 pies and one anna respectively, involving a loss of revenue 
of about 50 lakhs of rupees. 

(ii) An amendment that the weight of registered newspapers 
to be carried for a quarter of an anna, be raised from eight to 
ten tolas, involving a loss of revenue of about Rs.74,OOO 
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2. The amendment abolishing the duty on salt was manifestly one 
in which it was impossible for me to acquiesce. Indeed it is 
safe to say that all the members who voted for the amendment must 
have realised that its adoption would involve resort to my special 
powers. The reduction of the charges payable in respect of post 
cards stood on a somewhat different footing, but after careful con­
sideration I was constrained to conclude that apart altogether from 
the extreme importance of maintaining the financial solvency of 
the Posts and Telegraphs Department, acquiescence in the amend" 
ment would have unbalanced the Budget as a whole to an extent 
incompatible with my responsibility for the financial welfare of 
India. The financial effect of the amendment relating to the 
postal charges for registered newspapers was insignificant and I 
decided to accept the Assembly's verdict on that point. I accord­
ingly recommended to the Assembly to pass the Bill in a form 
identical, save in this one respect, ,with the form in which the 
Bill had been introduced. 

3. In pursuance of my recommendation, the Member in charge of 
the Bill moved an amendment to restore the salt duty at Rs.1-4-0 
per maund. The amendment was defeated by 68 votes to 51 and the 
President furnished a certificate in accordance with sub-rule (5) 
of Rule 36B of the Indian IJegislative Rules to the e[ect that the 
Assembly had failed to pass the Bill in the form recommended by 
me. It thus became incumbent upon me to certify the Bill in the 
form recommended. The certified Bill with the necessary recom­
mendation was thereafter laid before the Council of State which 
passed it on the 31st March. I gave my assent to the Bill the 
same day and for obvious reasons caused to'be endorsed upon the 
Bill a direction in the terms of the proviso to sub-section (2) of 
section 67B of the Government of India Act. 

4. Copies of the papers relating to the Act are enclosed herewith. 

I have the honour to be, 

My Lord Marquess, 

Your Lordship's most obedient, humble Servant 
WILLINGDON. 

No.4. 
Telegram from the Secretary of State for India to the 

Governor General dated 26th May, 1936. 

In pursuance of section 67B of the Government of India Act, 
I am taking steps to lay before both Houses of Parliament the 
Indian Finance Act 1936, which received Lord Willingdon's assent 
and was under his direction brought ,into operation forthwith, in 
the circumstances related in his Despatch No. 65 dated 14th April. 
I approve Lord Willingdon's proceedings, 

(S6380-10) wt. 428-1363 635 7/36 P. st. G.350 
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EAST INDIA (CRIMINAL LAW AMENDMENT 
ACT, 1935) 

No.1. 

WHEREAS by its vote of the 12th September, 1935, the Legisla­
tive Assembly has refused to take into consideration a Bill entitled 
a Bill to amend the Criminal Law ; 

Now, therefore, I, Freeman, Earl of Willingdon, in p1;ll'suance 
of the provisions of sub-section (1) of section 67B of the Government 
of India Act, do recommend to the Legislative Assembly that it 

_ do pass the Bill in the form hereto annexed. 

Simla, 

WILLINGDON, 
Viceroy and Governor General. 

The 16th September, 1935. 

WHEREAS the Legislative Assembly has by its vote of the 
16th September, 1935, refused leave to introduce a Bill entitled a 
Bill to amend the Criminal Law; 

Now therefore, I, Freeman, Earl of Willingdon, in pursuance of 
the provisions of sub-section (1) of Section 67B of the Government 
pf India Act, do hereby certify that the said Bill is essential for 
the tranquillity of British India. 

Simla, 

WILLINGDON, 
Viceroy and Governor General. 

The 18th September, 1935. 

In pursuance of the provisions of sub-section (1) of Section 67B 
of the Government of India Act, I, Freeman, Earl of Willingdon, 
do recommend to the Council of State that it do pass the Bill to 
amend the Criminal Law in the form hereto annexed. 

WILLINGDON, 
Viceroy and Governor General. 

Simla, 
The 18th September, 1935. 
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A BILL 

To amend the- Criminal Law. 

WHEREAS it· is expedient to amend the Criminal Law in the 
manner hereinafter appearing; It is hereby enacted as follows:-

1.-(1) This Act may be called the Criminal Law Amendment 
Short title and extent. Act, 1935. 

(2) It extends to the whole of British India, including British 
Baluchistan and the Sonthal Parganas. 

2.-(1) Sub-section (3) of section 1 and sections 2, 3, 4, 6, 8, 15, 

Repeals; 17 and 20 of the Criminal Law Amend­
ment Act, 1932, are hereby repealed. 

(2) Sub-section (3) of section 1 of the Indian Press (Emergency 
Powers) Act, 1931, is hereby repealed. 

3. In the preamble to the Criminal Law Amendment Act, 1932, 
Amendment of preamble the word I. temporarily " shall be 

Act XXIII of 1932. • omitted. 

4. In sub-section (4) of section 1 of the Criminal Law Amend­
Amendment of section 1, ment Act, 1932, the words and figure 

Act XXIII of 1932. "section 4 and" and the words and 
figure •• section 4 or ••. shall be omitted. 

5'. In section 9 of the Criminal Law Amendment Act, 1932,­
Amendment of section 9, 

Act XXIII of 1932. 
(a) in clause (ii) the figures .. 2 ", "3 " and .. 6 " shall be 

omitted; and 
(b) clause (iii) shall be omitted. 

6. In sections 11, 12 and 13 of the Criminal Law Amendment 
Amendment of sections 11, Act, 1932, the words" So long as this 

12 and 13, Act XXIII of 1932. Act remains in force ", and the words 
" deemed to be ", shall, wherever they occur, be omitted. 

7. In section 32 of the Indian Press (Emergency Powers) Act, 
Amendment of section 32, 1931; the words " So long as this Act 

Act XXIII of 1931. remains in force" shall be omitted. 

This Bill has been consented to by the Council of State. 

The 28th September, 1935. 

M. B. DADABHOY, 
President, Council of State. 
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I assent to this Bill. 

WILLINGDON, 
Viceroy an~ Governor General. 

This Act has been made by me as Governor General under the 
provisions of section 67B of the Government of India Act. 

The 4th October, 1935. 

WILLINGDON, 
Viceroy and Governor General. 

An authentic copy. 

L. GRAHAM. 
Secretary to the Government of 
India, Legislative Department. 

STATEMENT OF OBJECTS AND REASONS. 

The Criminal Law Amendment Act, 1932, will expire on 18th 
December, 1935. The Government of India propose by this Bill 
to continue certain of the provisions of that Act in a permanent 
form. The present Act includes-

(a) provisions against certain forms of intimidation (sections 
2-4 and 6-8), 

(b) provisions against associations dangerous to the public 
peace (section 13), and 

(0) provisions to secure greater control over the Press 
(section 5 and sections 14-16). 

2. The civil disobedience movement is at present in abeyance. 
Government have therefore decided not to continue the provisions 
against those forms of intimidation which were a special feature 
of that movement, namely, sections 2, 3, 4, 6 and 8 of the Act. 
Section 7 stands -on a different footing. Picketing has not ceased 
with the civil disobedience movement. It is now recognised not 
only as a means of opposition to any form of constituted authority 
but also of causing annoyance to private persons who differ from the 
political, economic or religious views of the picketers. It is likely 
to be a main feature of any subversive movement and it cannot be 
dealt with effectively under the ordinary law. Government there­
fore propose to give permanent effect to section 7, which will as at 
present not come into force unless extended to a particular area by 
a Local Government. 
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3. Section 13 confers on Government powers to take certain 
action in connection with places used for the purposes of an un­
lawful association. It was enacted to strengthen the Criminal Law 
Amendment Act of 1908 which is a permanent Act. It is therefore 
logical to give, permanent effect to the provisions of section 13. 
Unlawful associations are formed for the furtherance of subversive 
movements other than the civil disobedience movement and it is 
essential that Government should retain powers to enable them to 
deal effectively with such associations, when they are of a dangerous 
character. 

4. Section 5 of the Act of 1932 makes it an offence to disseminate 
the contents of proscribed documents. It is a logical supplement 
to the Indian Press (Emergency Powers) Act, 1931, and section 99A 
of the Code of Criminal Procedure, 1898, and should have the 
same period of validity as those Acts. Sections 14 to 16 continue 
and extend the scope of the Indian Press (Emergency Powers) 
Act, 1931. Having regard to the continuance of the terrorist move­
ment, to the existence of a movement which has for its object 
the overthrow of the present social and economic system by violent 
means, and the constantly recurring outbursts of communal feeling, 
Government cannot safely relax their existing powers for the control 
of the Press and of unauthorised news-sheets and newspapers. 

H. D. CRAIK. 
SIMLA, 

The 16th August, 1935. 

No.2. 
THE INDIAN PRESS (EMERGENCY POWERS) ACT, 1931. 

ACT No. XXIll OF 1931. 
(As amended by Act XXIII of 1932.) 

(PASSED BY THE INDIAN LEGISLATURE.) 

(Received the assent of the Governor General on the 
9th October, 1931.) 

AN ACT 

To provide Uor the better control of the Press]. 

WHmtEAS it is expedient to provide [for the /better control of the 
Press] ; It is hereby enacted as follows :-

1.-(1) This Act may be called the Indian Press (Emergency 
Powers) Act, 1931. 

[ ] Amendment made by Criminal Law Amendment Act, XXIII of 1932. 
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(2) It extends to the whole of British India, inclusive of British 
Baluchistan and the Sonthal ·Parganas. 

(3) It shall remain in force [until the expiration of the Criminal 
Law Amendment Act, 1932]. 

2. In this Act, unless there is anything repugnant in the subject Definitions 
or context,-

(1) " book" includes every volume, part or division of a 
volume, pamphlet and leaflet, in any language, and 
every sheet of music, map, chart or plan separately 
printed or lithographed; 

(2) " document" includes also any painting, drawing or photo­
graph or other visible representation; 

(3) "High Court " means the highest Civil Court of Appeal 
for any local area except in the case of the province 
of Coorg where it means the High Court of Judicature 
at MadraS; 

(4) "Magistrate JJ means a District Magistrate or Chief 
Presidency ,Magistrate; 

(5) .. n,ewspaper JJ means any periodical work containing 
public news or comments on public news; 

(6) .. news-sheet JJ means any document other than. a news­
paper containing public news or comments on public 
news or any matter described in sub-section (1) of 
section 4; . 

(7) " press H includes a printing-press and all machines, 
implements and plant and parts thereof and all 
materials used for multiplying documents; 

(8) "printing-press JJ includes all engines, machinery, types, 
lithographic stones, implements, utensils and other plant 
or materials used for ihe purpose of printing; 

(9) •• unauthorised newspaper ., means--
(a) any newspaper in respect of which there are not 

for the time being valid declarations under 
section 5 of the Press and Registration of 
Books Act, 1867, and 

(b) any newspaper in respect of which security has 
been required under this Act, but has not been 
furnished as required; 

(10) "unauthorised news-sheet JJ means any news-sheet other 
than a news-sheet published by a person authorised 
under section 15 to publish it; and 

(11) .. undeclared press .. means any press otheI' than a press 
in respect of which there is for the time being a valid 

. declaration under section 4 of the Press and Registration 
of Books Act; 1867. 
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Control oj printing-presses and newspapers. 

3.-,--(1) Any person keeping a printing-press who is required to 
make a declaration under section 4 of the Press and Registration XX' 
of Books Act, 1867, may be required Iby the Magistrate before whom IB6~ 
the declaration is made, for reasons to be recorded in writing, 
to deposit with the Magistrate within ten days from the day on 
which the deClaration is made, security to such an amount, not 
being more than one thousand rupees, as the Magistrate may in 
each case think fit to require, in money or the equivalent thereof 
in securities of the Government of India as the person making the 
deposit may choose: 

Provided that ifa deposit has been required under sub-section (3) 
from any previous keeper of the printing-press, the security which 
may be required under this sub-section may amount to three 
thousand rupees. . 

(2) Where security reqUired under sUb-section' (1) has. been 
deposited in respect of any printing-press, and for a period of three 
months from the date of the declaration mentioned in sub­
section (1) no order is made by the Local Government under 
section 4 in respect of such press, the security shall, on applica­
tion by the keeper of the press, he refunded. 

(3) Whenever it appears to the Local Government that 
any printing-press kept in any place in the, territories under 
its administration, in respect of which security under the pro­
visions of this Act has not been required, or having Ibeen required 
has been refunded under sub-section (2), is used for the purpose 
of printing or publishing any newspaper, book or other document 
containing any words, signs or visible representations of the nature 
described in section 4, sub-section (1), the Local Government may, 
by. notice in writing to the keeper of the press stating or describing 
such words, signs or visible representations, order the keeper to 
deposit with the Magistrate within whose jurisdiction the press 
is situated security to such an amount, not being less than five 
hundred or more than three thousand rupess as the Local Govern­
ment may think fit to require, in money or the equivalent thereof 
in securities of the Government of India as the person making the 
deposit may choose. 

