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No. 1 or 1930,

GOVERNMENT OF INDIA.

REFORMS OFFLCE.

To
THE RIGHT HONOURABLE WEDGWOOD BENN,
D.S.0.,, D.¥.C,
His Majesty’s Secretary of State for India.
Swmla, the 20th September 1930.
Siz,

We have the honour to address vou on the cenclusion
of the constitutional inquiry which has been conducted by the
Indian Statutory Commission in accordance with the pro-
visions of section 84-A of the Government of India Act, and
to forward for the counsideration of His Majesty’s Govern-

"ment, ., a preliminary to ihe discussions which will shortly

take place at the Round Table Conference, our views on the
further progress which might now be made towards the deve-
lopment of responsible government in India as an integral
part of the British Empire. The report of the Indian Statu-
tory Commission contains proposals of far-reaching sig
nificance and ecrucial importance, affording the most conv

nient, and indeed the inevitable, method of approach. ¥
have further studied the reports of the provincial committ'®

which were set up in connection with the Indian Statuffcﬁ

Commission, and we have derived great assistance frOI'I&
valuable labours of the Indian Central Comm’ 1?1?
We have, in addition to these documents, had. die
advantage of seeing the many suggestions made hy},lmmi
vidnal thinkers in India and the scheme prepared by t 1\;3 o
Parties Conference in 1928, commonly known as the ei Ifu
report, which, though it has for wvarious reasons Cgiase‘(, (S
oceupy the forefront of the political stage, neverte fs;: ¥ :
mains as the most authoritative and detailed eXI’JOSIt”““;:) of
the views of constitutional nationalists that has  Ye' Pe¢cn

put forward. We have also paid due regard to. the opinion
B
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that has been expressed in India since the publication of the

report of the Statutory Commission, and the most recent de-

velopments ot this opinion will . ne doubt be placed before
His Majesty’s Government by the delegates at  the Round
Tahle Conference. Finally, we have received and transmit as
enclosures to this despateh the weighty views expressed by
local Governments.

The examinationecarried out by ourselves and the pro-
vincial Governments has been unavoidably handicapped by
the circumstances in which it has been undertaken. The
time available for reaching conelusions on matters at once
go intricate and so important has bheen in itself short, and
the attention of all Governments in India has heen much
occupied by the abnormal conditiong arising from the eivil
disohedience moveraernt, and in our own ecase from the
situation on the North-West Froutier. Nevertheless, we have
had the benefit of personal consultation with all the Governors
of provinees, and have devoted much consideration to the
various problems involved. We have not found it possible
to deal in this despateh with oIl matters of detail, but we trust
that our observations will he found to cover the main points,

POLITICAL FORCES IN INDIA.

2. General observations.—The solution of the great
issues which now confront us is to be discussed at the Round
Table Conference with a view to achieving the utmost possi-
ble measure of agreement hetween His Majesty’s Government
and the representatives of different parvties and interests in
India. Tt may therefore he convenient, hefore we come (o our
detailed observations, if we attempt to give some account of
the political forees at work in  India, the constitutional

«lemands  that are most commonly put forward, and the
schvength of opinion on which they rest.  We recognize with
th o Statutory Commission the difficilly, particularly at a time
of yapid ehange like the present, of ectimating with aceuracy
thesse Torees, and, set as we are amid many conflieting enr-
ren(}g and mueh clash of old and new, of stating general con-
elstane. - What we sav, thevefore, mus( he read subjeet to
this Cantion. Complete agreement on  cencral  statements
canno: ho expeeted.  We offer our ohservations merelv as an:
nﬁg'mT't to draw a pieture which in its hroad outlines we
helieve to he acenvate,
2. Tle politi i i :

e political classes. Tendencies making for unity of

view.—TI. Tndian Statutory  Commission  in the ahle

e O, ; AR . ; .
analysis O yublie opinion in Tndia, with which the first

3

, of their report concluded, pointed out that 'pol.1tical
";ﬁgﬁglbltoand inﬂueﬁce are, as is to be expected, prmmp_ally
concentrated in the towns. It is. in the larger towns that
are to be found those elvments which give direction or active
support to the political forees of the day. They consist of the
protessional classes, In parlicular lawyers, 30urna‘hsts and
those connected with eduecation ; an appreciable portion of the
trading classes ; those engaged in clerical occupations ; the
large number of students at the universities and colleges ;
the melancholy army of those who having sacrificed much to
go through the-scholastic currienlum find at the end that their
country offers them no employment : and, lastly, the small but
growing body of edneated women who are throwing them-
celves with enthusiasm into the new world of political affairs.
“These ave perhaps the chief clements that go to make up

j what we may call the political classes. Their thought is pro-

foundly influenced and unified by the writings of the press.
1¢ is 10 doubt a common charvacteristic of mankind all the
world over that they tend to take their political views ready-
made, and that with growing education those views are more
and more moulded hy the press. This characteristic is certain-
ly very marked in India, and those who might be disposed to
stand out against popular opinien as expounded in the press
are not infrequently deterred by a sensitiveness to personal
attack, which has not vet been blunted by long experience of
public life. Jowmalism in India concentrates largely on
the personal side, and the press is outspoken in its denunecia-
fion and ridicule of those who venture to express opinions
in conflict with those generally aeccepted. There are
other important factors which .makc for a prevailing
tnity of view on certain broad issues. The fact that the
dominant power in India is in the hands of a foreign raea
“cannot fail to offer to those who attack existing conditions.
the opportunity of a racial appeal. Again, a common desire
for changes in the form of the Government acts as an induce-
‘ment to preserve a united front, and to keep in the back-
.ground such differcnces as exist. Finally, caste and family
"attachments are of peculiar strength, and the close intimacy
of social relations promotes a common outlook.

4. The commercial classes.—We have mentioned above,
as forming part of the political classes, the trading com-
munity. Like all generalizations this 1s open to ualification,

and there may be differences of opinion as to the extent to
which traders interest themse}ves in poht1_cs and what precise
part pressure of different kinds plays in influencing their
"actions. But it can hardly be denied that the trading classes,
‘which as a whole used in the past to be content to occupy
lthemsclves with their business, have been taking a more and

B2



5

normal times interested 1n little outside their own villages,
their own immediate needs and conditions, and the hard
struggle for existence. It would be fair to say that they have
16 informed coneeption of the political problems of India.

4

more active share in polities. Though men prominent in ind

try and commerce have for many years played their )urtu's-
public affairs, the feeling that improvement ot : tra(lln
and ndustry is to be sought through political channelg

Is a development  of  comparatively recent times. The

e —_

¢. Industrial labour.—The towns too have their counter-
have deseribed as the agricultural masses.

part to what we

swtreme illustrati . - bLITL
::;utll;:lflj i;f:nl:f:s::i):; :(t)njllrll(mmif)lg ﬁl[ ,th'l“"hd this 1(lea_ has " The bulk of industrial labour is ignorant and uneducated.
of the commercial classes in B(w)m\lrn{ (i; '~imfvnt} o tl.le attitude . Their surroundings —are often prlmltlye and insanitary,
disobedience movement.  After ﬂlcvaHo 1, HC’) .{e pleser}t civil though s.tead'y offorts are being made to improve their
religions and emotional uppoal of My (‘;’“‘“‘ﬁ'.f made for the " lot. Living in towns they are move closely in contact
own countrymen, the (}u—jgmﬁg who J.-]()', rand '}“ s lllmme for his - with  political | movements  than are the agrlcu}tll_r"ﬂ
in the life of Bombay cily it xAliu 4 ho 1.1111 b_L,u.‘ 1 & large element “ ' classes, but it is doubtful \Vheth?r the ordinary political
mereial community  of "J,Sombw; I)L fﬁcf)glllzt‘(‘l ﬂ}i}t the com- , ideas make much appeal t? }tnem_. In the towns too
tical power heen lending i‘t:s “1‘]‘“ mt P}“ItSUlt of poli- ~are to he found those lower strata of the populatlon' which
material, to @ movement i deﬁ-uui- ]r)llf()t[l A l-)“ h }“.‘”ml. and can easily he worked up into mob demonstrations and violenee.
have been expeeted to have n(j 'L/tip)l .t-’l" %LW, \\lf llfih might These clements and the industrial 'populahqn have
interests depend on stable and pe‘a(’(*%ucl‘lg(})ln lf)tIT t]*%e whose formed in rveeent yeavs the objechve of comuunist propa-
¢ ditions. ganda. In some of the lzu'ger]mdu:-;jr.!nl i(l)\\'ns the doctrm{e_s

. : of communism for a time made appreciable progress, parti-

ing 1?, ;I;‘,I,l,e]ji?f lzzll?iis\i?se %in?ff tlculfutll‘a‘l Qlassles.:-—Pass- cularly in Bombay. JThe movement has recently received a
most important class is that of the S i the popu ation, the © check, but it undoubtedly survives as a continual menace to

portant class 1s that of the larger landholders. In orderly progress and the well-being of the community,

many parts of the country they still vetain in their estates and
vitlages a traditional authority, which, though it may now
meet }vlth some challenge, 18 yet one of the active forces in
the life of the community.  The spread of education and the
JILHINQN@\: ol the press tend constantly 1o enlaree the number
?he(lii:liilt(')ltkfrl?l‘“‘y}'m might be lnelude(! i what we have called - indiff b he furthest range of
: Do i ical classcs. On the whole they remaiu at present a hitherto becn indifferent, But O s o avwtent

(A»ll.\(n”\a(,;w foree, conscious that their influence is likely the genuine inffuence of political keI o e s
to suffer from too vapid political changes, and beginning to those who wish to rouse the nnpolitical masses ave able to.
realize that the defence of their interests requires a more play_on their fcelings by e O hest amone those

- .- - g . . - A o L4 v s v1V1 i i i t irs 3
aclive participation in public life. Below them in the aeri- are intense and vivid in thelr fves. st SRos pe
bel

cultural world come the small landholders and the more int_er_ests m'nst be placed N I'Ohg.lO]l. . It was the power_ot
religion which enabled M. Gandhi during the non-cooperation

7. Means of appeal to the masses—The general effect
of the picture we have endeavoured to draw is that the classes
affected by political opinion form a wide cirele which is
steadily expanding. 1t is continually establishing new con-
tacts with those portions of the population which have

‘substantial peasantry. This is a el ich it i

. . . 815 ass about which it i

peculiarly difficult to generalize. Breadly speaking p;.coss movement ten years ago to rouse auc}3 sway the masses
SUE Rt ", () 204 . « ) il . YV ’ LDy = + . : e '.x M

perity bnmgs.ulu(utmn, and education fosters political ideas. .o0a degree h].ther“co u1'1known' 11111 1d fnt,lgh. India, apd

lt'(l(,.(xg not follow that the ideas of this elass necessaril t is the vencration 1n which he is he or his ascetic life

coineide with those of the ecorresponding urban Claqgesy aud moral teaching that gives him a gr.ea.t part of his popular

indeed in the Punjab where " o b RGN ‘ oday. It was the power of religion workin through

e R ‘_,] D here the small landholders are a .1ppeal .tM N N t ,hp h for a time diverted ﬂ? M ng‘

strong and increasing foree there are signs of the development ihe Khilafat movemen ,,t\\ 59{ 11 e "th the LBH:t'_lril

of a conflict of interests , ] o itv from their tradifional relations wi e British

But whatever masl:oi): ?ﬁgi‘ieil}ot\?:mt? nd the town dW(_}ller._c;, ‘ f(ﬁlﬂl;;;?nt Tt was the appeal of religion, that recently

that they have views. and cannot/b(; - ,m. ;Hllportgnt pomt 13 . hreatened to destroy the work of the reformers in the Child

of the unthinking métsses The o Icta,att( e(h as forming part ' Marriage Restraint Act, commonly known as the Sarda Act,

in Gujerat afford a striking ill]1qfr‘(:]tli(?n() ft t}el lasé: f(;w yﬁars o \and has been used to rouse the transfrontier Muslim tribes
i Je , - strat ¢} e Q CCSWiCh ; A - \ bl f h

hig .« . : . .. k , -ernment responsible for a measure which could

this elass can produce when guided in a political direction, :agamst 2 (701‘- tion to thgm

Below this stratum come what may be called the agricultural ( have no applica .

masses, a political force of great potential importance, but in (

{



6

The second of the main interests through which the
masses may be roused is the land. India is predominantly
an agricultural country and the land is the basis of life
for the great majority of the people. Consequently they may
be Immediately and profoundly affected by anything which
touches the land, in particular land revenue and land tenures.
Agrarvian problems are seldom far below the surface.

The third method of approach to the masses is one
that is still comparatively new and wnivied. It is hroadly
speaking the method of revolutionary communism, the appeal
to the ‘“ have-nots . There are signs in  the armoury of
political agitation of an inereasing insistence on the faets ot
poverty in India, not with a view to constructive effort jn
remedy of the causes, hut tor the purpose of exeiting feelings

against the propertied classes and an alien Government, Not -

much progress has been made on these lines except in the

industrial towns. But it is part of the volicy of communism °

to spread its doctrines among {he peasants.

8. Sectional interests.—In speaking hitherto of political
interests we have had in mind chiefly those broad issues of
public policy which group themselves round the demand for
an increased measure of self-government, and we have {yied
to suggest the arca over which interests of this kind are
active. There are, however, other interests which make 2
genuine appeal to large bodies of people on lines other than
those of nationalist politics. One of the marked effects of
the present constitution, with its introduction of the forms
of democratic government and its transfer of power not c¢nly
in the provincial councils but in local bodies, has been the
recognition of the fact that any group or section which las
a common bond of interest can seenre its objects only througd
organization. The binding forces of society ontside the
family arce religion and caste, and there has been a delinite
quickening of communal and caste feeling, and g tendency
for people to group themselves politically under these eaten
gories, which have for them a practical significance. 1t j-
felt that a common interest unites those who belong to
particular caste or a particular religion, and. at a tiny
when novel and broader ideas have not yet succeeded in estal:
lishing themselves, it is no doubt inevitable that the earlies
manifestations of political awakening should amonz largé
sections ot the population take a form that is familiar and cay,
readily be appreciated. lioeal and provineial patriotisms alss
show unmistakable signs of development. Al these indiecatt
the real emergence of a publie opinion and a gencral will, is
a form however restrieted, expressing themselves through the
relafions which most closely eoncern and interest tho masses
of the people. Forces of this kind reach elements of the
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Jation which are untouched by the ideas of natuinaltlis?,
goguit must be remembered that they are always at hand to
ut . !
be utilized for nationalist en('ls. - N s
9. The growth of the nationalist spirit.—In saylng bi
d(.) ot wish to minimize the extent of the genuine
e : s 3 .
ijlv nee of mationalist ideas. There 1s no dﬁubtbgéalt L?voclged
'uc?rable deoree of national consciousness 1 as 1 a
:ingntr the cﬁucated classes as a whole. W ;th them(;l(éo1}]0‘11?111~
‘1d oﬁucational development of the chountry ug‘fe ecS ne, ‘i;oth
£11'.}111\,’ and honourably enough, ?i glegt%r zgu;iii:;) ch, Dot
indivi and a demand for
idual and national, n ; ‘ ‘
mdlz l(ild status with the West, The rise of Jap'an as a glefxtt
nAle'n ti(‘:: power supplied an early stlmuh_ls to this 'movemetl .
S'Slsc- then the stream of western thought in the preis.ent cfcn :‘tl"
mh"m mdre and more brought India Wlthmr‘gge _lxhe é,l (3810\;‘
erréﬁt Intereourse with the world grew. l‘ e in turnnum-
western edueation inereased. Students (311110ve1 grea ed e
V -etur en, an
y and returned. der men, &
bers went to .lur‘lgland 8 R s A
isitec : ore freely, and with a ripe g
men, visited Kurope more 1 Y, ¢ ; . vip ent
z)gnpalzed other countries with their own. (agllslclqu\s‘r ;tfched
magnitude of her shave in the Great War, Ilq ia J;?Zhanistan,
Wit?l close interest nationalist mo}:feme(lil_ts tli%n Ir%land tax,
i i ile 1 r direc :
Ber o - ngl I(Ielsnw}?igﬁthgve constantly been before
J n exa ¢ : s
ligypt have b i ; -aced nationalism and demoeratic
her eves. All this has encouraged n : moctalie
: One consequence of the growth of na

! A e
thought, ian opinion exceedingly sensitive

: 5 o make Indi [ N
feeling has fl‘?;;“d judgments, which might appear to indicate

i tus
d to all that might be held to mark the staf ,
':flal(;ll{d(i); gglsigfae?ior to that of o’cherff uintls 1§ythth§gxlp§ ;E;
i ¢ in unaffectec B
;\Indla C%Ii*lgunc{l ?e%‘b wh?lz(len gznhome the constitution of 19&9,‘
c;]fgorwireex?élr far it fell short of full self—goverpmept, had sett th(:)l
“?Ot firmly on the path. It was therefore inevitable thar v1:
gi\i(jcinnalis't impetus should come, and it would ‘;beitas %';?ue
t‘nl‘iqtzxke to under-estimate its foree or to deprec%a e fs v lue,
It is n necessary condition of the building up of a ‘l? or and
1 15 d«'lo: rous life, and of that development of a se -_govcrné
e T UP-'O' 'ﬁicll from early times has been the ideal o
fring Tndie fz::'-seleing of its British administrators.

mthe most : : T
ionalist demand.—The nationalist deman
E((? . 10if:r gse?ifxll(;?l? and dominion :%tatl_ls. .It 1s cogche.(%
iTiOltS?msgof British thought and British 1ns'c1'cut1o.nsf,1 or ld
th;n o tes from those who have been profoundly 11t1: uiméed
ft},mana' ‘sh ideas. The demand for self-government, state
Sy Brits is that India should be allowed to manage

Tén praCtica_l{éfi;?sl;oth B he mrovinces and, subject o amy

her own safeguards that may be requisite, at the centre.

1w ; .
r.&}}llnpcolgilg’ to dominion status, so far as that can be separated
1 e J

to any ill-inf.
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from tdeas of self-@
s of self-covernme as
e :nt has perhap i
1ol osel | aps a sentim
;21‘2]1(1;‘){ mi th;;t (1(,(1_,()111'\1, any less potent, aspeet, The defrllltall’
nc('!-w‘l(:‘}\x ‘};11«1.]{11’(““(]1&[ .slhou](l he enabled  actually wi&?;
2ECSSATY DNMIES 10 sottle hoer own affai 3 : ) '
consary | wettle he affairs but that she s
])(,ty)nfl)ltl(,ly IJ‘('(]jl),‘_'"lH’/,.(‘d hefore the eves of the ‘\l\(:fﬂ:il( hond
etent to aettle the : o ' wolld as com-
IImh”m (;,)., i (,_.tmm. B(lf.xl. these ideas are iuc'ud(‘l)gn
m(\ﬁ{ b\v]i—}l'm“ S that dominien stafus which the "Jnnr;( 7
]U‘,)(), by His ’I*ch(llluncy the Vieerov on the “1‘/‘1“() ohor
029, deseribed ax the natueal issue of s const; clober,
P ssue of India’s constiiutional
Tt Is nossi] 3
1t 1s nossible to trace in t iti
! > to trace m these politieal aspivati
soparate Arende of 4 Se ] real aspirations
1 1},' 1(!{‘ zf)‘ff]u],s of thought. The firat is dirl'u{‘(~(11”1h tt\]w)
aturel sati=faeti v T e Heete Ot
et rlvhl(‘] :;1“;;’.’ of ‘; “ilnfnlmm' pride and national qnntie
T c bostiion of - hadia in the  Kmpi ) )
ambiguous. There ar 1le v e lmpive has be
ment’d(‘)t’”::n ]J‘th a;p undeniable obstacles to tho( 1!})01(;;1
ment b tﬂ()j}w{‘ ¢ self-government af once.  But -1;'(( 1’:[(1‘(@(;
ERR RS 0 1" Y [SER) ‘ 0 - o o M ! ) " ' -“
of Ludia. or ':”fl for the purpose of delaying the progress
et i ’1‘1 \ Tff‘ genuine attempt {o he made to (J\'(‘l‘z()llie
’7“1"11‘111“712’]\& ";17‘!“(““"5 of race and enlture 1o keep India
Dernl Yomea posifion of  inferiorit o
o of inferiotity fo the grea
Dominions, or is o place {n bo f 1(‘?1(‘)'111,_\ to the great
Fommaire g i i place v be found for her  within the
To those. i 1\\1. s;zi,i.qiy her elaims to equal treatment 2
(](‘1"1“04’1 1711;"111\: 1{:\111 S}”'m]l :tzl\'t"ﬂu\]’.lumin;m{‘ ideas, the ;1(‘(11,51.1
( ams by whiteh then jdeas mnv medatod i
Fact ave offe ‘ ‘ cax iy he ranslated int
U are often not of ereat  accoq “rm ; 1o
houoht is diroc great  account. The second line of
'11‘} ‘1.:)111115 (}11.(,cted to  the fulfilment of conerete l)lii{"' \Of
. 1“),‘ 1\\ 10 think on these lines have an essentially 711( I‘S'KSi
utiook : ST ey pract
ook dllfl demaad power in order to achiev praciion
definite ohjects. / febieve - cortain
11. The i '

Tt hapmon. 1?:??6% of sapport. for the nationalist demand.—
ment i the ]: | fm convse of the eivii disobedience move 307
m ; ast few months has oxhibited with s 4
AR : s has exnhited with suffieiongy
}J)ir(nitati»(')nih" Isth'o'ngfh of the nationalist forecs and also th;\i'bl‘e
ONS. 18 clear that they have on their side“'L su'bm-

[ ore

S i SHY ' d
tantial measure of Sllpp()l‘t from educated Hindus of all
, 8 all y
18

& I » v o0y,
jon «l the _AE.<‘;\V(,111(!11t, heing repelled by its methods, 1 ol
.1 wn unmistakable sympathy with its aims. There i el
doubt also that fhe minority communities to ll«ore. s littlaly
Sh;l}'e in these broad nationalist ﬂSp].Tﬂﬁ‘()];‘Q} h ‘ra't(;rge extents ,
plain, if demonstration were needed ﬂmi‘.’ )u ]] 1as become a
they are not without apprehensi o fz’cne"(x- ly ﬁpeakmgnt
covernine Indi } sioms of their position in a self.
g g India, and they are concentrating attenti 4 S Lrs,
protection of their rights and interests fz i ‘en‘,mn on the ;
for some time after the” introduction of the ne assumed thatypy
polities are likely to remain on a commmpa b,lq."V Const_ltutlonlrs
be by a gradunal process that the 11(:11’1(1(]{112 gt W‘1H only,
problems of administration and polie 'IT of practicaly,
development of parties which will he lydivviv(licd (Eiag'ffo the-a|
g ’ litferent in

>

' 'ife of the country. Tt

o

anxious about their

lines. The landed interests also are
future. 'The depressed classes, so far as they are beginnmg
look with unecasiuess

) some political eonsclousness,
of Governments dominated by the bigher
\t mass of the people, though, as we have
galvanized into action by appeals
ally interest them, regard with
changes which they do not

to develoy
at the prospect

agtes,  The gree
said, capable of heing
on those matters which re
inditference political

some
understand. 1t is instruetive to observe how during the
movement stvong  feeling has

present civil disobedicence
been aroused in the towls, and  ontside  the towns i
particular localities where either the conaitions were peci-
liarly faveurable, such as Gujerat, or where soue local grie-
vance comld he exploited or some doubt sown. os to the nower
of Government to maintain its anthority. Pat looking at the
country broadly, a political agitation of remarkable infensity
and fervour has left the rural distriets but little affected.

12 The extremist element.—In speaking hitherto of the
wo lave had in mind primarily those ele-
ments in the movement which ave prepared to look to consti-
tutional advance within the Empire. But it must be recog-
nized that therve is, partienlarly among the vounger meu, a
considerable body who have adopted independgnece not as a
phrase but as a settled aim, who are fundamentally hostile to
the British connection and who, though they may not all
gavour or believe in the efficacy of the methods of terrorism
which wuany of tiem ave prepared to pursue, are at any rate
convineed that it is only by forece applied in some form or
other that they can achieve their end. With such men it
would Lo idle to expect that any settlement is nossible. They
will oppose any agreement that may be reached, and the most
{hat can be hoped is that g adnally throongh experience of a
constitution, which gives a congiderable degree of self-
government, they may  come to realize thal more can be
achieved hy working the constitution than by endeavouring
to cverthrow it. .

3. Non-official European opinion.—We must not close
comnt of political opinion in Tndia without giving soie
the attitude of the non-official Kuropean com-
Statutory Commission have emphasized the 1m-
portant aontribution which this community has made to the
economic development of India and the influence it possesses
in virtue of its widespread commercial activities. Prior to
“the iniroduction of the present constitution the interest of

the comunity in politics was limited, but since 1919 it has
| realized {he necessity of taking its fnll share in the political
s entry into active politics has been
an increasingly liberal spirit towards Indian aspi-

duving the inquiry of the Statutory Commission

nationalist forees

our ac
impression of
mupily. 'The

marked by
rations, and
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) f ]t] ;),\‘vfd ttseu ready to look with favour o
po 1&(/‘4. advauce, subject to the provision fn proposal
8{)’&1‘,‘ s for ite rights and legitimate in’cerebto pdequate safe-
obedience iy Sts. N
chedic K,( lriovement with its accompaniment f].he eivil dis-
Britisii goods and British trade, through whioy &0 boycott of
to brine vressure + ) ugh which it wag
tod b}}.l(h.’sll)(.‘ to bear on His Majesty’s (} was hoped
marge coa et ) v b COVer
e o 3 ced iwa}dw‘ns on those who felt the;l-:q\ealllment, has
acked ¢ 0 TeS S
Drsrons l%(() W lt() resented this intrusion of .:)f'tl‘mf‘l.uly
e 'sentment has been slow in eather; polities inte
l(]’e“}}' Earopean commercial opinion ha, ) ;f:hng Loree, but
ably that i : - as showr .
a Y};](“ Mt %lt] ‘(ll”*els not}mean to allow itself to he C(.;'O:x',(f() l{%ﬂus}ﬁak-
Loy A ciere nas ])Oell “ - e | yt es
a4 SO some ¢ T 28
attitude towards politieal advance onsequent stiffening of itg

s for

14. Conclusi 7
deserite 1]11;13135;,—(}}1(; hla\r'e made above some attempt i
| ( J an ) cal currents 3 u{
moving over - . s and forees that .
readin:: o)f" ?Illeth'(; i(;]-'mm'ly placid surface of Indsia thcﬁ; har
vl he situation is accurate, it is evi a our
constituti 1t 15 accurate, it 1s evident that the :
Lo “,U‘_f(l\(:n lzpllsttbe b}uah as will take full accotl?;tt ;i}et};lew
ew forces.  The time has passed w : : cse
the passive 0 as passed when it was safe to ass
e b]uqnci \‘J(é (f:rmscnt of the governed, The ;mw s stf?x it
whose D()(])iii(?rl as possible on the willing consentyor ?in must
There is still id “(0“54010113110“ is steadily beine a'\xialr')(?opie
rity 'J"IIZl n('\\l'] 101‘(}(‘/1”11;“?1‘}' ijl fundamental re‘qypetét for ‘\111"2}(;)
cL SWotegisiatures have establi p ¢ -
a pOSHJ,(,lll V\"hi‘ 2 D dave (J'Stdl)llshe([ t()l' tl ) ‘ O
aceonted T inccllelqsqiﬁ?duaug coming to he undersl;(?gzelavlc;a
for the mos asing numbers. Constitut; )
108 PR stitutional .
a subshhti‘ill;a-l t respeeted and observed.  The con(g?tlrms Tor
able, and we ransler of power are not in our view u »ll?“b -
4 . Y are o , \ bl PR »
Dot C'nus(il(llb convineed that the time has come \IVAhdwitu-
0Rt S ! o T . Y : e
should spare noegi%flfim of Imperial policy demand Hﬁ:‘lr h‘:
arrive o a constit )tl S, and even take some risks, in (;].:1/ .\‘fb
ronstitutional solution which will give Areas‘onelblo
R g b anle

SCOpU {7’) lh(\ ;d("lq n 1 ”Ie ag[)ll ' (0] ! V1Y I
- aUCas a 1 i

GOVERNING PRINCIPLES,

15. Opportuniti
. portunities for gr Ji
Commission have at the be”,g]fn?]\?:g.——flgle Indian  Statutory
1 . X \ g of ‘e :
ig.h;;lrr H,;[])()It, before explaining “their h(ei ie('llmad volume of
set forth EACRE : etaile )
1'0(-umnllend }1?'](”“1“ the general principles o ip?()posal_s,
venient dations —are based. We think it \ 'V}’lmh their
nt i he sarmo <o wi .
venient i m the same way we make cloar be  con-
our general outlook ake clear at the oyt
o f)l‘inci o ok on the constitutional b' - outset
e iples: which guide our (""ﬂclmio(ng Pl‘f) lem and
400 we ar » L . b S, .
x[:ff(m 1;:.(1(1;]0 in full agreement with the view of t]“ the first
I ~dt ‘flollie\\’ constitution should not he 1 11e Com.m_]s-
‘F‘ that it should allow of natnyal Q‘)-““‘Ah/. m{ uly rigud,
Por instance, it might case processes of 1‘r‘{rlsi(tli'l( (.li{\’[(:rmty,
ansition 1t "()rm ]
a
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require subsequent change could be

drafted in such a way as wot to involve legislation if and
when it is desired to make the change. Again, within the
general framework of the consti.tution_in. the provinces it
might be possible to allow certain variations suggested by
local conditions and tavoured by local opinion. Finally,
we should hope that both in the provinces and at the centre
the constitution would give opportunities for development
by practice and convention in accordance with actual needs
and experience. The evils that flow from a temporary con-
stitntion have hsen fully set out by the Commission. Our
aim must be to establish a constitution which should, as far as
possible, contain within itself provision for its cwn develop-
ment. We reeognize however that that ailm ecan be more
fully attained in the provinces than is possible at the centre,

of the Government cannot as yet

provisions which may

where 1he ultimate form
be so clearly discerned.
16. The ultimate ideal—An all-India federation.—The
ave pictured the ultimate constitution of India
federation including mnot only British
¢ Indian States. That is an ideal which
we fully accept. There is an essential unity embracing the
whole of India, which we hope will at some future time find
expression in certain joint political institutions. But it is
clear, as the Statutory Commission have been careful to
point out, that this ideal is at present distant, and that the
foderation of Greater India to which they look forward
canmot be artificially hastened. Much may be done to
promote a morc vivid sense of the unity of interests in many
spheres hetween British India and the various States, and
to develop the conception {hat there are matters of common
concern which can best he treated in consultation. Never-

theless we must recognize that the time has not yet come when
the general hody of Indian States would be prepared to take

a step so far-reaching in its character as to enter into any
formnal federal relations with British India. While, therefore,
we arc entirely at one with the Statutory Cqmmission in hold-
ing that the jdeal ‘s a federation of all-India, and that this
ideal should be clearly borne in mind when drawing the mamn
outlines of the constitution of the new India. we must also
recognize that the ideal is not likely to realize itself, save in
its own due time. There is a certain danger that if we direct
cur gaze too fixedly to a distant future we may tend to over-
look the needs of an urgent present. The main problem.
attention is how British India may be

which must engage our att ;
developed in a4 manner which shall not ox_ﬂy be consistent with
the wider vision, but shall be appropriate to its own im-

mediate requirements.

]
|

Commission h
ags an  all-lndia
India, but also th
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17. Federal development in British India.—We¢ have no
doubt that apart {rom the importance of designing a structure
into which the States may later fit themselves, the econditions
of British India itsclf point clearly to a federal development
[ndia under the old system of bureaucratlic government was
adwministered on strongly centralized lines. With the first
steps along the path of demoeracy il was necessary (o relax
control at the centre, and as the Statutory Commission point
out, the completion of the policy ecnfained in the announce-
ment of Augast 20th, 1917, was piclured® Ly the authors of
the Montagu-Chehmsford report in the form of *“ a congeries
of self-governing Indian provinees associated for certain pur-
poses un’alcr a  yesponsiinle Goveruinent off Tndia . This
remails noour opinion the only feasible poliey for translating
vesponsible justituiions into a country containing o huse a
population and sueh diverse elements.  The aceepianes of the
federal idea for British India carries with it the oblization to
gle\'clup as rapidly as possible the emergenee of the self’—s:'(‘,vern-
ing units which mnst form the component parts of the federa-
tion.  Ax the Oommisston point ont, we shall be engaged on a
process which is the reverse of normal. We Ao 1ot start
with scii-governing states which agree to combine.  We have
already  an administrative unity, and onr fivst task is 1o
(Iomenfr;:]‘ize with a view to permitting the development in
the mvovinees of that degree of independent activity  which
should eharacterize the units of a federation. We are, there-
1'(_)1'0, e full agreement with the hroad aim of the §Z)I‘nmis-‘
sion to give {o the provinees the maximum of antonomy con-
sistent with the interest of India as a  whole, and to make
each provivee as far as possible mistress in its  own honse.
But in teliowing this policy we must he eareful not to
sacrifice the spivit of national unity which has eradually been
(’l(:«du)‘):n_;z' nnder the  centralized British administration.
.We require a vigorous central aunthority capable of sustain-
g the heavy burdens that necessavily fall upon it. It
will he responsible for the defence of the country aeainst
o.ﬁernal attack, and for the maintenanee of the nlli}n::t; coﬁ—'
ditions of internal tranquillity ; for the finances of Tndia as
a whole ;_md itg credit in the markets of the wovld : for ltq
commercial and tariff policv ; and for all those T]L‘l’ﬁ(‘i\' (,;;'
common coneern which must be handled bv a central (}6\"el‘n;
ment,  [If should he in a position to mobilize the nxporioﬁe
taleut and vesourees of all India for the more efficient pyrg oé
of snch objects as agrienltural, medieal or economie rrxge;;:g];
Tt must also possess powers of intervention if developments

—

e —————

*Joint Report, para. 120.
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in any provinee are such as to affect any other part of India
or the administration of any central subject.

.18. The problem at the centre.—The most difficult
problem that confronts us is what form this central authority
should take. It is clear that many of its functions must for
some time continue to be exercised, as they are at present, n
responsibility to the ultimate will of Parliament. The
material foundations of modern India’s life have been laid by
{he hand of Britain, and in the process British interests have
come fto be deeply engaged in India. A history to which
Britain can look back with pride has left results which pro-
foundly influence the present. The security and the prosperity
of India represent an interest of Britain as well as of
India, and an interest of such magnitude that Britain canuot
afford 1o see it jeopardized. It might be argued that as avy
complete form of responsible government at the centre
is, for the reasons we have just indicated, in present
conditions impossible, no attempt can usefully be made
to invest the Government with any popular sanction.
A ceniral Government should be constructed which
would throughout the field of its functions be plainly
responsible to Parliament alone, and in order that the
executive might fulfil these vesponsibilities the legislature
should be so coustituted that it could be depended on to grant
to the executive the money and the legislation required to
carry out the poliey of Parliament. The legislature wouvld to
some extent refleet opinion in India, and its views would be
taken into account before decisions were reached. But when
once the Government of India, in agreement with the Secretary
of State, had reached conclusions, the Indian legislaiure
would be content to implement them. Such a Government
would no doubt be strong in the sense that it could count on
getting its own way. But it wounld be wholly deprived of that
element of sirength which comes from the support of publie
opinion. We have set out this alternative quite frankly, for
it represents one of the logical extremes, as complete self-
government represents the other, and when proposals for
some intermediate position are put forward and are attacked,
as they well may be, on the ground that they may Iead to di-
vided counsels, it is important to realize clearly that the two
extreme positions are impossible. The Statutory Commis-
gjon had no doubt on this point. They stated that as a mat-
ter of vractical politics there could be no question of going
back to a previous stage by providing that the Assembly
should have an official majority or by reducing its powers. On
the contrary, they have addressed themselves to the task of
considering how the machinery by which Indian political opi-
nion expresses itself and exerts its influence at the centre
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may be improved. We arc in entire agreement wit i
view. The solution of our difficulties is not to } \{-Y] b this
attenuating the channels through which Indi " Oull'd' oy
epinion {inds expression, hut rather hy harrllzgl*1 1 p-out‘ma‘l
opinton to construetive work, so that what is fsm‘g that
danger to the stability of Government may I‘)e‘c;; p}tes(sl}ﬁz "
1ts main support.  The Statutory Commission hlvrm l(l‘d~mt0
pobit 1n words which we would desire to en;lorse e put the

¥a6 N ali 1 1 1
Nationalism is a force with immense power for good
01 gvﬂ, and the task in the future is to utilise
that force for constructive ends, Fop ll‘ltiOll(;]
» ) X ] " ! . s b2 ) I
iStﬂnltO}Ume]nt'b that fail to find an appropriate
tlet for their energies te ¢ strife and
outlet for g end to mere strife aud

~ 19. Suggested conditions of a solution.—The condit;

of the problem suggest to us the importance of de}ll;](lltll( e
clearly as possible the purposes which Britain must cmiﬁ) vd .
to safeguard in India, and making it plain that where thl:)ie
purposes are not concerned India should be free to manage hze
own affairs.  The British Government must satisty itqu% 01'1;
certain essential points, for instance, that the defehée oi' India
from external attack, which rests, and for many y‘e'u's must
continue to rest, largely on British troops, is full :tssu : lfll ;
tba_t'relatlons with foreign States, with ’the ultg’m(at‘ Cos
sibilities of war which they involve, are conducted ungcp(i);:;
authority ; that the conditions of internal Secufitv are mlai '
tained ; that financial obligations arve provided for and t!n:
requisite financial stability and credit of the country éilh
quately securced ; that reasonable treatment is acc<>ffiel(1?-
minorities ; and ‘that unfair diserimination is not pra t(";(l)
agmnst any section of the community. In (;111' 0 ip'cC LZIL(
ult}mat.e control of these matters must in present %tﬁignt l%
reside in the British Parliament. It would ‘be u d»'l"'l ol
thz}t.npon Parliament rests an obligation to se(’ml':e L(;c:’rj&qd
detinite purposes, and that for these express purpjmes it y
be necessary for Parliament to iutervene at :in’ ot
in the administration of the central (}overnmen(t }V‘If)lon}t
thes'o purposes are not affected, the policy and'admh.listra;ime
at the centre may properly be regarded as the conr:m-l O?
India alone.  From this point of view the activifie;' ; tl("i

central Government might perhaps be viewed as f:ﬂl" (f)r ot
three categories. There would be, in the ﬁrst‘ pl(actanbtligto‘x
subjeets in \vhioh. the interest of Parliament might };(x .
pected to he eontinuous, such as defence, foreign'ai'fairé 1glx-
preservation of general tranquillity and the fulﬁlnltlr{i" (;(t)
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Secondly, there would be subjects in
would be interested only oceasionally,
e clear that the policies pursued were
es which Parliament wished to safeguard.
We should be inclined to include in this category the methods
Jf taxation by which the revenue of the central Government
iff and eommereial policy, and the manage-

is raised, the tan
ment of railways. We should expect these matters normally

-0 be directed in accordance with the views that commended
themselves to the majority of Indians, but subject always to
e vossibility of Parliamentary intervention if any of the
yurposes of Parliament were threatened. Finally, there
would be a range of subjects in which we should hope that a
sopular policy would seldom, if ever, come into conflict with
the responsibilities of Parliament.  Such would be, for in-
stanee, the general economic development of the eountry,
industrial poliey and questions of lahouy ; the ovdinary ad-
ministrative services which the central Government carries
out, such as the management of the postal and telegraph
svstems or the customs administration ; the development of
communications whether by land or air; the co-ordination
of those activities which form the primary concern of the pro-
vineial Governments, sifch as education, health and agricul-
ture ; the promotion of social reform, and many other matters
of great importance to the welfare of the community. Again,
the seloetion of the representatives of India at Tmperial con-
ferences or at the League of Nations, and, subject to any over-
riding considerations of Tmperial policy, the instruetions
given to them appear to us to be matters which might well be
loft to the determination of India. The relations of India
with other parts of the Kimpire must naturally be of cogcern
to His Majesty’s Government. But we should hope to see a
development of the existing practice whereby India is enabled
to deal direct with the Governments of the Dominions
in ceriain matters that affect her closely. Generally; ir
regard to the sphere in which the central Government might
expect to be allowed to pursue 1j;s own policy, we think it 1s
important to remember that it 1s pl:oposed to hanq over to
responsible Governments in the provinces the administration
of all the functions which most closely touch the life of the

people. Tt seems to us evident that in some form or other

comparable activities, which are the charge of the central
Government, should also he administered in relation with the
popular view, provided always that the broad purposes of
Parliament which we have deseribed above are not affected.
The precise form by which.pnblie opinion mayv make itself
felt in a Government, which must he prepared in certain
mattors fo he guided ultimately hy the will of Parliament, is
the cardinal problem that confronts nusg. We offer our own

inancial obligations.
vhich Parliament
f and when it beca
affecting the purpos
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ses to which the Commission themselves give
¢ Origsa and Sind.
as {0 a separate provinee of their
In their letter the Government of
Bihar and Orissa have drawn attention to the need of making
early investigation into all relevant factors with a view
to satisfying the very natural desire of the Oriya-speaking
peoples to possess an administration of their own. The
claim of Sind to he a self-contained unit has become inereas-
ingly prominent in recent years. The preponderance of the
local population is Muslim, and their claim to separation
from -the Bombay Presidency has been ardently advocated.
Neither on Orissa nor on gind are we yet in a position to
tender final advice, but we urge that enquiries be set on fool
at the carliest possible date. We should not contemplate en-
trusting the task to a single Boundaries Commission. The
two problems are not connected, and we would suggest in-
vestigation by two separate committees. We wish to
emphasize the need for expedition in reaching conclusions on
{those two outstanding cases, which are respectively of funda-
mental importance to the two provinces of Bihar and Orissa
and of Bombay, as they now exist, in order that, if. new
arrangements are required, they may be introduced simal-
tancously with the new constitution. We conceive that the
Qind Committee will be concerned primarily with the ad-
ministrative and financial aspects of separation, for the ques-
tion ismot one of boundaries. In Orissa on the other hand
difficult questions of future boundaries will be directly in
issue. :

Other possible readjustments of provincial houndaries
ghould in our view stand over, until opinion has more clearly
d itself. It would be for the mew administrations

themselves to take up such cases as they arise.