(4) Such notice shall appoint a date, not being sooner than 
the tenth day after the date of the issue of the notice, on or 
before which the deposit shall be made. 

4.-(1)W1henever it appears to the Local Government that 
any printIng-press in respect of Which any security has been 
ordered to be deposited under section 3 is used for the purpose 
of printing or publishing any newspaper, book or other document 
containing any words, signs or visible representations which-

(a) incite to or encourage, or tend to incite to or to en­
courage, the commission of any offence of murder or 
any cognizable offence involving violence, or 
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(b) directly or indirectly express approval or admiration of 
any such offence, or of any person, real or fictitious, 
who has committed or is alleged or represented to 
have committed any such offence, 

[or which tend, directly or indirectly,-
(0) to seduce any officer, soldier, sailor or airman in the 

military, naval or air forces of His Majesty or any 
police officer from his allegiance or his duty, or 

(d) to bring into hatred or contempt His Majesty or the 
Government established by law in British ~D.:dia or the 
administration of justice in British India or any class 
or section of His Majesty's subjects in British India, 
or to excite disaffection towards His Majesty or the 
said Government, or 

(e) to put any person in fear or to cause annoyance to him 
and thereby induce him to deliver to any person any 
property or valuable security or to do any act which 
he is not legally bound to do, or to omit to do any 
act which he is legally entitled to do, or, 

(f) to encourage or incite any person to interfere with the 
administration of the law or with the maintenance of 
law and order, or to commit any offence, or to refuse 
or defer payment of any land-revenue, tax, rate, cess 
or other due or amount payable to Government or to 
any local authority, or any rent of agricultural land or 
anything recoverable as arrears of or along with such 
rent, or 

(g) to induce a public servant or a servant of a. local authority 
to do any act or to forbear or delay to do any act con­
nected with the exercise of his public function~' or to 
resign his office, or 

(h) to promote feelings of enmity or hatred between different 
classes of His Majesty's subjects, or 

(i) to prejudice the recruiting of persons to serve in any of 
His Majesty's forces, or in any police force, or to 
prejudice the training, discipline or administration of 
any such force.] 

the Local Government may, by notice in writing to the keeper 
of such printing-press, stating or describing the words, signs or 
visible representations which in its opinion are of the nature 
described above,-

(i) where security has been deposited', declare such security, 
or any portion thereof, to he forfeited to His Majesty, or 

(ii) where security has not been deposited, declare the press 
to be forfeited to His Maiestv. 
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and may also ,declare all copies of such newspaper, book or other 
document wherever found in British India to be forfeited to His 
Majesty. 

Explanation, I.-No expression of approval or a,dmiration made 
in a historical or lit~rary work shall be deemed to be of the nature 
described in this sub-section unless it has the tendency described 
in clause (a). . 

[Explanation 2.-Comments expressing disapprobation of the 
measures of the Government with a view to obtain their alteration 
by lawful.m,E(ans without exciting or attempting to excite hatred, 
contempt or disaffection shall not be deemed to be of the nature 
described in clause (d) of this sub-section. 

Explanation 3.-Comments expressing disapprobation of the 
administrative or other action of the Government without exciting 
or attempting to excite hatred, contempt or disaffection, shall not 
be deemed to be of the nature described in clause (d) of this 
sub-section. 

Explanation 4.-Words pointing out, without malicious intention 
and with an honest view to their removal, matters which are pro­
ducing or have a tendency to produce feelings of enmity or hatred 
between different classes 0,£ His Majesty's subjects shall not be 
deemed to be words of the nature described in clause (h) of this 
sub-section. ] 

(2) After the expiry of ten days from the date of the issue of 
a notice under sub-section (1) declaring a security, or any POrtiOll 
thereof, to be forfeited, the declaration made in respect of such 
press under section 4 of the. P:r;ess and Registration of Books Act, XX' 
1867, shall be deemed to be annulled. 186~ 

5.-(1) Where the security given in respect of any press, or 
any portion thereof, has been declared forfeited under section 4 
or section 6, every person making a fresh declaration in res'pect 
of such press under section 4 of the Press and Registration of xx' 
Books Act, 1867, shall deposit with the Magistrate before whom 186~ 
such declaration is made security to such an amount, not being 
less than one thousand or more than ten thousand rupees, as the 
Magistrate may think fit to require, in money or the equivalent 
thereof in securities of the Government of India as the person 
making the deposit may ,choose. 

(2) Where a portion only of the security given in respect of 
such press has been declared forfeited under section 4 or section 6, 
any unforfeited balance still in deposit shall be taken as part of 
the amount of security required under sub-section (1). 

[ ] Amendment made by Criminal Law Amendment Act, XXIII of 1932 
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"6.-(1) If, after security has been deposited under section 5, Power to 
the printing-press is again used for the purpose of printing or tec~~re 
publishing any newspaper, book or other document containing s~:ur;:yaI 
any words, signs or visible representations which, in the opinion publicatiol 
of the Local Government, are of the nature described in section 4, forfeited. 
sub-section (1), the Local Government may, by notice in writing 
to the keeper of such printing-press, stating or describing such 
words, signs or visible representations, declare--

(a) the further security so deposited, or any portion thereof, 
and 

(b) all copies of such newspaper, book or oth'"er document 
wherever found in British India 

to be forfeited to His Majesty. 
(2) After the expiry of ten days from the issue ofa notice under 

sub-section (1), the declaration made in respect of such press under 
section 4 of the Press and Registration of Books Act, 1867, shall 
be deemed to be annulled. 

7.-(1) Any publisher of a newspaper who is required to make Depo~it 01 
a declaration under section 5 of the Press and Registration of sec~~l~ b 
Books Act, 1867, may be required by the Magistrate before whom ~~w:;a;:l 
the declaration is made, for reasons to be recorded in writing, 
to deposit with the Magistrate within ten days from the day on 
which the declaration is made, security to such an amount, not 
being more than one thousand rupees, as the Magistrate may in 
each case think fit to require, in money or the equivalent thereof in 
securities of the Government of India as the person making the 
deposit may choose: 

Provided that if a deposit has been required under sub-sec­
tion (3) from any previous publisher ~f the newspaper, the security 
which may be required under this sub-section may amount to three 
thousand rupees. 

(2) Where security required under sub-section (1) has been 
deposited in respect of any newspaper, and for a period of three 
months from the date of the declaration mentioned in sub-sec­
tion (1) no order is made by the Local Government under sec­
tion 8 in respect of such newspaper, the security shall, on applica­
tion by the publisher of the newspaper; be refunded. 

(3) Whenever it appears to the Local Government that a news­
paper published within its territories, in respect of which security 
under the provisions of this Act has not been required, or having 
been required has been "refunded under sub-section (2), contains 
any words, signs or visible representations of the nature described 
in section 4, sub-section (1), the Local Government may, by notice 
in writing to the publisher of such newspaper, stating or describ­
ing such words, signs or visible representations, require the pub­
lisher to deposit with the Magistrate within whose jurisdiction 
the newspaper is published, security to such an amount, not being 
less than five hundred or more than three thousand rupees, as the 
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Local Government may think fit to require, in money or the 
equivalent thereof in· securities of the Government of India as the 
person making the deposit may choose. 

(4) Such notice shall appoint a date, not being sooner than 
the tenth day after the date of the issue of the notice, on or before 
which the deposit shall be made. 

8.--'-(1) If any newspaper in respect of which any security has 
been ordered to be deposited under section 7 contains any words, 
signs or visible representations which, in the opinion of the Local 
Government, are of the nature described in section 4, sub-sec­
tion (1), tHe Local Government may, by notice in writing to the 
publisher of such newspaper, stating or describing such words, 
signs or visible representations,-

(a) where the security has been deposited, declare such 
security, or any portion thereof, to be forfeited to His 
Majesty, or 

(b) where the security has not been deposited, annul the 
declaration made by the publisher of such newspaper 
under section 5 of the Press and Registration of Books xxv ( 
Act, 1867,. 1867. 

and may also declare all copies of such newspaper, wherever found 
in British India, to be forfeited to His Majesty. 

(2) After the expiry of ten days from the date of the issue of a 
notice under sub-section (1) declaring a security, or any portion 
thereof, to be forfeited, the declaration made by the publisher of 
such newspaper under section 5 of the Press and Registration of xxv c 
Books Act, 1867, shall be deemed to be annulled. 1867. 

9.-(1) Where the security given in respect of any newspaper, 
or any portion thereof, is declared forfeited under section 8 or 
section 10, any person making a fresh declaration under section 5 
of the Press and Registration of Books Act, 1867, as publisher of xxv c 
such newspaper, or any other newspaper which is the same in 1867. 
substance as the said newspaper, shall deposit with the Magistrate 
before whom the declaration is made security to such an amount, 
not being less than one thousand or more than ten thousand 
rupees, as the Magistrate may think fit to require, in money or the 
equivalent thereof in securities of the Government of India as the 
person making the deposit may choose. 

(2) Where a portion only of the security given in respect of 
such newspaper has been declared forfeited under section 8 or 
section 10, any unforfeited balance still in deposit shall be taken 
as part of the' amount of security required under sub-section (1). 

10.-(1) If, after security has been deposited under section 9, 
the newspaper again contains any words, signs or visible representa­
tions which, in the opinion of the Local Government, are of the 
nature described in section 4, sub-section (1), the Local Govern­
ment may, by notice in writing to the publisher of such news-
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paper, stating or describing such words, !ligns or visible representa­
tion, declare--

(a) the further security so deposited, or any portion thereof, 
and 

(b) all copies of such newspapers wherever found in .British 
India 

to be forfeited to His Majesty. 
(2) After the expiry of ten days from the date of the issue of a 

notice under sub-section (1), the declaration made by the publisher 
of such newspaper under section 5 of the Press and Registration of 
Books Act, 1867, shall be deemed .to be annulled and no further 
declaration in respect of such newspaper shall be made save with the 
permission of the Local Government. 

11.-(1) Whoever keeps in his possession a press which is used Penalty for 
for the printing of books or papers without making a deposit under keeping 
section 3 or section 5, as required by the Local Government or the pres~ o~ 
Magistrate as the case may be, shall on conviction by a Magistrate pubhshmg 
be liable to the penalty to which he would be liable if he had ~~:~~:rr 
failed to make the declaration prescribed by section 4 of the Press making 
and Registration of Books Act, 1867. deposit. 

(2) Whoever publishes any newspaper without making a deposit 
under section 7 or section 9, as required by the Local Government 
or the Magistrate as the case may be, or publishes such newspaper 
knowing that such. security has not been deposited, shall on con­
viction by a Magistrate be liable to the penalty to which he would 
be liable if he had failed to make the declaration prescri'bed by 
section 5 of the Press and Registration of Books Act, 1867. 

12.-(1) Where a deposit is required from the keeper of a Conse­
printing-press under section 3, such press shall not be used for the qu.ences of 
printing or publishing of any newspaper, book or other document ~Iulnr; to 
after the expiry of the time allowed to make the deposit until the s:~:::ty as 
deposit has been made, and where a deposit is required from the required. 
keeper of a printing-press under section 5, such press shall not 
be so used until the deposit has been made. 

(2) Where any printing-press is used in contravention of sub­
section (1), the Local Government may, by notice in writing to 
the keeper thereof, declare the press to be forfeited to His Majesty. 

(3) Where a deposit is required from the publisher of· a news­
paper under section 7 and the deposit is not made 'within the 
time allowed, the declaration made by the publisher under sec­
tion 5 of the Press and Registration of Books Act, 1867, shall 
be deemed to be annulled. 

13. Where any person has deposited any security under this Rtf 
Act and ceases to keep the. press in respect of which such security d:p:~~e~ 
was deposited, or, being a publisher, makes a decla.ration under security in 
section 8 of the Press and Registration of Books Act, 1867, he certain 
may apply to the 'Magistrate within whose jurisdiction such press cases. 
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is sit~ate for the return of, the said, secu~ity; and thereupon such 
sec~Ilty shaU, upon 'p~oof to the satIsfactIOn of the Magistrate and 
subject to the proVIsIons hereinbefore contained, be returned to 
such person; 

14. Where any printing-press is, or any copies of any newspaper, 
book or o~her docUI~ent are, ,declared forfeited to His Majesty 
under sectIon A, sectIOn 6, sectIOn 8, section 10 or section 12 the 
Local Government may direct a Magistrate to issue a warrant' em­
p~wering any :police-officer, not below the rank of Sub-Inspector, to 
seIze and detam any property ordered to be forfeited and to enter 
upon and search for such property in any premises-

(i) where any such property may be or may be reasonably 
suspected to be, or 

(ii) where any copy of such newspaper, 'book or other document 
is kept for sale, distribution, pUblication or public 
exhibition or is reasonably suspected to. be so kept. 

Unauthorised news-shreets and newspapers. 

15.-(1) The Magistrate may, by order in writing and subject to 
such conditions as he may think fit to impose, authorise any person 
by name to publish a news-sheet, or to publish news-sheets from 
time to time. 

(2) A copy of an order under SUb-section (1) shall be furnished to 
the person thereby authorised. 

(3) The Magistrate may at any time revoke an order made by 
him under sub-section (1). 

16.-(1) Any police-officer, or any other person empowered in 
this behalf by the'Local Government, may seize any unauthorised 
news-slieet or unauthorised newspaper, wherever found. 

(2) Any Presidency Magistrate, District Magistrate, Sub-divi­
sional Magistrate or Magistrate of the first class may by warrant 
authorise any police-officer not below the rank of Sub-Inspector to 
enter upon and search any place where any stock of unauthorised 
news-sheets or unauthorised newspapers may be or may be reason­
ably suspected to .be, and such police-officer may seize any docu­
ments found in such place which, in his opinion, are unauthorised 
news-sheets or unauthorised newspapers. 

(3) All documents seized under sub-section (1) shall be produced 
as soon as maybe before a Presidency Magistrate, District Magis­
trate, Sub-divisional Magistrate or Magistrate of the first class, and 
all documents seized under sub-section (2) shall be produced as soon 
as may be before the Court of the :Magistrate who issued 
the warrant. 

(4) If, in the opinion of such ,Magistrate or Court, any of such 
documents are unauthorised news-sheets or unauthorised news­
papers, the Magistrate. or Court may cause them to be destroyed. 
If, in the opinion of such Magistrate or Court, any of .such docu­
ments are not unauthorised news-sheets or unauthonsed news­
papers, such Magistrate or Court shall dispose of them in 
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the manner provided in sections 523, 524 and 525 of the Code of 

L898. Criminal Procedure, 1898. 

17.-(1) ,Where a Presidency Magistrate, District Magistrate orP~wer to 
Sub-divisional Magistrate has reason to believe that an unauthorised ~el~e.:nd 
news-sheet or unauthorised newspaper is being produced from an uO:d:~lare 
undeclared press within the limits of his jurisdiction, he may by presses 
warrant authorise any police-officer not below the rank of Sub- ~roducin~ 
Inspector to enter upon and search any place wherein such un- ~nauthor. 
declared press may be or may ibe reasonably suspected to be, and lShedtnews: 
if · h .. f h l' ffi f d' h s ee s an! , In t e opllllOn 0 sue po lce-o cer, any press oun In sue newspape: 
place is an undeclared press and is used to produce an unauthorised 
news-sheet or unauthorised I;lewspaper, he may seize such press and 
any documents found in the place which in his opinion are un­
authorised news-sheets or unauthorised newspapers. 

(2) The police-officer shall make a report of the search to the 
Court which issued the warrant and shall produce before such 
Court, as soon as may be, all property seized: 

Provided that where any press which has been seized cannot be 
readily removed, the police-officer may produce before the Court 
only such parts thereof as he may think fit. 

(3) If such Court, after such inquiry as it may deem requisite, 
is of opinion that a press seized under this section is an undeclared 
press which is used to produce an unauthorised news-sheet or un­
authorised newspaper, it may, by order in writing, declare the press 
to be forfeited to His Majesty. If, after such inquiry, the Court is 
not of such opinion, it shall dispose .of the press in the manner 
provided in sections 523, 524 and 525 of. the Code of Criminal 

l898. Procedure, 1898. . 
(4) The Court shall deal with documents produced before it under 

this section in the manner provided in sub-section (4) of. section 16. 
18.-(1) Whoever makes, sells, distributes, publishes or pUblicly Penalty f, 

exhibits or keeps for sale, distribution or publication, any ~issemina 
unauthorised news-sheet or newspaper, shall be pUlli. 'shalble with mghun: 
., t h' h te d to' h . aut orlse, lo:pnsonmen W lC may ex n. SIX mont s, or WIth fine, or news-shee 
wIth both. and news. 

(2) Notwithstanding anything contained in the Code of Criminal papers. 
l898. Procedure, 1898; any offence punishable under sub-section (1), and 

any abetment of any such offence, shall be cognizable. 

Special provisions rebating to the seizure of certwin documents. 

19. Where any newspaper, book or other document wherever P t 
made appears to the'Local Government to contain any words, signs d;:;::e 0 

or visible representations of the nature described in section 4, sub- eertain 
section (1), the Local Government may, by notification in the local publi.catic 
official Gazette, stating the grounds of its opinion, declare every for~elt~. 
copy of the issue of the ne'Yspaper, a:nd ev.ery copy of such book or ::ar~ IS8 

, other document to be forfeIted to HIS MaJesty, and thereupon any warrants 
for same. 
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police--officer may seize the same wherever found in British India, 
and any Magistrate may by warrant authorise any police-officer not 
below the ramk of Sub-Inspector to enter upon. and search for the 
same in any premises where any copy of such issue or any such 
book Or other document may be or may be reasonably suspected 
to be. 

)wer to 20. The Chief Customs--officer or other officer authorised by the 
,tain Local Government in this behalf may detain any package brought, 
.ckages h h d ntaining w et er by Ian , sea or air, into British India which he suspects 
rtain to contain any newspapers, books or other documents of the 'Ilature 
lblications described in section 4, sub-section (1), and shall forthwith forward 
len iI?- copies of any neWl'papers, books or other documents found therei.n 
I~:?~ mto to such officer as the Local Government may appoint in this behalf 
~~i: to be disposed of in such manner as the Local Government may 

direct. . 
rohibition 
trans­

ission by 
)st of 
rtain 
,cuments. 

21. No unauthorised news-sheet or unauthorised newspaper shall 
be transmitted by post. 

~w?r to 22. Any officer in charge of a post-office or authorised by the 
~t~m Postmaster-General in this behalf may detain any article other 
'~lCletS than a letter or parcel in course of transmission by post, which he 
Img rans- . 
itted by suspects to contam-
)st. (a) 8/ny newspa.per, book or other document containing words, 

signs or visible representations of the nature described 
in section 4, sub-section (1), or 

(b) any unauthorised news-sheet or unauthorised newspaper, 
and shall deliver all such articles to such officer as the Local 
Goveflnment may appoint in this behalf to be disposed of in such 
manner as the Local Government may direct. 

Powers of High Court. 

pplication 23.-(1) The keeper of a printing-press who has been ordered 
I High to deposit security under sub-section (3) of section 3, or the pub­
~udrt todset lisher of a newspaper who has been ordered to deposit security 
11 e or er . (3) f . 7 h" t t , forfeit- under sub-section 0 sectIOn , or any person avmg an meres 
reo in any property in respect of which an order of forfeiture has been 

made under section 4, section 6, section 8, section 10, or section 19 
may, within two months from the date of such order, apply to the 
High Court for the local area in which such order was made, to 
set aside such. order, and the High Court shall decide if the news­
paper, book or other document in respect of which the order was 
made did or did not contain any words, signs or visible representa­
tions of the 'Ilaturedescribed in section 4, sub-section (1). 

(2) The keeper of a printing-press in respect of which an order 
of forfeiture has been made 'under sub-section (2) of section 12 on 
the ground that it has been used in contravention of sub-section (1) 
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of that section may apply to such High Court to set aside the order 
on the ground that the press w_as not so used. ' 

24. Every such application shall be heard and determined by Hearing. by 
a Special Bench of the High Court composed of three Judges, Special 
or, where the High Court consists of less than three Judges, of Bench. 
all the Judges. 

25.-(1) If .it appears to the Special Bem.ch on an application Orde; of 
under sub-section (1) of section 23 that the words, signs or visible SpeCial 
representations contained in the newspaper, book or other docu- B~:~h 
ment in respect of which the order in questiOOl was made were ~:id::g 
not of the nature described in section 4,sub-section (1), the Special forfeiture. 
Bench shall set aside the order. 

(2) If" it appears to the Special Bench on an application under 
sub-section (2) of section 23 that the printing-press was not used 
in contravention of sub-sectiOOl (1) of section 12, it shall set aside 
the order of forfeiture. 

(3) Where there is a difference of opinion among the Judges 
forming the Special Bench, the decision shall be in accordance 
with the opi!llion of the majority (if any) of those Judges. 

(4) Where there is no such majority which concurs in setting 
aside the order in question, the order shall stand. 

26. On the hearing of an application under sub-section (1) of Evidence t~ 
sectiOOl 23 with reference to any newspaper, any copy of such news- pr~ve 
paper published after the commencement of this Act may be given ::n~~:c'; of 
in evidence in aid of the proof of the nature or tendency of the newspapers. 
words, signs or visible representations CO!Iltained in such news-
paper, in respect of which the order was made. 

" 27. Every"High Collrl shall, af;! sooIi as conveniently may be, Procedure 
frame rules to regulate the procedure in the case of such applica- in High 
tions, the amount of the costs thereof and the executiOOl of orders Court. 
passed thereon, and until such rules are framed the practice of 
such Court in proceedings other than suits and appeals shall apply, 
so far as may be practicable, to such applications. 

Supplemental. 

28. Every notice u!llder this Act shall be sent to a Magistrate, Service of 
who shall cause it to be served in (the manner provided for the notices. 

1898. service of summonses under the Code of -Criminal Procedure, 1898 : 
Provided that if service in such manner ca!llDot by the exercise 

of due diligence be effected, the serving officer shall, where the 
notice is directed to the keeper of a press, affix a copy thereof to 
some conspicuous part of the place where the press is "situate, as 
described in the keeper's declaration under section 4 of the Press 
and Registration of Books Act, 1867, a!Ild where the notice is 
directed to the publisher of a newspaper,j;o some conspicuous 
part of the premises where the publication of such newspaper is 
conducted, as given in the publisher's declaration under sect jon 5 

32135 A I) 
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of the said Act; and thereup()III. the notice shall be deemed to 
have been duly served. 

onduct of 29. Every warrant issued under this Act shall, so far as it 
larches. relates to a search; be executed! in the manner provided for the 

execution of search warrants under the Code of Criminal Procedure, 
1898. V of IE 

Llrisdiction 30. Every declaration of forfeiture purporting to be made U'I1der 
Lrred.. this Act shaH, as against all persons, be conclusive evidence that 

peration 
, other 
,ws not 
Lrred. 

the forfeiture therein referred to has taken place, and no proceed-
ing purporting to be taken under this Act shall be called in question 
by any Court, except the High Court on application under sec­
tion 23, and no civil or criminal proceeding, except as provided 
by this Act, shall be instituted against any person for anything 
done or in good faith intended to be done under this Act. 

31. Nothing herein contained shall be deemed to prevent any 
pers()III. for. being prosecuted under any other law for any act or 
omission which constitutes an offence against this Act. 

eclara- 32. So long as this Act remains in force, all declarations' re­
ons under quired' to be made under section 4, section 5, section 8 3Illd sec-
ct XXV of tion 8A of the Press and Registration of Books Act, 1867, shall XXV c 
l6J t: ~e be made, in. a. Presidency-town before the Chief Presidency -Magis- 1867. . 
:t:in e ore trate, and elsewhere before the District Magistrate. . 
!agis-
'ates. 

XIIi of 
131. 

IV of 
108. 

THE CRIMINAL LAW AMENDMENT ACT, 1932. 

ACT XXIII OF 1932. 

(PASSED BY THE INDIAN LEGISLATURE.) 

(Received the assent of the Governor General on the 19th December, 
1932.) 

AN ACT 

To Supplement the Criminal Law. 

WHEREAS it is expedient to supplement the Criminal Law and to 
that end to amend the Indian Press (Emergency Powers) Act, 1931, 
and further to amend temporarily the Indian Criminal Law Amend­
ment Act, 1908, for the purposes hereinafter appearing; 

It is hereby enacted as follows :-
Short title extent, dura- 1.-(1) This Act maybe called the 

tion and oom:nencement. Criminal Law Amendment Act, 1932 . 
. (2) It extends to the whole of British India, including British 

Baluchistan and the Sonthal Parganas. 
(3) It shall remain in force for three years from its commence-

ment. . 
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(4) The whole of the Act except section 4 and section 7 shall 
come into force at once, and the Local Government may, by notifi­
cation in the local official Gazette, direct that section 4 or section 7 
shall come into force in any area on such date as may be specified 
in the notification. 

2. Whoever wilfully dissuades or attempts to dissuade the public 
Dissuasion from enlist- or any person from entering the Military, 

ment. Naval, Air or Police service of His 
Majesty shall be punished with imprisonment for a term which 
may extend to one year, or with fine, or with both. 

Exception I.-This provision does not ,extend to comments on or 
criticisms of the policy of Government in connection with the 
Military, Naval, Air or Police service made in good faith and 
without any intention to dissuade from enlistment. 

Exception 2."-This provision does not extend to the case in 
which advice is given in good faith for the benefit of the individual 
to whom it is given or for the benefit of any member of his family 
or of any of his dependants. 

3. Whoever induces or attempts to induce apy public servant to 
Tampering with public fail in his duty as such servant shall be 

servants. punished with imprisonment for a term 
'. which may extend to one year, or with fine, or with both. 