We note in passing that the separation of Burma may
involve readjustments of the boundary between that province
and Assam. To this reference will be found in the letter of

the Government of Assam.

99. The abolition of dyarchy.—In agreement with the
greal mass of opinion in this country, both official and non-
official, we accept in principle the recommendations of the
(lommission for the reconstitution of the provincial Govern-
ments. In so doing, we do not associate ourselves with those
who pass an unqualified condemmation on the existing disposi-
On the contrary we pay our tribute to those who

two particular ca
their attention ar

The claim of the Oriy
own is of long-standing.

expresse

tions.
planned and those who have worked the provincial constitu-
tions. Dyarchy in the provineces was never intended to be

more than a transitional device, a first step on the difficult
| C
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be raised 'from three to five years. We join with
1 Governments in aceepting the proposal.
gize.—The Commission criticize the size of the
present councils and find them too small. They suggest that
unless an increase in the size of the electorate is accompanied
by an incrcase in the number of constituencies the reality of
representation may be prejudiced. They remark that in-
creased membership of the provincial councils will facilitate
their plan of representation at the centre. 'The recom-
mendation which they make is that in the more important
provinces there should be an immediate increase to a figure
between 200 and 250.

We accept in prineiple the suggestion that there should
be a material enlargement of the provincial legislatures suit-
able to the new counditions, hut we would be reluctant to
propose precise figures reached on @ priori grounds. The
matter shouid, we consider, be included within the terms
veuce to the Franchise Committee, in order that the
al legislature may be decided on the basis
of ascertnined needs.  Any substantial increase in the clector-
ate will cortainly necessitate an addition to the num-
her of the constituencies in each province. The prov-
incial Governments recognize the need  for enlarging the
legisiative councils ; but their general view appears to be
that so large an increase as the Commission have in mind
mav he uusuitable to thelr ceuditions.

tares should
tiie provincia
94. Their

of reie
gize cf cacli provinet

reasons given hy the Commission it will still be
necessary for some time that the Governor should retain a
strietly limited power to nominate, but we doubt whether,
when the Franchise Committee have completed their labours,
it will be found necessary to give a power of nomination
quite on the scale which the Commission have in view. We
agree that no special provision should be made for the election

of womenn.

95. The disappearance of the official bloc.—The presence
.1 hloc has been a noticeable feature of the present
dyarchical cvstem, and essential to its working. We agree
+hat with the abolition of dyarchy, the official bloc should no
Jonger he retained. With the exception of a small nominated
element, the provineial legislatures will be wholly elected ;
free play will be given to the formation of parties, from
which we may expect to emerge correct principles of minis-
terial responsibility.
o6, Constituent powers.—The question of granting to
incial jegislatures constitnent powers raises difficult
oth constitutional and practical. The Commission

Kor the

of an officis

pl‘OV
issues,



20

suggest that after
er ten vye:
have the . years the provinej .
by the mé)t(f)wel to.set m train ccgtaivmc.lul councils should
changes tod of ““ constitution ln b posals tor change
changes would be limited {o those aff resolution »’, put the
depe ‘“&llorcement of a constitutio ceting the electoral law.
tl I I ent on the grant of a cert'gmal resolution would be
1e resolution refleeted tl, icate by the G :
and of eeted the general oping ¢ Uovernor that
any community snoec L opmion of th -
also the coneyrr )'bpemau}; affectod e province
W currence of the Governor (e anii would require
Y¢ We ) ceneral.
the prn\ri\:)((a"(-"(]mul(' the proposals of the ( i
Weore 1al iegislatures this moeasyy ¢ asion to give to
chi)% ltl;bl{zlctlcable to do so, w MU'01011. Cagpiment power.
s . But with one poscint, ¢ Would gladl 4
o . v possiblo addits g y enlarge its
presently refer, f I e addition, t i se 1
Ly reter, for the ereatj . » to which we shall
orave difficultio in o reation of a sec Sha
g iculties in o L a second eh .
- HIC 2 iving this nr amber, we se
. ’ g . ; ¢ see
;)‘“,n within the anbi f;f {lllls 1)llocfdure-any wider extension
v statutory provisioy ¢ clectoral le listri N
. 1'C “ . < aw t g IR
betwoen the ]I'O )Yl‘al()l] of the balance of l)t(i'il"btllbu“on
: T, 'presentatives of diff - political power
interests in fixed proportio . iferent communities and
sible offeets of oloc us immensely complicates "
now he (dbi()t c:icctoral change.  The iiiiti':{l?ll'mate'b the po:
] o g 7 : b 18 3 L.
('()n%nll‘n"'m( ¢ under the authority of .Parli‘amo:xrt)o'stltlo'ns poll
S(-m.b!(-(‘{ ton with the representatives of Bri“cis]l }elt" after
fpoe In meeting at the Ronud  Table ¢ 81 India s
row open those dispositions t d]) ¢ Conference. 't'n
S]OS § o carly revisio -
sion by local

Judice the endeavour to initi ]

e ) Initiate a : i T
Government 1 the - proviness (Tiulli,\r responsible systefypr¢;
elector es. It 1s reasonable t 0

toral system set up at the heginning of the refor hapa e
rest on the assumption that it will ¢ 7 he reforms s'e th
political conditione ar 3 endure at least unt poul

: s are established, after experi ;0 new
new Governments has been obtainea F e ences il 1
do not anticipate that Indian Oplini . il o hose rea;: of the
that ot eapate that Indi on will resent the p:%Va
onstitutional resoluti D
1at > solution "’ may b
vincial legislature il af — ay be passed b; 4
inaugurafi R thlén;fllé v;::tierrg tthe lapse of some years 1210
and freedom of the consti'fsu‘exf’zn r.)mlelth .}C'e.g ard to the 00} the
must remai . uent powers, 1t is clear 2pepe
it T lain under some limitation, at least car that thAp
at large is prepared to abi ] ast until the country?
mental prinei I[ :d to abide by what we regard as e
e principle of responsible government as a funda-
a;wioluz Z)f la majority decision. While thglr(:fname[y, the
xious to lose D 2 fore
tion the seeds Ao opportunity to place withiy t} Conti
o t seeds of its own growth, we aeree { i the constitu-
addition which we have suewestod oo that, subject t
diserss Ve sngeested ahove, k Jeet to the
seuss, the range of the eonstituent pos and which we now
provineial legislatures should he s m’T’O\wr accorded to the
£107. s Ypo o
1‘)7 . posed by the Commis-
27. Second chan —
Roonnd AlvevmaTiaan 2o Ll]bers. _—! he ;n"(‘)“”nl‘)nts for 1
1¢ provinees ha voand against
S have been fully set ont by

-

P

21

who have themselves not found it possible to
make a u us recommendation one way or the other.
"There wWas a ouilal diversity of opinion among the membeys
of the Indian Central Committee. Among the provincial

Bombay. the Punjab, the Central Pro-

Governments, Madras, )
vinces, and Assam do 7ot desire second chambers. We under-

stand that this represents in all cases the unanimous view of
both sides of the (Governments, except only that in Bombay
one member of Couneil supports a second chamber for that
proviuce. All members of the Government of the United
Provinces are in favour of the establishment of a second
chamber in that province. In Bihar and Orissa also the local
Government, without any dissentient member, advocate a

Government of Bengal is

second chamber. Opinion in the
n their letter that some members are

divided. They state 1
strongly in favour of a second chamber, and that the re-

mainder are doubtful. In these circumstances the local Gov-
ernment express themselves as having decided to maintain
the opinion in favour of a second chamber which they
expressed in their memorandum to the Statutory Commission
in 1929.

'he matter seems to s to be peculiarly one 1n which
regard should be had to local conditions. We would not
propose that in any province a second chambeyr should be
made a condition of advance. Where local opinion favours
and local conditions seem to require a second chamber, it
should in our view be set up and incorporated in the new

constitution. The problem has now been fully investigated
by the Statutory Commission, and we have before us the
provincial Government. Their

considered views of each
knowledge of loeal conditions and local requirements is
necessarily more intimate than our own. We therefore

accept the recommendations of the Governments of Madras,
Bombay, the Punjab, the Central Provinces and Assam
that there should be no second chambers in those provinces.
Similarly we accept the recommendations of the Govern-
ments of Bengal, the United Provinces, and Bihar and Orissa
that in those provinces there should be a second chamber.
If effect is given to their wishes, we should suggest that the
manner in which the upper house should in each instance
he composed in those three provinces ghould be left to further
investigation by the Pranchise Committee in the light of the
suggestions which the three Governments have put forward.

ree that in five of the eight provinces, there
titution of the new constitution, be a single
we associate ourselves with the view
t of Madras that future eircum-

the Comm

While we ag
should on the 1ns

chamber legislature,
expressed by the Governmen
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stances may create a demand for a sccond chamber. We
accordingly accept the suggestion of the local Govern-
ment that the subject should be included atnone those matters
on which after ten years a ¢ constitutional resolution 7 may
be pusso'd, and would apply the provision to  all provinees,
leaving lt‘(»ll(‘ll to a provinctal coundil to  recommend the
c_r(*.atu'm ol a second chamber where none exists or the aboli-
tion of one that has been set up.  We do not take it as certain
t'hut no provineial council will pass a resolution to substitute
‘1(!1' aunteameral a bicameral system.  The suceess or failure
of seeond chambiers iu those nrovinees where they are estab-
lished will, we have no  doubt, materially shape political
opinion in those provinees which relain o single chamber
legislature at the outset of the new system.  We would sug-
gest that a resolution dealing with the cereation or abolition
of a second chamber should reguire to be supported by nof
less than three-fourths of the votes of the legislature instead
of the proportion of two-thirds suggested by the Commission
for other matters. If it were proposed to abolish the upner
house, the decision might be taken in joint session, and the
resolution if certified by the Governor should in our view he
subniitted by the Governor General to the Seceretary of State
and laid before Parliament for its approval,

T'he suggestion of the Commission to set up a small expert
revising body to which legislative proposals could be suhb-
mitted belween the report and the third reading stages has
attracted little support.

28. The franchise.—We¢ agree with the Commission that
with the establishment of responsible Cahinets in the pro-
vinees, the present franchise for the provineial legislatures
will he too restricted. We accordingly accept their recom-
mendation that there should now be such extension of the
franchise as is reasonably practicable, and that the investi-
gation of this matter should be entrusted to a specially con-
stituted Franchise Committee under an impartial and ex-
perienced chairman. The arguments used* hy the Commis-
sion Ioz}ve no room tor doubt that the immediate adoption ot
adalt suffrage is wholly impracticable. The precise extent

to which the franchise can now bhe widened is a matter on .
which, in our opinion, it is not possible to form conclusions

until the problem has been investigated by the Franchise
Committee.

~ There is under the present system no nniformity of the
tranchise qualification in the different provinees ; and it is
clear that while the franchise continnes to rest for the most
part on a property qualifieation direetly related to land

revenue payvments, no preciselv wniform svstem is possible.

-
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The views expressed by the provincigl Governments suggest
that the extension of the franchise may \\"011 be-greater
in some provinces than 1in <>'fhor,<. The Government of
Bombay consider that the franchise slvl(.)ul'd }?e widened to the
oxtent of trebling the electorate, hut this s hu‘(hguf thzn.x most
provincial Governmeiits are prepared to go. Some indeed
enter a caution against the too rapid enfranciisement  of
ignorant and illiterate voters simultaneously with the intro-
duction of a new system of government. Our general view
is that it might be unwise to tie down the Franchise Comw-
mittee to auy pre-arranged percentage of el'lfl‘anchls_emer‘ft.
We would be glad if it were found possible, from province to
province, to reach tlic enfranchisement of 10 per cent. of the
total population recommended by the Commission, but we
would leave the Franchise Committee free, for valid special
reasons which they may find to exist, to adjust their recow-
meitdations to local conditions.

Tn the course of their investigatious the Committee
<hould be directed to examine in each province the feasibility
of introducing an additional qualification based on education.
The Commission’s suggestion of this new ‘qualification
has received a considerable measure of support from some pro-
vincial Governments, but from others has not escaped cri-
ticism. For example, the Governments of the United Pro-
vinces and the Punjab question the soupdness of the quali-
fication ; and though it may be suitable in some provinces, it
is possible that it may not be appropriate in all.

The Commission recommend that the Committee should
be instructed to have due regard to the respective claims of
arban and rural areas, and to the rights of women as well
as of men. It is further suggested that the Committee should
devise such qualifications as would secure as far as possible
the same proportion of voters to population in different
communities. At the same time the Commission deprecate
different sets of qualifications for voters of different religions
or races. We have no doubt that the Franchise Committee
will keep these important considerations in view. The Com-
mittee will not however he able to treat as first prineiples
both these recommendations, namely, that there should be in
each community the same proportion of voters to pgpulatwn,
and that the franchise qualification for all communities should
run on the same level. In some cases their results may be
found to be mutually contradictory, and we anticipate that
gome adjustment by compromise will be needed in their apph-
cation. 1t has been remarked on past occasions that, after

religion and race, the boundary between town and country is
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the greatest dividing line that vuns through the Indian people
In more than one provinee the Commit{ec may find (tll‘llf S(Em(;
read,]u.s:tment 1s neeessary  of the present 1'0pres:'n‘tation
respectively of uwrban and rural areas and we /&ﬂt‘l(‘],l great
mportance to seeuring genuine and effective I‘Upl/‘éslellt?tlil(‘)n'
of rural interests. With the broader aspects of f(:ln‘lle
suffrage we shall deal in our next paragraph. ‘ L

In agr it -ovinci
i) dal‘eeme)nt with the provineial Governments, we would
p t_lt 1d‘§ ] arhqrpent should not commit itsclf to the
;}n};ftom ment after fifteen years of a second Franchise Com-
ee.

I( h

L S g (e st v of hs e
important part now ])in(rl ;"('pl‘.nflfe (:ha}_)tm tvo the 11;91‘ezlsl.ng_1y

s , g played by the women of India in
social reform and generally in public affairs. They consider
thai the women’s movement holds the key of Progress ‘ and
ro‘bs.erve that the results it may achieve are incaleuiébly great
This estimate of the importance of the women’s movemént.
leads the Commission to conelude that Tndia eannot reach the
position to which it aspires in the world until its women l:
their dne part as edueated eitizens, | Py

The suggestions for the enfranchisement of women made
by the Commission in the sccond volume of their re )( t
iqollow direetly from the conclusion which they reach i ’[Il OF'
nrst volmme.  The  Commission ()bsm'w"‘;‘ ﬂ(‘x- 1 ! '}i(}ln
provincial legislatnres in  exercising the ()pt‘iu;;J all“) Hi
;1(‘)1\'t(}~le£1(1f enf fmichising l\vomon on the same férms Hs‘(;:’:gh
ave made a gesture of hieh significance, it has roma;
ouly a gesture, hecause fe\\; WO;('}H“;;:“};;HI; (l)l\(fi:l wmdmféq
in ‘rho.n' own right. In consequence, under thepr?'re)géi
franchise the proportion of women as V(’)tCI'S I8 stiH eXF' n I1l
low. In order to correct their proportion thé Com nission
:Vesl(:lxélrrlneu(g the addition of two special qualiﬁc;tiogl%lssi%rrl
voters ; namely, heing the wife over 25 vears ¢ '
of a man who has a pro (g'i - qualification. to wots of age
:iecondlfy,} !>ei111g ;,11 wi('!()\\anI()n' t.lslai(:llz];;l;(leﬁ\(\%t(l)zle] htl(l)%ly;;}ﬁ ;1ta?1(11’
me of his death was ¢ alifie 1 addition. nnder fhe
Commission’s scheme, \??)11(11(1511(11]1(?\5@(}1' ‘)Pl a((l(}ltlon, et the
possess the suggested ed ional i OF age who
poss 3 uggested educational qualification would also b
ranchised in their own right. o be

r y N 1

d,l hﬁse suggestions have called forth much eriticism and

h c
avx]rrﬁo 01%‘1(~(:C1‘i‘(‘)7r}lle£}fle(l).p?rll‘i3(})7 would fl;)e acceptable to any consider-

ble  seet n m the country. T}

s [ AN o $ 7 ] V. . v ) le aro‘ 1 ‘
(ilr;l;dtlﬁlst the t(?or‘nml.s.sl‘on’s proposals have heen wellhlﬁgtmgfl't
¢ report of the Government of the Unjted Provinces, in
STy L
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which it is suggested that in the existing conditions one
practical result of the proposal would be to give to the family
of the low caste Hindu voter, whose wife is able to go to the
poll, a second vote; and thus give them twice the voting
power of many of the higher castes, and also of many of the
Muslims, whose wives would be debarred from recording
their votes by the operation of social custom. At the time of
the last reforms the enfranchisement of women was considered
by the Joint Select Committee of Parliament, who felt that it
was not desirable that they should attempt to settle the ques-
tion themselves. Their view was that the enfranchisement of
women goes deep into the social system and susceptibilities of
India, and is therefore a question which can ouly prudently
be decided in accordance with the wishes of Indians consti-
tutionally expressed. It was in pursuance of that view that
provision was made in the electoral rules of each province
leaving the decision on female suffrage to the provincial
legislature. In their replies to the present reference the
majority of provincial Governments have taken somewhat the
same line. We agree with them that it would be unwise to
attempt to force nupon India measures for the enfranchisement
of great numbers of women. We suggest, therefore, that this
matter should continue to be left to the decision of the pro-
vincial councils, and we consider that the subject can well
be dealt with by them in the constitutional resolution to
which we have referred.  So long however as the principle set
out by the Joint Select Committee of Parliament is main-
tained, we think it to be a proper course that the suggestions
of the Commission for the special enfranchisement of women
shonld he further investigated by the Franchise Committee.

Communal representation.

30. The Hindu-Muslim impasse.—The problem of cow-
munal representation has been rightly described by the Com-
mission as a highly controversial and most important subject.
On its solntion will depend in no small measure the success
or tailure of the new constitution.

"he Commission’s report contains a carefully prepared
asoned examination of the issues at stake. The
hed is that in the absence of agreement between
the Hindus and the Muslims, the Commission* ‘¢ are com-
pelled to assume in this matter, a continuance of separate
communal electorates ’’. If there are to be 'cpmn.lunal elec-
torates, the outstanding question left for decision is the pro-
portion of seats in the various provincial pouncﬂs to be set
aside for Muslim members. After expressing a hope that a

[

and closely re
conclusion reac
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renewed effort will be made between the two communities
themselves to reach an accommodation, the  Commission
offer several general expressions  of  thoiy opinion.  "They
hold that in view of {he weakness of the Muslim minority
six out of {the cight proveices, the present seale of welghtage
m favour of Muslims in those six proviuces may properly be
maiitaied.,  On {the of her hand, the Conuuis<ion rauge them-
selves definitely against the ful] claim put Corward by the
Muslin community that, while retaining their weightage in
the six provinces, the present proportion ol seats secured to
Muslims by separate cicctorates in Bengal and in the Punjab
should e colaraed 1o ligures proportionate to their vutio of
population.  Seized with this dilemma, the Commission offer
the Musliim commuuily a choice between two alternatives ;
either, so 1 wouid appear, representation on a basis of tleir
popuiation in Beugal and thoe Punjab, but with the loss of
their weightage in the six provinees ; or joint electorates by
mutual consent in Betigal and the Punjab and the existing
seale of weightage elsewhere, Theve has been no indication
hitherto on the part of the Muslim community of any dis-
position to aceept either of the two alternatives suggesioed
for their consideration hy the Commission, Nor has the com-
munity given any support {o the scheme outlined in appendix
VIII of the veport for substituting for communal electorates
a plan which purports to combine Joint electorates with the
exclusion of candidates unacceptable to the community
affected.

While the Commixsion hold the view that, in the absenece
of agreement hetween Hindus and Muslims, communal clec-
torates must remain, the majority of {he Indian Central Com-
mittee helieve that wider considerations must override the
wishes  of  particular communitics, and recommend that
communal clectorates should he abolished. Their proposal
Is that in provinces other than Bengal  seats should be
reserved in joint electorates either on g population basis or
on their voting strength, whichever may be move favourable to
them, and that they should be permitted to contest other seats
I general constituencies heyvond the number actually reserved
for them. The Committee proposed that in the P'unjab the
Hindu and Sikh minorvities should be given the privilege
which they recommended for Muslim minorities elsewhero,
But for Bengal they  suggested that there should be 1o
Separate clectorates and no reservation of seats, and that the
™wo communities should vote together in a joint electorate,
These majority recommendations of the Committee were ex-
tremely distasteful to two ouf of the three Muslim membersg
of the Commiitee, and drew from them a vigorous minute
of dissent.
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i -efer he solution
/ is opportunity to refer to t lution
Lasu}fdw'? tf:lll{g llc\?ehrupgeport, whose authors lt(?c(é]f' dbi;ci
put fo-r.‘}valtl rlt1 separate electorates must be comp e ~t§) "
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b commumthere should be reservation of seats, when
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acreement hetween their Hindu and Muslim members. The
Furopean members of the Government have come to the con-
clusion that representation on the basis of population is the
fairest method of distributing the seats in the general consti-
tueneies ; and that any \\'elghtag:e t]u_xt 18 to be given to the
non-Muhammadans in respeet of their wealth, education or
position should be allowed for in the special constitueneies,
In the Punjab the posttion is singularly complicated owing to
the rival elaims of the three communities ; the Muslims, the
Hindus, and the Sikhs. The official members of the Punjab
have worked out a carvelully balanced scheme for the com-
position of the mnew  provineial council, which gives the
Muslims a majority of two over Hindus and Sikhs combined,
and a proportion of 49 per eent. of the house as a whole. The
scheme satisfies neither the Muslim nor the Hindu nor the
Sikh members of the Government, but in our view merits con-
sideration, subjeet to remarks which we shall presently make.

On the more general aspects of this baffling “problem,
we consider that it may he a legitimate grievance to deprive
Muslims in the Punjabh and Bengal of representation in the
councils in proportion to their population merely because
of the weightage allowed to Muslim minorities cisewhere.
At the same time we appreciate the ohjections to communal
majorities in the legislature guaranteed on a population hasis
at the wish of a majority community through communal con-
stituencies.  Various suggestions have heen put forward for
meeting these objections. Assuming legislatures returned
from general plus special constituencies, it has been suggested
that in Bengal and the Punjab the general communal consti-
tiencies should be so distributed as to give 10 commuirity by
that means alone a elear majority in the legislature as a whole.
The majority community could he given communal consti-
tueneies on the population hasis, provided they did not con-
stitute a majority in the legislature, to obtain which it would
have to succeed in returning members in elections to some, at
least, of the special non-communal constituencies. Another
suggestion is that put forward by the official members of the
Government of the Punjab to which we have already referred,
where the Muslims though having a majority of two over
Hindus and Sikhs combined would not command a majority
in the house, the balance consisting of two seats allotted to
Furopeans and one cach to Indian Christians and Labhour.
A third suggestion is that communal diseriminationg though
applied to clectors should not extend to candidates. Thus a
Hindu would be eligible under the clectoral rules to represent
a Muslim constituency and wvice versa.

The existing differences between the voting strength
and the numecrical strength of the various communities lie
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2 ) the present difficulties. . When with .the exten-
gitoflllzi}otggeogrzlnc}%se these t?iﬂergmg&s t%farl))(i?illat?;? tﬁ:
voting strength more correctly reticcts the populatio ' he
justification for communal eclectorates for majority cot
ﬁﬁgif}c(i}:stlx(\)zould cease. The perplexity which nowlpll)‘?se?bi I;ts
self of deciding between Egel appareéllstg(r1 :@z(;?ncll Ia: tﬁi: 3’icw

i nities would have pa . view
;;)lfer;‘:ia;ljluscgiln;ﬂls now to be made may be regarded %‘; Si?l‘%{leé;
what we hope is merely a temporary purpose‘.1 letdgltbes,
as already stated, that the privilege of communa ?. ?c O;ath
where they now exist shonld not be taken away withou i
consent of the community concerqed, and that such cqnsgll
should require the votes of _two-thlrds of the membfzrs 1143t 1e
legislature of the community _concerned. But vsetha gcl
importanee to providing machinery in the Act for e1 12
appearance of such electorates and for their future rtelz1 acto
ment by normal systems of representation more suite
responéible self-government on democratic lines.

1. 'The representation of the Sikhs.—We have r%fegged
brieﬁ3v in the- greceding paragraph to the bearing ot t§1kh
representation on the adjustment of communal propor 1onds
in the Punjab legislative council between the Hindus an
the Muslims. The problem arises only in the Punjab. In
no other province are the Sikhs given separate representa-
tion. Their communal electorates in the Punjab date from
the last reforms. The authors of the Joint Report, whose
condemnation of communal electorates is well known, made
an exception in the case of the Sikhs on the ground that in
the Punjab they are a distinet and important people, who
supply a gallant and valuable element to the Indian army,
bnt who are everywhere in a minority and for that reason:
go virtually unrepresented. They accordingly proposed to
extend to the Sikhs, and to the Sikhe alone, the system
already adopted in the case of the Muslims. The Sikh claim
was specially considered by the Franchise Committee of
1918-19 and they were given 12 out of 94 seats in the Punjab
legislative council. They have consistently expressed dis-
sabtisfaction with this proportion, and Sikh leaders have
adhered to a claim that they should have not less than 30 per
cent. of the total seats. The present position, as we
anderstand it, is that the Sikhs are prepared to accept joint
electorates provided that the Muslims agree, but that 1f
communal clectorates are retained in any provinee they
should be assured in the Punjab of representation on the
basis at least of their voting strength. As the voting strength
of the Sikhs on the present property qualification is consider-

bly in excess of their proportion of the population, this claim
%ogld be accepted only at the expense of the Muslims or the
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Hindus. The proportion given in the scheme prepared by the
official members of the Government of the Punjab, though
higher than the population basis, is less than  the voling
strength of the Sikh community. In his minute of dissent the
Sikh Minister of the Punjab has expressed a warning that the
arrangement proposed by the official members is not acceept-
able to two powerful communities, and that they are not
prepared to surrender on the point.  Put in its erudest form,
the claim made by the Sikhs is that the British conquered
the Punjab, nof from the Muslims, but from themsclves ;
and that it responsible self-government is now introdueed,
they will not submit to a system which places the Muslims
in a permanent majority over both IHindus and Sikhs com-
bined.  We bave given carclul consideration to these difli-
cultics, but so far as the Sikhs are concerned are unable to
propound any better solution than that pnt forward by the
official members of the Government of the Punjab.

32. The representation of Europeans,—With the other
classes of communal representation we ean deal more briefly.
There ean he no  doubt that for the representation of
Europeans their existing separate electorates must he main-
tained. We accept the prineiple that their representation
should, it possible, be in its present proportion, and in pro-
vinees where they at present rely on nomination they should,
in our view, if this be found practicable, be returned by their
own electorates.

33. The representation of Anglo-Indians.—We agree
that as regards the number of Anglo-Indian seats the object
in view is to secure to the community an adequate oppor-
tunity of making its views known in the legislature through
suitable representatives ; and that no  question arises of
tryving to allocate seats on the basis of such factors as popu-
lation and political influence. The community is faced with
very special problems of its own. Tts main interests may be
summed up ag entry to the serviees and educational facilities.
So far as concerns the former the field of employment which
1£ of particular interest to the Anglo-Tndians is to be found
under the central Government, especially in the Railways and
the Telegraph department, and in a later passage we refer
specifically to the possibility of giving such protection as may
be practicable to their position on the railwavs. But their
educational problems fall within the provineial sphere, and
we regard it as important that {hey should he enabled, parti-
cularly from this point of view, fo make known their needs
and theiv case. Subject to further invesfigation by the
Franchise Committee, we are disposed to accept the sugges-
tions of the Commission for increasing the total number of
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eals ¢ Anglo-Indians, and to think that wherever
;%th?bﬁlotﬁ}gﬁ' t1(')epre§entation should for the present be by
warate electorates.
prdl:—’:;tc'l(‘ﬁ representation of Indian Christians.—The Com-
missioﬁ state themselves to have been 1mp_resse§1 l_)y.’chew
fact that a representative deputation of .Indlan Christians
which met them in Delhi evinced their readiness to be merged
in general electorates, and for that reason they have recorded
a decided preference for t_he reservation of seats in the
case of Indian Christians in place of separate electorates.
The present position is that Indian Christians have separate
eloctorates in the Madras Presidency where the community
is particularly strong and returns five members ; 9very\x:here
else any representation they have is by pommatlgn. From
representations made to us since the publication of the Com-
mission’s report, we understand that the Indian Christians
of Madras are far from willing to surrender their separati‘
clectorates, and we endorse the view of the Government g
Madras that the community in that province should uot | (i
deprived of its privilege without 1ts consent. Profymcl?
replies indicate that in some provinces reservation o ssats
may present considerable difficulties, and that where sepa@lte
electorates cannot be formed, the Indian Christian community
may still need to rely for its representation on nomination
by the Governor. ~
35. The representation of the depressed classes.—The
suggestions made by the Commission for the'rppresentatlﬁn
of the depressed classes have been much criticized by the
provincial Governments. The difficulty of fran,l}n_g for ea(ih
provinee a definition of the depressed classes ’’ is p.robabjg
inherent in any scheme for the special representation o
this class cther than by nomination ; but the Comrmssmn‘s
proposals place a peculiarly embarrassing duty on t%ie
Governor to certify candidates authorized to stand for the
depressed classes ; and the proportlo_n of repgesentatlon
which the Cemmission suggest, namely, in the ratio of three
quarters of the proportion of the depressed classes popula-
tion to the total population of the electoral area of thi
provinces, seems likely to be unduly high. The Governmen
of the United Provinces have calenlated that in that province
the Commission’s proposal would result in the return to
the provincial legislature pf no less than forty members in
place of the single nominated member who at present
represents the community. The whole prqblem of the re-
resentation of the depressed -classes will require care-
If?ul investigation by the Franchl.se Committee ; and at this
stage we only wish to make plain that in our view their
:adéquate,representation sl}ould be secured by the best means
that may be found practicable. Though there are some
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differences of opinion within the community, recent meetings
of depressed classes associations have re-affirmed their belief
in separate electorates.

36. The representation of non-Brahmins in Madras.—
We agree that the reservation of seats for non-Brahmins in
Madras 1s no longer necessary.

37. The representation of Mahrattas in Bombay.—ThLe
recommendation ot the Commission is that the time has not
-yet come for the abolition of veserved seats for Mahrattas ;
but that i.t may be possible to abandon reservation in some of
the constituencies in which scats have hitherto been set aside
for the Muh!'ut‘rz} community. The local Government have
expressed 1o opinion, and, pending further examination by
the Franchise Committee, we retain an open mind.

Special representation.

38. The universities.—We come now to special, us
distinet frowr communal, representation. The Indian
university seats date from the time of Lord Dufferin ; when
they were instituted in the anxiety to make use of any
corporate body of opinion that then existed. When the
present reforms were infroduced Lord Chelmsford’s Govern-
ment found some difficulty in reconciling themselves to
their rvetention. The Statutory Commission, though with
considerable  hesitation, recommend that they should be
preserved, but the number of seats should not he increased.
All provineial Governments, except the Government of Bihar
and Orissa, agree in retaining university representation,
and the same view is taken by the Indian Central Committee.
In face of this evidence we are prepared to accept the con-
tinuance of special university representation, but we take
the opportunity to express agreement with the suggestion
of the Indian Central Committee, which is supported also
by the Governments of Madras and of Bengal, that in order
to secnre a more adequate representation of learning and
the retmn. of representatives possessing special academic
qualifications, the franchise in these special constituencies
should not extend to graduates generally, but should be
confined to members of the Senate or the governing hody.
We wonld observe that this change would not disfranchise
the general hody of  graduates; who may be expeeted (e
vetain theiv  votes in general constitneneies, ever in the
absence ol the mew literary franchise qualification whicl {1y
Corpmivson have proposed, ‘

139. The great landholders—The Commission  deal g
some length with the speeial  representation of the oren
Feadholders, and come to the conclusion that since p(»;s(,;p
possessing the speeial franchise qualifications preseribed fof
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iandholders’ constituencies have been returned in consider-
ible numbers for general conslituencies, their specxal‘xzepre-
sentation is no longer required and should he nbohshed.-
The recommendation of the Statutory Comml.&:swl) couf.h(e'rs
with the view expressed by the Irdian Central Committea
that this class of special representation should be relained.
Fivery provincial Government, ~except the Government of
Assam where there is no special representation of land-
holders, agrees with the Indian Central Committee, and coun-
siders that the special representation of the great landholders
ig still needed, in view both of the position of that class in the
sountry and of the steadying cffeect which it is likely to have
in the new legislatures. The suggested abolition of their
special representation Las been received with feclings of
resentment and dismay by the great landholders themselves,
and one of the first steps which they took on learning of the
proposal was to form a representative delegation to present
to His Iixeelleney the Vieeroy an address, containing a
weighty protest against the withdrawal of their present
privilege. Particular objection has been taken by the land-
lords themselves to the suggestion made by the Commission
that, in the event of their failing to secure representation
equivalent te the present number of their special constitu-
encies, their representation should be obtained by nomination.

We have ourselves no hesitation in holding that this
form of speeial representation should continue. Both the
arguments and the statistics used by the Commission might
to our mind have been used with equal effeet to destroy the
special representation either of commerce or of the univer-
sities, both of which the Commission retain. We have no
reason to think that there was any intention on the pdrt
either of the authors of the Joint Report or of the Franchise
Committee, over which Tord Southborough presided, to
restrict the landholders to representation by their special
constituencies. On the contrary, there were at the time
frequent expressions of the view that their entry into political
life should be encouraged. 'The success In general con-
stituencies of persons possessing the special landlm.'d quali-
fication can rightly be regarded as a healthy sign of a
gweater readiness on the part of a couservative class to
recognize their obligations and take up political responsibi-
lities under an increasingly popular system of Gover:n-
ment. But prejudices still survive, and unless special
constituencies are retained, many leaders of this important
class may still be unwilling to expose themselves to the
hazards of election by general constituencies ; and those
landholders who are elected by general constit.uencges may
prove to be unrepresentative of the landholding interest.

D
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ation of labour was left to nomina-

eats being set aside for that pur-

and distributed between the provinces of Bombay,

Bengal, Bihar and Orissa and Assam. .
The problem was next considered in 1924 by the

Reforms lnquiry Committ

ce which recommended that the

representation of factory labourers in the provineial couneils
shoulé he increased, and that the local Governments
chould be asked to formulate proposals. The Com-
mittec expressed the opinion that, if possible, representation
should be by election. On examination it was not found

I

sossible to introduee an elective system in any provinee,
and the action ultimately taken on the Committee’s recom-

mendation was merely to add four nominated seats, two in-

Bombay, one in the Punjab
giving a total ol ten soats
Burma.

and one in the Central Provinces,
in the nine provinces including

It was recognized at the time that criticism

might be divected to the fact that the only response
to the recommendation of the Committee was to increase
from six to ten the number of seats definitely assigned to

the represent
prominent place in th

ation of labour in a country which claims a
e industrial countries of the world and

whose legislatures are avowedly designed to give separata

representation to separate

classes of interests. It was felt

however that in spite of the actual and potential importance

of India as an industrial

factor in the world’s economy,

her workers were not then sufficiently organized or sufficiently
differentiated in aim or outlook from the general ponulation
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of the «till Immature worke

ation of artificial means whereby they
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f organized labour in the eight provinces and
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1 comnstituencies, and that in the
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other provinees representation should bhe by separate elee-
torutes.

The Statutory Commission proceed with greater caution
and, I\.Ia,]n‘r Altlee dissenting, suggest that, {)011(“1@ further
mvestigation by the Royal Commission on Labour in India,
I every province the Governor should have the duty of
drawing up rules for securing labour representation by the
means which in existing cirenmstances are the best avail-
able. Tf the Governor finds that for the present he must
still resort to nomination, he should consider whether there

are suitable labour organizations which he might consult
hefore making his choice.
We accept the principle that the special represeutation

of lahour shonld remain, at least until such time as with the
extension of the franchise the great majority of their numbers
qualify for a vote in the ordinary constituencies. We would
prefer that their representation should where possible be
by election ; but are bound to admit that the possibilities of
this  still seem remote. Three provineial = Governments,
namely, those of the United Provinces, the Punjah and
Assam, make it clear that they see no present alternative to
nomination.  We are ourselves reluetant to throw the whole
burcden of decision on the Governor in person and weould
reconlmcnd'that the problem should he further examined by
the Iranchise Committee, before decisions are taken cjthier
as to the mode or the extent of labour representation on the
new couneils.
, Provincial executives.
o ;11(2 thI.nilt?.r}f 'G(a;bmet_;:‘—_We acgept the recommendations
> statatory Commission that the provineial Cabinet
should be unitary with every member accepting responsibility
for the whole policy of the provineial Government. We 'igre}a
that provision should he made that the only vote of (‘/e;l‘illf’e
which could be proposed would be one against the ministy "'w a
\\.'hole carried after due notice.  We also endorse ‘rh(:q({s«r;és‘-
tion that the existing seale of salaries should he altérﬁl‘)l}-oc? v
by a provineial statute, e ony
43. Official ministers.—More difficult questions arise out
of the sugeestion that when forming his Clabinet the Governor/
acting inder the superintendence and control of the Governe”
General, should decide whether or not to inelude in it one @
more von-elected persons. The (fommission i)l‘opng;x that
SUC])Y!)(‘,‘]'S(H]S, if included within the Clabinet shou]fi v])(»c('m‘ge
ex-officia raembers of the legislature and they,havo imlio’ated"
that they would, so they conceive, ordinarily be experienced
RN y arily xperienced
Tll(jl'e 1s somc  variety of view in the reports of the
provincial Governments on this proposal. The Government
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of Madras would provide that no person other than an
elocted member of the legislature should be appointed to
the ministry except on the recommendation or with the con-
sent of the chief minister. The Government of Bombay
would exclude ministers appointed from outside the council
on the ground that their inclusion would be contrary to the
principle of responsible government. There are differences
of opinion among the members of the Government of Bengal ;
some favour a statutory rule requiring the presence of an
official in the ministry ; others prefer to leave it to tne
discretion of the Governor ; and others again are opposed
to any official element in the Cabinet. On the other hand
all members of the Government of Bengal are agreed that,
save an official, no person who is not already a member of
the legislature should be eligible for inclusion in the ministry.
Some go further, and would make nominated members in-
“eligible. The Government of the United Provinces have
made an exceedingly interesting examination of the implica-
tions and possible consequences of an official minister in the
Cabinet. His Excellency the Governor and the service
penmber of his eouneil favour inclusion, but the other
‘members of the Government consider that a prineipal secre-
tary would be more in keeping with the general scheme of
the new constitution. All members of the Government of
the Punjab, official and non-official with the exception of one
minister, would specifically exclude any official minister.
In the course of their comments the official members of the
Government state that this is a feature of the proposed
constitution which has been specially singled out for zttack,
and that it has been and will be used as an argument to prove
that the responsibility of the Cabinet is intended to be unreal.
In order that no ground should be left for this allegation, the
official members of the Government of the Punjab are pre-
pared to abandon any official element in the future Cabinets,
provided that other provision be made to secure to the Gov-
ernor the advice which he will need. A very similar line of
reasoning is found in the letter of the Government of Assam,
who siate that the mere retention in.the hands of the Gov-
ernor of the power to appoint an official js likely to be misun-
‘oi;‘erstood and to engender suspleions de@rlmental to the accept-
‘:,fnce and working of the new constitution. The Government
of Bihar and Orissa hold that owing to difficulties in its
appointment of an official minister will be the

e rule, and that this deviee for mak-

i
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operation the
ing official experience .a,vaglable for the ministry and for the.
Governor will not ordinarily be effective.

ision in the discretionary form suggested
by the C'ommission to meet exceptional circumstances, for
instance, the

exception rather than th
They would, how-
ever, aceent the prov
temporary appointment of an official to avoid an
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terregnum.  The prepouderance of opinion in the Govern-
ent of the Central Provinees is that all members of the Cabi-
net shovld be chozen from the jegislatnre.

The :J“‘(\‘f‘:('f;"li““ that the appointment to the Cabinet of
one or wiore officials should  he diseretionary  with the
Governor has certainly heeny distasteryl to Indian opioil,
and we are ampressed by {he general consensus of opinion
in the replies of the proviucial Governments that an official
winister would bhe diffienli to maintain in office against “1,9
WISh(fH_uf his colleagues and would he ineffoctive.  We have
no hesitation in holding that there shoutd he no statutory
requirement for the inclusion of an official in the l”"’”'“'ml
Cabinets, or in the Cabinel of anyv partienlar Governor’s pro-
vinee. We would he relucfant, fowever, (o depart Trom the
recommendation of the Commission that there should he a
discretionary power with the Governor to make such appoint-
ment should cirenmstances <o regquire.  We can conceive a
situation arising in - more  than one provinee in whieh
mmisters may weleome an official colleague possessiny wide
administrative experience, and in {imes of communal fension

minisiers may themselves wish to place a partienlar norttolio

in the charge of an official, whose mpartiality would be above
suspicion.  In Bengal there is the risk, to whieh the local Gov-
ernment yefer, that it may be diffieult to find non-officials
wﬂ]mf:_ to take on themselves the responsibilitios for law and
order in the provinee. We have no  doubt that, hefore
appointing an official, the Governor wonld first have informed
himgelf fally of the probahle attitnde of the ofher members of
the Cabinet, and on the whole we think it likely that an official
member would seldom he appointed, aid that, if appointed,
his appointment would rest on general consent. Bnt foy the
reasons which we have given we agree with the Clommission
that the Governor should he free to exereise diseretion in the
matfer. A suspicion exists that the appointment of officialg
may be used to restrict the scope of responsible selt LOVCIT-
ment, but we have endeavoured to explain that, in our view
of the nse whieh the Governor will make of his discrefionary
power, such suspicion is unfounded. If, however, it was

thought desivable, we would agree to a suitable provision om

the point being inserted in the Instrument of Tnstruetions to
Governors,

One of our colleagues, however, finds himself unable to
accept the position which we have adopted on thig matter
and considers that the Governor should possess no poweyr to
appoint officinl ministers, whose presence in the Cabinet our
colleague finds himself unable to reconcile with the principle
of joint responsibility.

Creves and for that
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ials.—With regar the inclu
-elected non-officials.—With regard to
sion ﬁ'tlllq(’zm(ljabinet of non-official non-eleeted persons, we con

sider that objections can be met by promsiop on ythe hnei 01
sub-section (2) of section 52 of the ]_)1'535(311} Gov e{'nmenmo
India Act that, save an of_ﬁmal, no minister shall %o]ld office
for o longer period than six months, unless he is or hecomes

an elected member of the legislature.

45. Communal representation in the Cabinet.—Minority
communities attach great importance to securing representa-
tion in the Cabinet, and disappointment has been expressed
at the conclusion® reached by the Commission ‘that. it is
impossihle to have any rigid and formal provision 1n thg
matter. 'The claim that Muslims should be guaranteed
Cabinet representation was put forward as one of the de-
mands of that community in the resolution of the all-India
Muslim Conference which met at Delhi, on the 1st January
1929, and the counterpart to the Muslim demand is found in
claims put forward, for instance, on behalf of Hindus and
Sikhs in the Punjab. The problem is discussed at sor‘ne
length in the letter of the Government of the United ]_?%]o-
vinces, and interesting references to the zﬂxthtud.e of the Sikhs
and of the ITindus in the P.un,}ab wil bo. found 1n the mm.utes
of the Hindu and Sikh Ministers respectively of that provinee.

We agree that for the reasons which the Commi§s.i0n
have eiven it will be difficult to make statutory provision
give

guaranteeing representation in the Cabinets to min.ority com-
munities. The view which we take is that in practice the de-

sire for peaceful ad_ml_nistration_ will in the najcural coursehof
events lead the majority to enlist representation from ot 10T
communities in the formation of the Cabinet, and further in-
ducement 1n the same dire_ctlon will be derlveq from the paar-
liamentary value of minority groups. We believe, therefmeé
that where the minority 1s inflnential and commands suppor
in the legislature, it will be able with some copﬁd'qnce‘to coullllt
npon Cabinet representation ; where the m111o_11:r,1§r fxsma ,
the prospect of its repr.esen’gatmn I_nusthnectessalzhy f‘d 1'n011"e
oubtful. We do not fa1} to recognize the s rﬁ% 0 "mmo -
s; apprehensions regarding the compos1t1(3n of the new execu-
‘ reason we are prepared, if mo other
means of meeting these apprehensions can be suggesl&wi,_i;o

P neral support to the suggestion put forward hy the
give 2 8% t of the United Rrovinces that the Instrument of
Governhe to the Governor should include an obhgation.to
IltltStru)c{Lm‘()gssocui‘e representation of a minority community

*Volume II, para. 55.
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in the Cabinet, where such minori
cient importance to warrant it

46. The chi ini .
template lezlvilllgftﬂlgl?te{:_“ follows that we do not eont-
The formation of th s e((: o of ministers to & chief minister.
responsibility iIIl‘[)()~;(3(l3 b‘nhmet must be recognized to he &
The position has to Y the constitution on the Governor.
tutory (5(_,mmi‘;qi0’n"“1\{;lmd been correctly stated by the Sta-
expectation that AN ¢ share with the Comaission the
whom the Govornorel;f, “i‘“ ordinarily be a chief minister
ministers et or ou..d consult before appointing othe
there shoull be no e Utl_(nlty problem makes it essential tha
ment of a chiof mj 1stitutional requirement for the appoint
of the minoritios  weorel it all provinces. The misgivings
function of the GovWou d be immensely aggravated if th
minister and leav.ernor were to be llrrpted to selecting a chic
That method mig ﬁ?gb tof him the choice of his colleagues
where the minority fob(l)und' appropriate in some provinces.
conditions are com ‘D " e\rln 18 not acute and where politicall
that there, while tlgnlgglig\;;fitiglvxalnced’ an('1b"“17e pave mo doubt
to rest wi . o al responsibility will continue
the (é:gvzlf;]:n_t% dGé;V"”“fl'» the precise relationship bctw](:gy(:
Cabinat vould 11‘3‘ 1(11(13 Ychlef minister in the formation of the
locally establishedp I) come to be governed by conventions
be less favonrab] ("’pu]ﬁig‘}}éi{i}:;(g;r;csg where conditions may
. R & ' :) .

3{) fz;clgnxéwtr;ll})eryl()t the‘ Cabinet patentlyq?ég(t/st}V)\ilittlthtizeggxtfleolfg
has firel E’H[’()i‘)l?l{;(; i\lir(;lsc;ls{?((l,t (1;1 it ;mtlst ifnevitably be, atter he;
the relative positi : .) , o state o _Political opinion anc
In suet: ))ro\]/inc(t‘:);lvgf “’2? N ‘p_m.tlc'? In the legislature;

anticipate that Cabinets may for som:

t

ty is in his opinion of suffi-

47. The Cabi i

we t}]mve I'emarkg (;l et;:te‘:fﬁ?:z (:(E[:?(}?) (}Tglpll;Ob{Ibili;c}y on whie
in the mrovine: c »can be placed on .
it ézm(l\?l(iytltl(l;;;fil execqtlves of official ministers }111(;131?2((‘3?
(et S”g‘wmﬁ( on or} the part of the provineial Governm et(
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civil sm-\::ml‘ T post of secretary to the Cabinet he]l ll()m {
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The fMeinl mor woulc have direel access to the a fooping |

'etal members of the Government of the I("u _O\lerl'lnor, '

“unjab have

taken np this sug i i
i i ogestion, and give ; i
lion of their assent to t}’l S oy Drominence as g condiy

an

o

e 41

the Governor, the ministers and all depart-
ments of the  secretariat. Similar support is given fo the
proposal by those members of the Goveynmel}t-of the United
Provinces who do not favour an official minister. On the
other hand, the Government  of .Madras, while they
gupport the appointment of a Cabinet secretary, place‘a
him definitely under the control of the chief minister anu
allow him no access to the Governor without the knowledge
of the ministry. In other provinces recognition of the need
for supplying the Governor with competent official advice has
produced suggestions whieh, while they coincide in their 1n-
tention, differ in their form. The Government of Assam ad-
vocate the appointment of a financial adviser of high stand-
ing, who would be the head of the Civil Service and outside
Cabinet. The view personally expressed hy His lixcelleney
the Governor of Assam is that he regards the preseuce of a
financial adviser as a necessary condition for the establish-
ment of a fully responsible Cabinet, and that it is only on the
understanding that such an appointment would be guaranteed
that he is able himself to recommend for Assam the appoint-
ment of a ministry entirely drawn from the legislative council.
The suggestion is put forward not only on the ground that it
will be necessary to supply expert advice on financial and
revenue matters to individual members of the Cabinet or the
Cabiuvet as a whole, but to ensure that the (Governor shall be
able to rely on administrative experience of a high order in
the cvent of a breakdown, and to secure the cfficiont working
of (h¢ permanent civil service. The views of the Govern-
ment of the Central Provinces tend somewhat in the same
direction. They hold that the need for expert advice to the
ministry and the advantage of having an official of standing
in close touch with the Gpvernor and his ministers are patent.
They snggest tliat the best plan for securing this advantage
will be to arrange for a financial or Trevenue adviser or
Commissioner, who might attend Cabinet discussions when
his presence was desired by the Governor or the ministers,
and they believe that gnch a plan would be preferable to
that of n Cabinet secretary standing in some special relation
to the Guvernor. The Government of Bengal support the
Commission’s proposals for the appointment of a Cabinet
secretary, but recognize that the Governor may still be left
in ignorance of important facts affecting the administration.
They suggest that the Governor should have an expert ad-
viser on his personal staff. The need for supplying the Gov-
ernor with gpecial official assistance in the discharge of the
onerous responsibilities which will pass to him under the new
<vstem is nowhere more strongly expressed than in the letter
of the Government of Bihar and Orissa. The duties likely to

touch with
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fall 1"’ the expert adviser are disenssed, and His lixeetloney
the ('““?"“;"{] ],H'((;ssvs For an appointment of that kind, to
c¢nsure that the Governor is in T '
. ’ a4 position to carrvy \
dutices. I to carry ont his
My 5
thoul}llltl(mr}laljl ”-ICH“ comments there vnas o double line of
rcqu?}‘;\ .(1&: ‘m first takes ihe point that the Cabinet itseif will
C('l‘d h, ;..h]lhldll(:e ]10t ()lll'\f {'(H' (Il(‘ lllililltLE}lell](f'f’ “i' ”\ re-
'rd, it alxo that the membeis mayv have the benefit of pas
experience of Cabinet ¢ L A ¢ ne benebil of past
st ”‘J (/ |1 Ca )l“]l'e administration secured by a continming
h Dl FLL SOGHN( . o oy A g
as o distine - - | ine ol thought relaies Lo what we vegard
Go\'mn(‘ 1]” problem, namely, the necessity of giving the
Cula}']" for i]‘]/)((kh(?lht«l“(’ (-)[ \,X}!\il!(*“(:(.(l il(l\"l(’(', more “(']-"ti“
. : »due exereise of his T I !
exereise of his overriding powers,

Of these two i
e Awo gequirements the first e i vi
hoe et on the lines :\vuu-n-mtgd }}iL tjllxlgtcur)l:llm" k) “Ui}' Vl‘{"iW,
et on the dines sueoe 3 ommission for the
:pg}:)(})ll(&lnu)t,_()t.d Cabinet seerctary. Such an officer would
s the Commission propose,® ¢¢ 1y irect oy
se, ive dirveet aceess 1o the (fov
cernor, so that, whether flis lox cont it & aivon
! \ s lixeellency was present ¢ i
tha § sent at a given
;nooung or not, he would Be kept impartially and fully in
]01{.?@[ ol the conrse of business 7. He wonld. ag in ¥ngland
aYnRY PSS L] ! : ¢ 1 1 g 1 ' " »
é;e “C‘lll;i‘li(;ltllt: mt{he Cabinet ; his funetion would he to as':,,«ist:
8 In the discharge of ity duties and, thonel it
would of course he 'n to hi ‘ , oo
o mmm .] or;(,ln ,(; l‘um to approach the Governor
Lavy matter, e would not do so wi soeni
on iy b , so without the cognizanee of

mdef\E\iv.]’] ]((){:ﬁ%lé(tl\ ?,dwsers t]? fthe1 Governor.—We recognize the
‘hGovernors will feel for experiene Tee i
eed which : will fe ') ced adviee in the
exercise of their overriding powers.  There may he speecial
ﬁlrtcn‘mstances I some provinces requiring special treatmellit
ut, as a general practice, we contemplat in
hut, s & general tice, ontemplate, and to this
tach 1mportance, that the various sceretaries to Gov-
%‘I;nmont' .Wlll continne to have aceess to the Governor
N . - 3 . ) g ’ N
Lt.antlclpdt(} that ministers will themselves approve this
continuance of the present practice hut will expecet, and in our
opinion reasonably, that they should he kept informed of anv
%(;mmumcatmns made to the Governor hy their %(‘(‘1‘01"11'(i0;
. . . . . * ey o ".
fe are indeed doubtful whether it is possible in this matter
, ! ' ; ) 3] 111§ atier
of supplying the Governor with experienced adviee to k
preecise or speetfie provision.  The (Governor mu&;llh(' { matw
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We wonld assum e s mality.
ssume that tl i hi :
from T')]‘(l\'il(l(‘(l to pyovint(lxexvl(())l(ll?(ll EII:?)SUCC ]“l}m‘bl ek
e to p 0 v and develop i .
direction as local cireumstances may render appmrl)ri'?t(SHCh
B : v,

* Volume IT, para, 51,

43

49. The overriding powers of the Governor.—It is
rally recognized that for the reasons given. by the Com-
¥ it would he neither practicable nor desirable at once
ion that the Governor should be hound
advice of his ministers. The nced for
itted by all who appreciate the
arliament must still retain
n the provinces, and
ance which

gene
mission™
to create the posit
on all subjects by the
overriding powers is adm
altimate responsibilties, which P
for the administration of Government i
not the least of relevant considerations is the rehi
the minority communities will repose in the Governor for

their protection.

Under the present constitution the powers of the Gov-
ernor to override his ministers are theoretically unrestrieted.
With the exception of the Governments of Bombay and of the
Central Provinces all the provineial Governments accept the
views expressed hy the Commission, fivst, that in the new pro-
vineial constitutions the Governor should, on the administra-
tive side, be given statutory power to direct that action should
be taken otherwise than in accordance with the advice of his
ministry only for certain specified purposes ; and, second, that
in all such matters the Governor should be subject to the
superintendence, direction and eontrol of the Governor
General. Similarly it is agreed that the purposes for which
the Governor is eiven overriding powers should be statutorily

expressed.

The view taken by the Government of Bombay is that,
while the Governor appears to be the only authority to whom
overriding powers can be entrusted, his responsibilities are

ith him must remain all powers not expressly

so great that wi )
transferred to the ministry and to the legislature and that it

might be preferable not to emhody these powers in the rigid
language of the statute. On the other hand, the argument
developed by the Government of the Central Provinces ques-
tions the use of overriding powers over the normal adminis-
tration of a ministry, and suggests that they should be left
vague so as to cover only the obligations imposed on the Gov-
Uj’nrnor by his Instrument of Instruetions.
The view which we are disposed to take is that the over.
riding powers of the Governor should be defined in the statute,
but that no closer definition should be attempted than is made
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by the  Commission.* If the powers were  io
be so precisely specified as to  he capable of  judicial
interpretation, a tendency might arise of subjecting all pro-
ceedings of the ministry to the test of the overriding powers
of the Governor. Any such tendency would in our view be
wholly inconsistent with the spirit of the new constitution,
and, if puvsued, might well prejudice the entire scheme ot the
reforms. We are aware that some seetions of Indian opi-
nion with which one of us is in agreemeul would
favour restricting the first of the overriding powers
mentioned by the Commission to the subject specifically of
law and order. But those who hold that view appear to us
to overlook the essential point that the purposes of interven-
tion are not necessarily co-terminous with the administration
of particular subjects. At the same time we wish to make
it clear that we anticipate that the use by the Governor of
his overriding powers will be infrequent and reserved for
exceptional occasions, when no other course seems appro-
priate.

There is one new category of overriding powers suggested
by the official members of the Government of the Punjah on
which some brief comment is needed. The proposal which
they make is that the Governor should possess special powers
to securc the financial stability of the province, and they
explain that they have in view somec power to defer too
hasty action, in the interest of the broader financial issues.
The particular instances which they cite are the re-
linquishment of substautial rvevenue, or the acceptance of
farge schemes involving progressive reeurring revenue expen-
diture, which could clearly only be financed eventually by re-
course to extraordinary receipts or loans. Tt seems clear that,
though in such matters the use by the Governor of over-
riding powers might be due to an anxiety to maintain the
financial stability of the provinee, in effect an exceedingly wide
measure of administrative interference would bhe  involved.
We are inclined to agree with the Commission that such a

power of infervention is undesirable, and should prefer to

velv on the Governor’s persuasion and guidance to prevent
overhasty action.

We agree with the suggestion of the Commissiont that
the Governor’s power of securing the passage of rejected bills
by certification and his power of restoring rejected grants
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should correspond to the range of his special powers to
control executive action.

50. Fundamental rights—It has been represented
to us that the overr}dmg: powers of the Governor
for the protection of minorities will be 1}1eﬂ"ect1ve,
and we have been strongly pressed to provide _sepa-
rately for this purpose by a recital 1n the Aet of runda-
mental rights. In the time at our _dlsppsal it l}zls not been
possible for us to examine the question fully or in particular
to investigate the difficulties, which arise both as regards the
definition of such rights, and the selection of means by which
they could be made effective. The subjects to be covered b_y
these rights are by no means matter of agreement. Their
nature would require careful serutiny. If they ave expressed
in the constitution merely as so many general political
maxims, they are unlikely to serve the purpose ior which
they are framed. On the other hand, at fivst sight there seem
to us to be objections to making at least some of such rights
justiciable. If administrative decisions of all kinds can
be taken to the courts, grave disadvantages and em-
barrassments may be expected to ensue. There 1ay,
however, be some via media between these two alternatives.
We refrain therefore at this stage from pressiig our consi-
deration to a final conclusion, but we remark that, owing to
the importance which the minority communities-in particular
attach to this matter, it is likely to form the subject of keen
discussion at the Round Table (fonference.

51. Emergency provision—While Parliament remains
responsible that there are Governments in the provineces, and
that they funetion, special provision is needed in the constitu-
tion for a state of emergencv in the event of a hreakdown of
the constitution. There has been little criticism of the sugges-
tions made by the Commission® to vest the Governors with ad-
ministrative powers for that purpose and, subject to fur-
ther examination in detail, we accept their proposals in prin-
ciple. We remark, however, that under the present consti-
tution Governors do not possess powers corresponding with
those of the Governor (eneral to make and promulgate

¢ ordinances, and it has heen suggested to us that if powers
? of that description were now to be given to them, it might

be proper to make the use of the power, except in sudden
emergeneies, subjeet to the consent of the Governor General,

We put forward this suggestion for your consideration.

52. Backward tracts.—The provision in section 52-A
of the Government of India Act empowering the Governor
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General in Conneil Lo declare any terrvitory in British India
to be a  backward tract dates from  the last reforms.
1t ovigmates in the  recommendation  made” in the Joint
Report that  the typically  backward tracts, where the
people are primilive and there iy no material on which
to tound political institutions, should be excluded from the
jurisdiction of the reformed provincial Governments and ad-
ministered by the head of the provinee. Much care and con-
gideration were spent both in the selection of arcas declared
backward tracts, and in the arrangements made for their ad-
ministration. Broadly speaking, the resnlt was the ¢reation of
two classes of backward fracts, those wholly and those
partially cxcluded from the jurisdiction of the reformed
Governments.  In the fatter there are  considerable varvia-
tions in the degree of their exclusion.

The Commission recognize that there are arcas the in-
habitants of which are in a lower state of civilization than
their neighhours; and agree that for such arcas speciai
arrangemernts are neeessary. Their first suggestion is that
it may he found that in one or two cases an area now notified
as a backward tract is so advanced that its special treat-
ment need not he continued.  Action on this suggestion has
already been taken. There are no  backward tracts in
Bombay, the United Provinces or the Cenfral Provinces.
The Governmeunt of the Punjab state that theve is now no
need for the special treatment of Spiti and  Lahaul. The
Government  of  Beneal  are iInvestigating  whether the
Darjecling distriet should continue to be in any degree ex-
cluded from the normal constitutional arrangements of the
proviuee, and will report the results of their enquiries later,
The Government of Bihar and Orissa state that therve e
parts of Chota Nagpur, of the Santal Parganas and periaps
of the sambalpur and Angul distriets, which necd not be
retained in a special position. In Assam, as in Bihar and
Ovissa, the hackward tracts are of particular importance.
W hiic most of the traets now notified must continue to receive
special treatment, there is some difference of opinion about-
isolated areas. The opinion in Madras is that the exisiing

backward tracts cannot yet be brought entirely wnder  the

normal administration. We welecome the re-examinaiion of

the position which provincial Governments have mede and S

are making at the instance of the Commission, and aceent the
principle of reducing the number and arvea of the hackware
{racts whevever possible. There must, however, stili vemain
larwe terrifories which all are agreed must for some time to
come remain outside the scope of the reforms, For the future
administration of these arveas the Commission  have made
important proposals.
*Joint Report, para. 199,
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The Commission appear to have been impressed pri-
mavily with the ueed to provide adequate funds for the
development of the backward tracts, the most extensive of
which fall within the poorest provinees, and reach the con-
clusion® that ¢ only if respousibility for the backward
tracts is entrusted to the centre, does 1t appear likely that
it will be adequately discharged . They fortify that con-
clusion by the argument that if unitary ministries replace
dyarchical executives, the backward tracts should on con-
stitutional grounds be excluded from the area of resp.onsﬂ)le
government. It 1s suggested that they should not, like the
minor administrations, be placed entirely outside the borders
of the Governors’ provinces, but the central Government
chould use the agency of the Governors for their adminis-
tration, and by resort to its control of the all-India services
should eulist from the adjacent provinees the services
of officials familiar with local methods. The Commission
contemplate that members of the provineial, and posgib_’\y
of the subordinate, services should also, when expedient,
he obtained from the provinees. The arrangements proposcd
for partially excluded arcas contain even greater complica-
tions. Partially excluded areas would continue to send re-
presentatives to the local legislature, and the Governor, as
the agent of the central Government, would decide how {ar
local legislation should apply to them. The extent to which
the Governor will act in consultation with ministers is to be
regulated by rules made presumably by central authority.
These tracts would be under the same system of taxation for
provineial purposes as the rest of the province, and the pro-
vincial revenues raised within them must be spent upon them,
Any additional funds that were needed would come from

cenlral revenues,

We see grave difficulties in these proposals, which have
heen eriticized by several local Governments. For the
administration of the Chittagong Hill Tracts, the Govern-

"ment of Bengal prefer to retain the present system with
such modifications as may be needed. A similar view is
" held by the Government of Madras for the future administra-
4 tion of the backward tracts situated in that province. It
is frue that the Government of Assam support centraliza-
tion, but in their case the prospect of transferring from the
srovinee to the centre the cost of administration has prob-
ably been a considerable inducement. At the same time the

Government of Assam entirely withhold their support from
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the Commission’s sclhieme of partial exclusion,
ments against centralization scem to us to have heen well
sct out by the Government of Bihay and Orissa. There s
lirilc reason to think that the Federal Assembly will he any
moic ready to grant funds than the legislature of the pr(;-
vince  within  whose boundaries the particular hackward
tracts are situated. The comment of the local (Government
that the Assembly will have little knowledge of an take no
tiierest in these areas is in our heliof likely to he justified.
We doubt moreover whether the Governor of a  provinee
could appropriately he required to act as agent on hehalf of
the central Government.  Phe financial arguments  which
were so prominently in the mind of the Commission seem 1o
us less conelusive in view of the proposals which the Commis-
sion have themselves made for placing the new provineial
Governments in possession of more adequate funds at the
expense, it may he, of central revenyes, We fully appreciate
the various points which the Commission have™ (akon ; but
we think it not unfair to comment that the simple form of
administration  suitable {0 tho backward tracts per se
involves a Jower seale of expenditure than that of (he more
developed distriets. When their needs vise to the same level,
the time for treating them as backward tracts  will have
passed.  Our present disposition, therefore, is to maintain
the link between the provinces and the backwarl tracts
without interposing central responsibility for their adminis-
tration. It may he necessary to retain some aveas under
the sole administrative control of thoe Governor.  In others
where the jurisdietion of ministors and of the provineial
legisiature has already Deen admitted, the Governor tany
need no more than a general power to control the application
of central and provincial enactments, The whole subjeet
will, however, require further detailed consideration,  In
Assam where the area of the hackward tracts is so great,
special arrangements may he needed and the Commission’s
sclieme of eentralization may he found to be the hest solution,
In Bikar and Orissa the prohlem is likely to be conneetod with
the question of the formation of a separate province tor the
Oriyas, and should be considered by the Committee charged
widi the investigntion of that problem,

The argu-

On o minor point, we have no ohjection to the
sion’s proposal that the somewhat d(-,mgatory ter
ward tract ’’ should he discarded in the statnte,
place 1o the more eolonrless designation ¢

Commis-
m ““ hack.
and give
exeluded aveq *,

L ]

—————
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53, " i rts.—Amongst subjects not intima ly
o rhe*'gllg;};ncs’g%utional issues of fundament_a‘l‘ilgrgpt(;;;t
connceted Wit ommendations made” by the Ooml.ni!bbﬂ‘( that
ance are ﬂlf" 11?0 1l High Courts, including the Chle_ Jour o
thephm:&z‘(‘b}? 20urts‘d of the Judicial Commlssmnefs‘ Ic; the
Oudl {mgl,t 'enceg and Sind, should be put upon cenﬁa ‘ l en-ts
Central ]1]{)1‘17;‘5 t};e administrative control of all such cou
QT ) :

ia . . by
n}tlaes,“ he exereised by the Government of India and not by
should be e g

av a summary exami-
U nts. We have made a st 3 .

. . overnments. A . v general
proy mu?e] tﬁese proposals and have received in Ve;l ieﬁgt ” co;l-
nation 1‘;{ iews of the conrts and the local Govtern Eﬁeie;ﬁ ol
terms { - terial before ns however is not sufiic e
cerned. The mater ; these recommendations, the

, ate consideration of these ¢ ot in
the adequa inistrative aspects of which, Intricate 1
financial and admini . Jetailed exploration, in

Yne 7111 requlre aetd . . “ha doeto

themseives, W _ ts. in the light of the deci

sultation with local Governments, 1 issues. and we are

o bg 16 hed on the largey constitutional 1S tlv approached
2 rYeac < N . y GrO¢ g

of opinion that they conld be more conveniently approucked

??Vh((nll thosc decisions have beergx,rz;zn&leat a  bils bermanent

intment of judges, we af : continae to

3£gglmﬁeﬁts to ;]High COurtKJPdgeSﬁlgihzi-w;ggointmen.ts to

13 s : jesty the King, all o . 1 i

» by His Majesty . udgeships in
]IO-F :31}3((1{){11?{ judgeships and a_ll.app‘{m?{n?n'?srtig dJicti%n should

185 Vs lower status exercising simrar jul To PreSTMe
courts of lowi General in Council. We pres
be nwde by the Governor Ger g to be drawn at the end of
ﬂnt'the distinetion which appears to b the appointmeni of
'p(l litional judges Dy the central Govert r Qeneral is not deli-
s f ‘f ! 0?'31’}’ judges by the Governo be as expressed
ment 0 .Cfn}ph t the proposal is intended to be i in
berale, anc tla slight extension of the exgtmgt p‘r?é alclb'ltta.

shove, v.¢., N 2 ther than the High Court of C »

.o £a1 as High Courts (ot ) made by the

e f‘.f]l ich ];])ﬁti’ciating appointments are E(L)]}I;?:fd%OUI't of Oudk,
t? whieh General in Couneil), and the e fifst mact of this

Governor From the reference in the : e
ave concerned. ts of Judicial Commissioners we ass d
pm»qgmph to the cogrts(gi applies to appointments to 1t111e]se
Y . ation & sefarentiat d be
that the lecommervl) quree that no differentiation shm}1 ( b
gourts also, and we ag inting judges to High Cow

X ol .

. nner of app : ch have
made m.theh mgase of permanent appointments thalr courts
‘except 1}{11 taeupon a different footing}, and to other ¢
always stoo

i High Court. We
i i g f the functions of a Hig We
which dlSChazigtniﬁsttﬁ cases,wher? appo‘mt'rlrllent? ra{:e) 2332
'3o‘nt_,onlpllatf3 rnor General in Council they will only e
k! t]{l‘{l(zzz‘(?onsultation with the Governor.
e O ROVINCIAL FINANCE, "
ol 'of finance in the provinces.—The proposals

54. Contr Commission contemplate the grant to

the Indian Statutory
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the provincial Governments of very full powers in respeet o
finance. External control by the eentral Goveriment iz econ
fined to the control of borvowing and to such control over pro
vincial taxation as will follow from the powers of suverin
tendence which the  Commission contemplate*  that  the
centre should exercise ; and the extraordinary powers o
the Governor on the finaneial side are ouly designed to enable
him to secure supply over the limited field in which he helds
I reserve speetal powers, or to carry out directions whiel
he may receive from the centre.  The Commission have deli
berately wvejeeted the suggestion that the GGovernor should
be granted special powers to secure the financial stability of
the province. For the reasons which we have alrcady ex-
pl.auzwl we coneur in that conclusion.  In accepting the Com-
mission’s proposals generally we desire to add that the main-
tenance of a strong Finance Department in each province is
a maller of great importance, and the special position
accorded to the Finance Department in Part IIT of the Devo-
lution vules should be retained and specifically provided for
in the new constitution.

95. Sir Walter Layton’s scheme : its connection with the
general constitutional structure.—It is convenient to deal at
this point with the proposals madet by Sir Walter Layton
which have as their main object the provision of :»ufle(iuaté
financial resourees for the provineial Governments,

The working of these proposals might be facilitated by
the recommendations which the (‘fommission have made for
the reconstitution of the Assembly as a Federal Assembly

.indirectly elected through provineial legislatures. We sh;ilf
consider clsewhere how far these recdmmendations, which
are primarily based on other grounds, are capable of adop-
tion. Here we would only remark that if the Commission’s
proposals for representation of the provinees in the As.
sembly were to be altered, it would not he impossible tq
devise other methods for giving representatives of the pro+
vinces a joint opportunity to consider the voting of taxeg
for the provincial fund. A suggestion which might be ('onsifff
dercd in that event is that the provineial councilg shnuldlolect
representatives to form a separate inter-provineia] comeil
which should consider proposals fopr ¢ provineial fm 11"’
taxation before their submission to the vote of the ('nnlt('-l

legislature.  We recognize that this alternative  does. )i&t

possess the direet advantages of Siv Waltep Layton’s ;cl)cxrr'x)e

«
and we put it forward for consideration only in the even
o - . PRENY

_—
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of indirect election to the Federal Assembly mnot being
approved. :
56. Preliminary comments on Sir Walter Layton’_s. SVc\Ifl‘ellfcle.
—Turning now to the purely financial aspects ﬁ)f S‘u od 0?11:
Layton’s scheme, we have, sp_eak{ng genera {, gppr ;Z .
ed it with a predisposition its favour, .mefun 3;’} )ega'us e
aims at the establishment pf a uniform basis for the f nancia
settlements with the provinces. Such an arrange,m;t}t.l %s) in
every way preferable, if it can be shown to jbe 1??} u:) o m
practice, 1o what seens to us the only other a (;‘111_1{ :\ (‘3, 0%
scparate cettlement with 1nd1v.1dua1 provinees on 1(,1 Dc].-ulb of
needs. It 1is, however, essentla}l to examine 1t ¢ ose.y:‘ l.r
order to test its practical working, and we find it Ilﬁge?ai?
to make two preliminary comments. In the first it)h‘mb’b-- he
scheme as a whole contemplates within ten yeags the a (mi.
domment by the central Government of about 12 g;o:esl ‘oﬂ
their revenue and the imposition by the provinces f)’[ ,-,.;t(;ro.x es
of mew faxation. It is eonceived in a spirit of op;ums‘,'ni
which we find it difficult to share, having regard to thL;a gexfex.il.i
economic conditions, with which India and indeed medﬁ (zx.‘l(v
in gencral are likely to _be.facec.l in the yietars letme’ ids(ﬁz
before us, to certain omissions in Sir Walter : ?\}lf mt 8 fht.ll
vey of the central Government’s position to Wh1_011 w E \T ia
refer again, and to the vl‘eluctance_whlch may well he ‘t,.'t )y‘
the representatives of the people in the provinces ;}o .m‘m.(;;gs'(_.
new hurdens of this magnitude. Of the new %tems Q_; tr}){clwlpﬂ
suggested, the proposed tax on agricultural mcom?h"fm lo]n (1;
highly controversial issues, and the terminal tax {'Uu d !
introduced gencrally on the scale proposed, be opeﬁ to ?ffmt)a
objection from the economic standpoint. Sir W{a er Lay ﬁn
has algo, In our opinion, ovgrestlmated receipts, e,syzgﬁla' y
the reveuue likely to be obtained from the taxes pn:;' auig
and matches. For all these reasons we fear that h;s bt‘) xm’la,
of the possibilities of fresh taxation may proxie_ o be ‘?Slg
wide of the mark. Tn dealing \\fltll ﬂg‘l}%l}l}ul‘ﬂ 1111((}10111%(1
Walter Layton makes the remark* that increase: ].pr(f }:1(:
tivity together with the rise of prices snwae (Ii).re,-wal d ‘}glbturz :
enormously increased the money value of India’s agg }113 Ilc;n ;
products . This st.atement 1s open to sietrioust t : d_g’s,
gince at the present time the prices of three at least of | r% :ﬁl
most important crops, cotton, jute and wheat, .zire gc u nzlr
below pre-war levels, while others, such dasl ol dsee].s ?1 d
groundnuts, are but little above them, and t Sust :c meC a
et in even before the report of the Indian t}z: ‘tl Ofy 81]}1‘;
mission was published. It 1s scarcely too much to say tha

.
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the most serious economic problem, with which India—along
with other agricnltural countries—is faced, is the deeline in
value of her main produets.