Explanation.-For the purposes of this section, a public servant 
denotes a public servant as defined in section 21 of the Indian XL V of 
Penal Code, a servant of !It local authority or railway administra- 1860. 
tion, a village choukidar, and an employee of a public utility 
service as defined in section 2 of the Trades Disputes Act, 1929. VII of 192£ 

4.-(1) Whoever, with intent to harass any public servant in the 
Boycotting a public ser- discharge of his duties, or to cause him 

vant. to terminate his services or fail in his 
duty, refuses to deal with, whether ~y supplying goods to, or 
otherwise, or to let on reasonable rent a house usually let for hire 
or land not being cultivated land to, or to render any customary 
service to such public servant or any member of his family, on the 
terms on which such things would be done in the ordinary course, 
or withholds from such person or his family such medical services 
as he would ordinarily render ,shall be punished with imprison­
ment for a term which may extend to three months, or with fine 
which may extend to five hundred rupees, or with both. 

Explanation.-For the purposes of this section" public servant" 
has the same meaning as in section 3 but includes also a person in 
the Military, Naval or Air Service of His Majesty. ' 

(2) No Court shall take cognizance of an offence punishable under 
this section unless upon complaint made by order of or under 
authority from the Local Government or some officer empowered by 
the Local Government in this behalf. 
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5.-(1) Whoever publishes, circulates or repeats in public any 
. . . passage from a newspaper, book or other 

Dlssem,matlOn of contents document copies whereof have been de-
of proscnbed document, I d t b f f 't d t H' M' care 0 e or el e 0 IS a)esty 
under any law, for the time being in force, shall be punished with 
imprisonment for a term which may extend to six months, or with 
fine, or with both. 

(2) NoCoiIrt shall take cognizance of an offence punishable 
under this section unless the Local Government has certified that 
the passage published, circulated or repeated contains, in the opinion 
of the Local Government, seditious or other matter of the nature 
referred to in sub-section (1) of section 99A of the Code of Criminal 
Procedure, 1898, or sub-section (1) of section 4 of the Indian Press 
(Emergency Powers) Act, 1931. 

6.-(1) Whoever makes, publishes or circulates any statement, 
Dissemination of false rumour or report which is false and 

rumours. which he has no reasonable ground.. to 
believe to be true, with intent to cause or which is likely to cause 
fear or alarm to the public or to any section of the public or hatred 
or contempt towards any class of public servants or any class of 
His Majesty's subjects shall be punished with imprisonment which 
may extend to one year, or with fine, or with both. 

Explanation.-For the purposes of this section public servant 
means a public servant as defined in section 21 of the Indian Penal 
Code. 

(2) So long as this section remains in foree, clause (b) of 
section 505 of the Indian Penal Code shall be inoperative. 

7.-(1) Whoever-
MoleB~ing a person to 

prejudice of employment 
or business. 

(a) with intent to cause any person to abstain from doing or 
to do any act which such person has a right to do or to 
abstain from doing, obstructs Or uses violence to or 
intimidates such person or any member of his family or 
person in his employ, or loiters at or near a place where 
such person or member or employed person resides or 
works or carries on business or happens to be, or per­
sistently follows him from place to place, or interferes 
with any property owned or used by him or deprives 
him of or hinders him in the use thereof, or 

(b) loiters or does any similar act at or near the place where a 
person carries on business, in such a way and with 
intent that any person may thereby be deterred from 
entering or approaching or dealing at such place, 

shall be punished with imprisonment for a term which may extend 
to six months, or with fine which may extend to five hundred rupees, 
or with both. . 
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Explanation.-Encouragement of" indigenous industries or 
advocacy of temperance, without the commission of any of the 
acts prohibited by this section is not an offence under this section. 

(2) No Court shall take cognizance of an offence punishable under 
this section except upon a report in writing of facts which con­
stitute such offence made by a police officer not below the rank of 
officer in charge of a police station. 

8.-(1) Where any young person under the age of sixteen years 
Power to order parent or is ~onvi?ted by a~y:. Court of an offence, 

guardian to pay fine imposed which, m the opmlOn of the Court, has 
on young person. been . committed in furtherance of a 
movement prejudicial to the public safety or peace and such young 
person is sentenced to fine, the Court may order that the fine shall 
be paid by the parent or guardian of such young person as if it 
had been a fine imposed upon the parent or guardian. 

Explanation.-In this section the word" guardian" includes any 
person who, in the opinion of the Court, has for the time being the 
charge of or control over the offender. 

(2) Before making an order under this section the Court shall 
give the parent or guardian an opportunity to appear and be heard, 
and no such order shall be made if the parent or guardian satisfies 
the Court that he has not conducted to the commission of the 
offence by neglecting to control the offender, or that the offence was 
not committed in furtherance of a movement prejudicial to the 
public safety or peace. 

(3) Where a parent or guardian is ordered to pay a fine under 
this section, the amount may be recovered in accordance with the 
provisions of the Code of Criminal Procedure, 1898. V of 1898. 

9. Notwithstanding anything contained in the Code of Criminal 
Procedure in offences Procedure, 1898,- V of 1898: 

under the Act. 

(i) no Court inferior to that of a Presidency Magistrate or 
Magistrate of the first class shall try any offenc;e under 
this Act; 

(ii) an offence punishable under section 2, 3, 5, 6 or 7 shall be 
cognizable by the police; 

(iii) an offence punishable under section 4 shall be an offence 
in which a warrant shall ordinarily issue in. the first 
instance; and 

(iv) an offence punishable under section 7 shall be non-bailable. 
10.-(1) The Local Government may, by notification in the local 

official Gazette, declare that any offence 
Power of Loca~ Govern- punishable under section 186 188 189 

ment to make certaIn offences 190 228 295A 9 ", XLV f 
cognizable and non-bailable. '. ' , 2 8, 505, 506 or 507 of 0 

the IndIan Penal Code, when committed 1860. 
in any area specified in the notification shall, notwithstanding any-
thing contained in the Code of Criminal Procedure, 1898, be cogniz- V of 1898. 
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able, and thereupon the Code of Criminal Procedure 1898 shall 
while such notification remains in force be deemed t~ be a~ended 
accordingly. ' 

(2~ ~he ~~al Government may, in like manner and subject to 
the lIke condItIOns, and with the like effect, declare that an offence 
punishable under section 188 or section 506 of the Indian Penal 
Code shall be non-bailable. 

11. So long as this Act remains in force, section 16 of the Indian 
Amendment of section 16, Criminal Law Amendment Act, 1908, 

Act XIV of 1908. shall be deemed to be re-numbered as 
sub-section (1) of section 16 and to that section as so re-numbered 
the following sub-section shall be deemed to be added, namely :-

cc (2) The Governor General in Council, if satisfied to the like 
effect, . may, by notification in the Gazette of India, 
declare an association to be an unlawful association, and 
thereupon such association shall be, so long as the 
declaration remains in force, an unlawful association for 
the purposes of this Act throughout the whole of British 
India." 

12. So long as this Act remains in force, to section 17 of the 
. Indian Criminal Law Amendment Act, 

Amendment of SectIon 17, 1908 the following sub-section shall be 
Act XIV of 1908. ' 

deemed to be added, namely :.-
c c (3) An offence under sub-section (1) shall be cognizable by 

the police, and notwithstanding anything contained in 
the Code of Criminal Procedure, 1898, shall be Don­
bailable. " 

13. So long as this Act remains in force, after section 17 of the 
Insertion of new sections Indian Criminal Law Amendment Act, 

17A,17B, 17C, 17D, l7E and 1908, the following sections shall be 
17F in Act XIV of 1908. deemed to be inserted, namely:-

•• 17 A.-(I) The Local Government may, by notification in the 
Power to notify and take local official Gazette, notify any place 

possession of places used for which in its opinion is used for the pur­
the purposes of an unlawful poses of an unlawful association. 
association. 

Explanation.-For the purposes of this section' place' includes 
a house or building, or part thereof or a tent or vessel. 

(2) The District Magistrate or in a Presidency-town the Commis­
.sioner of Police, or any officer authorised in this behalf in writing 
by the District ·Magistrate or Commissioner of Police, as the case 
may be, may thereupon take possession of the notified place and 
evict therefrom any person found therein, and shall forthwith make 
a report of the taking possession to the Local Government : 

Provided that where such place contains any rupartment occupied 
by women or children, reasonable time and facilities shall be 
afforded for their withdrawal with the least poss~ble inconvenience. 
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(3) A notified place whereof possession is taken under sub­

section (2) shall be deemed to remain in the possession of Govern­
ment so long as the notification under sub-section (1) in respect 
thereof remains in force. 

17B.-(1) The District Magistrate, Commissioner of Police or 
Moveable property found officer taking possession of a notified' 

in a notified place. place shall also take possession of all 
moveable property found therein, and shall make a list thereof in 
the presence of two respectable witnesses. 

(2) If, 'in the opinion of the District Magistrate, or in a Presi­
dency-town the Commissioner of Police, any articles specified in 
the list are or may be used for the purposes of the unlawful associa­
tion, he may proceed subject to the provisions hereafter contained 
in this section to order such articles to be forfeited to His Majesty. 

(3) All other articles specified in'the list shaH be delivered to the 
person whom he considers to be entitled to possession thereof, or, 
if no such person is found, shall be disposed of in such manner as 
the District Magistrate or Commissioner of Police, as the case may 
be, may direct. 

(4) The District Magistrate or Commissioner of Police shall 
publish, as nearly as may be in the manner provided in section 87 
of the Code of Criminal Procedure, 1898, for the publication of, a V of i89B. 
proclamation, a notice specifying the articles which it is proposed to 
forfeit and calling upon any person claiming that any article is not 
liable to forfeiture to submit in writing within fifteen days any 
representation he desires to make against the forfeiture of the 
article. 

(5) Where any such representation is accepted by the District 
Magistrate or Commissioner of Police, he shall deal with the 
article concerned in accordance with the 'provisions 'of sub­
section (3). 

(6) Where any such representation is rejected, the representa­
tion, with the decision thereon, shall be forwarded to the District 
Judge, in the case of a decision by Ii District Magistrate, or, to the 
Chief Judge of the Small Cause Court, in the case of a decision by 
the Commissioner of Police, and no order of forfeiture shall be made 
until the District Judge or Chief Judge of the Small Cause Court, 
as the case may be, has adjudicated upon the representation. 
Where the decision is not confirmed the articles shall be. dealt with 
in accordance with the provisions of sub-section (3). 

(7) In making an adjudication under sub-section (6) the procedure 
to be followed shall be the procedure laid down in the Code of 
Civil Procedure, 1908, for the investigation of claims so far as it V of 1908. 
can be made to apply, ,and the decision of the District Judge or 
Chief ;Judge of the Small Cause Court, as the ca,se may be, shall be 
final. -

(8) If the article seized is livestock or is of a perishable nature, 
the District Magistrate or Commissioner of Police may, if he thinks 
it expedient, order the immediate sale thereof, and the proceeds of 
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the sale shall be disposed of in the manner herein provided for the 
disposal of other articles. 

17C. Any person who enters or remains upon a notified place 
Trespass upo~ notified without the permission of the District 

places. Magistrate, or of an officer authorised 
by him in this beha~f, shall be deemed to commit criminal trespass. 

17D. Before a notification under sub-section (1) of section 17A is 
The relinquishment of cancelled, the Local Government shall 

property. give such general or special directions 
as it may seem requisite regulating the relinquishment by Govern­
ment of possession of notified places. 

17E.-(1) Where the Local Government is. satisfied, after such 
. . inquiry its it may think fit, that any 

Power to forfeit funds of monies, securities or credits are being 
an unlawful association. used or are intended to be used for the 
purpose of an unlawful association, the Local Government may, by 
order in writing, declare such monies, securities or credits to be 
forfeited to His Majesty. 
. (2) A copy of an order under sub-section (1) may be served on 

the person having custody of the monies, securities or credits, and 
on the service of such copy such person shall payor deliver tl;1e 
monies, securities or credits to the order of the Local Government: 

Frovided that, in the case of monies or securities, a copy of the 
order may be endorsed for execution to such officer as the Local 
Government may select, and such officer shall have power to enter 
upon and search for such monies and securities in any premises 
where they may reasonably be suspected to be, and to seize the 
same. 

(3) Before an order of forfeiture is made under sub-section (1) 
the Local Government shall give written notice to the person (if 
any) in whose custody the monies, securities or credits are found 
of its intention to forfeit, and any person aggrieved thereby may 
within fifteen days from the issue of such notice file an application 
to the District Judge in a District, or to the Chief Judge of the . 
Small Cause Court in a Presidency-town, to establish that the 
monies, securities or credits or any of them are not liable to for­
feiture, and if any such application is made, no order of forfeiture 
shall be passed in respect of the monies, securities or credits con­
cerned until such application has been disposed of, and unless the 
District Judge or Chief Judge of the Small Cause Court has decided 
that the monies, securities or credits· are liable to forfeiture. 