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

27. Sir Walter Layton’s assumptions as regards the cent-
ral Government’s surplus.—We propose to examine the
scheme from two points of view, first in its reaction upon the
central Government, and seeond in its application to the pro-
vivees.  Siv Walter Lavton calenlates that the central Gov-
croment should after 10 years, on the present basis of taxa-
tiou, have a surplus of 144 crores, arrived at as follows :—

Plus. Minus.
Customs .. .. 74 Civil Kxpenditure .. 3
Ineome-tax .. o Opium
Army . T
+194 —5

Out of this the central Government should he able to distri-
bute to the provinces :—

(«) Half the income-tax on personal incomes .. 6

(h) Net proceeds of salt duty (allowing for an in-
crease of 1 crore after 10 years) .. 6

(¢) Balance of duty collected on foreign imported
lignor over 30 per cent. . 13

Oft-set by yield from  commereial stamns
which will be transterred to the central Gov-
ernment .. . ..—13%

—

12

—_
Siv Waller Layton’s hypothetical table* actually anticipates
that, when «@d the end of ten years this distribution to pro.
vinees has been completed, there will still he in the central
Governmwent’s budget a surplus of 4% crores ; and bis scheme

o *Volume TI, page 261.
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after ten years contemplates that a certain definite and 11
c .
creasing proportion of the customs revenue should be pai
2. [am )

into the provincial fund. He does, however, recognize tha
this prospective surplus may be affected by a number o
factors which are uncertain. .

58. Sir Walter Layton’s assumptions examined in de
tail-—We now proceed to examine in detail the assumption

made in the above calenlations.

stoms.—In view of the importance of this head of

r(.v(.,/(lii grqulitng the few which are left to the central Govern:
‘.t under Sir Walter Layton’s scheme, we have had a spe-
(13111;111 oxamination made by the Central Board of Revenue,
which is printed as one of the appendlces.* Tt will be
on that the Board do not accept Sir Walter Layton’s cal-
secqti(ms. but that for an entirely different reason—uiz., the

cul ] . .
. sibilities which lie in the development of motor
greal p(-)ts——qthey have arrived at the conclusion that in 10

transpoy

vears provided that there are no setbacks due to extraneous
o b

: oo re should be an inerease under customs of from
E]ﬂllellj(gsa}’ ggg:zss ‘We would add that some allowanee might
7.8 tob "made for an inerease in the revenue from the duty
alsfi -h:)r Qir Walter Layton having accepted the estimate in
fl?e‘;roée’nt budget of 1 crore which on the basis of past years’
sports is likely to be eXQeeded. Therefore, so far as cus-
npe o concerned, even if the Central Board’s estimate is
toms ar (}t( tirhiqfioj we do not challenge Sir Walter Layton’s
Sojne“"l‘a _i)p -ores, which seems sufficiently conservative, pro-
figurr of (,“ 7c1 that economic conditions in those years are
Vlded- a]]'\lvfl) ?)od and that there are no substantial changes in
reagonal Sm%ent”s tariff policy. These two qualifying pro-
the GO‘.’e f oreat importance. As to the first, a continuance
T e nt trade depression would reduce both the value
of the presertq and the consuming power of the people, and
of our oxp?. s must lead to a diminished volume of imports.
these conditlo nd. the present tendency of articulate political
As to the S%coﬁq’ ig strongly in favour of increased protee-
opinien m ; o})ihion obtains an increasing influence on
‘ licy as is likely, many of the present revenue
e a much greater protective significance, with
ase in (fovernment revenue. Nor can we

t of account the possibility that there may be a strong
foave that an increasing share in motor taxation should
demand : a-ed to the provinees, or be earmarked in some way
he “man'q%er{]ovelopment. There are thus grave elements of
for ,cll;)y;% (ir; the position, and the fact that tha possibility of
ingecurity ’

Government’s po
duties may acquit
a resulting decre
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improvement scems to depend mainly upon one uneertain
item is an additional reason for caution.

(2) Income-tax.—It is not necessary to discuss at length
the suggestions which have been made by Sir Walter Layton
for increasing the return from income-tax by lowering the ex-
emption limit and steepening the gradation of the tax. These
are suggestions which have been examined more than once
hefore, and there are considerable practical objections to
them. We include in the appendices* an extract from a note
by the senior Member of the Central Board of Revenue on
the subject. Nevertheless, if there were to be a strong de-
mand from the general public or from provineial (fovern-
ments, the possibility of increasing revenue in these ways
might well be again explored.  As regards the taxation of
agricultural incomes, in view of the difficulties which this
subject presents, it would, in our opinion, be unsafe to coant
on the inercase which would be obtained from the higher
rate of {axation on composite incomes. The tightening up
of the taxation of income from foreign sources is a matler
which we have already under consideration, hni we
have no evidence on which to base estimates of any substan-
tial inerease in revenue from this source. It is probable, how-
ever, that even without any change in our system of taxation,
if we eould count on a normal year coineiding both in Bom-
bay and Calcutta, we should be able to obtain not much less
than 2 crores over our present figure at once, and in the
course of 10 years at least 3 erores above our present figure.
Sir Walter Layton’s figure of 5 crores 1s, In our opinion, op-
timistic. At any rate we do not care to reckon the average
expeclation of improvement in 10 years time at more than
3 cvores, though this is obviously a heading which is ¢apable
of great variation according to the development of the
country. If political dissensions subsided, and the whole
national cffort were concentrated on raising the general
gstandard of life, there might be a surprising inereasc.

(3) Civil expenditure—The estimate of an increase of
3 crores in 10 years does not err on the side of generosity
We allude elsewhere to the probability of many additiona”
burdens being put upon the central Government for contrin
butions to expenditure in the North-West Frontier Provines,
and also to the possibility of new demands if new provinces
are crcaled.

(4) Opium.—We shall lose our revenue on exports (2
crores) bhut shall sﬁl].retum. a small sum (10 to 15 lakhs)
from the sale of medicinal opium.

“* Appendix 1L
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(5) Army —Sir Walter Layton’s estimate assumes a
bit of 3 erorc | to Burma and a further reduction of 7 crores
inging the military budget for India down to 45 crores.
1is is a drastic reduction and the possibility of a big saving
ing realized depends largely on whether His _\fix5esty*'s
wernment,  will make a contribution in resp(;ct “of
> ““ Imperial defence ”” element involved in army experdi-
re. We allude elsewhere to the probability that the Burma
simate will prove unrealizable. )

(6) Railways.—Sir Walter Layton does not take into
:ount any increase in the contribution from railways in
2ess of € crores, recognizing the importance of keepiny rail-
y rates down in the general interests of trade. With this
ter comment we definitely agree, though the amount of the
hvay contribution is a matter which may require further
1sideration.

(7) Other items.—If provinces become responsible for
ir own accounts, there will be a transfer of expenditure
m the central Government to the provinces of over 50
hs, though there may be some increase ir the central Gov-
1ment’s expenditure also on this head, if the schem: for
aration of accounts and audit in central areas is ex-
ided. On the other hand, the debit to central revenues of
gh Court expenses less receipts from High Court fees
uld, we believe, involve an appreciable net charge to
tral funds. We are not yet in possession of full details
this point, but such preliminary estimates as we have re-
ved from provincial representatives confirm this conclu-
n.

99. Further considerations affecting Sir Walter Layton’s
umptions.—Apart from the doubts expressed above as
Sir Walter Layton’s estimates, there are further con-
erations to be borne in mind. In the first place, he has
umed that 5 crores of interest on the balances of the paper
rency and gold standard reserves will continue fo be
dited to central revenues. The receipts under this head
, hownver, at present more than counterbalanced by the
ses on sales of silver which are still being debited to a
littance head. In fact the propriety of treating the pre-
t receipts as normal revenue may well be regarded as
ibiful, and we feel definitely that it would be improper to
it it as a source which could be drawn upon in order to
render central revenues to the provinces. The difficulty
' hecome more clearly apparent when a reserve hank comes
) exisience. Under clause 46 of the reserve bank bill of
7 the central Government was, it is true, to be entitled o a
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shave 1n the profits of the bank hoth during the period whe
it was building up ifs reserve and afterwards.  These profit l
bowever, would be much less than the interest which we 110\sv’
take to revenue, and in addition the Government of India
would, wnder the reserve bank scheme, be left  with th
resp_onsib_ility for the disposal of surpluy silver, So thzlxt au;
. Q » ‘, . LYeY € 1\ T ’
{)}:é;\fztkdrlng,ht be far more than swallowed up by losses on

‘ 11} the second place_, we must take into account the pos-
sible financial results of an adjustment of relations with the
.l J I 3 ) D . € M J 13 1 ) ) ’
Indian State'b. Large claims are being made on their side
g(tnd share In our customs revenue and in other dirvections

1s bnpossible to make any aceurate esti is
stimat
aceount, wte o this

rey M . . < { N . . 0

Ihivdly, the terms for the separation of Burma, if this is
to ln.-‘_eih,‘cle(l, arc uncertain, and there is a considerable wmar-
gin of error liere especially under the defence and debt heads
Sirv Walter Layton, we note, assumes that India will levy
cusfoms duty on Burma produce.

Finally  the most  imporfaut  cousideration  of  all is
that to which we have rveferved already.,  The estimated im-
provement is dependent entively on the attainment of favour-
able trade conditions and on the absence of disturbing factors
such as war, political unrest, or frontier trouble. We have to
remember that these constitutional chauges are beine intre-
duced at a period of extreme world depression accentuated
by the present internal disterhances, and it would he ()pti‘-
m}sfl(z to assnme that trade for a good manv vears to come
will recover sufficiently to give the results anticipated.

60. Conditions on which the central Government can
abandon surplus revenue.—The conelusion which scems to
us irresistible 1s that all these estimates are o hv]‘)othe.tical
that 1't 1s impossible to envisage anything like a time-table
for giving up to the provinees sources of central revenues
We agree in theory with Sir Walfer Lavton’s statement that

it 1 u;'u}esi able that the alloetion <honld be capricious or
that poliey shonld be changed from time to time, and we'
'y

recognize { 11y ) inel :
gnize the importance of provincial Governments being

able to estimate their financial resources as gecurately and:
ely and:

A8 carly as possible. Bnt in view of what has heen Stated
ahove, it seems essential to insist that, if we acce])“r/ink ar,.e

ciple the arrangement that the half share in poréon’xll) in.
come-tax and the salt tax shonld be transforred to 1he );'ov!n.
ces, the times and amounts of {ransfer must dopnnd'ﬁ rs(m 11}““'
judgment of the central Government.  Siy Waltep varton i-le
cognizes that in exceptional eircumstances the fransf:l:

(S

e

accordmg to time-table may be impossible, but he goes on to
lay dowr that in such an event the transfer should be a first
cliarge on the central Government’s surplus, and that any de-
lay would be made good in subsequent years. This formula
seerns i¢ us to require qualification, if only for the reason that
a surplus of one year may not be a recurring surplus, and
that it must rest with the central Government to decide when
any surplus shown in the bndget is evidence of a reliable
margin of receipts over expenditure, sufficient to justify the
permanent sacrifice of prospective revenue. Sir Walter
Layton’s formula is also too rigid as, if interpreted strictly,
it might be held to mean that the central Government was not
at liberty to vary its scale of taxation (especially customs)
in a downward direction, a discretion which in the interests
of the country as a whole ought to remain with the central
Government,
“Tn short, we envisage a sitnation not different in essen-
tinls from that under the Meston settlement under which,
_while the proportions in which the various provinces were to
share in the remission of contributions were laid down by rule,
the dates and amounts of remission were left to the disecre-
tion of the central Government. This conclusion, however,
does not mean that the order in whieh central revenues should
be surrendered should not he definitely prescribed. To this
poirt we shall veturn in dealing with the application of the
scheme to the provineces. .
. 61. Necessity for allowing sufficient elasticity to reve-
nues of central Government.—Ther~ is another question
which is equally important. Does Sir Walter Layton’s
scheme allow sufficient elasticity to the revenues of the central
Government to enable it in all circumstances to discharge
its vesponsibilities, remembering that those responsibilities
include defence, the debt, the credit and the foreign relations
of Tndia ? On this point we confess that we have felt mis-
givings. Our customs duties are already high, nor is there
much margin left for increase in taxation under income-tax
or stamps, or in the receipts from the commercial services
sveh as railwavs.  Once salt has been transferred to the list
M national excises, the margin of elasticity in case of need
“av bhecome dangerously restricted. This leads us to con-
“the desirahility for treating the salt tax in a special
. for it is the best suited of all for an emergency tax, and
.5 has always been an argument for keeping its incidence
» in normal times, so as to retain the possibility of its in-
crease as a reinforcement to revenne in an emergency. For
these reasons, while we do not oppose the recommendation
‘that the proceeds of the tax at its present rate should be
transferred to the provineces when the central Government is

-
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in a position to do this from its assured surplus, we consid

! . . O QO ] ' R

that no further inerease in the rate should be permissible a e;
el 3 S

source of provineial  revenues. The  margin  f
ale or .

inerease should be regarded as : ential emeree
for the central Gpve?nment. In I::()lt((li‘lrti)(:} tg(r)ﬂ‘i‘}ll‘ﬁi,;11(13’)1"0501-\Te
the recommendation® of the Indian Stalutm"y Q‘WL d'c,c\"&pt
on the suhbjeet of surcharges by the (’0:111"‘{)11](1‘1“%“)11
I‘I\.('ﬂi on auy taxes included in the si«lwdub ol'ﬂth.‘,l .I().V(‘,l"ll—
fund. In the absenee of these provisions the ('e11t:-f]1)1()V1]mal
ment woendd be reduced to dependence pmctic-/l{:v“l Govern-
toms, and as we have already explained, it \\jmrlll UPOL €U~
il the prospeets of substantial improven'l(,'nt ther x(‘ fl.pr‘)ezln' od
;0 tt]}lle smgl('_ chanece of an inerease in the n‘rl-')éf)i' ‘tl:(u}(?( U(\tt‘}%
. TR . . . ~ ! e * '
\}i]:ivm?l\\}]("”»l'\“lm 'tha't' ‘fvlvle_cornstltutu.m should retain the pio-
yimon N :\l;“, now exists in Devolution rule 19, under W%li‘('])
cfmfcrih“uliontnzer%e\nq}'r'the central Government may requii'e
Cetion of 1o be paid to 1t by the provinees, with the
sanetion o and subjeet to eonditions approve ’ Secro.
tarv of State, pproved by che Secre-
X : - t
o bjf‘ ggghcatflon of the scheme to the provinces—examina-
revenues.—-“?e 31()\:h?u£f0£)oi‘]a1de ‘Illﬁ[v;ksglil(l)'ces fofﬂprovi}ncial
fo t ot . : ¢ ation ob the  schene
exatI}:l?nart),il(?l‘l l:)lfg(?ll f}ftlzlerfgiillqt(lsxx]fll()'t 11)0011_ tlII.l(}, for a completa
the proposed new sources of‘ roz/li(; l).a}‘lse in connection with
reegarding which will in anvpease 1;rlliilflevenlles’ the decision
presentatives  of the provinees V\‘T(‘ n}';ul;et}st h‘g\lx}zlv e
esen the , § wer, ¢
%}ff&:)ﬁ:(‘t?'fc?rtz.un important points which have emorg’ejuig
o sonmse o )1111’ ezglamm;‘xtmn and our discussions with local
poses that  the custs first place, Sir Walter - Layton pro-
D od 30 o gg;t()msdduty on hn'mgn ]i_qum' should be
the right of irgposing.if::lrtht;] a& t?-“ provinees should be given
form of excises. As a couIr'l'celxl'blz?lS on foreign hiquor in the
cgnltrzll Government should take t}?(:l crl:xim?g ngrsotment, the
cial stamps. We have no objection t s romosal in
rinei _ bject o this proposal
peindien o Sl o szl G o
R i diﬁ‘ir itc.aa ing with foreign liquor may involve
nstion Tequires fcut hles not f-ully. realized hitherto. Thié
Sking in ] urther examination, which we are und -‘
takng consultation with the provincial Gover or
fore we should be able to determine th XAt overnments,
t}lns adjustment could be made /I‘rlfi((ifﬁllﬁl{orm m which
observe tl N Aon Ay we
fl'msll rnf,x.l,(1]11r(;1 t {'lltlhotugh the total amount of the %Te\;(entwqu}g
oy amereial stamps is roughly equal to 1] o e
which would bhe surrendered to th o fhe total amount
Walter TLavton’s proposals, the 1"02(,232:“12?3 ;::{1{1(‘1'18111'
Tunes vidua
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affected in varying degrees, and some pro-

.avinces would be e :
far as to ask fora preliminary adjustment

nees have gone 80

| this account.
As regards the proposed surrender by the central Gov-
nment of one-half of the income-tax on personal incomes,
e have already indicated that we accept this proposal in
rinciple. Sir Walter Layton has stated that the amount
wolved is in the neighbourhood of 9 crores, half of which
inces 43 crores. He estimates turther

ould give the provi .
aat at the end of ten years this allocation wounld probably
row to 6 crores. Both these estimates seem to us to be

ptimistic. On the latest figures available, for the year
998-29, readjusted at the new rates of taxation introduced in
he last budget, we calculate that the personal income-tax
ollected in the provinces was approximately 7 crores, and
he allocation to the individual provinces of one-half of the

ax would be roughly as follows —

Lakhs.

Madras .. - .. .s 50.8
Bombay . .. . . 90.67
Bengal - - - .. 96.08
United Provinces . .. .. 32.68
Punjab .. .. .. .. 30.75
Bjhar and Orissa .. .. 23.66
16.71

Central Provinces

Assam : .. 8.97

e .

Total .. 3503

——

A point, however, which has to be borne in mind is that the
t would not represent a net

fieures shown in the above lis ! e
g i for under Devolution rule 15 a certaln

gain to the provinces, e 1
chare nlready accrues to them, and we must presume that 1t
hould merge in the new

sntended that this provision s
was Intende 5 bered that under that rule the

proposals. Tt will be remem rul
provinces are entitled to receive a share (at three ples 1n the
incomes brought under assess-

, f the tax upon new
rupee) O F ared with the basic year 1920-21.

ment in any year as comp. . ]
] to give to the provinces some

ohject of this rule was . :
giifre i11 what was expected to be a growing head of taxation,

and it was anticipated that the indl}strial provinces in parti-
cular would benefit from this provision. In actual practice
the rule has operated very differently from the intention and,

owing to the full assessments in the main industrial centres

sn the basic yeal, the benefit has accrued mainly to the non-
industrial provinces. The sums which the provinees have
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htained under Devolution rule 15 since 1921-22 are given in
noappendin®, - The latest figures  available (for 1928-29)
fich we quote below, are  sufficient to  Mlusirate the un:
spectedness of the results —

Lakhs.
Madras . .. .. . 546
Bombay .. .. .. . .. Nil,
Bengal .. .. . .. Nil.
United Provinces .. .. .. 0.77
Punjab .. .. .. 4.04
Burma .. .. .. L1299
Bihar and Orissa .. .. .. 4,74
Central Provinees .. .. .. 2,23
Assam .. .. .. .. 6.63

It will be seen from the above table that, it the inerease al-
ready aceruing under Devolution rule 15 has to he surrender-
ed by the provinees, as a preliminary to the surrender by the
central Government of half the share on personal incomes
the effeet of the latter surrender would he considerably modi.
fied. The case of Assam is an extreme one, for that province
wonld on balance only gain 2.34 lakhs. We have not finally
considered how this situation can hest he dealt with, but we
would express a provisional view that here, as also in the
exchiange between liquor and stamp duties referred to above,
tome sort of preliminary adjustment will he necessary.

~ We aceept the proposal that provinees should he per-
nmitted to levy a surcharge amounting to one-quarter of the
tax on personal incomes. The proceeds of this tax, should
they eleet to impose it and should conditions admit of it being
imposed at the full rate, may be taken as approximately

equivalent to half the amounts mentioned in the table on
the preceding page. '

The proposal to remove the exemption from income-tax
on agrvienltural incomes raises a most controversial issne, on
which opinion in the country will run high. However in’dis-
putable may be the logic of Sir Walter Layton’s arguments
we must face the reality that this exompt‘ion has the Sanc-’
fton of long tradition and that dealings in land have always
rb‘eon ('(‘m.ducto(l‘ on ﬂ]O‘ assumption  that it would remain.
llh;'-, '.’I””}“”F “‘.f" ]00:11'(mvornrrn('nt.s', with few exeeptions, are
definitely oppased to it and for practical purposes we regard
its imposttion as unlikely in the near future.” We have :()me
sympathy with the view expressed by more than one pm\‘rince

*Appendix 1IV.
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-4 i¢ o form of taxation which should only be imposed
g}l,a‘; 1IF(.qlosrec;entative and responsible government, and this in
fact means that it should not be imposed upon a province on
the vote of the central legislature, but_ that the r.epresent.atwe
fegislature in each provinee must be free to decide for itself.

The objections to the widespread intr_odu_ction of a sysfnexll
of terminal taxes are more fully dealt with in an appendix*.
If imposed on the scale suggested by Sir Walter Layton, it
wouald be a serious burden on trade. A terminal tax designed
to brirg in 8 crores of rupees a year represents a surcharge
on rail':hy freights of about 15 per cent,, and.tl‘le s_uggt;stlon
to impose guch a tax 1s hardly consistent witi Sir Walter
Lavton’s strongly expressed view as to the }u'gent 1.1eed for
reducing treight charges. Moreover, apart from this .broad
consideraiion, there are certain practical diffienltics in the
wav of the imposition of a general tax of this natnre which
ave not mentioned in Sir Walter Layton’s report. Octrol
duties and terminal taxes are already used in some provinees
as a source of municipal and local taxation. It would hardly
be possible to allow this form of taxation to be wused by
municipal authorities at the same time as it was introduced
on a universal provincial basis as proposed Ly Sir Walter
Layton. On the other hand, the right to continue to levy
the tax eould not be withdrawn from the municipalitics where
it i« now in force, while we foresee difficulties in the way of
resisting all further extension of such a method of taxation
to other municipalities. In this connection we have to take
the actual needs of the various provinces into account. In
Assam, for example, a province whose revenuc is very
restricted and whose opportunities for improving its position
from income-tax, ete., are under the present propos_als for
special reasons much less favourable than those of other
provinces, we think that—particularly in conncetion with
thie tea garden traffic—there may be a special justification
for some sort of terminal tax. Again, in Bihar and Orissa,
a province which has hitherto had no municipalities levying
this tax, there will probably be a strong demand for its in-
troduction in this form. Without going into further details,
we mav state our provisional conclusion as follows. While
we hold strongly that the economic disadvantages of such a
tax are sufficient to condemn its introduction as a general
provincial tax, we think that for purposes of local taxation
there may be occasions when it will be the hest available
method, if used for special purposes and to a properly limited
extent. If, however, the continued use o_f such a tax for loeal
purposes is permitted, it .Wlll be essen.t1a1 to reserve to the
central Government definite powers of control in order to

*Appendix VIIL
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safeguard scurces of central revenue, and fo prevent the im-
position of diseriminatory  taxation which may involve
breaches of international treaties or agreements.

We have already taken up the examination of the
machinery for dealing with the proposed taxes on tobacco
and matches in correspondence with provineial Governments,
Both present speeial diﬁicplties, and the tax on matches in
particular can hardly be imposed on a substantial scale
without co-operation on the part of the Indian States. Our
enquiries on both subjects are still incomplete and any view
which we now take is mnecessarily provisional. We hope
that some effective arrangements can be devised, but we
believe that it will not be desirable to impose too high a rate
at first on matehes, and that the full yield from the tax will
only be obtained gradually. We regard Sir Walter Layton’s
estimate of d crores from the taxation of tobacco as too high,
and on present information we doubt whether even half that
amount is likely to be realized.

63. Increased resources of the provincial Governments
on Sir Walter Layton’s and our estimates—'I'hcse preli-
minary remarks have been necessary in order to enable us
to approach the matter from a practical .point of view. If
Sir Walter TLayton’s assumptions were all accepted, that
is, if within ten years the central Goyvernment were able to
surrender half the tax on persounal incomes and the salt
tax, and if the provincial Governments were to get the benefit
of all the new taxes, tobacco, matches, terminal tax and in-
eome-tax on agricultural incomes, and were to impose the
surcharge oun personal incomes, and if his estimate of the
yield of the various taxes were realized, we should get
approximately some such result as the following :—

A}
Actual increase of  Percentage

Province, revenue in lakhs increase.
of rupees.
Bihar and Orissa .. 1,24 7
Bengal .. .. 7,70 69
United Provinces .. 6,09 52
Assam .. .. 1,26 49
C'entral Provinces . 2,20 46
‘ Madras .. .. 6,24 38
Bombay .. . 4,76 34
Punjab .. . 301 32

Tt must he recognized that the picture presented in the ahove
table represents no more than a dis_tant, and perhaps even
{otally unattainable, ideal. 'We have indeed already indicated
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our view that all that the provinces are likely, in the near
future, to be able to count upon from new taxation is the sur-
sharge on personal income-tax, and a very doubtful 3 or 4
crores from the taxes on tobacco and matches, with perhaps a
terminal tax in a province specially situated such as Assam.
Some other forms of taxation may possibly be added to the
provincial fund, though we can think of none of u very pro-
ductive nature. We should also be glad to see as much lati-
tude as possible allowed in framing the schedule of provincial
taxes ; but the provinees will have to rely, in the main, upon
the gradual surrender to them of the central revenues from
salt and personial income-tax. :

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

64. An enquiry on the basis of needs.—As rvegards the
first of these problems, the (Government of Bombay have felt
themselves compelled to apply for a ‘preliminary adjustment
to meet their outstanding needs beforc the application of the
automatic principle beging. They suggest that needs can
only be determined by 'obligatory expenditure on essential

"services. Their request would therefore involve the avpoint-

ment of a special committee to investigate the needs of the
different provinces and to form a judgment upon the present
rate of expenditure in Bombay upon essential services as
compared with that of other provinces. The Government of
Bihar and Orissa also consider that a 'preliminary adjust-
ment shovld be made with the object of correcting existing
maladjustments before the automatic principle is applied.
They point out that, unlike other provinces, they obtained
no relief by the remission of contributions under the present
constitution, since no contribution was imposed upon them,
and that, with their existing deficit of 35 lakhs and the heavier
expenditure foreshadowed under the new constitution,” there
will be no margin for the province to develop, having regard
to the fact that the estimates of the TLayton scheme can
hardly he expected to materialize. The considered views of
the Bengal Government are not yet before us, but we have
anderstood from their representative (who with the repre-
gentatives of other provinces met us recently in conference)
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that the ‘Bengal (;‘;oyernment also would be likely to press
strongly for a preliminary adjustment before the introdu%tioxi
of the automatic 'principle. Other provinces, though they ar
prepared to accept the Layton scheme, would no doubt adx}francg
similar claims if a committee to enquire into needs were
appointed. Some of them might argue that in their case
expenditurc on essential services had been reduced

deferred through enforced economy in the past. ¢ or

While we have considered it our duty thus to bring pro
minently to notice the views of those Governments gwlt)ﬁc}-l
have asked for a special enquiry, our own view at present is
that the appointment of a committee to examine the posi
tion of the provinces on the basis of needs would b hk(}l) t(-)
intensify provineial rivalries and to create “enéral diqr‘,.);‘
faction. For the conclusion is unavoidable that the de‘ﬁignﬁé
of the various provineces are incompatible, and that no deci-
sion could be reached which would be accepted by all pro-
vinees as fair. On balance, therefore, our present view is
that we must definitely rule out the idea of any general ad-
justment as between the provinces on the basis 0? ‘needs ’ ;
for we do not see how any tribunal could pronounce iudgz
nient ou a matter so controversial and so much a matter of
opinion ir a form which we could reasonably expect ull pro-
viuces to accept. R

69. Pre!imina,ry adjustments may have to be consi-
dered.—While, however, we feel forced to the conclusion
stated in the preceding paragraph, we do not go so far as to
say that no sort of preliminary adjustment should be made
We have indeed been impressed in the course of our e);amina:
tion by {be serious injustice which may he caused in the
initial stage to certain provinces by the re-arrangement of
central and provineial sources of revenue illvoh?ed in the
Layton scheme. We have already referred to ihe operation St‘
Devolution rule 15, the abandonment of whiech wouald involve
an initial loss in respeet of income-tax for several provinces
which eould only be recouped later by the traunsfer of re-
sourecs from the central Government, the date of which is
uncertain.  Assam, for instance, stands to lose at onee nearl
7 Jakhg from a source of revenue which had been ls‘te&:lily
growing, whereas their share of personal income-tax, cven 1%
the central Government were in a position to surre,ndef at
onee the full amount under this head, would not be more than
9 lakhs. Similarly the exchange between foreiga lignor and
commercial stamps, though these heads approxirﬁately halance
so far as the central Government is concerned, will affect
~ovineial  finances unevenly. No figures are at preseut
available and it will take time to collect them, buf one pro-
vince has estimated its loss from the transfer at 13} lakhs.
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The provincialization of accounts will involve a new
on the provinces which has hitherto been borne by the
Government, while some provinces might benefit f
transfor of High Court expeuses less High Court fecs.
the exact cifect on individual provinces oi these
transfers has been examined mosve thoroughly than
to this moment been possibie, consideration must He
the question whether these special grounds justify s

.

liminary adjustments. We reserve our judgment
point. /
66. The order of surrénder of central reveimues
necessary first to explain how the various provinees
affected by the order of surrender of the two taxes in
personal income-tax and salt. We have already 1
the proportion in which the provinces would share
ceeds of the personal income-tax when surrendere
industrial provinces of Bengal and Bombay and in
degree Madras would obtain the principal benefit.
trihution of the salt tax on the basis of population
as seems reasonable, a net figure of 6 crores at
when the {ransfer is completed) would give the -
results :—

Lakhs.

Madras .. . 1,10

: Bombay . .. 50
Bengal . . 1,24
United Provinces : 1,17
Punjab .. L 55

Dihar and Orissa .. 90
(entral Provinces .. 37
Assam . 17

1t is, however, conceivable that the decision might be
for not the whole but a portion of one tax, and then
of the other. The result can be judged best by ¢
proportions in which each provinee would shave in
arore of cach tax surrendered i —

Personal
income-tax.
Madras .. .. 14.5
Bombay . S 25.9
Bengal .. . 27.4
TUnited Provinces . 93
Punjab .. .. . RS
Bihar-and Orissa .. 6.8
Clentral Provinees .. 4.8
2.5

Assam
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Bengal and Madrgs come out fairly well in o
there 15 10 serious difference either event, and

in the cage of the P

Assam and the Central o . njab

. ) : 1 LR STovenees, thoueh . UJIJ'd, ’
slightls better it salt were given the ’pféféfél Al would fare
eipal result of prefmyying meome-tax to syt nce. The prin-

Sllh[‘ i\‘l{ iﬂl ("aill tO "Olllb 5' C i o I(l b
‘ 11 k .]) a and an appl‘e(ﬂable oal X

S - : “d,lll 10 Ben%al

ol R ¢ ?

i0 the disadvantage mainly T 2
i § g mainly of th i .
Bibar. ’ e United T rovinces and

Sir Walter Layton has definitely ro

urgent needs of the industrial p1'()\’in}cezc§ﬁ$11{zfli)(le(1 that th
al least to the extent of arranging that the tmnr?():(‘)gmz'ed
come-tax receipts should be begun as early ag N L'Iblof T
18 true that the industrial provinces will 315‘3; <)~a'£OSSI~ ef It
the surcharge on personal income-tax if they d 1=’dmOSt Caro
able, to impose it, hut we suggest that as f}qirec1 e’l i are
any would be if the surrender of the first 2 c(ror«?s Soof Taon as
~ were m the form of personal income-tax and that thgfe\;efr'ltue

the survender of revenue should be from both taxes in g !
amounts.  We vecognize, as pointed out by the vi}fl)lv(lrnn(jluatl
of Bihar and Orissa, that there would be definite 4olit.ie(:ll
advantages  in  making a beginning with the pprovii
cialization of the salt tax at an early date, Tn fur:
ther support of the form of recommendation that
we have thus tentatively made, we would point out
that for practical reasons it is likely to be hecessary to
undertake the {ransfer of these taxes'step‘bx’f éto;;L 'Yl‘he
central Government will have to proceed tentatively in the
al?andonmen{‘ of its vrevenues, and it is hardly possible that it
will at any moment be in a position to hand over in a single
transaction the whole procceds of either of these taxesk )

7. Procedure applicable to the provincial fund.—We
accept the proposals® of the Indian Statutory Commisgion 1'e;
garding the procedure applicable to the i)rovirlciz1i fun‘d
Some modification in detail will be required if the Clommis.
sion’s proposals regarding the constitution of the Fedel..;i
Assembly are vevised, but the principles conld he appliéd
mutatiz mutandis to the alternative arrangement which we

have suggested for a separate inter-provineial finance coun-

cil. Several of the provincial Governments have expressed

doubts whether it should be open to a minority of the inter.

provineial council of finance-members to brine ,
taxation before the Assembly. On the wh%l’epi%%?es\?;i f\(\ig
consider that, if not less than three of the provinces desiro
that proposals for taxation should he placed before the \‘(J
gembly, it is fair that theyv should have an opportunit £ &i;
presenfing their case and of securing, if they can, a ma]}?;'ig’

* Volume TI, para. 163,
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in the Assembly. 1t has also been suggested to us that in
view of the many uncertain factors and hypothetical assump-
tions involved in the suggested financial arrangements, which
may result in the settlement working out very differently
from what is now anticipated, provision should be made for
a review of the settlement after 5 or 10 years. We have con-
sidered this suggestion, but we are of opinion that such an
arrangement would be disturbing, and might even lead pro-
vineces into a policy of extravagance with the object of estab-
lishing claims for special treatment in the light of their actual
commitments at the time of revision.

We recommend that the settlement should be embodied in
statutory rules so that alteration of it woild be possible with-
out an amendment of the constitution.

We call attention to the recommendation of the Bombay
“(Government, with which we agree, that legislation imposing
provineial fund taxation should not be voted every year, but
only wheu the inter-provineial council of finance members
makes proposals for a change.

68. Borrowing powers.—In an earlier paragraph we
stated that we accepted the position that the control by the
Government of India over the provinces in the sphere of
finance should be confined to the control of borrowing. It is
desirable to consider more fully the details of the Indian
Statutory Commission’s proposals on this subjeet.

As regards the powers of provineial Governments to raise
loans, the proposals in their report make little change in the
existing position which is governed by rule 3 (1) of the Local
Government (Borrowing) rules (regulating borrowing in the
open market) and by Devolution rnle 25 (regnlating advances
by the Government of India to local Governments). In actunal
practice the terms on which advances can ordinarily be given
have heen codified in the rules governing the provineial loans
fund, which have received the approval of the Secrefary of
State in Council, and have therefore to some extent limited the
fuller powers which the Government of India enjoyed under
Devolution rule 25.

The proposals of Sir Walter Layton may be summarized
as follows :—

(¢) The loans raised by provincial Governments
should be subject to standard regulations and
their raising should bhe co-ordinated.

(b) To this end a council of provincial finance
ministers should be instituted, over which the

F2
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Fin?”lufe Mel'l}ber of the vaernment of India
e preside. Its tasks® should be ¢ o
(,,stabhsh a borrowing programme, to lay down
the standard regulations, and to arrance terus
with the Government of India . It 'should,
however, be advisory only for the present, and
the real power should vest in the central Gov-
ernment. On the other hand, it is eontemplat-
ed that the latter should not act without eon-
sulting the council, sinece it is specifically stated
o that consultation should invariably he made
before special sanetion is refused to a lvan, even
where such sanction is definitely required by
the regulations. '

{¢) Ax vesponsible government in India develops, the
council may cease to be a mere advisory body
and may acquire real power.

The Commissiont apparently aceept these proposals gene-
rally. They suggest further that the powers statutorily re-
tained by the central Government should take the shape of a
perfectly general control, but that this control should not be
nsed to dictate the purposes for which loans should be raised.
If a declared purpose is within the scope of the regulations,
the grant or retusal of sanetion should be dependent primarily
on considerations of the monetary and credit situation. Ayp-
proval should, however, not ordinarily be given to a loan in-
tended to meet a defieit ; and if it is to be given, the ioan shouia?
pay a discriminatery rate of interest.

Subject to a qualification and a veservation explained a
the end of this paragraph, we are prepared to aceept thes
proposals as a provisional arrangement, though we mus
emphasize thot the words * credit situation’ used ahove re
guire further definition. The eonsiderations which are 1«
govern any decision should include, not only the genera
credit situation of the Government of India, having regar
to its own position and the rates for money prevailing in the
world at the time, but also the particular credit situatiqn of

the provinee which is seeking a loan. For this purpose * .

gecount would have to be taken of the general financia!
policy and position of the province concerncd. While
accepting the proposals as a provisional arrangement, we
feel hound to express doubts as to its advisability as a nerma
ment plan, if it is to develop to a point where the intér-Pro
vincial council ccases to be merely advisory and acquires

¢ Volume II, para. 311.
7 Valume 11, para. 189,
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.
actual powers of deeision. Several of the provincial Gov-
ernments have expressed opposition to the idea that their
borrowing programme should be controlled by a council con-
sisting of representatives of other provinces who are their
potential competitors for a share in the.limited amount of
loan monev available. They do not rule out the possibility
that it may be to their advantage to abandon permancntly
their individnal liberty of borrowing on their own oredit, for
the sake of arriving at a co-ordinated plan of borrowing
for the whole of India, and in order to obtain the advantage
of borrowing with the credit of the Government of India.
But they do not consider that in that case a body composed
of politieal representatives of all the provinees would pro-
vide a suitable arbitral tribunal. They contemplate rather
something ir the nature of an  all-India  board of loan
eommissioners, on which the expert element would be strong-
Iv represented. It has indeed always been our view that
the administration of the provineial loans fund should
eveninally be entrusted to sueh a board.  On the other hand,
we feel that it is premature at this stage to settle any
arrangements which should govern the position for all time.
While recognizing the advantage of a  co-ordinated plan of
borrowing, we see serious disadvantages in creating condi- .
tions, in which the individual provinees need not consider
their own credit with the world hut can always rely on the
support and protection of the ecentral Government. The
surest way to bring home to any Government the necessity
for following canons of sound financinl administration is
that they should be faced, when they disregard those ecanons,
with the absolute impossibility of raising funds, even on loan.

- This necessity will he borne in upon  them if they have
' themselves to deal with the outside money market, whereas

if it is merely 2 matter hetween the provineial Government
and the central Government, the realities mayv be obseured

- and political influences will play a part. Speaking general-
Iy, we think that the future course must be decided in the

light of actual cxperience. ¥or the present the provineial
Governments are all prepared to continue what is in sub-
stance the existing arrangement, and to place themselves in
the hands of the central Gavernment. Tt is our view also
that this arraneement should he rvetained for the present.
We have to make one further observation in conclusion.
The ohicetions exnressed Dy the provineial Governments to
having their individual loan operations controlled by a .

_council of provineial representatives have led them in certain

cases to ask that the functions even of an advisory council
should be strictly limited. They fear that even if such a
council is merely alvisory, if it is formally constituted, it
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will be difficult for the central Government to reject it
vice. They would prefer it to he definitely undegstcuolls'l?‘d-
che power of decision vemains with the central (’(l)’v-(-?(‘ oat
and that the central Government will do no mvorer tilz’xllilment
mon a meeting of provineial representatives so thatsutlljll-
g.eneral‘ programme may be jointly disenssed : such dis .
sion heing of an informal nature and not intencied fo 1 dc o
to anything in the nature of definite resolutions bv theeioul:lp
glitw.on the whole, we may express agreement with this

We must also make one further reservation. Tt would
seem essential to give the Government of India 5\\* : tvou
\Ylthout consulting provincial 1‘{‘}')]‘Qﬂelltaﬁve&gfp'111 8‘1’ Ol'afct
tion for a loan is made in an unexpected emer 'e;nc ;lppIm‘%-
consistent with our preceding observations tlia% W({S "1 b
consider it to he necessary or desivable to provide l‘;"( Qt ot
tory rules‘ for the establishment of g council. Th N sat-
sary provisions could he inserted in the standa.rd I‘OOL 111§.ces-
tl.lemselv(es, which would take the place of the Tuleg n):“va-,.m,ns
tioned hy the Secretarv of State. Minor point;' o%“ thc-h
could be thrashed out when the provineial e 1 etail
met to frame regulations. Presentatives

_ 09. Provincial balances.—The Indian Statutory (¢
mission have concurred in Sir Walter Tayton’s ro} o
dation that provinecial halances shonld not for the —omen.-
separated, and that,any change in the present érrg‘esent be
might be postponed until a central hank is oz‘eq’;edgemex'lts
would presumably take over the bauking b'usinésq(of fhWthh
vincial and central Governments. We have ascc;rtnineell %ro-
therq is no desirve on the part of provineial Governmmy(t tflat
any immediate change in the present zn'ranfremc;ntﬁ 11 S‘{ o)
support the Commission’s recommendation.h We ha ;m( e
ever, to contemplate the possibility that an autonom(\)e’ how-
vincial Government may desire at some time in the f 1;8 o o
maintain its own balances, and following the general ture to
adopted by the Commission a development ip th" Hiroctins
should be allowed for. We therefore recomme l(si dlrectlgn
after the new regime has been started any rol?' ftat if,
ernment desires to maintain senarate ha]a'hero)q Vﬂlwl:wmglqg)?-w

AT | hi ‘'n-

ment of Tndia shonld be prepared to agree, subject o syige

a_ble arrangements as to details, A scheme for f]

tion of halances was drawn up in 1924, and i m‘m Tepar.a«
. i - M o v 2

th.at. the separation eonld he effected withont anv 3(: be said

ministrative diffienlty. ‘ ANy serious ad-

-
In this oqnnonf'mn the Commission have made o furtl
recommendation that the Government of Todin o ”n' lep
form the serviee of banker for the nmvinoinf‘(‘r‘ovoll]'limpfiz

71
on a commercial basis, and should not attempt to make undue
profits out of the business. We accept this in principle with-
out committing ourselves at present to the amount of profit
which would be reasonable or the form in which this profit
would accrue, e.g., services rendered at treasuries or interest
on minimum balances to be kept by the provincial Govern-

ments.

70. Accounts and audit.—Sir Walter Layton’s recom-
mendation in regard to provincial accounts and to the status
and functions of the Auditor General are endorsed* by the
Indian Statutory Commission. We accept the Commission’s
recommendations. Tt is not unlikely that some of the provin-
cial Governments will at first desire to employ the central
Government as their agent to keep their accounts and super-
vise their accounting staff, but we agree with Sir Walter
Layton that whatever arrangement is adopted, the accounting
staff should be entirely separate, so that the accounts may be
aundited by an officer holding an independent position. The
various technical problems arising in this connection have
been examined, and, although complicated, do not give rise to
any insuperable difficulty. The question of the future of the
Indian Aundit and Accounts Service is among the most im-
portant. The danger to avoid is that of having a number of
small distinet cadres, none of which would be sufficiently large
to offer a carvcer to attraet and keep good men. At first at
any rate the provinees will prohably find it necessary to em-
ploy men seconded from the central servies for the higher
posts, and the full organization will be for administrative ex-
perience to decide.

71. Grants-in-aid.—We agree with the view expressedt
by the Indian Statutory Commission that the rigid system
now in force, under which it has been held that it is not per-
missible to ineur expenditure from central revenunes on pro-
vincial subjects, should be relaxed, and that it should be
rendered constitutionally possible under suitable restrictions
to assist provineial objects from central funds and wvice versa.
Anv such grants-in-aid should be for some specific purpose,
and the system should not be used for general relief of pro-
vineial revenues. )

72. Local cesses on land.—We have no comment to make
on §iv Walter Layton’s recommendation} regarding the desir-
abilitv of removing the limit upon surcharges or cesses on
land revenne or rent. This is a matter which is within the
competence of provineial legislatuges.

* Volume TT, para. 189, + Volume II para. 187. 1 Volume II, nara. 275.
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" A 1]
THE CHIEF COMMISSIONERS’ PROVINCES
4 21 e
, The North-West Frontier Province
(3. The pro i Mhe
| > proposals of the Commissi
o : ) sion,— ) issi
devote particular attention to the peculiari'l ghﬂe‘l o mission
of thf} North-West Froutier Province Th}:?i ~l Ipl'll-t problem
contains an ituminating chapter on i.ts mft'l f atares | e
(] Gt , ! - s
contrast 1.»01\_\'0911 the government cxereiseil | Cf}mneb' 1o
ministered distriets and in the tribal tracts ben'1 Vi Dve, ad-
tatively described, and the chapter end e Authori-
fatively o , L the chapter ends with a general dj
ussion o the uutuy‘c of the constitutional pro'nolemt> Th in
p01£1th which the Commission take are, first th‘{t theetm?)m
0 i v a1 i 1 y ‘
gic;.t mip}t vemain under the direct charge , of the Gr()'lrll al
thi 11[‘121 (}}dl.a ; siqond, ‘réla,t the administration of justic; (;Alril(i
ask of promoting and preserving ! '
the ta; g and preserving order in the fi istri
1s Inflmately conmnected wi ) el toricts
. el reted with the control of tl 1
third, that if law i Qistricts wape o0t
, law and order in the five distri :
hat _ ‘ 1striets were t
dealt with in a nrovinei: i i
_ y ial legislature, and entrust ini
ter respounsible to sucl e £ entrusted to a minis.
sponsihic to such legislature, the nee i
would be more diffie to = y et ety
) ult to secwre ; an '
uld he 1 s ; and, fourth, that the
%11(({?{11)‘}1’._# law and order, which in other parts o’f India is
P mestic avd internal matter, in the North-West b‘ron‘tier
rovince I8 closely relat 3 of v
) rsels ed to the subjects forel
mee : subjects of foreign
g(ill;lcg, ﬂ(lm.l of Imperial defence. On the otherl h-u?d
, ¢y ecomment sympatheti N
> they hetically on the fe
g;;ﬁ _s‘r{mlg .Hl!ndu commun}ty, the Comimission hold tfﬁ tﬁf
{ ‘ ]121 0 u.»imms to the five districts has given these E(lll une
3] T E r i
doubted grievance. They comment, however, on the absence

of local cxperience of the elective principle and draw adverse

01()11(‘].11[%101],‘; from the vesults of the recent experiment i
elections to the Peshawar municipality o

secog%ls (:l’(;(?z‘)rnmqgldicltti}onst made by the Commission in their
cond volume reflect the tenour of the views the : i
the first. They repeat their previ o oy gpress In
tial need for nnified control 0\1')01' tl?::eig?(%l?l?ﬁr(i); he Jmen
the 1.1'11»{11‘- tracts, as the only means hy which“rh . ; and_ e
the frontier can be effectively maintained Th‘e('3 sty of
suggest that there should be no change in ‘the  acordingly
ment, by which the Chicf Oommisgioner cf rc;s_ent Arrange-
person  the dual responsibility of admini tm‘qlnes 1 his
custr_'lcts and acting as Agent for the Go shoang, the five
dealing with the tribal area. They propose Z’ernor G'reneral. o
cal aspirations of the provinee by creating Olme'et the politi-
eontaunpg‘ mdireetly elected 1‘e‘\/presen‘cq?i&fJl OCd-l legislature
of taxaP;QFLam}i of voting expenditure; | b?lst’ \\;1“5 ‘h exé)c(mffg
i lv ()} l;: r § v - . R /
i}fizzi()ﬁu:x;] ity should, as at present, rest with the

*Volume II, para. 121,
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74. The proposals of the Indian Central Committee.—The
recommendation made in the majority report of the Indian
Central Committee was that reforms should be introdueced
into the North-West Frontier Province on the lines of the
Morley-Minto reforms ; and that after a constitution of that
type had been in operation for ten years, the question should
be further examined with a view to seeing what advance
econld then be made.

75. The need for constitutional advance.—As we shall pre-
sently indicate, we see strong reasons for giving the North-
West Frontier Provinee a form of government somewhat more
liberal than proposed either by the Comunisgsion or by the
Indian Central Committee. But the first point which we
desire {0 emphasize is that the Commission themselves appre-
ciate the now urgent need for constitutional advance in that
provinee. The need is also recognized by the Indian Central
Committee. 'This is an important variation from the position
which obtained in 1919 when the authors of the Joint Report
recommended” that, for reasons of strategy, the province must
remain entively in the hands of the Government of India, a
recommendation which has since continued to govern its
constitutional status.  And, though the problem of introdue-
ing reforms has been much agitated for some years past, and
was examined by the Committee over which Siv Deuys Bray
presided in 1922, no change in the administration has yet been
made. The provinee was separated from the Punjab in
1901, and still retains the form of government which it was
then given. The last thirty years have seen great changes in
the proviuce, and this is a position which we think can no '
longer he maiutained. The need for some advance is admit-
ted ; the guestions now at iscue are its degree, and the form
which the new constitution should take. :

The 'ommission seem to have been greatly influenced
by their belief that local conditions prevent any resort to
methods of divect election. For our part we are inclined to
the view that the conclusions which the Commission drew
from the first results of a single experiment in munieipal
elections may have been undaly pessimistic, and, if direct
elections to the legislature be found practicable, we would
consider it diffieult, on general grounds, to refuse to the
gronticr province somewhat more generous treatment than
the (lommission recommend. The five districts of the North-
West I'rontier Province are not behind the adjoining districts
of the Rawalpindi and Multan divisions of the Punjab in
point of intelligence and capacity. In these Punjab distriets

*Joint Report, para. 198.
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g(l)fnﬁftténgi :)thihite(x{ elef;t1<)11 to district boards and municin
com s was stil unknown when the reforms of g wbal
Ity 0(luc_e(l. Nevertheless, thev have ¥n~s 'Ot L9 were
succe{ss 1;1 the giyarchical constitutiocn of gilaeltrl)ilopated ‘Y;lth
51?;%) :ahg dtlioo ni:‘ oﬂlil\lV ?st Frontier Province maywxxlel' c{lhe
should no 11'1()7‘(;0()101(- uect_ vepresentation for logal purposes
government i the)-s_ w,et _1‘110 mtroduetion of I'C.IN.‘C‘SGHfSIE)L'C?\(;‘5
goverpmentin t ir p‘l,o.vm(*e now than it did in the Pun; ;
J19. I fact the Chief Commissioner has now (vle(mi)'alf
LCCI(La(

tO illt]'()d‘(l(‘(‘ (]i . j ' 3 dti (&) I f l
l [ - T G('t repres ‘1lt‘ 3 1 1

aim

Thor ,
ihere arve, however, other .
: : . er reasons of gre; ;
(I:J)mept '101 carrying reform bevond the poin?;’ fe(:ztch %l (kl)('tuf.ﬁl
comission.  Their pro . e e
. Their proposals concede rislativ i
but deny auy popular shave i i ative comeil
ot ey plar » are m the executive. In effeeg 1 ‘
Commission, equally with the Indian Central ¢ ittes
would leave the North-West Kroutier Provi ST tiee,
ol eave 1 rovinee, with some
variation, ry mueh at the stage which other ine
jn((i(l):;q \\,111‘}1 the 1nt1{'<{d]uctinn of the l[orlev-’\[intrpf'?jt;l)llmes
J0d. Theve would he in th cecutive Lemoent ot
. . ¢ executive ple :
o L ¢ no element o
Mari)es]tsvlpslh(%\? the tleglslature. The undertaking f)fltHiZ
.ajesty’s Government set out in fl : t
Sesty’s ut 1 the announcem £
constjh?t%uSt %917 wpuld still  remain unexprqugg o &he
8 3 i o ‘
when ““)onﬂo the l\mth-West Frontier Province at :lti n?
e o e rpidls | moving forvad o
husible gove nit, e fullv recoeni ] 1 "
res, e o \ , ognize the particular
deqi’itll)(ﬂl{“,f)f the  North-West Frontie; Provia (}eaigmﬂdlg
nehtions of the Noxt ‘ e so we
in the report, and do not overlook the \V"&("K%V
(s 1

(r()]lnql(l( T‘d“(HN \' I |
SN ]](ll ]]l” HE ‘¢ (‘ MMINISSIO Vi {3

a strietlyv cautions advs
‘ ity 15 advance, At the s 1
2, St . ‘ ‘ . At the same time the realitios
et f;\l\hxﬂhn;x}, and we heve have in mind the events :)lr']ttli‘\l.‘
st - months, make 1t ¢ atter ‘ o .
past few 1 . a matter of the first import a
. ]‘mh“c,(;‘l:]eme adopted should attract a reasonable rr)neaigsra
thaf b Q11{>11R1})?11<)tf;15‘11(]’ Elb]ect to the necessary S“.fewu‘ard
t g cave the way o for invi ous ’
ot 1t should ot leave \ pen for invidious com-
Ib“rm:t)ie\ },)e:r\\g,l_n the form of government in the N v("g Wos
T Provinee and that introdnced elsewhere Rorih-Wost

76. T i "
Inoader (?ﬁsﬁ};f]lc e beLWee'n.three courses.—These ave the
choice of a consf ations which we  have befor ey

a constitution for the North-West 1y e ous The
seems to lie hetween three systems : Pifh : rontier rovince
constitution, or dvarchy, or a “I.li{‘('ll'vel ihl::l;l'ley—l\dl}nto
approxin: 3 3 v e 0
bg}tﬂ“"f’ﬁ? ):)profxf)is?(;gqf()l m _Of government in other pm]':'inlcfle :
stances of the stons appropriate to the particular cirer o
A ‘by the ?Fovmpe.. The first represents roughly the i m-

, sommission and by the majorityk o the I(nldollrfrel

. €

(k]

For the reasons which we have just
that it would not satisfy the political
aspirations of the province, and would thus suffer from the
fatal impediment that it would enlist no popular co-operation.
Arguments based on the Commission’s contention that the
provinee™ ‘¢ forms the inevitable terrain for military opera-
fions ?’ seem to us to be susceptible of implications other than
those which the Commission draw. A discontented frontier
provinee would be a-serions threat in the rear of any army
operating in the defence of India. We would be reluctant
therefore to adopt a form of constitution for the North-West
prontier Province which would tall so far short of provincial

expectations. Incidentally the suggestion of the Indian
limit to the constitution

Central Committee to fix a ten years’
which they propose seems to us more likely to aggravate than

to assuage the objections to their scheme. From the first
years of the new constitution agitation would be set on foot
to replace an admittedly transitional system by something
more acceptable.

The sccond expedient of a dvarchic constitution on
the lines of the existing constitution in the Governors’ pro-
vinces was.suggested by two Muslim members of the Indian
Central Committee, namely Sir Zulfigar Al Khan and Dr.
A. Suhrawardy. So far as we are aware their suggestion

has received no.support in the provinee ; and, in the ahsence

of such support, we agree with the Chief Commissioner that

there would he very grave disadvantages in now giving the
North-West Frontier Province a form of government which
is being discarded elsewhere. The general arguments used
by the Commission in criticism of dyarchy in the Governors’
provinees would apply with speeial foree in the North-West
Frontier Province, where irresponsible  opposition to the
reserved administration would be particularly dangerous.

There remains the third possibility, namely, a nuitary
sel.ome approximating to the form of government in other
provinces, but with agequate power secured to the head of the
provinee suitable to the particular local eircumstances.
‘This is the form of constitution recommended by the Chief
Commissioner and represents {he chotee hetween the three
o would ourselves make. The scheme which
the Chief Commissioner proposes is set out in an annexure
to his letter ; hut the matter is of such great importance 10
the peace and contentment of the North-West Frontier Pro-
vinee that we make no apology for ourselves vecapitulating

Chief Commissioner’s scheme and review-

the features of the :
ing the lines on which it might be expeeted to funetion.

Uentral Committee.
given, we consider

courses which w

*yolume IT, para. 120
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77. The Chi issi
I T )C(I;qu Gommls_mqner’s scheme.—The scheme pre
pared by the Chief Commissioner cont islatare
to constst, us recommended by ﬂ‘l ((jn b ates u legislature
s 8% ; e by the Commission, of ar :
alllgCixl()lyllll.lus(l clement in about egual 1)1'()}')'01"51(;)‘1]11&ele'(i‘ted
‘ectse sievesti is that +F ve olan : .
g m‘l‘t);iltlég,(thn is that the eleetive element should be of e
» 1 < . ’ * 8
miq:-i'zm : ;)_ um]. So far there 1s agreement with tht\ ?}l(\)’r?
ssion, bt in place of the Commiss / | : A
. . : o ¥ 18:101°¢ scheme of indi
o L prace of : 8 seheme of 1y
¢l fou(illi 1‘11« |mt(n_|,twi1 1510 substitute direct election ¢ iil'(i'll:gc’c
5 b to beoany strong Joeal feeline jn ‘ v of
" v - g local feeling in favour of ¢
ele?itfd members whollv chosen by ;’l ect et 0y of
Ot Gomembers wholly v direet  election »’, "Phe
Uhict Conn )t.. '_“.1'(0_(».\ not exelude the possibility of com
state: ! et with indireet methods of eleetion hut l l-
S _»,l fl( problem wonld require to he worked ’t by
iph cia Ja;lcluso committee possibly local in itg (on(lm 2.}’ N
e e tlf/C‘ f)t Ehe council would be determined by the -(pufl oo
lot}.l of what wonld form convenient constitue o xa
afl\ 1tmgatod that it would comprise a total membershi
'ei‘jtc (ii and  nominated of some 30 or 49 m LFS .
. Ny - . v > "
“111(13011 111C!u1 and Sikh minoritiex would be ziven Weicnllltels‘
T ] d h ) ’ )
entit[e([nng 1t bhe dp}lhl@ that to  which thev woi:l laﬁe‘
entitle on a population basis, and would be eiven a (1(1(' ;
led on e | uld be a chole
1 various methods of representation includine ccparate
electorates, reservation of \ Domination Tt
Lol seats, or even nomination. The

official eleinent woul imi
, conld he limited to siv oy o .
seats. ed to xix or eight nominatoe

, . .o .
The Commission rightly emphasize

1'esp0n:s1b1‘ut}. hoth for the five distvict

tracts 1n the same exeentive authority

the need for vestine
s and for the tribal
sioner’s scheme veeognizes this essenti IThe thef o s
) : ecogmizes tis essential requirement. {
lllje;ad_m the administration  of the North-West Fl'onrgéi
L‘ownw, ‘ro‘ be  known  under these proposals as th
Gleutenant~(,rovernor, would remain the Aote(n"c t(ls ‘c’h‘3
overnor (General in Counneil f 1 vo o N
rene wneil for the tribal ar . '

r Gener . ) ribal area. But for

| thhe ?1(1nnms.t1,1t1(?n of the five districts it is suggested thmt
e should be assisted by two ministers, of whom ¥
he an official. C one would

This departare from the recomme i '
mission involves other important corﬁ(sg(?l}g?c‘é; OtI ﬂ'lt? (;'om-q
remaining a centrally administered ai"‘eftv nnder glhs oot
confrol of the Governor General in ()ou;xcil '(itel' ({dn'ect
to devolve _:111’(,110'1'ity oit the provineial adm%ni%t]'s tr_)lopOS_Od
a classification of subjects into central and provi.n(l”a /]10? o
ing broadly the lines of the classification in othe m'y" o
But theve would be exceptions in the case of i i
peculiar to the North-West Frontier admi ing I'ta'l'n Fapits
D e ool ost Frong administration, which
ul assified as central subjects and dealt with 1

existing basis.  The (Chief Commissioner has enmnvrate(j(in;or‘;i0

§ 2 sonie

of these, for instance, the frontier constabulary and scouis
» - o

encies, hut it is -
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frontier remissions and allowanees, and strategic roads as
Ulusirations of matters cliefly relating to the tribal areas
and to the defeuce of India, and properly classed as central
subjects for that reason. He also mentions the extra police
and other forees necessitated by the geographical nosition of
the province. We think it probable that on further examina-
tion these should be classed as provineial.  These, however,
are matters of detail which need not here detain us. The
hroad point is that in making the dividing line between central
and proviuci.al’subjects, regard would be had to the need
for classifying as central cortain subjects  of all-India
importance peculiar to the present administration of the
North-West Frontier Province, which could not properly be
entrusted to the provincial legislature.

Simultaneously with the devolution of authority to the
local administration, it would be necessary to give the pro-
vince a fivancial settlement. The Chief Commissioner has
explained ihat it will he necessary first to reach a figure
of what mas be called it~ normal domestic  expenditure.
Steps have already heen taken to enqaire further into
the classification wlhich he has suggested of various classes of
provineial expenditure, but these again are matters of detail
with which we need not encumber this despatch. The out-
standing result is that even after heads of expenditure whieh
should he classified as central have heen separated, the
revenues locally raised are expected to fall far short of the
expenditure needed for the administration of the subjects,
which will be classified as provineial. "l'o meet this deficit a
subvention from central revenues would be required which, in
agreeme:t with the Commission, we consider would he justi-
fiod. 'The Chief Commissioner suggests, and we are disposed
to accept his suggestion, that the subvention fixed on this
basis should not he variable from year to year, but should be
subject to quinquennial review by the Assembly.

Phese are the broad outlines of the alternative scheme,
which with due regard to local conditions the Chief Commis-
sioner has put forward. In concluding his deseription of his
proposals, which he Jeseribes as tentative only, he sminmavizes
{lie main respeets in which they depart from the recommenda-
tions of the (lommission, namely, in the devolution of autho-
vity to the local Government ; the provision for a financial
settlement ; the introduction of direct election to the
legislatuve ; and the presence in the executive of two minis-
ters, one official and ome non-official. The scheme is put
forward in the holief that while securing to the Tieutenant-
Governor adequate controlling authority, it will give the
province a Hexible constitution capable, with thg growth of
political experience, of develonment and expansion without

v
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the necessity of subsequent violent ch :
an
statutory amendment, ges or radical

78. Consideration by the Round Tab]
e
We haveno doubt that full opportunity will becz?kfgze‘?fe{;

Round I'able Conference, in consultation with the British -

India delegates, to weigh and to assess the rival i
of tle three sechemes which we have set oukt or of z‘lld BT
vhich may be put forward for consideration. Muc?ly s
.ewill attach to the proposal to which the Commiggi Weﬁght
* lent their authority. We recognize the ecares and %il?llb'qve
with which they have considered this most difficult Lribihty
We do not differ trom them in their assessment of thg fa ten‘x.
which must be borne in mind, and of which we a re(é'ois
the bearing. But vecent events have thrown freghpll[i) -htla .
what has beeome a  pressing  political pr()ble;rl %Ve ((;n
not disguise the rvisks involved. Thev are set 0u"c fr kl(3
by the Chief Conmissioner. But the rigk of conﬁnuedan 1:y
tical dissatisfaction in the North-West Frontier Provli)ﬁ('l(;
is to our minds the greater menace. We look foraconstih}-
rlon ]wltllwh shall he }so frarr_lied as, (gln the one hand, to safe-
guard the peace and seeurity of the frontier, ¢
other hand, 1o recognize the local :\S:Jili:t(;gglfl\’\'i(tlllll(%;/h(i(lzlh fhe
. . . N £ ’ we
fully sympathize for a form of government, containing a
popular clement, tor the administration of purely provincial
suhjects.  With this objective before us, while we apprecia;;e
the argmments on which the Commission hase their proposals
we favour the more liberal scheme which the Chief ()«»m;niqf
stoner has prepared; and which he recommends, )

Baluchistan.

~ 7 The Chiel Conanissioner in Baluchistan accepls the
view expressed by the Commission that no present chanwe is
required in the administration of Baluchistan, where no dz:;ir;x
for western institutions has vet expressed itself. We al /
are of the same opinion.  We agree with the Chief Comﬁx?so
sioner in the mmportance which he attaches to the ("Ommis:
sion’s proposal for the representation of the pl‘ovincé in the
central legislature, We have borne_this in mind/in th
suggestions which we have made below for the future come
position of the Indian legislature, ’

Other Areas.

80. The Delhi Province—In our memorandum ¢
Commission on the subject of the Delhi province, we obs:rigs

that it comprises the seat of the Imperial @ , A
those areas alone which could not convgniently ]())g ggggg(litf%;g

it. Though the memorandum was descriptive only, we drew
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upon the precedents -of other countries to emphagize our
direci interest in the gemeral and political condition of our
own enclave. The Commission’s view that the form of
government in Delhi cannot be usefully altered is entirely
in accord with our own opinion. In our own suggestions for
the constitution of the Assembly we meet the point taken
by the Chiet Commissioner that there should be two seats,
one for a Hindu and one for a Muslim representative of the
Dethi province. '

81. Ajmer-Merwara.—Similarly, in agreement with the
Commission and with the Chiet Commissioner, we consider
that at present no constitutional reform can suitably be
introduced in  Ajmer-Merwara. We agree with the Chief
Commissioner that the representative of the province in
the Assembly should as now be elected, and should not, as
suggested by the Commission, be nominated. It may not,
however, be possible to meet the view of the Chief Commis-
sioner that Ajmer-Merwara be given a separate seat not
shared with any other province in the Council of State. But,
as in the case of Coorg, we agree that the views expressed
by the Chiet Commissioner in this matter should not be over-
looked when the precise composition of the Council of State
is being considered.

82. CGoorg.—The Commission have expressed the opinion
that there is no ground for changing existing constitutional
arrangements in  Coorg. The Coovgs themselves appear
from the Chief Commissioner’s letter to be divided in their
views on the future status of the province. Some sections
are reported to favour amalgamation with a larger unit ;
others desire to retain the separate existence of the Coorg
province. We agree with the Chief Commissioner that,
until local opinion has crystallized, it would be premature
and unwise to take final decisions. We accordingly accept
trne recommendation of the Commission against any present
change.

We accept the Commission’s proposal to give Coorg
one elected seat in the Federal Assembly. We fully appreciate
the distinetive historical traditions of Coorg as recalled by
the Chief Commissioner, but we see some difficulty in accept-
ing his suggestion that this small province should also have
one seat of its own in the Council of State instead of sharing
a geat with Baluchistan and Ajmer-Merwara, as recommended
by the Commission. The views expressed by the Chief Com-
missioner on this point may however be further considered
when the arrangements for the composition of the future

Council of State are being made.
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83. Machinery for constitutional chan 4\
accept the Commission’s view that the tin gie'S.——J'
constitutional change in any of these 1"611;'6 entral
recognize that their existing systems of adm'ce_n“rral'
course of time come to require modifieation e
therdore th_at_ theu_e would he machinery iIl'thO :onstituti

elLlable a_dmn_ustratlvc and constitutional chan0'(;“'uht1tutlon o
at any time in the form of their %‘()Vernmeﬁt ges to be made

BURMA.

" 814:1 ?eingat?n recommended by the Commission.—In
ieir repert the Commission digcuss® at g fonetl b

of 1,3111-111{1. The,y describe thcf 1;:;tl;1.t05(())1’t{lei€:1i%;‘_‘{‘i}‘l‘e'tuture
%13‘:(1‘?111 ],"r\r{ﬂ! Ind}a, and express two main gl'()\llll(l(:L‘r‘}l,Ll- ?ﬁs?~
belic? 1t the two countries should now be separated. T -
wo grounds, which they state as cardinal cb I‘f 1“1EL( one Dese
ﬁl'st, the strength of Burman semiment( in’ ‘[{115}: u‘
%on ; and, segond, the constitutional el |
Big;ren? ta ?3tllsfact0ry plage In any centralized system de-
s1gned to advance the realization of responsible pover n
in 53'1.'1t1sh‘Indu}. .Their examination of these t?x(:)‘ er;ninerft
if}i % thofxmngs_mon’r ‘_‘ to t_he (loﬁni_te conciusion thatantoeflﬁ
0e hut the most overwhelming cousiderations coulq j i
t e.copytln_ued .rete'ntlon of Burma within the vamf "uStﬁ‘V~
India . Having reached this view, they next y .11.1?1eut o
consider the main objections which have heen rfliJ){Uu"cs{ .
finaneial and economie. ised, military,

liough we
t come for
arveas, we
on may in
h

We should hope

ations, are,
n of separa-
difficulty of g'ivﬁlg to

. . ‘
Ll’on‘l{lr(" gi)mmls‘smn do not contest the argument in  the
" tl‘li(l\h;‘— Tlelmsto.rd report that Burma must remaing ¢ pari’
\ N “ . aqe ’
of th mtzg)(‘mn [t).oht} ,i-: ]fm' military reasons. They do mnot
. 0 questions of high strateoy: | ter emphasizi
Thaer. o quo high strategy; but, after emphasizing
E':sth]]*%ﬁn(f)ilerjmfr}n%is Tlterest m the defence of tlte Nor‘t‘;
ast I Lier of India, they take their mai i | hey
onti Ind vt main poiat that§ ¢¢ they
:iec(? 111(: \1 cason why it should not he possible to con{hi?m t {3_3
tard ..(‘{)dl.clt'l’()n \Ylth satisfactory arrangements in >*he¢ 11;1(')]}-
sphere ', nt ' ‘ ) “in
a S{pulmted 1311151111}}102\%’(211%1087 coniiem%late ot the troops in-
pavate rma wonld be under the control of the ¢
;’J‘nlf.l I a ];1 ‘nr(lnza-ry internal matters, they seem to hfxs'e(wlovd.
n .}1(.\\, cJose military co-ordination under some k‘hd py:
unified control between India and Burma for ;1 S
purposes of defence. ' ‘
The Commissio ot Sir W ‘
o n accept Sir Walter Lavton’
. . 144 ‘ e ‘al
clusionl] that ““ separation could fairly l;eyil(’)fn Sf o] o GOR
way as to do no financial injury to eithe oL In such 2

Burma with adequate resources ’’. I eountry, and to leave

*Vol. T[, Part VI. T
TVol. T1, para. 219. «Joint Report, Para. 198.

#Vol. II, para, 22§Y°’~ I, para. 221.

e general
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They restrict their consideration of the economic conse-
quences to the effect of separation on Burma’s economie posi-
fion and its economic relations with India, and suggest that
mutual adjustments should be made by way of a trade conven-
tion between the two countries to the advantage of both.

The general view which the (Commission reach from these
conclusions is that there are no military, financial or economie
objections of such weight as to amount* to ‘* overwhelming
considerations ** sufficient to justify the retention of Buima
under the Government of India. They accordingly make a
defiiite recommendation that Burma should be at once sepa-
rated from India, and they suggest that a declaration fo that
offect should be made as carly as possible.

85. The military problem.—In the short time at our dis-

~pusal we have endeavoured to supplement the Commission’s

investigations into the probable military, financial and eco-
nomie consequences of separation by further departmential en-
quiries on our own part. We take first the military problem.

We do not here concern ourselves with questions of the
garrison required in a separated Burma; nor with the sources
from which it should be obtained ; nor again with such mat-
ters as the nature and extent of such financial contribution,
if any, as Burma might for one veason or another be re-
quired to make towards the defence of India. The broad
issuc which we place hefore ourselves is whether or not strate-
gical counsiderations make it essential to maintain a single
military organization under unified control for the de-
fence both of India and of Burma. On this broad issue the
technical advice which has been tendered to us by our col-
league His Excellency the Commander-in-Chief is that nuitied
control is not essential. We are informed that there is mno
military reason why each country should not possess its
own separate defence organization. This advice immensely

*sinplifies the problem with which the Commission were faced.
Tt does not mean that diffiecult and complicated issues may not
arise in determining the appropriate arrangements for the
defence of Burma. Nor does it exclude the possibility
of some measure of mutnal co-ordination in the arrangements
made tor the defence of the two countries. But the advice
which we are given, and which we are disposed to accept,

wos far to remove the military problem as in itself an
obstacle to the separation of Burma. Moreover, it is wholly
in aceord with the representation made by the Government of
Burma themselves thatt «¢ geparation should be complete, and

*Volume 1T, para. 210. 4+Burma letter, para. 14.



82

should exte ilitar
s nd to the military as well as to the political
. 86. Financial considerations.—Our examinati
f}ll&}l(:l?ll consequences likely to arise from separati Ay
sarily incomplete, but we enclose in the forn? ofaaﬁ)lslt o nesgs;
ianglegz(x(i)lghfnl \prfpared in our Finance Departmentp(};fs%ug:;-
g arie ds‘pec s of this matter. The calculations mad
& ir Walter Layton in his note on the financial oot
o! separation are examined and discussed, and the 0% axsp:ect
;(zachttad‘ tby the Departn‘aent is that it would not, bJenéla]f}:u‘;’;
cofﬁg f;ir]I;fr(la)seenef%f éi}t@e ({,?l?uilsilon ’s ﬁndinig t(lllat separation
cot y b such a way as to do no finaneis
;llllggfyl tff India. f&t. the same time, according to the dg I)]slhﬂ
men ?h(‘ 1](36\3,0 1Vslépall atujﬁn ciozl.d be brought about in such aI way
v ue loss to India would not be of sufficient i o
;;lilfiggi:ot]ﬁakgolt a f(.'iactor of overrldu}g importance in Y(l:z().)llbl
i qm‘?ior ’ pﬂs ?n . cons of separation. The reactions of
dixl')gct( Gﬂ:}ﬁlsl 01110 1manclal sphere will not he conﬁnoé -té;‘it;
lire {lects ‘cver * 1 o )
'these reaqtions we wislllucf’,oa:gpizzie;dlt?]}‘e. " cou_sic'..eyhﬁ;
if separation is to he carried out ’ P great desirability,
between the two countries iy p Of Aad,!ustmg the relations
accommodation, so as to a;foid1 y Sfpl*l P s mutual
which might arise from so 0'1‘ea'§ e issible the illeffects
great a change in long-established

p ¢ . 1S remai k (][)l) 1¢ e(] | '() eq
p > pll’

87. Economic consequences
. —We turn :
ig;ril‘?lllrlisllggf}segtle.ll'ges of separation. Helrlé)\:vteo ;ﬁigqss{lble
{ogion, whore precise statements of the probable f (t o0 &
& ic L\’gllt of separation cannot he mad fathre posi-
C:nzggsgplmt}‘;ms come under a single econori;c&q jtt presins
10 . - . .. " B
aspect of rr.lhea:“,gagfi?)réuneg the que?Sthn primarﬂ; Oglo T}le
Burma. They commesto Selﬁllmtm.n on the econofnil?“t “f}'
between India and Burm o N dl_Vergm';_ce of int ” ¢
creasingly feels that it a and mentiont that « 11 exe_sts
flict will {he policv1 Thiep bractical interosts ; incs con
flict with ¢y which commends itg 18 sometines con-
g}a é.iuﬁ fc.enf‘%tml legislature . We are ‘iv;;lt to the majority
ons of influe inion 3 aware 3

e el P I Burma ek i e seops
this consti_ futes a factor in th}; 11 8 union with India, und that
Bli.t even if it were to he estab(l)'cali qomand for scparation.
not n“(;t% offset by compensatoy onomic disadvantages
vould not ecessarily lead to 5 d Y economic henefits, this
daiate separation. It woylq tfu casion in favour of imme-

Stl be necessary to assess the

—

* Appendix IX
' tVolume II, para. 218.