(4) In disposing of an application under sub-section (3) the 
procedure to be followed shall be the procedure laid down in the 

7 of 1908. Code of Civil Procedure, 1908, for the investigation of claims so 
far as it can be made to apply, and the decision of the District 
Judge or Chief Judge of the Small Cause Court. as the case may be, 
shall be final. 
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(5) Where the Local Government has reason to believe that any 
person has custody of any monies, securities or credits which are 
beina used or are intended to be used for the purposes of an un­
lawf~l association, the Local Government may, by order in writing, 
prohibit such person from paying, delivering; transferring or other­
wise dealing in any manner whatsoever with the same, save in 
accordance with the written orders of the Local Government. A 
copy of such order shall be served u(lon the person to whom it is 
directed. 

(6) The Local Government may endorse a, copy of an order under 
sub-section (3) fo~ investigation to any officer it may select, and such 
copy shall be warrant whereunder such officer may enter upon any 
premises of the person to whom the order is directed, examine the 
books of such person, search for monies and securities, and make 

'inquiries from such person, or any officer, agent or servant of such 
person, touching the origin of and dealings in any monies, securi­
ties or credits which the investigating officer may suspect are being 
used or are intended to be used for the purposes of an Unlawful 
association. 

(7) A copy of an order under this section. may be served in the 
manner provided in the Code of Criminal Procedure, 1898, for the V of 1898. 
s.ervice'of a summons, or, where the person to be served is a cor-
poration, company, bank or association of persons, it may be served 
on any secretary, director or other officer or person concerned with 
the management thereof, or by leaving it or sending it by post 
addressed to the corporation, company, bank or association at its 
registered office, or, where there is no registered office, at the place 
where it carries on business. 

(8) Where an order of forfeiture is made under sub-section (1) 
in respect of any monies, securities or credits in respect of which a 
prohibitory order has been made under sub-section (3), such order 
of forfeiture shall have effect from the date of the :prohibitory 
order, and the person to whom the' prohibitory order was directed 
shall payor deliver the whole of the monies, securities, or credits 
forfeited,. to the orde~ of the Local Government. 

(9) Where any person liable under this section to payor deliver 
any monies, securities, or credits to the order 01 the Local Govern­
ment refuses or fails to comply with any direction of the Local 
Government in this behalf, the Local Government may recover 
from such person, as arrears, of land-revenue or as a fine, the amount 
of such monies or credits or the market value of such securities. 

(10) In this section, • security' includes a document whereby 
any person acknowledges that he is under a legal liability to pay 
money, or whereunder any person obtains a legal right to the pay­
men~ of money; and the market value of any security means the 
value as fixed by any officer or person deputed by the Local Gov­
ernment in this behalf. 
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" 

(11) Except so far as is necessary for the purposes of any pro­
ceeding under this section, no information obtained in the course 
of any investigation made under sub-section (6) shall be divulged 
by any officer 'of Government, without the consent of the Local 
Government. 

17F. Every report of the taking possession of property and every 
Jurisdiction, barred. declaration of forfeiture made, or pur-

porting to be made under this Act, shall, as against all persons, be 
conclusive proof that the property specified therein has been takep. 
possession of by Government or has been forfeited, as the case 
may be, and save as provided in sections 17B and 17E no pro­
ceeding purporting to be taken under section 17A, 17B, 17C, 17D 
or 17E shall be called in question by any Court, and no civil or 
criminal proceeding shall be instituted against any person for any­
thing in good faith done or intended to be~ done under the said 
sections or against Government or a,ny person acting on behalf 
or or by authority of Government for any loss or damage caused to 
or in respect of any property whereof possession has been taken by 
Government under this Act." 

14. In the long title and in the preamble of the Indian Press 
Amendment of title and (Emergency Powers) Act, 1931, for the 

preamble of Act XXIII of words "against the publication of 
1931. matter inciting to or encouraging murder 
or violence " the words " for the better control of the Press " 
shall be substituted. 

15. For sub-section (3) of section 1 of the Indian Press (Emer­
Amendment of section 1, gency Powers) Act, 1931, the following 

Act XXIII of 1931. sub-section shall be substituted, 
namely:-

.. (3) It shall remain in force until the expiration of the 
Criminal Law Amendment Act, 1932." 

16. In sub-section (1) of section 4 of the Indian Press (Emer­
Amendment of section 4, gency Powers) Act, 1931,-

Act XXIII of 1931. 
(a) after clause (b) the following words and clauses shall be 

inserted, namely:-
" or which tend, directly or indirectly,-

(c) to seduce any officer, soldier, sailor or airman ill the 
military, naval or air forces of His Majesty or any 
police officer from his allegiance or his duty, or 

(d) to bring into hatred or contempt His Majesty or the 
Government established by law in British India or the 
administration of justice in British India or any class 
or section of His Majesty's subjects in British India, 
or to excite disaffection towards His Majesty or the 
said Government, or 
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(e) to put any person in fear or to cause annoyance to him 

and thereby induce him to deliver to any person any 
property or valuable security or to do any act which 
he is not legally bound to do, or to omit to do any act 
which he is. legally entitled to do, ,or 

Cf) to encourage or mcite any person to interfer~ with the 
administration of the law ar with the maintenance of 
law and order, or to commit any offence, or to refuse 
or defer payment of any land-revenue, tax, rate, cess 
or other due or amount payable to Government ar to 
any local authority, or any rent of agricultural land 
or anything Tecoverable as arrears of or along with 
such rent, or 

(g) to induce a public servant ar a servant of a local authority 
to do any act or to forbear or delay to do any act 
connected with the exercise of his public functions or to 
resign his office, or 

(h). to promote feelings of enmity or hatred between different 
classes of His Majesty's subjects, or 

(z) to prejudice the recruiting of persons to serve in any of 
His Majesty's forces, or in any police. force, or to 

. prejudice the training, discipline or administration of 
any such farce,"; 

(b) the Explanation shall be numbered as Explanation 1, 
and after the Explanation as so numbered the follow­
ing Explanations shall be inserted, namely:-

" Explanation 2.-Comments expressing disapprobation of 
the measures of the Government with a view to obtain 
their alteration by lawful means without exciting or 
attempting to excite hatred, contempt or disaffection 
shall not be deemed to be of the nature described in 
clause (d) of this sub-section. 

Explanation 3.-Comments expressing disapprobation of the 
administrative or other action of the Government with­
out exciting or attempting to excite hatred, contempt 
or disaffection, shall not be deemed to be of the nature 
described in clause (d) of this sub-section. 

Explanation 4.-Words pointing out, without malicious in­
tention and with an honest view to their removal, 
matters which are producing or have a tendency to 
produce feelings of enmity or hatred between different 
classes of His Majesty's subjects shall not be deemed 
to be wards of the nature described in clause (h) of 
this sub-section." 

17. On the commencement of this Act section 62 of the Special 
Cessation of effect of sec- Powers Ordinance, 1932, shall cease to X of 1932. 

tion 62, Ordinance X of 1932. have effect. 
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18. Anything done or any proceedings commenced in pursuance 
Adoption and continua~ce o~ the provisions of Chapter VI of the 

of action taken under Ordin- Special Powers Ordinance, 1932, shall, 
ance X of 1932. . upon the commencement of this Act, 
be deemed to have been done or to haye been commenced in pur­
suance of the corresponding provisions of the Indian Criminal 
Law 'Amendment Act, 1908, as amended by this Act, and shall 
have effect as if this Act was already in force when such thing 
was done or such proceedings were commenced. 

19. Anything done or any proceedings commenced in pursuance 
. Adoption and continuance of the provisions of the Indian Press 
of action taken under Act (Emergency Powers) Act, 1931, as 
XXIII of 1931 as amended amended by section 77 of the Special 
by Ordinance X of 1932. Powers Ordnance, 1932, shall, upon 
the commencement of this Act, be deemed to have been done or 
t~ ,have been commenced in pursuance of the corresponding pro­
VISIOns of the Indian Press (Emergency Powers) Act 1931 as 
amended by this Act, and shall have effect as if thi~ ACt ~as 
already in force when such thing was done or such proceedings 
were commenced. ' 

20. Any person accused of the commission of an offence punish­
Trial of, and completion able under section 24, 25, 26, ~8.' 67 or 

of trials of, offences against 70, or by reason' of the provIsIons of 
Ordinance X of 1932. Chapter VI of the Special Powers 
Ordinance, 1932, may, notwithstanding the expiry of the said 
Ordinance, be tried and punished as if such offence were an offence 
punishable under or by reason of the corresponding enactment 
of this Act, and as if this Act had been in force at the time of 
such commission; and any trial of any such offence begun but not 
completed at the expiry of the Special Powers Ordinance, 1932, 
may be continued and completed as if it had been begun after 
the passing of this Act: 

Provided that no trial of an offence punishable under section 67 
or 70 of the said Ordinance shall be begun, continued or com­
pleted in any area in which section 4 or section 7, as the case 
may be, is not in force. 

No.3. 
DESPATCH FROiM THE GOVERNOR-GENERAL TO THE 

MOST HONOURABLE THE 'MARQUESS OF ZETLAND, 
P.C., G.C.S.I., G.C.I.E., HIS MAJESTY'S SECRETARY 
OF STATE FOR INDIA, DATED THE 4rn OCTOBER, 
1935. 

Swbiect: THE CRlMINAL LAW AMENDMENT ACT, 1935. 
I have the honour to submit herewith an authentic copy of the 

Act noted above to which I have signified my assent. This Act 
was introduced in the Legisla.tive Assembly on 2nd September. 
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That House, on 12th September, after six days' discussion, I refused 
by 71 votes to 61 to take the Bill into consideration. For the 
reasons stated by me (copy enclosed)* in addressing both Houses of 
the Legislature on 16th September, I felt it my duty to return 
the Bill to the Legislative Assembly in a recommended form. 
That House on the same day rejected by 69 votes to 57 the motion 
for leave to introduce the Bill in the form recommended. In 
acordance with the provisions of clause (b) of sub-seCtion (1) of 
section 67 (B) of the Government of India Act, the Bill !Was then 
laid before the Council of State, and that House accepted the 
motion for consideration by 35 votes to 10, and passed the Bill 
in the form recommended without a division. I do not propose to 
exercise the power vested in me in the proviso to sub-section (2) 
of section 67 (B) to direct that the Act shall come into operation 
forthwith, but I submit the Act so that His Majesty's assent may 
be obtained after the formalities laid down in sub-section (2) of 
that section have been duly observed. -

2. The effect of this Act is to give permanency to the Indian 
Press (Emergency Powers) Act, 1931, and certain provisions of 
the' Criminal Law Amendment Act, 1932, both of which Acts 
would in the ordinary course expire on 18th December, 1935. The 
Indian Press (Emergency Powers) Act, 1931, was passed to assist 
Government in checking the very serious recrudescence of ter­
rorism which began in that year by giving powers to deal with the 
publication of matter inciting to or encouraging murder or violence. 
As passed that Act had validity lor one year only. The Criminal 
Law Amendment Act, 1932, extended the scope of, and gave 
further validity to, the Press (Emergency Fowers) Act of 1931 
and in addition contained provisions whch enabled Government 
to deal !With certain forms of intimidation which were a special 
feature of the civil disobedience movement and also to deal more 
effectively with associations declared unlawful under the Criminal 
Law Amendment Act, 1908. The immediate origin of the Act of 
1932 was the civil disobedience movement. But the fact that the 
orginal form of the Bill placed no limit to its period of'validity and 
the statements made on behalf of Government when the Legis­
lature was asked in 1932 to take the Bill into consideration show 
rontclusively that Government :iJntended the measure to check 
other subversive movements in addition to civil disobedience and 
more particularly terrorism and communism. It is important to 
stress this point because much of the opposition to the Act which 
I now submit to you was based on assertions that the sole object 
of the Act of 1932 !Was to strengthen the hands of Government in 
dealing with the civil disobedience movement, and that, as that 
movement no longer exists in an active form, there is no justifica.­
tion for the continuance of the Act. I shall have something more 

* Printed as an annexure. 



30 

to say in regard to the present position in relation to civil dis­
obedience in another portion of this despatch. 

3. I now desire to explain briefly the more important pro­
visions which are continued in a permament form by this Act and 
the reasons which have led me to use the special powers conferred 
on me by the Government of India Act. These provisions are 
sections 5, 7,.13 and 14-16 of the Criminal Law Amendment Act, 
1932. 

Section 5 makes it a penal offence to disseminate the contents 
of proscribed documents. Government have at present the power 
in certain circumstances to proscribe documents, but it is no offence 
to republish a document that has been proscribed. Without such 
a provision proscription loses much of its effect and this section fills 
an obvious gap in the ordinary law. 

Section 7 makes picketing a penal offence in any area to which 
the Local Government may, by notification, apply the section. 
Since it was extensively used during the civil disobedience move­
ment, picketing has become a more or less normal method of 
expressing opposition not only to Government but to any consti­
tuted authority and even to private persons for political, economic 
or religious reasons. Experience has shown that in India picketing 
very frequently leads to violence-the serious riots in Dacca in 
1930 and Cawnpore in 1931 began with picketing-and that there 
are no provisions in the ordinary law which enable the authorities 
to deal with it effectively at the outset. I should explain further 
that this section was never intended to be used to deal with peaceful 
picketing in purely industrial disputes. There are executive orders 
against its use in such cases and, so far as I am aware, these orders 
have been strictly observed. On the other hand, the section has 
proved useful in dealing with strikes started with a political as 
distinct from an industrial object and inspired by communist agents 
in pursuance of communist aims. 