‘ated. If the politic
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economic effect on India of a separated Burma. .T‘ne most
that we are able at present to say on this subject is that the
economic effects may be considerable, but that, as suggested

Lould be possible to secure the legity-

by the Commission, 1t s
mate interests of India by some such means as a trade con-

vention on terms mutually advantageous to both countries.

88. Administrative aspects.—Into the more general as-
de similar departmental in-

. hd .
peets of separalion we have ma

vestigation. No administrative objections have been hrought
to our notice of such moment as to affect a deci-

gion on the broad question of poliey whether Burma should
remain a part of British India, or whether it should be separ-
a1 association of the two countries weve

to be terminated, it might still be found desirable by mutual

agreement to refain common Services for certain purposes.
For instance, local difficulties in organizing scientific depart-
ments corresponding to the Geological Survey of India, the
Survey of India or the Meteorological Department could be
met by agreed arrangements on a basis of payments made for
gervices rendered. Any necessary co-operation, for instance,
in agricultural, medical or forest research, could no doabt be

settled by negotiation.

89. Separation accepted in principle.—The brief review
which we have made of the military, finaneial, economic and
administrative factors leads us generally to the same con-
clusion as that reached by the Commission, namely that,
however important may be the practical considerations which
are raised hy the proposal for separation, and we do not dis-
gnise from ourselves the fact that the consequences may be
fur-reaching, they do not in themselves constitute any insur-
mountable barrier. The separation of Burma can therefore
be examined in the light of the broader considerations of
policy adduced by the Commission. In their first volume the
Commission* set themselves ¢ to bring home to the British
Parliament and the British people in what the difference
beiween Burma and the rest of India essentially consists’’.
The peoplc of Burma are entirely different from the people
of India. They come from a different stock and have a
different history. The former rulers of India never
roled over Burma. The country in which the Burmese
live is geographically distinet from India and is cut
off from it by sea, mountain and jungle. These state-
wmmission of the differences between the

ments by the C
two conntries supply the fundgmental argument in favour of
geparation, an argument which develops greater strength

with each step forward that India takes on the road to self-

* Volume I, para. 95.
a2
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government. The Commission deseribe the difficulties of
Burmese representation in the central legislature andA the
disabilitics i"rol_p which the few Burman l'epresenta%ives must
necessarily suifer in a body preponderatingly Indian in i};q
composition and its outlook. We accept their deseription -uxa
we recognize the difficulties. But the real argumént (for
separation is that in the words of the Joint Report* ¢ ‘Burma
is not India 7, For that reason the growing volume of
‘})mjm(f‘f“‘ ,\-g}{tlmont n i'u.muy of scparation is now diflicult
i;) sz;bf: .blnm;‘_ t,hc.pubhcntm.n of the Commission’s report
;Lex .uvu?m vl‘:'”ls.lwfl\"o council h.as again expressed itself
.l‘ncqmwmll} i favour of separation, and in their letor the
Qox'el'{l'lnont ot" Burma acceptt as ¢ unquestionably ecorrect **
1\'1170 extimate ot Burmese opinion made by the Commission.i
(} ¢ ‘a.ccqmmg;l_\' un'{o:{se the view expressed by the
lgﬁrlliﬁlll\j{)ll h']ta-t’ fu far !‘;xvs t‘her'e is pu_l.)lic opin{on. in

» 1t 18 strongly in favour of separation. Assumine
thercfore, that an equitable financial settlement will be mad?é
]oefcw'eeil the two countries, and that their respeetive cconoric
mterests will be sateguavded hy arrangements which we hope
may be mutually ad antageous, we sﬁpport in principio tﬁe
proposal that Burma should now he separated. At 'tlhe éalﬁe
time we feel strongly that it is a matter regarding which
Indian epinion should have ample opportunity to hdeol‘xre
itself, and we would not ask His Majesty’s Govervmcﬁt( to
come to any definite decision until there has first been full
discussion of the whole question at the Round Table Con.
ference_. We aceept the view of the Commission that there
ts nothing to he gained by postponing separation to any later
stago in the constitutional growth of British Tndia. I
scparation be  accepted in prineciple, the present re-
vision "of the whole constitution of eovernment in British

( * i .) 08 ¢ a 1 p b} [
Cll(lllﬁ[l( .

90. An early declaration of policy.—The Commission
suggest that an announcement should be promptly and pub-
licly made that the policy of separation of Burma from British
India has been approved, and that consideration will at once
be given to the question of the new constitution of Burma
and to the adjustment of the many complicated 1

_ ) X and important
matters which mnst arise during the period of 'rransitign )

As we have just indieated, we do not contempl :
/ 4 » We ate that an
public declaration should be made before the qgestion of thz

"Joint Report, para. 198. +Burma letter, para. 2.

1 Volume IT, para. 219,

" template that ¢ the fr
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separation of Burma has been considered b\ tiie 1%11}11({
Table Conferciice. There may even be difficaltics Jun ma g
an aunowncement before Parliamentary approvad has bCL’:lll
obtained. This, however, would b_e a matt;e‘r bgt\'\‘e(':n L'{illb;
Majesty’s  Government and Parliament. _L+h‘> point lyxriu‘
which we are concerned is to invite attention to the cmphasis
which the Government of Burma lay uwpon the 1‘}‘eed for ex-
pedition, in order that a new coustitution for Burma may
come into being at the same time as the mew constitution
for British India. In view of the large issues involved, we
have some doubt whether this will in fact.be possﬂ)le ; but,
assuming that the general case for separation is estabhshf(%,
we agree both with the Commission and with the local G:;X_l-
ernment that an early declaration of policy 18 (19511“;111)10 to
énable enquiries to be set on foot without avmdab}e d(_ﬂay, in
order to cffect the separation as nearly as may be simulta-

neouslv with the introduetion of the new constitution in
Tndia.

91. The machinery for enquiry.—We have mentioned tl}a}t
large issues arc involved, and we shall endpavour tp give
a comnected view of the general nature of the enguiries
which seem 10 us likely to be necessary before separation can
be carried into effect.  Tn sueh an cvent, there would he three
classes of matiers to lie considered. In the first place a new
constitution for the separated Burma would be required.
Secondly it would be neeessary to separate the finances of the
two countries and to determine in other respeets their mutg:d
rights and obligations. Aud, 'lzxsl]y, there ave a%l those
arrancements which may require to be made by agreement
between two separated countries, :}rrangenzl.m.)ts. for ‘mstancc'z?
relating to comimcreial and trading conlitions.  The mp.xt
that we ean attempt at this stage is to skoteh m ().ut]n.le thcg
machinery which may be necessary for the investigation o

these several matters.

99. A constitutional commission.—The C()I{lllnlsslon‘ na-
turally do not themselves undertake to elabm:z:,ui a (;O]lhff,}fu_
tion for Rurma becanse, as they say, sugg_eat}o:xs_l mtr_ri
authoritative qunarters are not as vet for’thcoml'ng,,lv:(‘tn‘tt untl
the main question is settled, the corsequent 1,?3(, jas ine‘n S

- hypothetical. But they Indicate® tlmt.tho._\ d(: not con-
are T aming of a new constitution for Burma
en without full consultation on the subject

ool
y o nndertak : - the :
would b special knowledge of the working of the

with those having
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med to g surma.  In some qua ‘
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Governmpcn b Qhe(? : é)f.the continuing policy of His Majesty’%’
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oeal o nent i(}a‘c the point, which was not overlooked
y ommission,™ can probably best be taken in the terms
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o} reference given to the commission or committee appointed
for the purpose of the constitutional enquiry. We do not pro-
pose to discuss the lines on which this enquiry should proceed,
but the organization of the defence of Buirma will be a matter
in which, as near neighbours, we may be expected to possess
a continuing interest. For that reason, as also becausc of the
present association of the two countries, we assume that the
body charged with the constitutional enquiry will obtain the
views of the military authorities in India on this question.

Lastly, before we pass on, we take this opportunity to
state our agreement with the opinion* expressed by the Com-
mission that, if separation takes place, the Governor General
of India should cease to have any official responsibility towards
Burma, and Burma should have a Governor of its own not
subordinate to the Governor General.

93. The financial settlement.—The general financial
aspeets of the separation of Burma were examined by Sir
Walter Lavton in an appendixt to the report. We have already
mentioned his general conclusion, which the Commission
accept, that separation could fairly be effected in such a way
as to do no financial injury to either country, and to leave
Burma with adequate resources, and we have invited atten-
tion to the rather more cautious anticipation of the probable
position made by our own Finance Department. The Gov-
ernment of Burma state that while they do not aceent the
assumptions made by Sir Walter Layton, they accept his
general conclusion that there is no strong financial objection

to separation.

1t is clear that the separation of the finances of the
country will raise extremely difficult issues, requiring close
expert analysis, in the decision of which it will be essential
to hold an even balance between what may be conflicting
claims. We agree with the local Government that the best
method of approachbing this difficult problem is to endeavour,
by mutual co-operation between the Government of India and
the Government of Burma, to draw up an agreed statement
of the case for reference to an impartial tribunal. The sub-
jects requiring settlement will be of a technical nature, and
will include, hesides the normal questions of the adjustment
penditure, such matters as the allocation
of debt charges and the adjustment of currency arrangemen.ts.
No constitutional commission could deal sat.ls.factorl.lv with
these questions. for its functions wou];d be entlrel.y.dﬁerent,
as also its probable methods of enquiry. In arriving at a

206, +Volume II, pages 280-285.
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of bureaucratic administration towards full responsible gov-
ernment. The process may be said to have commenced as
soon as a legislature containing an clected nen-ofticial element
was set up. It has Deen developed by successive
inereases in the clected element in the legislature and in the
powers that the elected element cnjoys, and also Dby the
inclusion of non-official Indians in the ceniral executive. We
have alveady cxplained that in our view the time has not
vet come for the final completion of this process, and that
the present period of transition requires the continuance of an

offeetive  partnership  between Britain and India. A
partnership involves on both sides some measure of accom:-

modation and compromige, and there is always a danger that
it may lead to division of opinion. Nevertheless it is clear
that on no other principle can we expect to devise at this stage
a form of government at the centre which will provide for
the essential interests and responsibilities of Britain, and
at the sameé time give scope to the reasonahle demands and
aspirations of India. ”

97. The existing form of government.—It may be con
venient at the outset to recall the framework of the existing
structure of government at the centre. The Governor General
in Counecil is responsible in all matters to the Secretary of
State. The members of the executive Council are appointed
by the Crown and three of them must be persons who
have been for at least ten years in the service of the Crown
in India. The legislature consists of two chambers, of whieh
{he first contains a substantial majoriiy of clected members,
though the nominated element consisting of 26 official mem-
bers and 14 non-officials, is of sufficicnt size to play a very
important part. The non-official Indian members of the
Governor General’s Council have not been drawn from
the existing legislature and do mnot depend for their
position on its snpport. The Government endeavour to
 accommodate their poliey so far ns civenmstances permit to
the views of the majovity of the Jegislature. But this does
" 1ot obscure the fact that ultimately they are responsible to the
Seeretary of State, anc hat in the last vesort there are
gpecial powers by which they can secure what they deem
essential in the matter of legislation or supply in spite of
the opposition of the legislature. .

98. The working of the existing system.—Unity in the
executive.—In our view the main conditions of a strong Gov-
ernment on the lines which have already heen drawn
irrevocably for India are, first, internal unity in the execu-
tive, second, harmony between the executive and the legisla-
a sufficient backing ffom public opinion.

ture and, third
We prop’(‘,:,e to consider in the first place to what extent these
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in projects of legislation or in obtaining supply. In these
circumstances it is unlikely that what we have described as
{he third condition of a strong Government should be realized,
namely, a sufficient backing from public opinion. Indeed, as
we indicate below, controversies in the Assembly definitely
tend to injure the oredit of the Government in the country.

100. Causes of lack of harmony.—It is no part of our case
to impute the blame for these conditions either to the
executive or to the legislature. It 1s merely a practical
illustration of a familiar feature of representative goveru-
ment of this type, where an irremovable executive is con-
fronted with a popular Assembly in which 1t can command
only a minority of votes. Personal influence and a spirit of
goodwill may do something to mitigate the tendencies which
make for disagreement between the executive and the legisla-
ture. Put the tendencies themselves are inherent in the
gystem. On the one hand there is a legislature with a
substantial majority of olected members entrusted with wide
powers but with no real responsibility. The legislature can
and does in many matters influence profoundly the policy
of the executive. But it can hardly feel that the policy is
really its own. It cannot secure that those who determine
policy should be in general sympathy with its views, 1or can
it be called upon to assume responsibility for the action which
it recommends. In these circumstances it is natnral that con-
giderable elements in the legislature should develop primarily

an attitude of destructive criticism and. find themselves in
constant conflict with the executive, partly on the merits of
particular proposals, and partly as a protest against a position
which they resent, and from which they can only hope to

escape by undermining and weakening the authority of the
executive. The executive on the other hand, while it retains
its normal powers of oxecutive action, and 1s even able in
emergencies to override the decisions of the legislature in
matters of legislation and supply, nevertheless suffers from
the loss of public credit and confidence which result from

Public opinion counts every year

conflict with the legislature.
ing degree in the

for more and is expressed in an inereasi
legislatur platform for the

e, where it finds a conspicuous .
purpose of extending its own influence and denouncing the
oliey and action of Government. Conversely the criticism
of the executive by the elected members in the Assembly,
characterized as it not unnaturally is by

the normal exaggera-
tions of political controversy,

receives wide publicity
and support in the press throughout India, and so magnified
erate feelin

h ded to gen g and friction. The Statutory
C?)inl;rel?ssion refer rightly to the danger of the anthority of
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element bears to the whole would be so small that it would
he unable to exercise any appreciable influence.

102. Implications and consequences of these proposals.—It
is necessary to examine fully the implications of these pro-
posals. Such an examination appears to indicate that n
practice they can hardly produce the strong central Gov-
ernment which the Commission desire to see. Indeed they
carry a stage further a process which we consider has al-
ready reached the limits of safetv. The policy pursued in
the past in developing the constitution has been to make suc-
cessive advances in the legislature, while maintaining more
conservative treatment in the exccutive. That may have been
a wise course as a matter of political education, but in other
respects it has had consequences not salnfary. As we have
pointed out above, it has tended to foster irresponsible eri-
ticism in the Assembly, and placed the executive in a difficult
position. A stage has now been reached when the appropriate
course appears to be to endeavour to bring the development in
the legislature and the executive into clozer co-ordination.
We should therefore prefer to pursue a somewhat more
eautious policy in regard to the legislature, and to cousider

~ whether it is not possible to contemplate some development of

the Commission’s proposals for the exceutive in its velations
on the one hand to the Secretary of State and on the other to
the legislature, which would afford promise of more favour-
able conditions than these proposals, as they have been gene-
rally understood, would appear to contain. Under the pro-
posals of the Commission we fear the executive would find
itself constantly faced with the dilemma either of conflict with
the legislature, under conditions in which it could never ex-
pect a majority, or of subordination to the views of the legis-
lature. The answer suggested by the Commission to this line
of comment is that in fact Government policy will be pro-
foundly affected by the action of the legislature, and that tle
executive will to an increasing degiee he responsive o the
will of the members of the Assembly. This doctrine of ‘¢ res-
ponsiveness *’ is one to which we ounrselves attach great
importance, but it must be recognized on the one hand that it
cannot be applied when the popular view is in opposition to
the policy which Parliament considers it necessary o pur-
sue, and on the other hand that when it is applied consistently
it approaches very near to responsibility. Responsiveness to
the legislature is difficult to combine with a striet adher-
ence to the principle of responsibility to Parliament over the
whole field. We shall deal with the matter more fully later.
At this point we only wish to suggest that the difficulties in-
herent in the situation would be greatly enhanced by consti-
tuting the executive and the legislature on principles which
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104. Exclusion of rights of paramountcy in relation to
Indian States.—The specifie proposal, however, made by the
(ominission that in future the Viceroy, and not as at present
the Governor General in Council, should be the agent of the
Paramount Power in its relations with the Princes, appears to
us to rest on a sound basis and has our full support. We
give in detail*later the reasons on which this conclusion 1s
based. It is sufficient at this point to state that we regard the
exercise of paramountcy over the States as not one of the
natural functions of the Government of British India, and
we recommend accordingly that it should be vested in the

Viceroy alone.

105. Suggested exclusion of
have proposed, for special reason
defence of India should also be solved on the lines of exclu-
gion. They suggest that a definite agreement might be
reached between India and Great Britain, acting on behalf

composing the existing

of the Empire, whereby the forces
army in India would no longer be under the control of the

Government of India, but would be under an Impevial autho-
rity, which would naturally be the Viceroy acting in concert
with the Commander-in-Chief. The Tmperial authorities
would undertake the obligations of Indian defence in refurn
for the continued provision of definite facilities as to recruit-
ment, areas, transport and other matters. It is suggested
that there would be an equitable adjustment of the burden of
finance, a contribution subject to revision at intervals being
made from Indian revenues, while it is foreshadowed that the
balance of the expenditure would he borne by Great Britain.
The central legislature would not vote the annual sum re-
quired for the army, the appropriation of which would be
anthorized by certificate of the Governor General. It is sug-
gested that a committee on army affairs should be constituted,
on which the central legislature would have representatives,
for the purpose of discussing and keeping in touch with
military questions. The military administration would have
to be secured in all necessary control over its own dispositions
and arrangements, and would have the right to demand the co-
operation which it now enjoys from the civil authorities.
We examine clsewhere the more practical administrative
aspect of these proposals. At this point we confine our-
delves to a consideration of the scheme in regard to its con-

stitutional implications.

106. The constitutional aspects of this suggestion.—The
been greatly impressed by two incontest-
first is that the defence of India involves
the whole Empire is concerned. The

defence.—The Commission
s, that the problem of the

Commission have
abie facts. Thge
interests in which
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concern of Parliament for securing certain purposes
which we have deseribed elsewhere, and the principle
would be that after providing means whereby the duty
resting on Parliament in respect of such matters might be
discharged, responsibility for the rest of the administration
would pass to ministers answerable to the legislature.
Mhe teasibility of the scheme admittedly depends in the first
place on an agreement by British and Indian opinion to
remove the administration of the army from the province of
the Government of India and place it in the hands of the
Governor General. With the climination of this responsi-
bility and of the exercise of paramountey over Indian States,
which we have already recommended should be the function
of the Viceroy and not of the Government of India, it is sug-
gested that the way would be left open for the functioning of
a unitary Cabinet, responsible to the legislature and adminis-
tering all the remaining departments of Government, but
subject to the overriding control of the Governor General iu
all those matters in which Parliament found it necessary to
maintain its responsibility. Though the administration of all
subjects, except the two which would be excluded from the
functions of the central Government, would be conducted by
ministers chosen from and respousible to the legislature, the
ministers would in cases which aftect the responsibility
reserved to Parliament be subject to the exercise by the
Governor General of extraordinary powers of direction .and
veto. Kor the effeetive exercise of the powers reserved to
the Governor General, it would be necessary that he should
be suitably advised. It is suggested that one way in which
this purpose could he served would be through the appoint-
ment of two or, if found necessary, more advisers of suitabie
experience and standing, who would be charged with the
special duty of pointing out when a course of action or
abstontion from action was caleulated adversely to affect the
interests which it was the duty of Parliament to sateguard.
Sueh adviee would he tendeved in the first instance to the
minister concerned, and in the ovont of the minister’s refusal
to accept it, it would be fov the Governor General to decide
either forthwith, or after consultation with the Secretary of
State, whether the oceasion demanded the exercise of his
epecial powers. With the secretaries in the various depart-
ments would rest the duty of zecing that all important ques-
tions, even remotely likely to impinge on the sphere in which
Parliament maintained its responsibility, were submitted to
the ministers throngh the advisers, who would thus be in con-
otant {ouch with the important day to day administration of
departments. Winally, the Governor General would be armed
with the powers requisite to enforce a decision both in the
[field of Jegislation and finance, and the ultimate power of
. R
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concern of Parliament for securing certain purposes
which we have described elsewhere, and the principle
would be that after providing means whereby the duty
resting on Parliament in respect of such matters might be
discharged, responsibility for the rest of the administration
would pass to ministers answerable to the legislature.
The feasibility of the scheme admittedly depends in the first
place on an agreement by British and Indian opinion to
remove the administration of the army from the province of
the Government of India and place it in the hands of the
Governor General. With the elimination of this responsi-
bility and of the exercise of paramountey over Indian States,
which we have already recommended should be the funection
of the Viceroy and not of the Government of India, it is sug-
gested that the way would be left open for the functioning of
a unitary Cabinet, responsible to the legislature and adminis-
tering all the remaining departments of Government, but
subjeet to the overriding control of the Governor (General in
all those matters in which Parliament found it necessary to
maintain its responsibility. Though the administration of all
subjects, except the two which would be excluded from the
functions of the central Government, would be conducted by
ministers chosen from and responsible to the legislature, the
winisters would in cases which affect the responsibility
reserved to Parliament be subject to the exercise by the
Governor General of extraordinary powers of direction.and
veto. For the cffective exercise of the powers reserved to
the Governor General, it would be necessary that he should
be suitably advised. It is suggested that one way in which
tkis purpose could be served would be through the appoint-
ment of two or, if found necessary, more advisers of suitabie
experience and standing, who would be charged with the
special duty of pointing ont when a course of action or
ahstention from action was calenlated adversely to affect the
interests which it was the duty of Parliament to sateguard.
Such adviee would be tendeved In the first instance to the
minister eoncerned, and in the event of the minister’s refusal
to accept it, it would be for the Governor General to decide
either forthwith, or after consultation with the Secretary of
State, whether the occasion demanded the exercise of his
gpecial powers. With the secretaries in the various depart-
ments would rest the duty of seeing that all important ques-
tious, even remotely likely to impinge on the sphere in which
Parliament maintained its responsibility, were submitted to
the ministers through the advisers, who would thus be in eon-
stant fouch with the important day to day administration of
departments. Finally, the Governor General would be armed
with the powers requisite to enforce a decision both in the
[ield of legislation and finance, and the ultimate power of
u
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examine the practical difficulties which under such a scheme
might arise both in connection with the administration of
finance and the maintenance of the ultimate responsibilities
for law and order throughout the country. At this stage
we merely state the scheme. If, contrary to our expectation,
Indian opinion were prepared to accept the suggested exclu-
sion of the army from the functions of the central Govern-
ment, it would be necessary to examine more closely these
difficulties and the general implications of this method of

approach to the problem.

108. The solution of dyarchy.—The second possible method
of meeting our difficulties is to introduce into the ceniral
Government the system of dyarchy. Tt might appear strange
if dyarchy were adopted at the centre at a time when it has
fallen under popular condemnation in the provinces and 3s
there being abandoned. Nevertheless, we must remember
that in part at least its condemnation in the provinces was
due to the fact that it was only a half-way house, and in the
centre we are admittedly concerned to find some constitu-
tional form which will permit of a sharing of power. Further,
we have to take account of the fact that the Indian Central
Committee have recommended the introduction of dyarchy
in the centre.  We must therefore examine fully the case for
and against it.

109. Examination of dyarchy.—Dyarchy is the strictly
logical solution of a situation in which it is desired to base
the authority of Government in different matters on two
different sources. It can be claimed that it constitules a
frank recognition of the facts. There is no ambiguity as to
where the responsibility for particular decisions lies, and no
blurring of the edges. Itisa system plain and precise. And
because it eliminates ambiguity it enables each side of the
Government to pursue its policy unembarrassed, in a politi-
eal sense at least, by the decisions of the other. But, how-
ever valuable dyarchy may have been in the provinces at the
inception of the reforms, in practice it is obvious that a
division of the Government into two halves charged with
responsibilitv to different authorities is at best an incon- -
venient plan. It is easier to divide a Government on paper
than it is in actual working, and when dyarchy was introduced
in the provinees it had to be recognized that special devices
were necessary to promote the co-operation of the two parts
which had been formally divided. The Statutory Commission
in their review of the working of the provincial constitutions
are disposed to think that the object with which the system
was established, namely, to make plain the responsibility of
the two sides of the Government, was in fact very imperfectly

) : 3
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al{ained. *** The intention of dyarchy ’’ they remark ¢

to establish within a certain definite range responsibilit W%s
an elected legislature. If this intention is not carrie:d outytho
justification for the constitutional hifureation and for all’ the
complications which it brings in its train is difficult to find "
If, on the other hand, the responsibility on one side to Parli :
ment and ou the other to the Indian legislature were coa.
stantly emphasized, the task of reconciling these two disting;.
sources of power would be likely to prove inereasinely diffi
cult. Ministers would be bound to eoncentrate on :ﬂio re )
pousibility which they owed to the Indian legislaturé mﬁ
disregard the embarrassment which their policy might ll)n
causing to the reserved side, for the successful ”Worl?in : o}
which they had no responsibility. If for instance, in gthe
cenlral Government commerce were a transferred’ subjcet
and finance reserved, it might well happen that a popJululz
policy in the Commerce Department in regard to tariffs
might have the most serious effects on theogeneral finances
of the country. Nevertheless, if respousibility for the tariff
poliey had been formally made over to popular control
while respousibility for the general finances of the country
was reserved in official hands, there would be litils induces-’
ment for the popular ministers to moderate their commercial
policy and serious friction would be likely to deyelop. Iix-
perience scems to show that it is difficult to work in ;vater-
tight compartments. If the endeavour is made, the system
will break down : if it is not made, the advan’taves {:f a
formai dyarchy are not elear. It is no doubt zu?gued that
dyarchy, by relieving ministers of responsibility for un-

popular decisions taken on the reserved side, enables them to,

coutinue in officc where this would be difficult it they weve
members of a unitary Cabinet.  We do not under-estimate ‘th(;
importance of this considevation, or the embarr{lsgin(; 94}
tion that popular members might ocenpy in a uﬁi‘f‘uf.’. R\)M_
ernment. On the other hand, the fz)rmal‘ (ii\?(isf;)njov;‘
responsinility tends to confine the effective action of 1’\"i‘1i~"t02"
to the transferved subjects, and deprives them of the 0 po.
tunity of dealing, exeept by way of criticism, with th xpllj'd'x[:-
euit problems of Government which arise in the 19( (wu',l.i
sphere.  Moreover, it must weaken the authority of 1‘.;§e(l"%\
ern_mont, when one part of the Government ean o \m\(f : r(l):v-
claim responsibility for the decisions taken by %ile Y)H( L-S'_
We are not insensible to the fact that in existine condit'u“l.
there must he an inherent difficulty in attaining e ‘11]0111;8
unity wizhin the Governmeut at the centre exeept i’]t }%nap ° 1?
of serious lack of harmony with the legislature. But “anit
should be the ideal, and it does not seem to us to wise cfﬂg
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nuitary vespousible government, an e shioult hope that
this might be sought through a process e £¥CY clOpIment,
whereby the exercise of existing powers will lead by a natural
{ransition to the acquisition of fresh powers, and those fresh
powers will he exercised by men whe Liave already acquired
gomé experience in handling them. Dyarchy on the other
haud ofices no possibility of an extension of the  sphere
of responsibility except by way of an abrupt transition.

110. To what extent could power at present be trans-
ferred.—The cruecial question which must arise in the
consideration of any proposal for dyarchy is where the divi-
sion between the reserved and transferred spheres is to be
made. The proposal of the Indian Central Committee is that
only the subjects of defence and foreign and political rela-
tions should be reserved. If it hecame possible to make such
a division of power, it may be admitied that some of the
difficulties we have indicated above in connection with
dyarchy would be diminished. The Indian Central Com-
mittee indeed contend that the subjects of defence and foreign
and separable from the
other functions of the central Government as not to produce,
if reserved, any of the complications which accompanied the
working of dvarehy in the provinces. We are not prepared
to go so far as this, but it may be conceded that defence and
foreign relations could be separated from the other functions
of the central Government, if not without inconvenience, at
any vate without giving rise to some of the more awate
problems that would result from a reservation of other sub-
jeets such as finance and law and order. We are by no
means disposed to under-estimate the advantages that would
be seenred from the adoption of any scheme on the lines
indieated by the Indian Central Commiftee, or to press

“beyond a reasonable point the administrative objections to a

formal division of power. If it were possible to adopt such
a scheme, a Government would be established at the centre
working in agreement with the legislature, and covering all
the principal domestic activities of the country, apart from
{Lose which would be directed by responsible Governments in
the provinces. There is a strong demand among those who
are stirred by the rising feeling of nationalism ‘that India
should he allowed to manage her own affairs at the centre,
as in the provinces, and, above all, that she should have a
chance of devising and pursuing a national policy in
matters of finance, commerce and indastry, which might
improve the general economic congiitr.ons,'Of the country.
In recent verrs there has been an incieasing volume of



102

criticism directed to the poverty of India and he

economic backwarduess.  For these features an alien Govern-

meut is held vesponsible.  There is  a widespread belief

that the economic disabilitics of India could be removed by a
national cconomic policy, and an equally widespread suspicion
that the interests of India and Britain in this matter do not
coincide, and that, as long as India’s economic policy is
coutrolied by Britain, ludia will not have a fair chance of
developing her resources and raising the general standard
of life of her people. We cannot of course admit that there 18
jusiification for this feelivg. But there is no doubt that it
exists, and that it 1s belng used more and more to stir up dis-
coutent awainst the preseunt system of government. It it were
feasible in the way outlined by the Indian Central Commiitee
to cstablish the 1’)}'11.1011)10 of responsible government at the
cenlre, and to put it into practice on a large seale, particularly
in the economic and financial spheres, it might be expected
that Indian sentiment would be to a great extent satisfied, and
Indian suspicions of the real intentions of Britain allaved,
But all depends on the possibility of an immediate transfer
to popular control of the central administration of finance,
commerce, and law and oerder.

111. The problem of transferring finance and commerce.—
It must he frankly recognized that the control of finance ig
fundamental, for finances has a bearing on all the activities of
Government. It is sufficient here  to  state the position
in very general terms for we deal fully with the subjeet in
another place. The points which we have found it neces-
sary there ehiefly to emplasize ave the maenitwde of  the
intervaets hitherto ecafegnarded mnder {he responsibility of
the Neeretery of State, and the serions  effects wlich .any
transfer of s vesnonthitity wmioht ave thvaush its rene-
tion on Tndi’s cradit. '

The financial administration affeels the ceadit of the

conntry, not merely in the limited sense of determining the
conditions o which 1 can horrow monev, hat in the broader
o " » . 3 - oo N X

sense of the coniitouee felt i the administeation by ol those
who do husiness ar have property in Todia. A corione shoek
to India’s eredit, Teading as it ymdenhtodie wnild {o large

. . o A il € k
movenients frori the eonntery of eaniin! Lo, Tndian ”;{d
A ‘ . . i ! ! o
European and 1o a veddviction of new enterprize; miocht have
> . N ! o

results so Dararcavhing as to endavosy tho opfir, o mi
! - ) o the entive economie
fabric on which Tndin of the present Jae devends. Tt wonld
do nothing Int disseyvico 1o Tndjgy, Moty for o Pritl' 1
¢ ) ; ! h Hi > S
Pavliament to transter ite vegpaneibitite for i il
ian . e responaihitite g, Tndian finaneial
administration, "t the faundatione ¢ confidence in th
poliex of those who winld cantrg] afinrrs e

£t . {(“]' 1 N -
régime had heen established. he yew

At present, in view of the
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general attitude of Congress and the talk of repudiation of
debt, such contidencee, however unjust this may be to India as
a whole, is couspicuously lacking.

It is not our purpose to argue that these considevations
create permanent and insurmountable obstacles 1o any trans-
fer of financial responsibility, but the practical conclusion to
which we feel impelled is that, hefore so fundamental a change
can safely he undertaken, there must, on the one hand, be care-
tul preparation including the fulfilment of certain conditions,
which we define elsewheve, and o the oitbier, Tndian jeaders
must collaborate with the Government in the fulfilment of
these condifions, and must on theiv own account take steps to
ercate confidence in the policy which an Iudian government
might Le expeeted to pursue.  We do not wish to evaggerate
the diffienities, hut we feel that the greatest serviee which the
present Government ean  vender to India is to face them
fraunkly, and {o do its best to work together with Indians to
overcome them. We deal more fully with {1 guestion in the
section dealing with finance.

In one important yespeet commeree is hardly separable
from finanee, for the customs head is the principal source of
ceniral vevenues, and thig faet must have its due place in
shaping tarift policy. It must be reeognized therefore that
until finance is {ransferred the ponnlay control of the {ariff
would he meomplete. But comimeree hne niahlems of its own
quite apart from its conmection with  finanee. Tt ninyv he
difficndt {1 devise effeetive euarantees, which wonld seeure
Britigh firms and companies doing business in India against
anfair diserimination, and to provide fov the efficient cormmer-
cial mavagement of 1he railways, which the exnerience of
other countrics has shown may be seviousty endaneerad when
the managemient is in {he hands of those ~ho must nanintain
harmoniovs relations oo ith o popnlar As-embive We do not
revard either of these diffienlties as insnperable, and in a
later seetion of this despatel we shall consider them v openter
detail.

112, *Fhe probiem of trepsferving law angd erder—In re-
gard to infeinal trangnillity. o critical ehange s heine made
i the provivees hy transferring (o ponidar control the admi-
nistration of law and order. Unfil the resulis of {his change
have been observed, it does not coom {0 1y nessible for Parlia-
ment fo part with the power to maimtain {he ultimsie onar-
antecg of stabilitv. Tt is sometimes aroued that if Taw and
order is transferred in the previnees, theve ean Le 1o renson
for not following a similar conrse at the centre. But wo have
no douht that the provineial Governments in accepting the
proposal of a transfer of Jaw and order in the pro-
vinces arce to a considerable extent relving on the
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A
maintenance of existing conditions at the centre. Tt %s
the central Government which is responsible for tlfe
ultimate conditions of internal security throughout the coun-
try. It determines the military forces required for this pur-
pose and their disposition. It lays down principles for the
administration of the Arms Act. On it rests the duty of keép-
ing intact the general strueture ol the eriminal law and pro-
cedure, which forms the essential framework for the main-
tenanece of internal tranquillity. 1t must co-ordinate informa-
tion aund policy in regard to subversive movements of an
all-India character, such as those which are continuously pur-
sued by the terrorists and by the communists, or widespread

anti-government activities such as the present campaion of ~
N i

civil disobedience. D earrying out these duties it has hitherto
seldon been possible for the exeeuntive to rely on support
from e bmik of populay opinion iu the Assembly, and, until
experienee has been gained of the manuer in which similar
problenss wre handled locally by responsible  provincial
Governents, i is unlikely that Parliament will be willing to
contemplate the transfer to popnlar eontrol at the ce;tre
of the ulfimate safegnavds  of  security  throughout the
conntry. Our honourable colleague who hag drawn atten-
tior to the scheme deseribed in paragraph 107 wishes, how-
ever, to make it clear that in bis view the safeguards sn coest-
ed in that scheme would-be sufficient to justify the deuroe of
respounsibility, both in regurd to {inance and  to hm".;md
ovder, which is there proposed. :

113. A unitary government.—Proposals of the Commis-
sion.—If there is force in the general econclusions stated
above, it would seem necessary to look 1o some  solu-
tion on the lines of & wnitary Government suell as ig
contemplated by the Indian Statutory Commission. B‘ut a
decision, in favour of a unitary Government of this type
does not get rid of the diffienlty that there must be some
sharing of power hetween two different lepislative bodies
namely, Parliament aud the Tndian legislat?u‘e. The Com:
mission were, no doubt, not less conscious than ourselves of
the importance of harmony bketween the executive‘andkth
legislature, and were anxious that whatever is possible s} l(ei
be done to establish satisfactory relations betweé;l th ;1011
elements. They hoped to achiove this objeet qlonweb(;;htwo
lines. In the first place they have pfoﬁose(d th t ’fﬁe
members of the Governor General's Council g} a]d o
appointed not as now by the Crown but hy the ("-0 *S o, be
eral. This evidently introduces g c(msidm"llblI \(131”201‘ (fen.
elasticity into the formation of the (‘mm(-ﬂ( I(i: §q0?11;)0fe (])f

. . b ' 4
that the annointment of members in accordanc ho vo

¢uirements of the local situation would he facili&'szzithhﬁl;eﬂf:t-
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they would no longer have a fixed term of oiﬁpe of five years,
Under the new system they would in fact, subject to the direec-
tion of the Secretary of State, hold office at the pleasure of
the Governor General. The Governor General would retain
his existing power to make rules for the transaction of busi-
ness i his Council and to distribute portfolios. We presume
that the determination of the numbers of his Council would
subject again to the superintendence, direction and control of
the Seeretary of State, rest with him. The only formal
resiviciion that would exist on his selcction of members ot
his Council would be that the existing rule would be main-
tained, under which not less than three of the members of his
Council must be persons whe have been for at least ten years
in the service of the Crown in India. We attach consider-
able importance to the change suggested in the method of
appointment of the Governor General’s Council. It docs not
necessarily lead directly to responsible government, but his-
toricallv the substitution of the Governor General for the
Crown as the appointing authority has proved in the Domi-
nions to be an important condition in the development of
responsible government. In the sccond place, the Commis-
sion have suggested that opportunity should be found to
include in the executive Council one or more elected mem-
bors of the Assembly or of the Council of State. It is clear
that this proposal has potentialities of great significance, and
these we shall proceed to examine. Finally, as we have al-
reatdly mentioned, the Commission lay stress on the power
which the elected representatives in the central legislature
possess to influence the executive Government in all fields of
administration and legislation. They express the belief that
this inflnence will steadily increase and that the executive
will become more and more responsive to the will of the legis-
lature. We have no doubt that the Commission have rightly
foreseen one of the developments in the relations between
the exeentive and the legislature which must follow on their
preposals.  But we shall explain in what way we should anti-
cipate that these relations are likely, and indeed certain, to
develop.