Section 13 contains provisions which strengthen the hands of 
Government in dealing with associations declared 'unlawful under 
the Criminal Law Amendment Act, 1908. If the principle of 
declaring associations unlawful in certain circumstances is accepted 
-and that principle has been embodied in the law of India for the 
last twenty years-then it is only logical that Government should 
have the power to cripple the activities of such associations. The 
Act. of 1908 provided Government with power to prosecute persons 
who are members of, or who manage or assist in the management 
of, such associations, but such prosecutions have been found by 
experience to be an ineffective check on the activities of the associa­
tions. Section 13 gives Government power to take possession of the 
buildings and funds of these associations. It proved very effective 
in the civil disobedience movement and Government have reason 
to believe that the section is a powerful deterrent to the supply of 
funds to unlawful associations and has placed serious difficulty in. 
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the way of the Communist Party of India obtaining funds for its 
work. 

Sections 14-16 give Government certain powers of control over 
the Press. These are the most controversiaJprovisions of the Act 
of 1932. They are also the provisions which 'my Government con­
sider most vital in the new Act and to which the most determined 
opposition has been made. Here again I rely on the results of 
e.xperience. Since the Press Act was passed in 1910 there have 
been three periods during which the Press has been subject to no 
control, namely, (1) 1922 to April 1930, (2) October to December 
1930 and (3) March to October 1931. The experience of the eight 
years of the first period shows that the ordinary law was entirely 
insufficient to stop inflammatory writings of the most dangerous 
description in support of terrorism, in praise of terrorist murders 
and in the most violent incitement to com.munal hatred. There can 
be little doubt that such inflammatory writings did much to 
intensify the communal hatred which led to the serious riots in. 
Calcutta in 1926 and Lahore in 1927, aiid which prepared the 
ground for the outbreak of terrorist crimes which began in 1931. 
Immediately after the Press Ordinance of 1930 lapsed in October 
of that year a new flood of violent and seditious articles in which 
murderers were praised began to appeal:. History repeated itself 
in 1931 when the second Press Ordinance was withdrawn as a 
result of the Delhi Pact. Once again there was direct and open 
approval of terrorism and violence with the result that the Indian 
Press (Emergency Powers) Act was passed in October 1931. There 
is, in my mind, no doubt whatever that if these sections were 
aJlowed to lapse, the same results would again inevitably follow 
and' having regard to the present situation in India, particularly 
with reference to terrorism and communal unrest, I feel that I 
would have failed in my duty had I not used such powers as I 
possessed to prevent such a situation again arising. I may add 
that there is a very general recognition of the fact that there is a 
se,ction of the Indian Press which is wholly irresponsible and 
entirely unscrupulous, and which is run with the sole object of 
personal gain and which does not hesitate to encourage terrorism 
and communal hatred. The difference that exists between those 
who recocrnise the existence of this fact and my Government is in 
regard to" the sufficiency of the ordinary law to deal with the evil. 
I am myself entirely satisfied that the, experience of the last 
thirteen years has proved beyond any doubt whatever that the 
existing law is insufficient to deal with this evil. 

4. I now turn to explain the present situation in India in regard 
to those dangers which in my opinion make this Act essential for 
the tranquillity of the country. These are the threat of civil dis~ 
obedience, terrorism, communism and communal hatred. Civil 
disobedience is at present in abeyance, but the leaders of the 
Congress Party have made it clear beyond all possibility of doubt 
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that they have not abandoned the principle of civil disobedience . 
and that they hold themselves free to revive it whenever it suits 
them to do so. Mr. Gandhi himself has also quite recently and 
publicly reiterated his belief in " non-violent disobedience of laws,'" 
Civil disobedience in some form or other will undoubtedly be an 
important weapon in the armoury of those who desire to wreck 
the new conl\titution. While, therefore, my Government have 
thought it possible to drop some of the provisions (sections 2, 3, 4, 
6 and 8) of the Act of 1932 which were designed to counter certain 
special features of the civil d\sobedience movement, I am fully 
satisfied that the threat of civil disobedience is a sufficiently real 
danger to strengthen the other reasons which exist for retaining 
certain other provisions of the Act. 

5. The position in regard to terrorism in Bengal has undoubtedly 
improved very appreciably since 1932. But His Excellency the 
Governor of Bengal has on more than one recent occasion im­
pressed on the public that the terrorist virus is still active and that 
the movement is still receiving a steady flow of new recruits. In 
some other provinces, particUlarly in Assam, Ajmer, the United 
Provinces and Bihar and Orissa, there has unfortunately been clear 
evidence of renewed terrorist activity~ Out of 25 terrorist inci­
dents since 1st April, 1935, more than half have occurred in these 
provinces. Opposition to the continuance of the provisions of the 
Act of 1932 has to some extent been based on the argument that 
the special Acts in Bengal are sufficient to meet this danger. But 
those who use that argument clearly overlook the facts that 
terrorism is not confined to Bengal and that without the continuance 
of sections 14 to 16 of the Act of 1932 the Bengal Government will 
have no effective control over the Press. In my considered opinion, 
the relaxation of the provisions dealing with the Press would very 
quickly undo the improvement effected in Bengal and would 
stimulate recruitment to the terrorist movement throughout India. 

6. The avowed aim of communism in India is to bring about 
an armed revolution as quickly as possible •• by the armed in­
surrection of the widest possible masses of the working class, the 
peasantry, and the revolutionary petty bourgeoisie ". The dangers 
of this movement are not generally appreciated in this country 
because of its underground methods of working. But my Gov­
ernment have ample evidence of the determination with which its 
activities are being pursued and I am satisfied that it forms a 
very real, though possibly not an immediate, menace to the peace 
of the country. 

7. The last danger is communal feeling. Within the last six 
months there have been serious riots due to this cause in places 
as far apart as Karachi and Secunderabad and also in the Agra 
district of the United Provinces, the Champaran district of Bihar 
lind Orissa, the Rajshahi district of Bengal and in Lahore. At 
the pre soot moment communal feeling in the Punjab is more tense 
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than officers with long experience of that province have ever 
known. In times of such feeling in India an uncontrolled Press 
is a most serious damger. 

8. 'Much of the opposition to the Act has been due to the fact 
that no period has been set to its validity. In the form in which 
it was introduced it was a permanent measure and I retained that 
feature in the form in which I recommEIDded the Bill. My main 
reason for doing so was that I find it at present impossible to 
forsee any reasonable period of time within which, at any rate, 
terrorism and communal unrest will not be a serious menace to 
the public peace. A further reason is that temporary legislation 
designed to counter subversive movements has this unsatisfactory 
feature, that it encourages the promoters of such, movements to 
cherish the hope that the time will come' when their unlawful 
activities ClllIl be resumed. It affords no inducement for them to 
abandon their schemes. I am also of the opinion that it is in 
the interests of the new provincial Governments that this Act 
should be on the' statute-book in a permanent form. These Gov­
ernments will, if they feel that this can safely be done, be in a 
position to withdraw some or all of the provisions of the Act, and 
on the other hand, if they feel that the provisic:ms of'the Act are 
essential for the tranquillity of their provinces, will not be placed 
in the difficult position at an early stage of the reformed constitu­
tion of having to face the unpopularity which befalls alJlY Govern­
ment which finds it necessary to pass legislation of this nature. 

9. All Local Governments were consulted on every provision of 
this Bill. Their opilJlions have been forwarded to you by my 
Government.and you will no doubt have observed that they have 
given the provisions of the Bill practically unanimous support. 

10. Copies of the Indian Press (Emergency Powers) Act, 1931, 
and the Criminal IJaw AmEIDdment Act, 1932, are enclosed. Copies 
of the proceedings in both Houses of the Legislature have already 
been forwarded to you. 

I have, etc., 
(Sd.) WILLINGDON. 

ANNEXURE TO GOVERNOR-GENERAL'S DESPATCH OF THE 4TH OCTOBER 
1935, TO THE SECRETARY OF STATE FOR INDIA. ' 

Extract from the Speech delivered to the Council of State and the 
Legislative Assembly by His ExcellenqJ the Viceroy on the 
16th September, 1935. 

On Thursday last the Legislative Assembly to the regret of my 
Government and myself refused by' a majority to take into con­
sideration the Bill to give permanence to the Indian Press (Emer­
gency Powers) Act, 1931, and to certain provisions of the Criminal 
Law Amendment Act, 1932. I had hoped that the Assembly 
would share with Government the responsibility for this 
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measure. Their refusal to do so has transferred the responsibility 
to me and after taking time to consider all the implications of action 
or inaction on my part I have decided, in discharge of my respon­
sibility for the safety, tranquillity and interests of British India, 
to give the Assembly an opportunity to reconsider their decision, 
and the Bill will be brought before that House again in a recom­
mended form. The arguments for and against the Bill have already 
been discussed at great length on the floor of the Legislative Assem­
bly, and I shall, therefore, state as briefly as possible my own 
reasons for considering the passage of the Bill to be essential. We 
are on the eve of important changes in the Constitution of India. 
Within tlie next two years the primary responsibility for the main­
tenance of peace and good government in the Provinces will be 
transferred to Ministries responsible to the. Legislatures. I con­
sider it my imperative duty to use such powers as I possess to 
secure that that transfer takes place in the most) favourable con­
ditions possible to the stability. and success of these new Govern­
ments. Dangerous subversive movements are still active in the 
country. Communal unrest as I have already said is unfortunately 
a more serious danger than for many years past. The experience 
of all Local Governments has been that the provisions of this Bill 
give them powers which are effective in keeping these movements 
in check and in preventing the publication of incitements to com­
munal dissension. They are unanimous in considering the reten­
tion of these powers essential. I am myself satisfied that they are 
right and that I would be failing in my duty if I did not use my 
special powers to secure that these Governments have these powers 
during the remainder of the present Constitution and that the 
new Governments shall also have them when they take over the 
reins of Government. 

No.4. 

FROM THE SECRETARY OF STATE FOR INDIA TO' THE GOVERNOR­
GENERAL, DATED 17TH OCTOBER, 1935. 

'Telegraphic.-I have received Your Excellency's despatch dated 
4th October, and authentic copy of Criminal Law Amendment Act, 
1935, to which you have signified your assent. I desire to assure 
you that the provisions of the Act and your action in respect of it 
have my full approval, and I am taking the further steps required 
in pursuance of section 67B, Government of India Act. 

(32196-36) Wt.14fi9-1309 760 11/36 P. St. G.373 
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No.1. 

,~ 'Whereas the Burma Legislative Council has refused :to pass the 
Burma Criminal Law Amendmenil Bill (No.1 of lQ36), T recpm­
inen~ that the Bill should be passed mtheform below, which'iS" tIle 
:form in' which th~ Bill, ~as originally introduced~ , ',' " ' 

, H. :L~ SmImNso14, 
GOD~t:n01" of Burma. 

BURMA LEGISLAriTVECOtJNCIL. 
, , 

,BILL ,No. loF 1936. 

THE BURMA CRIMINAL LAW ,A~ENDMENT 
(AMENDM:EN'l') BILL, 1936,., 

A Bill to 'amend the Burma Criminal Law Amendment Act, 1931. 

'Whereas 'it 18 expedient' to amend the Burma Criminal Law 

Preamble. 
Amendment Act, 1931; and whereas 
the prev:i:ous' sanct,ion ' of the 

Governor General has been, ,obtained under sub-section (3) of 
seption ,80A, of the Government of India Act to the passing of this 
~ti' , 

It is hereby enacted as follows:-
1.~(1) ThiS-Act may be called the Burma Criminal Law Amend­

ment (Amendment) Act, 1936. 
Short title and commencement. 

(2) It shall come into, force on the 30th day 'of J lily, 1930 .. 

Burma Act 
III of 1931, 

2. In sub-section (4) of section 1 of the Burma Criminal Law Burma Act 
Amendment of section 1 of Amendment Act, 1931, for the word III of 1931. 
Burma Act III of 1931. II five " the word II ten " shall be 
substituted. 

STATEMENT OF OBJECTS AND REASONS. 
The Burma Criminal Law Amendment Act wijl lapse at the end 

of July and the Local Government considers that its extension is 
essential. The Act was originally passed to enable the Government 
to deal with the influx of Terrorists who had been driven out of 
Bengal and had established themselves in Burma where the absence 
of special legislation to deal with them left them free to collect 
arms for use in Bengal and to plan outrages to be carried out there. 
They were responsible for dacoities here to provide themselves with 
funds, and they initiated a strong propaganda campaign to convert 
the youth of Burma to the methods of Terrorism. 