114. Inclusion of members drawn from the legislature.—
We now proceed to examine the two features in the scheme of
the Commission, which seem to us to require further elabo-
ration. We welecome, as we have said, the proposal that elect-
ed members of the Assembly or of the Council of State should
be included in the Governor General’s Council. But the inclu-
gion of individuals, however prominent in public life, will not
in itself secure the object at which we are aiming, nanzely,
the promotion of harmoeny between the executive and the
legislature. As the Commission have pointed* out, there is

*Volume I, para. 235.
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a natural tendency to regard even an elected minister under
the system of dyarchy as in some degree tainted by his assd-
ciation with Government. When it is a question of joining
a Government which cannot technically be responsible, this
tendency will be much stronger. Unless something is dome
to counteract it, we fear that the Governor General will be
mnable {0 obtain for hig Council the anthoritative Indians
desired by the Commission, or that if he does obtain them
they will soon lose their authority. This tendency would,
we think, be accentuated by the suggested provision that on
appointment to the executive Council they should cease to
bold their seats by virtue of eclection. Our view therefore
is that, if real value is to be derived from a propesal which
contains the promise of hopetul developments, it is necessary
not only that the members appointed from the legislature
should retain their seats as elected members, but that it
should be recognized that they will remain in touch with, and
Tesponsive to, their political supporters. We develop in
paragraph 116 helow the conditions on which alone as we be-
lieve they might look to retain political influence in the legis-
lature, and so be able to assist Government not only by their
personal contributions to the problems of administration, but
by bringing to Government some prospect of support for
the policy in the framing of which they will have been asso-
ciated.

115. The practice of responsiveness.—An examination
of the working of ‘‘responsiveness?’”, on which the
Commission lay so much stress, leads us by a different
road to the same conclusion as that expressed at the end of
the last paragraph. Xven at present the executive endea-
vours to he responsive to the legislature. The disadvantages
of the system, however, have made themselves very apparent
in the cxperience of the last few vears. We have shown
above how the function of the Assembly is inevitably one of
criticisin, as long as it has no responsibility for a construetive
programme. Iifforts have heen made by the Government of
India, partienlarly in recont times, to escane from this diffi-
culty by consulting the party leaders on matters of policy
bhefare thev themselves reach their conclusions. This syetem
is probably inevitable, given the existing conditions, whick
woul! in this respeet he renroduced nnder the pronosals of
the Statutory Commission, hut it has not proved ‘satisfactory.
The party leaders have little inducement to have recard tn any-
thing other than the popular view as reflected in the Assembly
and the Assembly having no comprehensive responsibility for
policy is likely cither to take a eritical and negative line,lcaving
the Government still unrelieved of the responsibility for find-
ing a construetive solution for urgent problems, or to zidvoéate

¥
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proposals, the full consequences and reactions of which on
other interests or in other fields of administration have not
been thought out. ¥rom the nature of things it is impossible
that the party leaders should have the same sense of respon-
sibility as members of the Government. If their advice is
accepted and the results prove unfortunate, the discredit
falls not on the 'party leaders but on the Government. If on
the other hand their advice is not accepted, the Government
is accused of being unsympathetic and unresponsive to the
popular view, and therc is no improvement in the relations
between the executive and the legislature. Indeed if the
advice of the party leaders is constantly rejected, these rela-
tions arc likely to deteriorate. Such a state of affairs
really makes neither for harmony between the Government and
the Assembly, nor for strength and steadiness of purpose in
the Government. We are convinced that if leaders of parties
in the Assembly are to be taken into consultation, as they
must be on any principle of responsiveness, it is better that
they should be inside the Government rather than that they
should advise in an irresponsible capacity from without.

116. How a Government of this type might be expected to
work.—T'he conclusion of these arguments seems to point to
a Government which, while containing a definite official
element, and not formally responsible to the Indian legisla-
ture, would yet include an appreciable popular element con-
sisting of elected members of the legislature, who might com-
mand sufficient support in that body to afford in normal
circumstances the promise of reasonable harmony between
the executive and legislature. The proportion which the
elected members should hear to the official members might no
doubt receive consideration, if suggestions on these
lines were discussed at the Round Table Counference.
It will naturally be asked how the elected mem-
bers of the Government assoclafed with an official clement
are to retain their following. The answer is that they wmust
be able over the widest field that circumstances permit to
frame policy in accordance with the views of their supporters.
MThis in turn implies that Parliament will be willing to define
with some ‘precision the purposes for which it would wish to
excreise its constitutional right of interference with the
policy of the Government of India, and that so long as the
policy pursued does nat menace the objects which Parliament
declares its intention to safeguard, the Government of India
will be at liberty to manage the affairs of India in close asso-
ciation with the Indian legislature. We shall in a later
paragraph of this despateh indicate what appeac to us
essential purposes which His Majesty’s Government must
safoguard.  On the assumption that the exercise of tha duties
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of paramountey in relation to the Indian States is tr
from the Governor General in Council to the Viee
presentative of the British Crown, these purposes may be
briefly  swnmarized as defence, foreign relations, internal
securily, financial obligations, finaneial stability, protection of
minovities  and of the rights of serviees reeruited Ly the
Seerctary  of State, and prevention of unfair diseri-
mination.  The primary responsibility  for ensuring that
these purposes of Parliament were not impaired would rest
upon the Governor General, but he would have, to assist him
in this fask, the three official members of his Government,
who wonld naturally hold the portfolios in which the questions
ol more particular interest to Parliament were likely io arise.
Their position in the Government would presumably ensure
that the general administration of such subjects  would
be in harmony with the views of Parliament, and that
there would seldom be occasion for the Secretary of State
to interfere by express direction or veto. But the official
members would be part of a Government confaining, if the
svstem  were working suceessfully, a considerable popular
cleinent in intimate relations with the leeislature. In these
cireumstances it scems certain that the official memhers would
not press their views beyond the real requirements of the
situation, and that the popular view would receive the fullost
eonsideration. In most eases we should anticipate that 1the
Government would be able to reach unitad conelusions, which
would not infringe the responsibilities which Parliament
would look to the Governor General and the Sceretary of
State to discharge. When, however, there was an irrecouncil-
able difference of opinion between the two elements in the
Government, it would he for the Governor General in aon-
sulfation, where neecessary, with the Seeretary of State to
decide which view was to be supported. If he accepted the
popular view, the official members wounld have the right to
record the grounds of their opinions and have them transmit-
ted to the Secretary of State, and would thus know that they
had discharged their responsibilities hy referring their diffi-
culties to the ultimate authority, whose purposes it wag their
duty to safeguard. It may be supposed, however, that in
matters which raised such issues the Governor General would

be reluctant to reject the views of his official members. TIn

that case the elected members might cither acquiesce, or they

might, thather as the result of pressure from their supporters

or of their own personal convictions, tender their resigna-

tions. If the elected members resiened on any such issue, it

is possible that the Governor General would be unable to ’g'et

other members with a political following to take their place

In such an event he would be thrown back on the expedient of

replacing them either by non-officials with no popular follow- ‘

ansferred
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i ith polities, or in the last resort by addi~
;1.18' 0{' gﬁ%ﬁ;?Cti% \':}llis ﬁappen,ed the progress towards th:
dlg‘l;leai()pment of responsible government would be ﬁlterggﬁi-

there would be no question of suspending the ch -
o butand the Government would continue to funection, thoug
i o 7 i e bl L
The situation however wou e no w if an unpopt-

olicy had to be pushed through or under
i?fgtlgsla:lggfcﬁgdpb}f tslrle Statgti)ri'l Cfoxtpmlssmno. lé)%eﬂ;et (;2)1&1;
hand, we are disposed to think that torees Wlut: be at wore
i -estore the situation. We contemplate, as we

gearilgll'lc%z;[g tlhces legislature would through the elected I_nlemi:tl)sll(‘is
havé real power to pursue its own policy over a w1ce) fleld.
Tt seems unlikely that it would for a long period deprive i Ster
of constructive power over policy merely in order %0 regl‘sxt r
its dissatisteetion at some particular measure. The lgdl'(?? ge
the power the legislature had acquired, the less would 1
likely to persist in such a course.

117. Possibilities of deliberate obstruction.—We must
make it plain that the above argument proceeds on ihe bas;z
of a general desire to work the constitution. We have nW
overlooked the possibility that in the earlier years of any Iie't
constitution there may be a party whose object is tq exp ﬁ)} :
all political difficulties with a view to wresting from 'lts
Majesty’s Government further political advance. The e}))n%_-
ence of such a party would undou})tedly increa se_the proba ;1-;
litics of the Gavernor General being deprived of the su[}))p.o
of the legislature in carrying on his Government, an.d1 eing
thrown back for a time on an almost completely officia <\30mf—
position. We should greatly deplore such a contlmgc-,nC) ,
but, if necessary, it would have to be faced. In t%le ong rur;
we believe that the forces of reason and orderly progres
would triumph over those of negation and obstruction,

1 of the popular element in such a Govern-
ment1 }E.Hti[:cl}lxirs"c?)ogri have bcﬂznpconsidering whether the kind of
Gn\'e;'nment we have sketched would be capable of ma%n-
taining the objects which Parliament would wish to s? e-

waird. and whether in so doing it would be likely to re amtrr
tghé pZ)pular element. We turn now to the wide sg[opff Sc)o'
activities and responsibilities which would pr(‘sen},i i fse [ to
tlin elected members of the Government. ,In the }pr ace
thevy would within the Goverml)lr G{)&per;sﬂ S\xg%unliﬁo“(leedge
' -egs their views on all subjeets, w ledg
a}) 1'?1(11 totxg;e;tsilf?v%ich these views must derive from the sup-
por efS the legislature. In the second 'place there is a laf?gg
Iq);‘rt]?e with \\:ilich we should hope Parliament wonld not fin
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it necessary to concern itself. Throughout thi

contemplate that the Governor Genera% Wouldhlse Sgrﬁlﬁl;% Vge
the advice of those of his Council who represented the Wisheys
of the legislature, and we would suggest that the Instrument
of Instructions to the Governor General should contain g
definite provision to this effeet. A convention of this kind
would offer a wide field for constructive work and for
practice in the art of formulating and ecarrying through
a popuiar policy, and thus the foundations of self-government
at the centre would be laid. The official members of the Gov-
ernment would express their views and give counsel on these
matters, but it would be recognized that here their primary

duty was to see that the purposes of Parliament were not in-
fringed.

119. Members not removable by the legislature.—From the
point of view of maintaining the unitary character of the
Government, we think it important that the members of
Government chosen from the legislature should not be subject
to direct votes of censurc by the legislature or regarvded by
convention as liable to removal by that body, and that their
salaries, like those of the official members, should not be sub-
mitted to the vote. It might be that the elected members lost
popular support through no action of their own, but as the
result of measures taken by the Governor General in exercise
of his responsibilities to Parliament. If that were so,
nothing would be gained by attempting to select new members
from the legislature, for the act of joining the Government
would in such case deprive them similarly of popular support.
If in these cireumstances the existing eleeted members were
prepared to remain in the Government, the Governor (teneral
would clearly not wish to change them. But one or more of
the elected members might lose his  following for reasons
other than his association with a GGovernment which in dis-
charge of its responsibility to Parliament had felt obliged
to take action bringing it into conflict with the Tndian legis-
latore. Tn that case the Governor General would naturally
see whether he could find other members of the legislature,
who would more truly represent its views on those matters
in whieh the framing of policy would primarily lie with it.

120. Objections to a Government of this type—We are
conscious that it is easy to take objection to a constitution
drawn on the lines which we have attempted to indicate. Tt
involves a form of dnalism within the Government, it will not
work harmoniously without eoodwill, it can he attacked on
the one hand on the grourd that, owing to the strong influence
of the elected members and the legislature, the responsibili-
ties which the Government of India owe to Parliament will

o
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not be fully discharged, it can be attacked on the other hand
for its failure to offer clear cut responsibility on the popular
side. Most of these objections are inherent in any attempt
to share power. For the success of any such attempt it is -
necessary to assume a measure of agreement. Without this
no constitution will function satisfactorily. It may be that
some other method than the one we have adumbrated can be
deviced. But let the main elements of the problem be
remembered. The executive must own responsibility in -
certain matters to Parliament. The legislature must on any
supposition have a substantial popular majority. If a
completely irresponsible executive is confronted by a pre-
dominantly popular legislature, the result must be intoler-
able frietion. This is recognized by the Indian Statutory
Commission, who have made certain proposals designed to
reduce the probabilities of friction. We feel that those pro-
posals point in the right direction, but that in order to pro-
duce a workable system of Gfovernment they must be inter-
preted and developed somewhat on the lines which we have
sketched in the preceding paragraphs, and that it is essential
to their working that Parliament should be willing to define
with sufficient clearness the purposes for which it might deem
it necessary to intervene. There may be other possibilities
more acceptable to Indian opinion, and we consider that any
alternative proposals that may be put forward to safegnard
the purposes of Parliament should receive full consideration.
We have already explained what appear to us to be the
serious difficulties of any statutory and rigid distribution of
subjects of administration to distinct portions of the executive
with different responsibilities. If, however, it would help
the admittedly diffienlt position of the popular members
under the unitarv scheme we have outlined that the con-
ventional division of responsibility within the Government
should be formally rceognized, we should be prepared to
make this sacrifice of the forms of unity, provided we imnight
expect to maintain such a degree of harmony and co-operation
between the two elements in the Council as would secure to
the popular element training and experieunce over the whole
field of Government, and to the official element reasonable
support in the legislature.

121. Powers of the Governor General.—To complete our
picture of the central executive it is necessary to consider speci-
fically the powers which the Governor General will exercise
and the position he will occupy. It is evident that the powers
of the Governor General in relation to the legislature must
remain unimpaired. In regard to legislation he must retain
his existing powers of previous sanction and assent, and of
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i oceedings on any bill which in his opinion affects
angglxri}fgt}gro: tran%uillity of British Indu}. He must ?lso
retain his power of securing the passage of essential legisla-
tion by means of certification. We think, however, that the
procedure of certification might well be made more S.lmp!e
and elastic. The Governor General should also retain his
emergency power to make 01'd1n¢}1’100$. In regard to ’ghe pro-
vision of money, the Governor General would keep his exist-
ing power to authorize, in cases of emergency,  such expen-
diture as might, in his opinion, b(i necessary for the.safety
or tranqguillity of British Ix_ldla. The power of restoring de-
mands which ha.ve_bqen refused by the Leglslaﬁlve %ssembly
is placed by the existing Act in the hands not of the (xoverr_lor
General but of the Governor General in Council. We think
that in the new constitution Uns power would more appro-
priately be exercised by the Governor Generql. It w1}1 not
be desirable to bring the Governor General in Counecil un-
necessarily into conflict with the Assembly. The general
principle of the suggested constitution is that the power to
overrule the legislature should reside in the Governor
General and we see no reason why this principle should in this
one case he abandoned. It seems to us wiser to place the
responsibility for seeuring supply, as for the passage of legis-
lation, directly on the Governor General.

The relations of the Governor General with his Couneil
will be fundamentally changed by the provision tbﬂt mem-
bers should be appointed by the Governor G-engral instead of
by the Crown. The elaboratg provisions contained in section
41 of the Government of India Act for the Gov_ernor Grenera}]
overruling his Council. wil.l no longer be required. Techni-
cally indeed the Couneil will cease to be the colleagues of the
Governor General and will become hig advisers, and it will
have to he made plain by statutory provision, either direct
or iundireet, that if the (}nvernor General sces sufficiens, cause
he may act otherwise than in accordapce Wlth the advice of
Lis Conneil. We have already explained in paragraph 116
what we anticipate wounld be the possibilities open fo the offi-
cial and to the popilar members when action is taken 0t in
accordanee with their 2\(]\'100.. The appointment and (11‘51]]1'S-
sal of menihers of the Qmmcd by ﬂ](‘,. Gov'ernor General will

ye subjeet to the superintendence, direetion and control of
the Sceeretary of State. It may be expected that the Secrctary
of State will not as a rule wish to he consulted in regard to
ti.c popular members. But we should anticipate that he would
find it necessary in the discharge of his own respons1b1ht.1es
to require that the Governor General should not take action

to appoint or to remove any official member without his speci-

fic concurrence.

“of the field ithe vrocess we have
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122. Potentialities of development.—It must be expected
that uny scheme of government at the eentre will he judged
by Indian opinion on the promise it affords of development
intn tull responsibifity.  We think that the suggested form of
unitary government leaves the path open for such develop-
meiuit on natural lines, and this is in our view perhaps its main
attraction. No abrupt changes would be required. As Par-
liament recognized that the Indian legislature did not desire
to pursne a poliey inconsistent with the fund
which Pavliament wished to secure, the oceasions for infer.
ference would hecome less frequent, Simultanecusly the
necessity for retainiug the official element in the Couneil
would disitush. This element would with the approval of
Parlinment gradually be reduced, leaving what would in
effect he a Government progressively responsible. Develop-
went would come, by normal eoustitutional cvolution, through
the wise use by the Indian legislature of its opporiunities,
Until sueh time as Tndia is able to make her own provision
for defence and internal security, we recognize with the Com-
mission that special arrangements would be necessary for
these subjeets and for foreign policy. But over the rest

i indicated might vontinze
without interveption. This natural growth of the powers of
the Tndian legislature, throueh Pavliament vermitting its own
powers ol control, retained for specified purposes, to fall
into disuse, could be accelerated if the itervening period
were used to fulfil certain conditions, by which Parliament
might be reasonably assured that its purposes were secured.
As regards minorities, Parliament would no doubt require
that adequate provision based on mutnal agreement should
be made for their rights and interests. Iy the spheres of
finance, commerce and railways, we indicate helow the con-
ditions on which progress seems to us to depend. TFinally,
when Parliament had been assured of the successful working
in the provincial field of the transfer of law and order, it
might be willing to see the central administration of this
subjeet placed in popular hands. When matters of this sort
had heen satisfactorily adjusted, a wide and definite transfer
of power might take place, for the completion of this task
would furnish proof to Parliament of India’s ability to
assume res onsibility for those subjeets, over which Great
Britain wou.d at preseunt be likely to teel it necessary to retain
a measure of control. In the meantime the preparatory work
leading up to this transfer of power might be carried out,
with perhaps a large measure of unanimity, by the kind of
unitary government containing a popular element which we
have songht to portray.

amental purposes
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THE CENTRAL LEGISLATURE.

123. Two preliminary points.—We began our considera-
tion of the problem of the central executive by presenting
a general picture of the existing constitution of government
at the centre, and the wayv in which it works, We discussed
the relations between the executive and the legislature, and
gave some prominence to the importance of trying to establish
reasonably harmonious velations between them.,  We aceepted
the view of the Commission that the present popular character
of the legislature should not be impatred, and made certain
snggestions which seemed to us to flow from that conclusion
for the construetion  of the ecentral excentive. The next
matter with  which we mnst deal is the composition ot the
central  legislature.  There are however two  preliminary
points which we wish fo take. They are perhaps sufficiently
obvious in themselves, bul we think that it may be an
advantage {o state them. The first is again to emphasize
the close infer-relation  between the two questions of the
construction of the exeeutive and  the composition of the
legislature ; the sccond, which indeed follows from the first,
is to disclaim any intention of putting forward suggestions
here and now to give the central legislature its final form.

124. The central legislature and public opinion.—The re-
consituction of the Indian legislature is perhaps the least
vivid of the issues which have arisen in the recent political
life of India. Under the present const}tutlou the two
chambers were coustructed on principles.wl'nch accorded well
with the sentiment of the country, and 1t 13.1')()331]010 that 1t
Tndia had not heen formally confronted with the oeeasion
for bringinge under review cvery feature of the constitution,

comparatively little atfention would have heen directed by .

practical necessities to this portion of the strmeture. So
far as Indian constitutional thought has expressed itself, 1t
does not stray far  from the prineiples which the ])1'(?se‘11t
legislature refleets.  For the Assembly & number of the
carlior schemes, and later the Nehrn report, proposed a ha&i
of adult suffrage, but it is perhaps a not unfair commenf
that these proposals  were either  the results of  study 01
svstems developed in other countries, or were put forwar‘i1
as a deviee for surmounting communal diffienlties. Thouglc
some provineial committees recommended a limited elem?n
elected by provineial legislatures the general trend of opinion
has  been in  favour of a directly elected, but enlarged,
Assembly.  The alterations proposed by the Indian .Ce.ntral
Committee are matters of detail ruﬂ}e.r t}_lan of p1~1nc1p}e ;
nomination is used to remedy inequalities 1n representation,
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to retain officials, and to introduee experts without the right
to vote.

As regards the upper house the prospect of a unicameral
central legislature makes little appeal. The structure of the
Council of State has attracted little attention. 1t is true
that the Nehru report proposed to compose it through indirect
election by the provincial councils after the method of
proportional representation, but the general trend of pro-
vineidl op'nion leaves the Council of State much as it is now,
and the Indian Central Committee would alter it only so far
as to increase its numbers,

125. Indirect election proposed by the Commission.—We
now have before us the recommendations of the (fommis-
sion for radical changes in the construction of both chambers
ard the substitution of indireet for direct methods of
clection. The views on these recommendations expressed by
local Governments show considerable divergencies, and
opinions wilhin each Government are often divided. The
general impression, however, conveyed to -us by the reports
of the provineial Governments is that public opinion is not
favourable to the changes which the Commission propose.
So far as opinion has yet been made articulate, it appears,
among Hindus, to be hostile to indirect election ; and, among
Muslims, to be divided according to ealeulations of its cffect
o1 the representation of the community which it would secure.
We cannot regard as final any of the views vet expressed.
If after full consideration Indian opinion were to pronounce
clearly in favour either of indirect or direct election. we
would only on very strong grounds advise His Majesty s Gov-
ernment in a contrary sense. Our own view is that on principle
the arguments in favour f direct election as the ultimate
system for a Federal Assembly are the stronger, but we find
definite practical advantages in the scheme of indirect
e¢lection which the Commission put forward. The task. there-
fore, which we shall set ourseives in the paragraphs which
follow, is to try to set out as fairly as we can some of the
merits and demerits of the two systems of election, direct and
indirect. But we defer our own final conclusions until the
matter has Lieen thoroughly discussed at the Round Table Con-

ference and Indian opinion has expressed itself fully.

It will be convenient to deal first with the Assembly, ana
then with the Council of State.

The Lower House. :

126. The federal principle.—The Commission have pro-
rosed that the Legislative Assembly should be reconstituted
as a Federal Assembly” ‘“ the members of which would not

*Volume 1I, para. 135.
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THE CENTRAL LEGISLATURE.

123. Two preliminary points.—We began our considera-
tion of the problem of the central executive by presenting
a general picture of the existlng_constitu‘mon of government
at the centre, and the way in whieh it works, We discussed
the relations between the exeeutive and the legislature, and
gave some prominenee to the importance of trying to establish
reasonably harmonious relations hetween them.  We accepted
the view of the Commission that the present popular character
of the legislature should not be impatred, and made certain
suggestions which seemed to us to flow from that conclusion
for the construction of the ecentral executive. The next
matter with  wiiich we must deal is the composition of the
central legivlature. There are however two  preliminary
points which we wish to take. They are perhaps sufficiently
obvious in themselves, but we think that it may be an
advantage to state them. The first is again to emphasize
the close Inter-relation between the two questions of the
construction of the execeutive and the composition of the
legislature ; the second, which indeed follows from the fivst,
is to disclaim any intention of putting forward suggestions
here and now to give the central legislature its final form.

124. The central legislature and public opinion.—The re-
ccnstruction of the Indian legislature is perhaps the least
vivid of the issues which have arisen in the recent politieal
life of India. Under the present constitution the two
chambers were constructed on principles which accorded well
with the sentiment of the country, and it is possible that if
Indian had not been formally confronted with the oceasion
for bringing under review every feature of the constitution,

comparatively little attention would have been directed by .

practical neecessities to this  portion of the strueture. So
far as Indian constitutional thought has expressed itself, it
does not stray far from the principles which the present
legislature refleets. For the Assembly & number of the
earlier schemes, and later the Nehru report, proposed a basis
of adult suffrage, but it is perhaps a not unfair comment
that these proposals were cither the results of study of
systems developed in other countries, or were put forward
as a deviee for surmounting communal diffieultics. Though
some provincial committees recommended a limited element
elected by provineial legislatures the general trend of opinion
has been in favour of a direetly elected, but enlarged
Assembly. The alterations proposed hy the Indian Central’
Committee are matters of detail rather than of principle ;

nomination is used to remedy inequalities in representatioy.
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to retain officials, and to introduce cxperts without the right

to vote. '

A« regards the upper 1'101.1;se the prosrlfect of a unicameral
central legislature makes little appeal. The structure of the
Council of State has attracted little attention. It is true
that the Nehru report proposed to compose 1t through indireet
election by the provincial councils after the method of
proportional representation, but the general trend of pro-
vineidl vp nion leaves the Council of State much as it 15 now,
and the Indian Central Committee would alter it only so far
as to increase its numbers.

195. Indirect election proposed by the Commission.—We
now have before us the recommendations of the Commis-
«ion for radical changes in the construction of both chambers
and the substitition of indirect for direet methods of
clection. The views on these recommendations expressed hy
local Governments show considerable divergencies, and
opinions wit’zlin.each Government arc often divided. The
general lmpression, however, conveyed to -us by the reports
of the provincial Governments is that public opinion is not
favourable to the changes which the Commission propose.
Qo far as opinion has yet been made articulate, it appears,
among Hindus, to be hostile to indirect election ; and, among
Muslims, to be divided according to caleulations of its cffect
on the representation of the community which it would secure.
We cannot regard as final any of the views yet expressed.
If after full consideration Indian opinion were to pronounce
clearly in favour either of indirvect or direct election, we
would only on very strong grounds advise His Majesty’s Gov-
ernment in a contrary sense. Our own view is that on principle
the arguments in favour of direct clection as the ullimate
system for o Federal Assembly are the stronger, but we find
definite  practical advantages in the scheme of indireet
election which the Commission put forward. The task, there-
fore, which we shall set ourselves in the paragraphs which
follow, is to try to set out as fairly as we can some of the
merits and demerits of the two systems of election, direct and
indirect. But we defer our own final conclusions until the
matter has been thoroughly discussed at the Round Table Con-

ference and Indian opinion has expressed itself fully.

It wilt he convenient to deal first with the Assembly, an:
then with the Couneil of State.

The Lower House.
126. The federal principle.—The Commission have pro-

posed that the Legislative Assembly should be reconstituted
as a Federal Assembly* ¢ the members of which would not
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e directly elected by constituencies of voters, but wouid |
mainly chosen, in proportions whieh we shall have to indieat
by the provineial councils . If the central Government
to develop on federal lines, the Commission consider tha
¢ the adoption of a method which will represent the provines
as such at the centre is extremely desirable 7', and seen
almost essential for the ultimate inclusion of the States.
may be that the represcntation of provinees by indire
election might facilitate at a later date the representadion
the States in the Federal Assembly, hut we would make two
comments. The first is that it is far from. certain that federa-
tion for the whole of India will come about by the inciusion
of the States in the Assembly. It may be that some new
federal crgan will be developed. The “second is that even if
the States did enter the Assembly, 1t does not appear to us to
he neeessary that the meihod of representafion of the States
and the provinces of British India nwst be uniform. We
should therefore hesitate to put the federal argument of the
Commission too high.

127. The representation of provinces.—More substantial
sapport for the principle of indirect election by provineial
councils is found in the general relationship which the Com-
mission desire to establish between the centre and the p.o-
vinces. They remark that it is important that the provincial
view should be brought to bear upon central administration,
the more particular function which they have here in mind
being the provision of revenue by the central Government
for distribution to the provinces. So far as this function is

_to be exercised through the medium of the provincial fund
proposed by the Commission, we may observe that decisivns
affecting this fund will be ounly oceasionally before the
Assembly, and it might be argued with some force that, in
determining the composition of the Assembly, we should have
regard to its suitability for dealing with the broad political
issues that will normally be before it, rather than with a
funetion performed only at infrequent intervals. According
to Sir Walter Layton’s scheme, however, the improvement
of the financial position of the provinces will depend very

largely on th_e sprrender to them of central sources of revenue, ¢
and from this it would follow that they would have a direct '

interest in the whole financial administration of the central
Government. This is a consideration of great importance,
and it would not be unnatural for the provincial Governments

to seck some means of protecting their interests, and for this.

reason to suppor_'t the substitution of indirect election by the
provineial couneils in place of direct election to the Assembly.

At the same time there is room for some misgiving whether -

*Volume II, para. 138,
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so great a degree of provincialization would be desirable in
the iower house of the central legislature. The consequences
on ceniral administration might be serious, and might resuit
in a policy unfavourable to the general interests of the

countiy.

128. The responsibility of the member..—Another argu-
ment advanced by the Commission is that the method of
indirect election may be expected to afford **‘ a closer nexus
between the member of the Federal Assembly and the provin-
cial council . The argument is based on the view which
the Commission have taken of the general operation of the
directly representative system, and their conclusion is that
as the members of the Assembly cannot be subject to
any real control by electors in territorial constituencies, they
would feel greater responsibility to a provincial legislature.
We shall revert in a later paragraph to the question of the
size of constituencies under the direct method. Here we are
concerned only with the relations which the Commission desire
to encourage between the Federal Assembly and the pro-
vineial councils. Subject to the remarks which we have just
made, we appreciate the advantages of establishing a link
between the central and provincial legislatures. Indirect
election by the provincial councils is probably the best method
of securing that purpose ; but it would still seem open to
question whether the proviuncial contingent at the centre
would acknowledge any real respousibility to the provineial
councils. It must be remembered that members —of the
Assembly will retain their seats even when provineial disso-
lution has brought about the disappearance of the electors
who returned them’; and if elected, as suggested by the
(lommission, under the method of proportional representa-
tion, the tendency of each representative would be to look
only to the particular group or interest which elected him.

In effect, so far as the Commission’s scheme of indirect
eiection rests upon the requirement of provineial representa-
tion at the centre and the need for a greater sense of respons-
ibility on the part of the member, a dilemma is produced.
Either the provincial contingents would be controlled by the
provineial councils, and the central legislature be excessively
provineialized ; or they would not be controlled by the pro-
vineial couneils, and the respensibility of members to those
who elected them might he even less than under the existing
method of direct election from large general constituencies.

129. Proportional representation.—The Commission claim
that if use were made of proportional representation in

~ selecting members for the Federal Assembly, it would be

*Volnme II, para. 138,
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weight of all-India political associations would, therefore, be
directed upon the local legislatures, where the novel experi-
ment in the use of the transterable vote will itself tend to
throw the business of the elections into the hands of party
managers. Again, the Commission appear to assume
that the judgment of the primary elector will have
regard on provineial issues to the particalar poli-

cies of candidates and on central issues only to their gene-

ral suitability as electors for the central legisla-
ture. We doubt whether electoral campaigns would in prac-
tiee observe these limits, and we should expect that the

simultaneous reference of central and provincial issnes to

‘the electorate will have a disturbing effect. There is reason

to fear that developments on these lines would introduce
divergent issues into provineial politics, and invest them with
an element of confusion and unreality. We regard this as
a real danger in the plan of indirect election by provineial

councils.

132. Dissolution.—There is another undesirable feature of
indirect eclection as a means of constituting the Assembly
which seems to us to be of importance in regard to the posi-
sion of the executive. The Commission describe* the in-
conveniences which may arise when a general election be-
comes necessary on the expiry of the life-time of the
Assembly. Means arc devised by which in such circum-
stances the minimum of disturbance of provincial legisla-
tures may be caused. It is, we presume, on similar grounds
that the Commission have proposed that the Assembly should
have a fixed life, and in fact there would be difficullies in
combining a liability in the Assembly to dissolution with a
similar liability in the provincial legislatures. We agree with
the Commission that on the one hand general elections in pro-
vineces eannot be entirely dependent on the necessity to re-
constitute the Assembly ; and, on the other, that the choice
of members of the Assemf)ly cannot be left to provincial legis-
lators, who have not been in comparatively recent touch with
the eolectors. The proposals of the Commission give this
degree of security to provitcial legislatures that at the worst
there is a guarantee of two years life, and the date of com-
pulsory dissolution is known. T, however, the Assembly itsclf
were liable to dissolution, the tenure of all provincial legis-
latures, which had still more than three years life before them,
would be insecure. It appears therefore that on praectical
grounds an indirectly elected Assembly must be incapable of
occasional dissolution, and we consider that this must defi-
nitely be regarded as an objection in the scheme. Tt may be
argued that the weapon of occasional dissolution could pro-

- bably not be effectively used in any circumstances which could

be expected to prevail during the next few years but we should
*Volume II, para.. 135.
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elect}(m cannot give. As a general proposition and o u’f}?
considerations arising out of Sir Walter Lavton’s pro nosal(;
for finance, we are disposed to welcome a closer c}ohnl()ection
hetween the central “and® the provincial legislatures The
chanee offered of getting rid of specific communal re‘lire%&en:
tation at the centre is not lightlv to he discarded. It is 6111V
when we set ourselves to examine the actual working of the
mdu'c}ct system, its probable effect on the constitutional
machine at the centre, and its possible consequences in the
proviuces, that doubts arise. Some of these we have‘already
expressed. The confusion of electoral issues between the
centre and the provinees, the dangers of excessive provin-
cialization in the central legislature, and the election of the
latter for a fixed term, all seem to us to contain the seeds of
f1_11:m'e complications. We are also impressed by thelbbk'om
tions to an allocation of seats in the Assembly on a ‘111;! 1
population basis. The alternative is an unequal ailolz‘qtfoz
somewhat on existing lines, which proceeds from an arti(ﬁcial
weightage of provinces. But any attempt to combine such a
weightage with a natural representation of communities
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i Jioht legislatures will be empowered to create a single
ﬁlgn'ic;l}asc:lgrlef sogmewhat larger t_han any one of them, and
containing under the Comng1§s1on’s scheme approximately
950 members, we would anticipate two results. We would
expect that the members of provincial legislatures, as
elactors, would be called upon to express a number of pre-
forences, which must normally exceed thirty and may run to
considerably larger figures. We have been unahle to discover
any sufficiently analogous precedent from which to judge
how the system of proportional representation, when applied
on this scale, may be expected to funetion. The second result

_of the system is that the number of votes which would suffice

to secure a candidate’s election by a provineial legislature
would be on an average from province to provinee as small
as eight. The use of restricted quotas for a system of eleec-
tion, which mnst be secret, causes us considerable anxiety, for
we cannot but attach importance to fears already expressed
that a wide door is thereby opened to the employment of im- -
proper methods. Moreover, as we have already said, there
is ronson fo doubt whether quotas so small will in fact induce
any real sense of responsibility in the successful candidate.

On the sum of these considerations we would ourselves
incline to the conclusion that a method whereby the Assémbly
would be wholly or mainly constituted by indirect election
would not he suitable. The certain objections seem to us to
outweigh the possible advantages.

134. A mixed system.—On the other hand, in view of the:
real advantages offered by the indirect method, we think that
it deserves consideration whether these advantages could not.
by some means be attained without involving the ohbjectioms
to which we have drawn attention. .

An Assembly comprising clements drawn from bath direct
and indireet clection, sccuring on the one hand terri-
torial »’ representation through indirect election by provincial
couneils, and, on the other, the represéntation of the ‘¢ all-
India *’ point of view and of special interests partly by direct
election and partly by nomination, might secure. advantages
and eliminate disadvantages on both sides. Such a method
of constituting the Assembly would admittedly still be open
to the disadvantage that it would remove the possibility of
making an effective appeal to the country in the event of dis-
agreement between the executive and the legislature ; and
for this reason we are doubtful whether such a plan would be
permanently suitable in the later stages of the development
of the constitution. But it is arguable that this objection need
not he conclusive before complete responsible government at
the centre is introduced. As a transitional arrangement
during the period, when the relations between the centre and
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the provinces have to De adjusted and the stresses and straing
created by these relations taken up, there would be much to
be said for having a central Assembly in which ¢ all-Tndig *’
views and ‘‘ provineial ”’ views could each be stated by their
own respective representatives in debate. We think that a
scheme of this nature might usefully be examined. We
foresee difficulties, particularly in the matter of securing pro-
per communal representation, but it is possible that these
might be corrected by providing special communal constitu-
encies among the quota reserved for direct election, this
method perhaps being further reinforced by nomination in
certain cases. We have not been able to work out in detail

an electoral project on these lines, but we hope that the prae- -

ticability of suech a scheme might be considered along with
cther alternatives at the Round Table Conference.

135. Direct election.—We now turn to a brief considera-
ion of the system of direct election. The most obvious and
serhaps the most grave defect of direct representation is, as
the Commission have observed,* ¢‘ the unwieldy and indeed
extraordinary size of many of the existing constituencies 7,
rendering in their view reality of representation impossible.
The difficulties of polling even a limited eclectorate over au
area so vast and of such varied physical characteristics are
evident. In the past direct election has certainly not secured
that intimacy between voter and candidate which it attains
in small compact countries, and we may expect personal con-
tact to become more difficult when the franchise is extended.
Nevertheless there are other considerations, of which we con-
gider that account should be taken before a definite break
with direct territorial representation is made. The real point
at issue is whether the physical conditions of India in fact
make direct clection ineffectual.

‘We believe the facts to be somewhat as follows. First.
the central elector has exercised the franchise with increasing
readiness and at least as freely as the elector to provincial
councils. A great deal of the business of the central legisla-
ture is as intimate to the elector, and is as fully within the
scope of his understanding, as the business of the provineial
couneils. We need cite only such matters as the Sarda Act,
the income-tax, the salt tax, the railway administration, and
postal rates. Even more abstruse matters, such as the ex-
change ratio and tariffs, interest large sections of the clee-
torate. Second, the electoral methods natural to the social
structnre of India may be held to some extent to replace per-
gonal contact between candidate and voter, a contact which
adult suffrage and party organizations make increas-
ingly difficult in western countries. The Indian elec-

*Volnme II, para. 137.
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torate is held together ~by agrarian, commercial, pro-
fessional and caste relations. It is through these
velations that a candidate approaches the elector,
and in this way political opinion is the result partly
of individual judgment, but to a greater extent than elsewhere

of group movements. These relations and groups provide in

Indin a means of indirect contact between voter and member,

reducing the obstacles which physical conditions entail. More-

over, we are impressed by the further consideration that ten

vears ago Parliament of its own motion set up for the first

time a directly clected Assembly, representative of the whole

of India. That Assembly, in part perhaps becanse it is
directly elected, has appealed to the sentiment of India, and

sown the seeds, as yet only quickening, of real representa-
tion. Accordingly, unless new considerations of greater im-

portance have to be taken into account, we feel reluctant as

yet to condemn an experiment undertaken so recently in a
couniry awakening to political consciousness.