35930 A2 
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During its life of five years the.Act has been successfully employed 
to check the influx of these dangerous criminals .and there can be 
no doubt that our freedom from Terrorism is largely due to the 
judicious use of its provisions. Nevertheless the danger still exists. 
The Terrorist movement in Bengal has not been eradicated, and 
if the Burma Act is allowed to lapse the situation will be the same 
as in 1931. Within the last few months a serious plot to smuggle 
arms into Bengal was frustrated and those who were implicated 
were interned; their release would mean renewal of the Plots. The 
Act is directed against Indian criminals who use Burma as a base 
for the organization of crime and who attempt to corrupt the youth 
of Burma, and its use has been confined to people of this class. 
Their propaganda in the Schools and Colleges here would probably 
lead to Terrorism in Burma and an outbreak of this kind would be 
a most serious danger to the Government under the new constitu­
tion. The Local Government considers that j.t is necessary to 
extend the Act for a period of five years. 

Mi\UNG BA, 

M ember in-Charge of the Bill. 
Rangoon, 

the 8th January, 1936. 

I hereby certify that the Council has failed to pass this Bill in the 
form recommended by His Excellency the Governor. 

22nd February, 1936. 

(True Copy.) 

SAW HLA PRU, 

CHIT HLAlNG, 

President. 

Secretary to the Government 
of Burma, Judicial Dept. 
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No.2. 

Under sectiol). 72E (1) of the Government of India Act, I certify 
that the passage of this, Bill is essential for the discharge of my 
responsibility for the· reserved subject of the ,Administration of 
Justice in Burma. 

Rangoon, 

23rd February, 1936. 

H. L. STEPHENSON, 

Gove'mor of Burma. 

BURMA LEGISLATIVE COUNCIL. 

THE BURMA CRIMINAL LAW AMENDMENT 
(AMENDMENT) ACT, 1936. 

An Act to amend the Burma Criminal Law Amendment Act, 1931. Burma 

Whereas it is expedient to amend the Burma Criminal Law 
Preamble. Amendment Act, 1931; and whereas 

the previous sandion of the 
Governor General has been obtained under sub-section (3) of section 
BOA of the Government of India Act to the passing of this Act; 

It is hereby enacted as follows :-
1.-(1) This Act may be called the Burma Criminal Law Amend-

Short title and commencement. ment (Amendment) Act, 1936. 
(2) It shall come into force on the 30th day of July, 1936. 

2. In sub-section (4) of section 1 of the Burma Criminal Law 
Amendment of section 1 of Burma Amendment Act, 1931, for the word 
Act III of 1931. . " five " the word " ten " shall be 
substituted. 

Rangoon, 
23rd February, 1936. 

H. L. STEPHENSON, 

Governor of Burma. 

This Act was made by me as Governor under the p:t:Ovisions of . 
section 72E of the Government of India Act. 

Rangoon, 
23rd February, 1936. 

H. L. STEPHENSON, 
Governor of Burma. 

(True copy.) 
SAW HLA PRU, 

Secretary to the Govt. of Burma, 
Judicial Dept. 

Act III of 
1931. 

Burma 
Act III of 
1931. 
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In pursuance of the provisions of sub-section (2) of section 72E 
of the Government of India Act, I, Freeman Freeman-Thomas, Earl 
of Willingdon, hereby reserve for the signification of His Majesty's 
pleasure the,Burma Criminal Law Amendment (Amendment) Act, 
1936.· . 

WILLINGDON, 

Viceroy and Governor General. 

New Delhi, 

the 19th ]!arch, 1936. 

- An authentic copy. 

G. H. SPENCE, 

Secretary to the Go~ernment of India, 
Legislative Department. 



To 
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No.3: 
LEGISLATIVE. PEPARTMENT. 

No. 27 of .1936. 

The Most H~nourabl~ the ;Marquess of Zetland, P.C., G.C.S.L, 
G.C~I.E., -

His Majesty's Secretary of State for India. 

~New Delhi, the 19th March, 1936. 

Subject.-'l'he Burma Cciminal Law Amendment ~.t\IIlendment) 

. Bill, 1936. 

My LORD MARQUESS, 

I have the honour to invite your Lordship's attention to Mr. 
Wedgwood Benn's Despatch No. 28-Public, dated the. 6th August, 
1931, communicatipg the signific~tioI1,9f assent 9Y _ :H:j.sMajesty )0 
Council to the Burma Criminal Law Amendment Act, ~93LTha,t 
Act was brought into force by notifiCation under sub-section (2) of 
its own section 1 on the 31st July, 1931, and ifsub~section (4) of 
section 1 were left to its operation' it would be due to expire on 
the 31st July, 1936. Being of opinion, ~{)r the reas()nssetouti:p. 
the Statement of Objects and Reasons, that it was necessary to 
extend the duration of the Act for -a further period of five years, 
the Government of Burma introduced a Bill to secure this end. 
On the 15th February, 1936, the motion that the Bill be taken into 
consideration was moved by the Home Member and adopted by 
30 votes to 24, but on the 17th February the motion that the Bill 
be passed was rejected by 44 votes to 33. On the 19th February 
His Excellency the GovernOl: recommended to the Council that it 
should pass the Bill in the form in which it had previously been 
introduced and on the 22nd February the Home Member moved for 
leave to introduce the Bill in the form recommended. The Council 
refused leave by 37 votes to 32, and on the 23rd February His 
Excellency the Governor certified that the passage of the Bill was 
essential for the discharge of his responsibilities for the reserved 
subject of the Administration of Justice in Burma, with the result 
that the Bill became an Act of the loca,,! Legislature under the 
operation of sub-section (1) of section 72E of the Government of 
India Act and on the same day His Excellency endorsed upon the 
Act a statement that the Act had been made by him as Governor 
under the provisions of that section. In conformity with sub-section 
(2) of that section I have reserved the Act for the signification of His 
Majesty's pleasure and I have the honour to transmit herewith the 
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authentic copy of the Act toge~her with the other documents speci­
fied in the list- r of enclosures appended hereto. I have only to add 
that I am \in complete agreement with His Excellency the Governor 
in considering that the passage of the Bill was essential for the 
discharge of his responsibilities: 

I have the honour to be, 
My Lord Marquess, 

Your Lordship's most obedient, humble servant, 

WILLINGDON. 

No.4. 

Telegram' from Secretary of State to Government of India, 
dated 28th April, 1936 . 

. Legislative Department. I have received Your Excellency's 
despatch dated 19th March, 1936, and authentic copy of Burma 
Criminal Law Amendment Act, 1936, which Your Excellency has 
reserved for the signification of His Majesty's pleasure. I desire to 
assure you that the provisions of the Act and the actions taken in 
'respect of it by the Governor of Burma have my approval. I am 
taking the further steps required in pursuance of Section 72E of 
the Government of India Act. 

* Not printed. 
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No.5 .. 

THE BURMA CRIMINAL LAW AMENDMENT 
ACT,1931. 

BURMA ACT NO. III OF 1931. 

(Made by the Governor of Burma under the provisions of sec~' 
tion 72E of the Government of India Act. Receivedthe 
assent of His Majesty signified by an Order of His Majesty 
in Oouncil, which assent was notified by the Governor~ 
General in the Gazette of India, Extraordinary, dated the 
28th July, 1931.) . 

All Act to Supplement the ordinary Criminal Law in Burma. 
Whereas it is expedient to supplement the ordinary cpminat Preamble. 

law in Burma; , . 
. ,.' 

& 6 And whereas the previous sanction oftbe Governor-Generll-l 
eo. 5. c. has been obtained under sub-section (3) of section 80A oftha 
r, 6 & 7 Government of I.ndia Act to tl;1e passing of this Act; 
eo. 5, c. . ' .. 
',9&10 It is hereby enacted as follows :-
'?o. 5, C. ' 

1.-(1) This Act may be called the Burma Criminal. Law Short:title,' 
Amendment Act, 1931; , . '. ..' 'cominilJlpe-

. .. : .ment; 
(2) It shall come into, force on such date as the Local extent and 

Government may, by notification in the Burma G.azette, direct; duration . 

. (3) It extends tQ the whole of Burma; and 

(4) It shall contiI;lue in force for five years from the date' of 
its commencement. . . 

2. In this A-ct,. unless there is anything repugnant in .the Definition, 
1898 subjec:t or context, .. the Code" means ,the Code of Criminal 

Procedure, 1898. 

3.-(1) The Local Government may, py order in· writing, Power of 
direct that any person ac~used of.any offence specified in the'LocaIGov-. 
First S<:hedule shall be tried by Commissioners appointed ~~:=~~!i~~:', 
under thls Act. by Commis-

(2) No order under sub-section (1) sh~l1 be made in respect :~~~:~: in 
of, or be deemed to 'include, any person who has been com- cases. 
mitted under the Code for trial before a High Court, b'utsave 
as aforesaid an order under that sub-section may be made in 
respect of, or may include, any person accused of any Ofl'tlllce' 
specified in the First Schedule 'whether such offence 'was com-
mitted before or after the commencement of this Act. '. 

35930 AS 
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4.-(1) Commissioners for. the trial of persons under this Act 
shall be appointed by the Local Government. 

(2) Such Commissioners may. be appointed for the whole of 
Burma or for any part thereof, or for the trial of any particular 
accused person or persons. 

(3) All trials under this Act shall be held by three Commis­
sioners, of whom at least two shall be persons who at the time 
of appointment under this section are serving as, and have 
for at least three years served as or exercised the powers of, 
Sessions Judges or Additional Sessions Judges, or are persons 
qualified under sub-section (3) of section lOl of the Govern­
ment of India Act, for appointment as Judges of a High Court. 

5.-(1) Commissioners appointed under thislAct may take 
cognizance of offences without the accus,ed being committed to 
them for trial, and in trying accused persons, shall record 
evidence in the manner prescribed in section 356 of the Code 
and shall, in other respects also, subject to this Act and to any 
rules made thereunder follow the procedure prescribed by the 
Code for the . trial of warrant cases by Magistrates. 

(2) In the event of any difference of opinion among the 
Commissioners, the opinion of the majority shall prevail. 

6.,.....,.(1) The Commissioners may pass upon any person con­
victed by them any sentence authorised by law for the punish­

. ment of the offence of which such person is convicted .. 

(2) If in any trial under this Act it is found that the accused 
person has committed any offence, whether such offence is or is 
not an offence specified in the First Schedule, the Commis­
sioners may convict such person of such offence and pass any 
sentence authorised by law for the punishment thereof. 

Application 7. The provisions of the Code, so far only as they are not 
of Code of inconsistent with the provisions of, or the special procedur~ pre-
Criminal scribed by or under, this Act shall apply to the, proceedings 
Proced ure h C . to Pro- of Commissioners appointed under this Act, and suc ommlS-
ceedings of sioners shall have all the powers conferred by the Code on a 
CommiB- Court of Sessions exercising original jurisdiction. 
sion'ers. 
Tender of 8.-(1) Commissioners trying an offence under this Act may, 
Pardon. with a view to obtaining the evidence of any persons supposed 

to have been directly concerned in, or privy to the offence, 
tender a pardon to such person on· condition of his making a 
full and true disclosure of the whole circumstances within his 
kpowledge relative to the offence and to . every other person 
concerned whether as principal or abettor in the commission 
thereof. 
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. (2) Where, in the case of any offence for the trial of which 
bv' Commissioners an order has been made under sub-section (1) 
of Section 3, a pardon has, before the passing of such order, 
been tendered to and accepted by any person .under section 337 
of the Code, the provisions of sub-sections (2) and (3) of that 
section of th~ Code shall apply as. if the accused person had been 
committed for trial to the Commissioners. 

(3) For the purposes of sections 339 and 339A of the CC?de 
pardons tendered under sub-section (1) and sub-section (2) shall 
be deemed respectively to have been tendered under sections 
338 and 337 of the Code. . 

oH872 . 9. Notwithstanding anything contained in the Indian Evi- Special rule 
dence Act, 1872, when the statement of any person has been of Evidence. 
recorded by any Magistrate, such statement may be admitted 
in evidence in any trial before Commissioners appointed under 
this Act if such person is dead or cannot be found or is in-
capable of giving eyidence, and the Commissioners are of 
opinion that such death, disappearance or incapacity has been 
caused in the interests of the accused. 

10. The Local Goyernment· may, by notification in the Rule-mak­
Burma Gazette, make rules consistent with this Act to provide ing powers 
for all or any of the following matters, namely :~ 0Gf Local 

overn-
(i) the times and places at which Commissioners ment. 

appointed under this Act may sit ; 
(ii) the procedure of such Commissioners, including the 

appointment and powers of their President, and the 
procedure to be adopted in the event of any Com­
missioner being prevented from attending through­
out the trial of any accused person; 

(iii) the conduct of and the procedure at trials, the manner 
in which prosecutions before such Commissioners 
shall be conducted and the appointment and powers 
of persons. conducting sucb'prosecution; 

(iv) the execution of sentences passed. by such. Commis­
sioners; 

(v) the temporary custody or release on bail of persons 
referred to or included in any order made under sub­
section (1) . of section 3, and the transmission of 
records to the' Commissioners; and 

(vi) any matter which appears to the Local Government to 
be necessary for carrying into effect the provisions 
of this Act' relating or ancillary to trials before 
Commissioners. . 

'. 11.-(1) Any person convicted on a trial held. by Commis- Appeals and 
Bioners under this Act may appeal to the High Court of Judica- ~onfirma­
ture at Rangoon, and such appeal shall be disposed of by the tlOns. 
High Court in the manner provided in Chapter XXXI of the 
Code. 
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. (2) When the Commissionex:s pass a . .sentence ,of dea.th, the 
record of the. proceedings before them shall be submitted to the: 
High Court and the sentence shall ,not be executed unless it is 
confirmed by, the High Court which shall exercise, in respect of 
such proceedings, all the powers conferred on the ,High Court 
by Chapter XXVII of the Code. ' . , 

Power of 12-(1) Where, in: the opinion Qf the Local Government, 
Local there are reasonable grounds for believing that any person-
~oo~~:~,:~:~ (i) has acted, is acting or is about to act in contraventi6n 
certain of the provisions of the Indian Arms Act, 1878, or of 11 of 
suspects. the Explosive Substances Act, 1908; or' 1878. 

(ii) has committed, is committing or is about to cominit ~ ,of)9 
any offence specified in the Second Schedule; or . 

(iii) has acted, is acting or is' about to act with' a view to 
interfere by violence or by threat of violence with 
the administration of justice; . 

the Local Government, if it is satisfied that such person is a 
member, or is being controlled or instigated by a member of 
any association of which the objects or methods include the 
doing of any of ·such acts or the commission of any.'such 
offences, may, by order in writing, give all or any of the follow­
ing directions, namely, that such person-

(a) shall notify his residence and any change of residence 
to such authority' as may be specified in the order; 

(b) shall report himself to the police in such manner and 
at such period as may be so specified; 

(c) shall conduct himself in such manner or abstain from 
. such acts as may be so specified; 

(d) shall reside or remain in any area so specified; 
(e) shall not enter, reside in, or remain in any area so 

specified; 
(f) shall be committed to custody in jail; 

and may at any time add to, amend, vary or rescind any order 
made under this section. 

(2) The Local Government in its order under sub-section (1) 
may direct- ... 

(a) the arrest without warrant of' the person in respect of 
whom the order is made at any place where he may 
be found by any police officer .or by any officer of 
Government to whom the order may be directed or 
endorsed by or under the general or special author,ity 
of the Local Government; 

(b) the search of any place specified in the order which in 
. the ppinion of the Local Government has 'been, is 
being, or is about to be 'used by such person, for 
the purpose of doing any act, or committing any 
offence, of the 'nature described in sub-section (1). 
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13. An order made under sub-section (I) of section IZ shall Service of 

be served on the person in respect of whom it is made in the orders 
manner provided in the Code for service of a summons, and un~~r 12 
upon such service such person shall be deemed to have had due sec lon . 
notice thereof. 

14.-(I} Any officer of Government authorised in this behalf Power ~th 
. G arrest Wl -

by general or specIal order of the ~ocal overnment may out warrant. 
arrest without warrant any person agamst whom a reasonable 
suspicion exists that he is a. person in respect of whom an order 
might lawfully be made under sub-section (I) of section 12. 

(2) Any officer exercising the power conferred by sub­
section (1) may, at the time of making the arrest, search any 
place and seize any property which is, or is reasonably sus­
pected of being, used by such person for the purpose of doing 
any act, or committing any offence, of the nature described 
in sub-section (1) of section 12. 

(3) Any officer making' an arrest under sub-section (1) shall 
forthwith report the fact to the Local Government, and may, 
by order in writing, commit any person so arrested to custody 
pending receipt of the orders of the Local Government; and 
the Local Government may by general or special order specify 
the custody to which such person shall be committed: 

Provided that no person shall be detained in custody under 
this section for a period exceeding fifteen days save under a 
special order of the Local Government, and no person shall in 
any case be detained in custody under this section for a period 
exceeding one month. 

15.~(1) The Local Government and every officer of Govern- Enforce­
ment to whom any copy of any order made under section 1Z has ment of 
been directed or endorsed by or under the general or special orders. 
authority of the Local Government may use any and 'every 
means necessary to enforce compliance with such order. 

(2) Any officer exercising any of the pOwers conferred by 
section 14 may use any and every means necessary to the full 
exercise of such powers. 

16. Whoever, being a person in respect of whom an order Penalty for 
has been made under sub-section (1) of section 12, knowingly breach of 
disobeys any direction in such order, shall be punishable with ord~r un

12
der 

.. t f 't h' h t d t hr d sectlon . lIDprlSOnmen or a erm w IC may ex en 0 t ee years, an, 
shall also be liable to fine. 

17.-(1) Every person in respect of whom an order has been Power of 
made under sub-section (1) of section IZ shall, if so directed by photograph­
any officer authorised in this behalf by general or special order 109, etc.! 
f h L I G t personSln 

o t e oca overnmen ,- respect of 

(a) permit himself to be photographed; whom order 
(b) allow his finger impressions to be taken; hasdbeen d 

maeuner 
. section 12. 
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(0) furnish such officer with specimens. of his hand­
writing and signature; 

(d) a~tend at such times and places as such officer may 
direct for all or ·any of the foregoing purposes. 

. (2) If any person fails to comply with or attemps to avoid 
. any direction given in accordance with the provisions of sub­

section (1), he shall be punishable with imprisonment for a 
term which may extend to six months, or with fine which may 
extend to one thousand rupees, or with both . 

. 18. The power to issue search warrants conferred by sec­
tion 98 of the Code shall be deemed to include a power to issue 
warrants authorising the search of any place in which any 
Magistrate mentioned in that section has reason to believe that 
any offence specified in the First Schedule has b~en, is being, or 
is about to be committed and the seizure of anything found 
therein or thereon which the officer executing the warrant has 
reason to believe has been, is being, or is intended to be, used, 
for the commission of any such offence; and the provisions of 
the Code, so far as they can be made applicable, shall apply to 
searches made under the authority of any warrant issued under 
this section, and to the disposal of any property seized in any 
such search; and an order for search issued by the Local 
Government under sub-section (2) of section 12 shall be deemed 
t,)be a search warrant issued by the District Magistrate having 
jurisdiction in the place specified therein, and may be executed 
by the person to whom the order is addressed in the manner 
provided in this section. 

Scrutiny of 
case by two 
Judges. 

19.-(1) Within one month from the date of an order by the 
Local Government under· suh-section (1) of section 12, the 
Local Government shall place before two persons, who shall be 
either Sessions Judges or Additional Sessions Judges having, 
in either case, exercised for at least five years the powers of a 
Sessions Judge, or Additional Sessions Judge, the material 
facts and circumstances in its possession on which the order 
has been based or which are relevant to the inquiry, together 
with any such facts and circumstances relating to the case 
which may have subsequently come into its possession, and a 
statement of the allegations against the person in respect of 
whom the order has been made and his answers to them, jf 
furnished by him. The said Judges shall consider the said 
material facts and circumstances and the allegations and 
answers and shall report to the Local Government whether or 
not in their opinion there is lawful and snfficient cause for 
the order. 

(2) On receipt on the said report, the Local Government 
shall consider the same and shall' pass such order thereon as 
appears to the Local Government to be j~st or proper. 
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(3) Nothing in this section shall entitle any person .against 
whom an order. has been made under sub-section (1) of sec'­
tiOll 12 to. attend in person or to appear by pleader in. any 
matter connected with the reference to the . said .Judges, and 
the proceedings and. report of the said Judges shall be 
confidential. 

20.-(1) ·When an order under sub-section (I) of .section 12 Power to 
has b~en m~de against ~~person, the Local Goy~rnment.may' at ~u:~:~~n &f 
any tIme, wIthout conditIOns or upon any condItlons'whlCh slich o;ders' 
person accepts, direct the suspension or cancellation of such under 
order. section 12. 

(2) If any condition on which an order has been suspended 
or cancelled is in the opinion of the Local Government not 
fulfilled, the Local Government may . revoke the suspension or 
cancellation,and thereupon the person in whose favour such 
suspension or cancellation was made may, .if at large, be 
arrested by any police officer without warrant, and the order 
under sub-section (1) of. section 12 shall be deemed to be in 
full force. 

(3) If the conditions on which such suspension or cancella­
tion has been made include the execution of a bond with or 
without sureties, the Local Government may at once proceed 
to recover the penalty of such bond. 

(4) A Magistrate of the first class shall in default of payment 
of such :Penalty issue, on application made in this behalf by an 
officer of the Local Government specja,lly empowered, a warrant 
for the attachment and .sale of the moveable property belonging 
to the defaulter or his estate if he be dead. ·On the is~ue of 
such warrant the provisions of; sub-sections (3) and (4) of 
section 514 .of the Code shall apply to such recovery. 

2L;"""(1) The Local Government shaH, by order in writing, Visiting 
appoint such persons as it thinks fit to constitute Visiting Committees. 
Committees for the purposes. of this Act, and shall by rules 
prescribe the functions~hich these Committees shall exercise. 

(2) Such rule shall provide for periodical visits to persons 
under restraint by reason of an order' made under sub-Section 
(1) of section 12. 

(3) No person in respect of whom any such order has been 
. made requiring him to notify his residence or change of resi­

dence or to report himself to the police or to abstain from any 
specified act, shall be deemed to be under restraint for the 
purpose of sub-section. (2). 

22. The Local Government shall make to every person, who Allowances 
is placed under restraint by reason of an order made under sub- to persons 
section (1) of section 12, a monthly allowance for his support under. 
of such amount as is, in the opinion of the Local Government ~~~r:~~~ 

dependants. 
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adequate for the supply of his wants, and shall also make to his 
family, if any, and to such of his near relatives, if·any, as are iIi 
the opiniQn of the Local Government .dependent on him for 
support! an allowance for the supply of their ·wants suitable in 
the opinion of the Local Government to their rank in life. 

Explanation.-In this section the expression "under re­
straint " has the Same meaning as in section 21. 

Power til 23. The Local Government may make rules providing for the 
make fUles; procedureto.be followed regarding the notification of residence 

.. ,. '.. and report to· the pOlice by persons in respect of whom· orders 
,. . . -. have been made under section 12, and for the place and manner 

of custody of all persons arrested or committed to or detained 
:hl custody un~er this Act. .•. 

Publication :: 24.· All rules .. made" under this Act shall be published in the 
of rules. Burma Gazette, a1?-d on such publication shall have effect as if 

enacted in this Act. 

Bar to suits, ·25. 'No"suit,prosecution or other legal proceedirig shall lie 
p.rosecu- against any person for anything which is in good faith done or 
t~~ns ~nd I intended to be done under this Act, and the powers confertE)d 
~ro~:e:i~~s.by section 491 of the Code shall not be exercised in respect . of 

any person arrested, committed. to or detained . in custody 
under this Act. 

Effect of 
the Act. 

;.' ", 

Repeal. 

26. Where, prior to the commencement of this Act, anything 
has been done, or' any action has been taken under the' pr07 , 
·visions of the Burma Criminal Law Amendment Ordinall,ce, ordi_ll ( 
1931, which thing or action might have been done· or taken nanc(~ ;r 

under the provisions herein enacted had this Act commenceq. of 19:~ lc 
011 the 31st day of January, 1931, such thing or action shall be 
deemed to have been done or taken under the provisions of this 
Act,-andevery consequence which ,would have ensued·if this 
Act had commenced as aforesaid, and such thing or action. had 
been done or taken thereunder, shall thereupon ensue in all 
respects as if this Act had so commenced and such thing. or 
action had been so done or taken, ". . .. . 

27. The Burma Criminal Law Amendment OrdiD.ance, 1931, Ordi.iJ.O 
. h b 1-".:1 , nancdlfl 
IS ere;y r~pea t)U. . •.. ... " of 19Q10 
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THE FIRST SCHEDULE. 

(See SECTIONS 3 AND 6.) 
Any of the following offences, if in the opinion of the Local 

Government there are reasonable grounds for believing that such 
offence has been committed by a mellllber, or a person controlled or 
instigated by a member, of any association of which the objects or 
methods include the commission of alllY of such offences, ns-mely:-

(a) any offence punishable under any of the following sections 
) of 1860. of the Indian Penal Code, namely, sections 148, 302, 304, 

326, 327, 329, 332, 333, 385, 386, 387, 392, 394, 395, 396, 
397, 398, 399, 400, 401, 402, 431, 435, 436, 437, 438, 440, 
454, 455, 457, 458, 459, 460 and 506; 

of 1908. (b) any offence under the Explosive Substances Act, 1908; 
lof1878. (c) any offence under the Indian Arms Act, 1878; 

5 of 1860. 

(d) any attempt or conspiracy to commit, or any abetment of, 
any of the above offences. 

THE SECOND SCHEDULE. 

(See. SECTION 12.) 
(1) Any offence punishable under any of the following sections of 

the Indian Penal Code, namely, sections 148, 302, 304, 326, 327, 329, 
332, 333, 392, 394, 395, 396, 397, 398, 399, 400, 401, 402, 431, 435, 
436, 437, 438, 440, 457 and 506. 

(2) Any attempt or conspiracy to commit, or any abetment of, any 
of the above offences. 
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