136. Advantages and disadvantages.—On these general
grounds we would hesitate to hold that the orthodox method
of representation by direct eleetion is unsuited to the condi-
tions of India. It may be admitted that during these ten
years direct election has not achieved all the results which
Parliaraent perhaps hoped, nor has it overcome all the ob-
stacles which the vast size of the country and the complicetion
of separate electorates impose. But in many ways its snceess
has been growing, and it has contributed to the strength of
the Assembly as a focus of national allegiance. On the other
hand it would not provide that expression of provincial views
as suck which may be judged desirable in the new conditions

. contemplated by the Commission. In financiali matters,

in particular, this defect may be serious. But, as against
a plain alternative of indirect election, we believe that the
balance of the argument is in favour of the maintenance of
direct election. '

137. Summary.—We have now examined briefly the
methods of direct and indirect election. For the cireum-
stances which exist to-day in India there is no parallel in
constitutional history, and the question is admittedly very
open. The opinion of provincial Governments is divided in
regard to it. Without forming any final conclusion, we have
expressed a preference for direct election, but have suggested
that it hay be found possible to devise a combination of the -
direct and indirect methods, which might go far to reconcile
the different considerations which have force on cither side.
Orne of the two preliminary points which we took, when ap-
proaching this question of the composition of the Indian
legislature, was to disclaim any intention of suggesting its



ppgrt ’:.he (iommission’s scheme
n s-adoption to y -
ditions shou}d not be taken ag com?nitting t?llee it()grlft:lssnft(): (:ﬁl
time to the 1pd1rect.method of election. It is not imdp()ssible
that, viewed in the light of practical expediency, the Commis-
sion’s proposals may attract considerable support. But, in
any case, we feel that the method of election is essentially g
ruatter, on which the considered judgment of Indian opinion
§hould have great weight. We  would ourselves be mueh
mnfluenced by the trend of discussions at the Roung Table
Conference upon it.

138. Nomination.—We turn now to the broad questions
of the composition and size of the Assembly, The first point
tor consideration is the extent to which a nominated element
should be retained. We have already expressed the view that
the difficulties inherent in the problem at the centre wonld
he greatly enhanced by constituting the executive and the
legislature on principles which would widen the gap hetween
them. If the proposals we make for a partnership
hetween Britain and Tndia, in the government of Tndia, are
accepted, it would seem to follow that there shonid he parvt-
nership in the legislatuve as well as in the exeentive, A
wholly responsible executive would naturally obtain support
in a wholly popular Assembly.  But if at present the execu-
tive must he, either hy specific provision or by convention,
of the composite character we have envisaged elsewhere, it
can hardly count on obtaining adequate support for its ad-
ministration as a whole, merely tirough the eonnections of
its political members with the legislature. Accordingly, we
do not think that the time has yet come  for the
abolition of the nominated portion of the Assembly. We
would retain nomination for the two purposes  of
curing inequalities or defeets in representation by election,
and of obtaining some additional support in the Assembly for
an executive of the form which we contemplate. We would
in this way secure an element fo represent the unenfranchised
and inarticulate, as well as spokesmen who would explain and
defend the purposes for which Parliament must retain
interest in  the administration of India, We would not
increase the present number of members entering hy the
door of nomination, and we would allow the proposals, which
we proceed fo make for the enlargement of the Assembly, to
have effect in veducing the weight which the nominated
element will in future have in debate and division. The
provortion in which nominations might be divided by ihe Gov-
ernor (General hetween officials and non-officials should we
think be elastic. As harmony between the new executive

: and
the Assembly grows, as we hope it will, it should ho

possible
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tranchise qualification should be investigated by the Fran.
chise Committee, with instructions to make suggestions for
a reasonable extension.

141. Constituencies..—We do not desire to cover again the
ground of communal representation and the forms which it
might take, so fully explored by the Commission.* We are
in accord with their general conclusions aund, in the
absence of agreement at the centre, would feel bound,
in a directly elected Assembly, to retain communal representa-

tion, derived from separate electorates, approximately in .

its present proportions. The territorial constituencies
would then be differentiated as non-Muslim, Muslim, Sikh
and European. We would keep the existing distribution by
provineces, unless on further examination some modification
seemed necessary and feasible, but we would aim at carrying
into effect the proposals of the Commission for the elected
representation in the Assembly of the centrally administered
areas. The special interests to be represented by clection
might continue to he those of landholders and Indian com-
merce. We think it important that European commerce
should be directly represented in the Assembly.

142. Tllustrative statement.—While we have left open
the question whether the Assembly should be constituted by
direet or indireect election, we think it may be an advantage
if we show in detail the composition we would suggest for a
directly clected Assembly. The Assembly would have a
total maximum strength of 200 members, including 150 mem-
bers returned by territorial constituencies. The 50 remain-
ing seats would be filled by the return of 12 members by
direct election to represent the interests of landholders and
Tndian commerce, and by the nomination of 38 members.
The former category would include, as at present, 7 repre-
seutatives of landholders and 5 representatives of Indian
commerce. The nominated category would contain a Jimited
number of officials within a maximum of the present figure
of 26, and would provide for the representation%nter alios of
the depressed elasses and labour, until conditions permit the
use of direct election by these interests.

The statement which we append does not comprise all
the 200 seats. It has been prepared in illustration of a
possible distribution by provinces and communities of the
150 seats. which would be filled by election from the general
territorial constituencies, and to show a comparison with the
existing arrangement.

* Volume IJ, para. 70 et seq.
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The Upper House.

. 143. The need for a strong second chamber, 1y
cil of State ”’, the Commission remark,* ¢ represents tj
more conservative elements in the country and, in particul "-A
seetions of society which have most to lose by’ hasty ‘m’(l ?,111,
considered legislation ”’. We Delieve that danger 0% sueh
legislation  will  long _continue and that a second ch \
will always bce required as an element in the Indian
legislature. There are, however, reasons why at the present
stage the Councetl of State should be composed with particular
carc. It 1s not proposed to have a form of purely popular
government at the centre, and a unitary executive, however
amenable to the influence of the Assembly, cannot be directly
responsible to it.  Tn these cirenmstances, we cannot expect
that harmony hetween the executive and the lower house will
always prevail, and the merits of  administrative policy
may not imvariably receive that consideration which the
exceutive would desive. I ois of importonce, therefore, that
there should be a second ehamber, so constituied as to he
able to eive to the exeeulive reasonable and diseriminating
support.  Again, the Governor (eneral will continue to he
charged with the duty of securing those purposes which
will he the concern of Parliament, and it is desivable that,
as av as possible, these powers should not be brought into
ply In opposition to the wishes of the Assembly, until the
decisions of that body have been reviewed by the calmer
judgment of the Couneil of State,

he Coun-

144. Numbers and qualifications of members—The Coun-
cil of State has in the past exercised to the great benefit of
the country the funetions which we have just described, and
we think that it should remain much as it is at present. We
concur in the conclusions of the Commission that the
numbers and the proportion hetween elected and non-
clected should be left unchanged, and that the qualifications
for membership of the upper house should continue to be high.
The present qualifications for membership are the same ag for
the franchise, and we agree with the Commission that they
might in future be perhaps less wide than at present. An
enquiry into suitable qualifications might well he undertaken
on the lines suggested by the Commission. . '

145. The electoral method.-—The present method of return
ing mombers of the Council of State by direct clection h -
hesn suceessinl in composing the upper honse on
lines.  Owr oan preference would be for m

ay
mse. suttable
aintaining the nre-

*Volume I, para. 247,
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sent system, but we recognize that, if the Assembly were to
continue to be constituted on the basis of direct election, there
might be some advantage in taking occasion through the
Council of State of familiarizing men’s, minds with the
federal idea and the system of indirect election proposed
by the Commission. We would, however, make our accept-
ance of change in the existing method of election conditional
upon two objects being attained. We should wish to be
satisfied that the change involved no prejudice to the rights
of minorities. Our second proviso would be that the
change commended itself to - public opinion. Subject to
these two considerations, we should be prepared to accept
the proposals of the Statutory Commission.

146. Nomination.—There are two arguments, which
weigh with us in retaining the existing proportions of elected
and nominated members. First, we hesitate to rely altogether
on the qualifications, which will be preseribed for candidates,
to secure an element which has proved valuable in the past
and is indispensable in a senatorial body. In paragraph 8 of
our Reforms Office despateh No. 3, dated the 6th May 1920,
Lord Chelmsford’s Government made the following observa-
tion : ¢ The functions of such a chamber, as we conceive
them, are those of a revising body, capable of exercising in
relation to the popular chamber a restraining though not
an overriding influence, and its composition is a corollary
of its funections. The members of such a body must be
persons possessing what has been called the senatorial
character ; they must, that is to say, be men who will bring
to bear, on problems of State, the qualities of knowledge,
experience of the world, and the sobriety of judgment which
comes thereby. No form of indirect election could satisfy
these requirements. At its best, this method would produce
a body which merely reflected the views of popular elec-
torates ; at its worst, one which consisted of the delegates
of small electoral cliques ; but in no circumstances could
it yield a trne senate.”” We do not now press these views
go far as to reject indirect election altogether. They are
however still a justification for retaining adequate scope to
maintain by nomination the senatorial character of the
chamber. Second, we consider it desirable that for some
time longer the central Government should be able to count
on support from the upper chamber. For that reason it is
essential that the Council of State should remain a body
of conservative disposition. We would, therefore, retain
the power possessed by the Governor General to make
nominations both of officials and of non-officials, observing
that the Governor General is at present under no obligation
to nominate the maximum numbher of officials and indeed in

1]
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practice nominates a smaller number. We would hope that
this discretion to reduce the nominations of officials might, in
the future, be more freely exercised than at present ané it
might well be that if the method of indirect election were
adopted, more frequent resort to nomination of non-officials
might he necessary, in order to represent interests or com-
munities whieh fail to seenre representation through pro-
vincial legislatures.

147. Life-time.—Whether the Council of State is elected
directly or indirectly we agree.with the view of the Statutory
Commission that its life should be seven years.

DEFENCE.
Admimstrative problems.

148. Connection of civil departments with the administra-
tion of defence.—Having described the general administra-
tive and legislative dispositions at the centre, which appear
to us to accord best with present conditions, we desire to
consider in greater detail how these dispositions will affect
some of the more important of the departments of Govern-
ment. The Commission have fully recognized the importance
of the subject of defence, which indeed constitutes one of
the most difficult of all the problems at the centre. In
putting forward their scheme, they have been largely
actuated, as they point out, by the desire to remove what might
otherwise torm a continuing barrier to constitutional progress.
Any proposals designed to produce this result merit the most
careful and sympathetic consideration. We have already
discussed the proposals for the exelusion of defence in so
far as theyv affect the structure of the central executive ;
and we have examined in that connection the suggestion
that the removal of the control of the army from the
Government of India would clear the way for constitutional
advance. We will now endeavour to consider how the pro-
posal would affect the army administration itself. We have
been impressed by the accuracy and insight with which the
Commission have analysed the problem, and by the in-
genunity of the solution which they propound. The essence
of their proposal, as we understand it, is a mutual agreement
between (reat Britain and India that for the time being the
defence of India should be regarded as an Imperial con-
cern carried on in co-operation with, but outside, the civil
adminisiration of the country. By a similar agreement, a
fixed total sum would be made available from Indian revenues
for defenee expenditure, subjeet to revision at suitable in-
tervals. The idea has undoubtedly many attractive features.
We have however, to ask ourselves two questions, fitst,
whether, in the endeavour to avoid a constitutional difficully
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of a special character, India may not fall into a greater
danger by attempting to detach an important function of -
Government from its true place in the organic whole : and,
second whether the control of defence can as a matter of
fact be isolated in the manner proposed. It has to be remem-

bered (and experience in all countries during the Great War

bas brought home this lesson very foreibly) that

the administration of defence cannot be made the

business of one department of Government: alone.

The suceessful conducet of war does not depend solely on the

sirength of the armed forces available, the manner in which
they are raised and controlled, and their general state

of preparedness, but upon the combined efforts of the Gov-

ernment and the country as a whole. A modern war may,

and generally does, involve all the resources of the nation.

In considering the wider aspects of the defence problem, the

defence administration of the State cannot be dissociated

from other branches of the administration, such as finance,

maiutenance of order and the quelling of civil disturbances,

posts and telegraphs, railways, trade, shipping and transport,

labour, health, and even education. The efficiency of the

fighting services depends to a large extent on the general

efficicney of the nation in these departments, and on the

degree to which the national resources have been co-ordi-

nated in peace, and can be harnessed in war. The respon-.
sibility of Government for defence is thus a joint responsi-

bilitv. The €ommission evidently had these facts in mind,

for they have laid special emphasis on the necessity for

continuing vnimpaired the help and assistance which tiie army

at present looks for and obtains from the civil administra-

tion. If we have correctly followed their line of thought, they

believe that the co-operation of the civil departments in the

day to day administration of defence can be secured on the

same basis of mutual agreement as is necessary to the in-

troduction of their scheme as a whole, though the means for

ensuring such co-operation must in the final resort rest in the

hands of the Governor General. We have to examine this

assumption from the practical point of view.

149. Position of the Army Department under the existing’
system.—In the central Government as at present constituted,
there is no fundamental difficulty in correlating the activitics,
and defining the responsibilities, of the various civil depart-
ments in regard to defence. Questions, which are the joint
concern of the army and one or more civil departments, are
dealt with under the ordinary inter-departmental routinc of
the Government of India, and decided ultimately, in the event
of *disagreement, by a reference to Council. It is true that
the nrocedure is sometimes found to be cumbrous, and that
the need for a co-ordinating institution, analogous to the

k3
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is hardly reasonable to assume that antagonism and opposi-
tion will become the rule, and co-operation the exceptiou,
merely because the army has been placed, for administrative
purposes, under the Governor General. Though under the
Commission’s proposals the army administration would be
outside the Government of India, the responsibility of the
laiter to co-operate in the defence of the country would re-
main unimpaired, and the powers of the Governor General
would be in reserve to enforce that responsibility. It might
also be questioned whether an army administration, excluded
by mutual agreement from the Government of India, would
be faced with any greater difficulties in securing co-operation
ard co-ordination of effort than an army administration form-
ing part of a Government of India, which was in other
matters responsive to the legislature. ‘We do not ourselves
hold these views, but we think it desirable, in connection with
go important a proposal, to state the arguments on either

side.

152. In the legislature.—The removal of the Commander-
in-Chicf and the Army Department from the Government of
Indin might lead to complications in the legislature. The
Coranission observe that the Army Secretary would Dbe
available in the Legislative Assembly. He would bowever
ceasc to be an official of the central Government, and, as that
Government would be divested of its share in the respon-
gibility for defence, he would act, not as its spokesman, but
as the mouthpiece of an Imperial agency. His position in the
Assembly as the official exponent of policies for which the
Government of India were not responsible, would be in our
view anomalous and embarrassing. There is already a ten-
dency to eriticize the existing arrangement under which the
Army Department is represented in the Assembly by a Sec-
retary, and not by a member of the Government. We think
that there might be greater cause for dissatisfaction if the
gpokesman on military matters were not even an official of
the Government of India. The (Commission indeed propose®

" that the Leader of the Federal Assembly should take charge

of important debates on military subjects : but although the
Leader of the Federal Assembly might personally carry great
weight, his role, in army debates, would be merely that of an
advocate briefed for the oceasion.

Here again we do not overlook the arguments on the
other side. If defence were exclnded from the Government
of India by general agreement, the Assembly might tend to
concern itself less with the details of army administration,
especially if it were vepresented in a standing defence com-

° *¥olume II, para. 170.
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mittee, and had opportunities for the discussion of army
policy, as the Clommission suggest.

153. Effect upon the Indian soldier.—Our arguments s0

far have dealt with the administrative objections that might
be urged against the Commission’s proposals. There i8
another important aspeet of the matter. The (omumission
have stated™ in their report the main argument on which their
proposal is based. 1t is the principle that the protection
ot the frontiers of India, at any rate for a long time to enme,
should not be regarded as a function of an Indian vovern-
‘ment, 1 relation with an Indian legislature, but as A matter
of supreme concern to the whole Kmpire, which can only be
effectively organized and controlled by an Imperial agency.
*We do 1ot here wish to enter into the question of the deoree
to which the defence of India may be regarded as an Iraperial
rather than a purely Indian concern. We do consider it
relevant, however, to note that the greater part of the rank
and file of the army in this country consists of British Indian
subjects. The Commission’s proposals might be thonght to
have the effect of removing Indian officers and men from the
service of the Government of India, and of turning them iuto
employeces of an Imperial agency, whose policy miglhit bhe
dictated to a large extent by the War Office. Tt is possible
that the cffect of this change in the status of the Ind:an
soldier would not immediately be felt. Under the Clommis-
sion’s proposals, the army would still be directly subordinate
to the Commander-in-Chief, and would still be under the
supervision of the Governor General. The dissociation of
the army from the Government as a whole might, however,
in time produce reactions unfavourable to the Indian soldier
‘during his army cavreer, and might also tend to deprive him
of the vrotection and sympathy of the eivil administration
in his retirement.

The advocates of exclusion may reply that here also the
goodwill and co-operation of the provineial Governments must
be assumed, and that, if these are not readily forthcoming, the
Government of India would at any rate be in no better a posi-
tion than a separate Army Department to secure the interests
of individual soldiers and pensioners. We do not ourselves
hold this view. We believe that, in this as in other matters
the represeutations of the Government of Tndia are likely to,
carry more weight with loeal Governments, no mattor how
autonomous, than those of a detached authority,

154. Conclusion : the army should preferably remaiéh

un(.ier.the Government of India.—Our  conclusion. aft
weighing the arguments on hoth sides, is that it would be

*Volume IT, para. 208,
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preterable  that the Governnient of India should retain
its control ef the administration of defence. The Clommis-
sion themselves, however, recommend the adoption of their
scheme only on the understanding that it meets with accept-
ance. If Indian opinion were decidedly in its favour, we
should he prepared to reconsider our views. The proposal
hitherto does not appear to have enlisted any public sapport.

155. The portfolio of defence.—If this view is accepted,
the portfolio of defence would continue to be held by a
member of the central Government. This brings us to the
question of the position of the Commander-in-Chief. We
consider that there is great force in the Commission’s re-
commendation that the Commander-in-Chief should cease
to be a member of the central Government, occupying a seat
in the Indian legislature. The present official position of
the Commander-in-Chief, combining as it does the fune-
{ion of the supreme Commander of the forces in India with
that of permaunent Armyv Member and Government spokes-
man on army affairs, is becoming increasingly difficult and
emharrassing. The problem had arisen before the appomt-
ment of the Statutory Commission, and we had already for
some time been considering the possibility of some such solu-
tion as the Commission propose. We agree that the
Commander-in-Chief should ceasc to be a member of the
Indian legislature : and we recommend that his place in
that respect should he taken hy a ecivilian member for de-
fence, who would become the responsible member of Gov-

~ornment and Government spokesman in the legislature in

all matters of defence policy. This, in our opinion, would
constitute the simplest method of relieving the Commander-
in-Chief of duties which ave extraneous to the naturc of his
profession and appointment. The change would involve no
dislocation of the existing machinery and the actual eonduct
of business between the Avrmy Department and Arny Head-
quarters would proceed on the existing lines. The Com-
mander-in-Chief should, however, retain the right of divect
access to the Governor General, and should, as a
matter of rule, be present in Council when military affairs
arc discussed. The mutual relations of the Commander-in-
Chicf und a civilian defence member would not present
the difficulties that were found 1o arise when the Com-
mander-in-Chief and the military member, hoth high mili-
tary officers, were hoth also permanent members of the
Exceutive Council.

15G. The army estimates —We find ourselves in agree-
ment with many of the Commission’s observations on the sub-
jeet of military expenditure. Tt will he for His Mzajesiy’s
Covernment to consider whether the Commission’s argu-
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ments in favour of a  subsi

subsidy from I i

0 _ _ ) mperial revenues
should be_accepted, and whether the Govefnm tof d?
can uvstablish a claim to . o

; a fixed contributio inec
Y . ¢ n determine
3‘1]1.(3 iid(tt'm's to which the Commission have referrer(liu(l \%)'};
mitte“~ cil\om of tl}q proposal for the constitution of a com-
' (..‘(,_(n army affairs, including members of the central
egislature, for the purpose of dj SOt le centr
touch with milite ; iscussing’ and keeping in
Commissi tary questions, as  recommended* by ” the
mission. - We are also in favour of the C iasion’s
suggestion that military expendi f .o/ OTMISELON &
shomld heneotor Y expenditure from Indian revenues
B fml‘(/lll(r(l.r Tiw‘{ld[takc the form of an annmual total sum
: a period of vears, s . .
conoral mosithonio | ‘1_\ ars, dll(l.](,\ 1sed at intervals. The
Zhould {10;v - iF the .eglsla}ture in regard to defence matters
8 ) ever, remain unchanced - i : | .
; 1G, 1o red : 1n particular, th 5t~
ino ehanged P e exist
e;\z)ctﬁgiltﬁlwq fort’ihe annual discussion of military ’policv and
¢, In the course of {he bud Y .
urse udgel  debates
Assembly, should continue. ° ates in - the

Indianization.

157. The Commission’s survey of the problem.—Iu chapter
10 of the first volume of the report, the Commiss'i(;n l?ave
presented o comprehensive picture of the military Lprobh'em
notable. I;'or its impartial, yet sympathetic, treatment (it' ';
most difficult subject. That the Commission 1'eco<r11ive t};e
supreme importance of this question is maae “(-1011'
in the first sentence of the chapter, where they observe ltlllt't
in considering the implications of the policy, to the purs ‘%t
of which the British Parliament is solemnly i)ledged rf)or tlﬁe
increasing association of Indians in every branch of Indian
admuustr"atmq, and for the development of responsible gov-
ernment in British India, no question is at once more difﬁ%}ult
and more crucial than the future organization, recruitment
and control of the army in India.t We think i;c worth Wh"é
to quote in full one passage ;i | .

“ For the purposes of the constitutional inquiry
upon which we are engaged, the method by
which Indianization might proceed is not
so immediately important as the fact that
it has at length hegun, and that it is
recognized that the pace at which it 1'01
ceeds i conditioned by the efficienc pof
the results obtained. A completely )ys*elf;
govermug India must be in a positior“ to
provide itself with armed foreces, ﬁtA to

}lllél‘(,tmke the tasks which armed forces in fte!ll'
_ India have to disecharge, so far as those tasks be
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are the special concern of India itself. It is

not to be supposed that units recruited in

Britain and officered by British officers are

going to be mercenaries in some future India

where the ultimate military authority rests

with an Indian Minister for War or with

an Indian Cabinet, responsible to an Indian

elected Assembly. Indian nationalists are,

therefore, perfectly right in attaching great

importance to army questions in Indid in

relation to India’s constitutional develop- .

wment. It is essential to the honour of

Britain, in relation to the assurances which

have been given that we are sincerely aim-

ing at the attainment of self-government in

India, that the transformation should be

given every fair chance. The change 1is

bound to be slow, and it is much more likely

to come about smoothly and successfully,

if the difficulties are honestly faced on both

sides in a_spirit of complete goodwill.”’
v "These words sum up clearly and suceinetly the whole
problem of Indianization. It is of paramount im-
poriance that we should satisfy Indian public opinion that
we are in earnest in our policy, and that our measures of
Indianization are directed towards a definite goal. 1t is
equally important that cur erities, on the other hand, should
recognize that the maintenance of efficiency is an indispen-
sable condition of progress, and that this plea is not raised
for the purpose of obstructing legitimate demands.

158. The Commission’s recommendations.—The Commis-
gion have put forward a tentative proposal*® for the develop-
ment of a separate army of a dominion pattern, recruited for
purposes of internal order, but sharing with Imperial
troops the burden of external defence. This army, if and
when created, would be under the control of an Indian
minister. The suggestion is repeated in paragraph 211 of
the second volume, where it is further made clear that the
dominion army would be independently paid for and con-
trolled, and contain no British element. The Commission
recognize, however, that the suggestion raises many diffi-
culties, technical and financial, and that the time for so
considerable a departure from the established organization
has not yet come. We shall return to this subject later.

. For the present the Commission urge that we should go for-

Y ward steadily, as we are pledged to do, with the Indianiza-

Jﬁﬁi(m of the army, subject only to the overriding requirements

&

I

R,
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of military efficiency : and i i

:Sél(?llld (f()llti]'lll(’, to _‘be honotllllfe)z] 010;1 Stll(li: rletazt e obligat_ion
ih Jh(?m'r:;m_?' in India were to pass, as they ls.uz;ré(ist}}*e spirit
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p()hc ‘ )fwl e <]1§ cept this view of our obligations. Our b
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word ¢ {))11}1‘.51ut of that policy, in the languag'e of th efleve
A 1());1 , }ished with your predecessor’s approval E the
f the Indian Sandhurst Committeec, ¢¢ i e e
st‘u ble,,hne of advance towards the creatién o e sur

. stilllleny g By the creation of a dominion army ’’ we
mangzg ution of a‘solf-contained Indian force, to be I::lean
fanded axlldfoﬂ‘icercd eventually by Indiang and, to be un(zlm-
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tron, ce the announcement of decisions on the report flza_
ndian Sandhurst Committee, to state the pogitli'm;) nE;he
: OW
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19281')\;:. Progress of Indianization since 1928.—Tn March
1, “e fa‘mnoun_ced that in future the number of vacancies
avaV\;elu] g )} e for Indlaimf at the Royal Military College, Sandhurst
1ld be mereased from ten to t , 4
uld | 0 twenty a year, and that
vacaneles would be thrown ¢ ian > Royal
i : ‘ open to  India t
Military Academ i Roval A poyal
3 ademy at Woolwich, and the R 1
Cutary Ac , I the Royal Air Force
oe at Cranwell. The first examinati
Hege at . st examination under the n
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N0 2} ] ’ o
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10 ‘ . . - a - - ) T
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: ch. Up to that point i
0 passed i ] no Indian hs
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hurst was therefor i ion. exeagned for Sand-
st g refore, on this oce ;
e o therefore, on thi occasion, cxactly equal to the
number o d"ﬂcv 108 offered.  For future caleulations, it may
assumed that the number of candidates qualifyine for
Sandhurst will not fall helow the present numher of o
s RN E [ NG ] g vace
n?n{;w_l'\ twenty a year. To these shonld he added fz( n?'}rr]ﬁes,
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ore than two or three suitable candidates are
coming. from this source every year. in
. addition, we may expect an average of three or fpur candi-
dates a year qualifying for either Woolwich or Cranwell.

160. Number of Indianizing units required.—An- annunal
output of twenty officers with direct commissions from Sand-
hurst, together with an annual average of two or three
Viceroy’s commissioned officers granted King’s commis-
giong, will, in the course of time, supply an officer establish-
ment sufficient for a complete infantry division of twelve
battalions, a pioneer battalion, and a brigade of three regi-
ments of cavalry, together with an adequate margin for
ancillary departments, staff and command appointments, and
for wastage in premature retirements and transfers to civil
departments. The calculation assumes the conversion of the
officer establishment of Indian units from the existing pattern,
which consists of twelve to fourteen King’s commissioned
officers and nineteen or twenty Viceroy’s commissioned
officers, to a homcgeneous cadre of twenty-three to twenty-five
King’s commissioned officers. Our scheme therefore at its
present stage, envisages the Indianization in all of sixteen
mnits of cavalry, infantry and pioneers, in addition to
guch units of “artillery, signals and engineers as may
hereafter be officered by Indians from Woolwich, and to
the air squadron which we hope to raise gradually with
Indian officers trained at Cranwell. The eight units hitherto
set apart for Indianization are still officered on the pattern
mentioned above. But these officer establishments will in
the course of time be insufficient to accommodate the inereas-
ing number of Indians commissioned through Sandhurst.
It will then be necessary either to set apart more units foir
Indianization or to begin the conversion of the officer estab-
lishment to the British pattern, or to introduce a combination
of both these measures. We have not yet decided which
procedure we shall adopt. An important factor in the deci-
sion must naturally be the necessity of securing the rights
‘and prospects of the Viceroy’s commissioned officers, and of
the sepoys and sowars who enter the army with the ambition
of being promoted to Viceroy’s commissioned rank.

161. Question of an Indian military college.—The in-
creasing numbers of successful Indian enudidates at these
examinations bring us nearer to the point when the ques-
tion of the establishment of a military college in India
must be decided. The Indian Sandhurst Committee, in
paragraph 44 of their report, stated that according to the
expert cvidence they had received, the desirable number of
+candidates for the starting of an Indian military college, if
it were to have an efficient organization, was 100.  They

present not m
likely to be forth
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accepted that as the initial number, and proposed that (he
college should be inaugurated in 1933, with an intake of
33 cadets in that year. The establishment of 100 was to
be reached in 1935, when the first batch of entrauts would
be commeneing the third and last year of their conrse. The
Committee, in their recommendations, followed the models
provided by the Dominion military eolleges at Kingston and
Duntroon, where the normal course of training is three or
four years : and we agree that the Indian military college
when established should be on the lines of those cdlleges
rather than of Sandhurst, where the course lasts for eighteen
months only. We also agree with the Indian Sandhurst Com-
mittee that 100 is a desirable number, though not an indis-
pensable minimum, for the foundation of an Indian military
college. To abhsorb an annual output of 33 officers, if that
were the figure accepted, it wounld be necessary in course of
time to expand the number of units selected for Indianization
from sixteen, the number required for the present output, up
to about 25. The rate of progress of Indianization in artillery,
engineers, signals, and air units, is at present too uncertain
to be included in this estimate.

162. Arguments that might be urged in favour of Sand-
hurst from the military point of view.—The alternative to the
creation of an Indian military college would be a further
increase in the number of vacaneies available for Indian
cadets ai. the Royal Military College, Sandhurst. His Excel-
lency the Commander-in-Chief points out that there is inuch
to be said for the retention of Sandhurst as the training ground
of Indian King’s commissioned officers as long as possible,
provided that the progress of Indianization is not thercby re-
tarded. The traditions which have been established over long
years at Sandhurst, and the fact that the Indian cadets there
mix freely in work and games with boys from English pub-
lic schools, have undoubtedly a beneficial effect. It can be
shown that many young Indian cadets, after a Sandhurst edu-
cation, are holding their own with their British contempora-
ries : and those who advocate the retention of Sandhurst
feel no doubt that the same results would not he obtained
from a college established in India, which for many years te
comc would have no such traditions as Sandhurst and no cor-
responding esprit de corps. While sympathizing with the
wide-spread desire among Indian public men to see a nilitary
college -established in India, those who hold this view ave
definitely of opinion that the present high standard of edu-
cation, combined with the surroundings and traditicns of
Sandhurst, resulting in the formation of character, will not
be maintained in an Indian college, and that the quality of
young Indian officers entering the army will conscquently
deteriorate. '
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' ents that might be urged in favour of Sand-
hurstl 63.'05 gtu}fel politica.lmlgoim of view.—Indian political
opinion Las hitherto expressed itself clearly in favour of the
ereation of an Indian military college in accordance with
the recommendation of the Indian Sandhurst Coxamittee. The
considerations stated in the preceding” paragraph might
however be acknowledged by some of those who press for an
Indian :ilitary college, if they &ould be assured of a guaran-
tee that the retention of Sandhurst would in no way prejudice
the rapidity of Indianization. Indian sentiment, both within
and outside the army, attaches considerable value to the
hall-mark of Sandhurst. One of our Indian colleagues has
expressed the view that it would be better that India should
sontinue for some time yet without a military college of her
ewn, than that Indian officers should come to be regarded as
possessing qualifications inferior to those of their British
eontemporaries in the Indian Army. He fears that this argu-
ment of inferiority might be used to retard the pace of Indiani-
gation in future, and he observes that if it 1s found neces-
sary for young Indians appointed, for instanece, to the Indian
Civil Service or the Forest Service, after open competfition
in India, to be sent to Ifurope for further training, a pcriod
of training in EKngland would seem equally necessary for
young Indian officers of the army. It would be possible to
point, in illustration of this argument, to the proposal of the
Indian Sandburst Committee that Indian cadets, after com-
pleting their course at the Indian military college, should be
attached for one year to British battalions stationed in the
United Kingdom. To cite another instance, although the
teaching in Indian Universities has reached a high standsrd,
there is still in India a great demand for admission to British
universities. Even if the Indian military college, therefore,
produced from the outset officers as good as those trained at
Sandhurst, the fact might not be recognized for some time by
the Indian or the British public. He further urges that inas-
much as any expansion of Indianization will involve a decrease
in the number of British officers of the Indian Army, there
should be less difficulty in accommodating the increasing num-
hersof Indian cadets at Sandhurst. If therefore His Majestyv’s
Government could arrange to secure the admission of Indian
eadets to Sandhurst to the extent which the progress of
Indianization required, there would be grounds for postpon-
ing the - establishment of an Indian military college for a
considerable time to come. An Indian military college is
morcover bound to be expensive, both in its capital cost and
in its recurring charges, if it is to be founded and maintained
on lines comparable to Sandhurst. He anticipates that. from
the politieal and financial, as well as the military, points of
view, ihe alternative of retaining Sandhurst may find some
support.
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164. Arguments for an Indian military college.—On the
other hand it may be argued that a course of three orn 0 Y
8ibly four, years in an Indian military college, beginnin e inp t}B'
seventeenth or _eight(am.\th yvear of age, when ti)()y's ‘jl'() stilﬁ
cplny);}l'zltlvely 1mp_1'e'ssm‘nal)lc, conld he made at least as
effective as the training imparted during eighteen monthy at
Sandhurst to Indian ecadets, who rarely gopth(ero undo’rnil(llé
present system, until after thev are nineteen, ’].‘lu: &'d\"'tl’l-
tages resaulting from assocéiation with British contempu}a;ies‘
might })81‘1‘1&}’)? be Stecull:ed, when the time comes, in another
way, namcely, by extending, for Tndi; icers iod o
attachment to a British Tl,llit l}iiégi%ntiizwe'l v e el T

. . , be 2y are posted to the
Indmn army, from one year, as at present, to, say, two years.
Further, it may be thought that the qualities of initiative and
comradeship, the combination of which is essential to the
making of a good officer, are acquired rather during the time
spent at an institution such as Dehra Dun, or at an Knelish
public¢ school, than during the later, and shorter, stagze Dof‘.a
conrs¢ at Sandhurst. By taking its cadets at a I’norehf;»rma-
tive age, and by training them longer, an Indian military
cpllo_a'o could supply to some extent the advantages of a pub-
lie school education for those who had not already had it :
and there 1s no reason to suppose that the militarv authori-
ties in charge of the direction of the college could not by
choice of staff and in other ways, ensure the provision ;)f a
first eclass training. The Indian Sandhurst Comumittee
were obviously guided by considerations such as these in
making their recommendation for an Indian military col-
lege-—a recommendation that has received much Sllpp()l"t from
Indian public opinion. We cannot ignore the streneth of
the demand for such a college. In spite of the ﬁf)ﬁancial-
assistance granted by Government to Indian cadets. we
cannot doubt that the expense, the distance from [ ndi:; and
the unfamiliarity of the surroundings, are factors which
deter a number of parents at present from offering their
sons for a military carecer. There is a general impression
that in spite of everything that Government can do, the enst
of cducation at Sandhurst remains excessive, and that Indian
cadets ave handicapped in various other ways. This feeline
is but patural. To appreciate its force it is only nece'sswa
to imagine what would be the attitude of British p:{rgllfz
who desived to send their sons into the army, if there Wex‘e
no military college in Great Britain, and every En“‘lijs'h‘ cadet
had to be trained at an institution in a distant e&u&tr Tt
would not be long before public opinion, in sucily' ¢
eumstances, demanded the establishment of 5 military oo‘il(;'}'-
in England. An Indian military college will in am; e H;
become nevitable as soon as Sandhurst ean no longer aee -
modate the inereasing numbers of Indian eadets. We doL;lrgg
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kmow wher that point would be reached: it would depend,
among other things, upon the attitude adopted towards this
question by the Army Council. But, even if the military
authorities in England were willing to accept Indian cadets
al Sandhurst in sufficient numbers to avoid the immediate
necessity of founding an Indian military college, the question
would still remain whether it would be bhetter to continue
sending Indian eadets to Sandhurst as soon as possible, or to
start the Indian college without delay.

Some of our number would prefer, for the reasons given
in paragraphs 162 and 163 above, to make every effort tfor the
retention of the advantages of Sandhurst as long as possible,

- provided that the military authorities in England were pre-

pared to accept Indian cadets in the increasing proportions
that the progress of Indianization will require; others ot us
take the view that the establishment of an Indian military
college should be set on foot as soon as practicable. In these
circumstiances we have stated to the best of our ability the
arguments in favour of either course, and His Majesty’s
Government will have the opportunity at the Conference to
asceriain Indian feeling on the matter.

165. The Commission’s scheme for a separate ‘‘ domi-
nion ’’ army.—If the number of King’s commissions offered
annually to Indians is inereased in the near future, it will
be necessary to decide in what way the additional officers
should be employed. We have considered very carefully
the proposal made by the Indian Statutory Commission in
paragraph 211 of the second volume of their report. Read-
ing that paragraph with paragraph 126 of the first volume,
we understand the proposal to be that Government, in co-
operation with the central legislature, should encourage
the recruitment of battalions of a dominion pattern, com-
manded hy officers holding a dominion eommission, for
purposes of internal security, that these forces should be
conirolled by an Indian minister of the central Government,
and that out of them a dominion army should gradually
emerge as a self-contained indigenous force, distinet from tne
Tmperial army, in which latter army, however, the policy
of Indianization should also be pursued. The Commission
have left us in some doubt as to the functions of this new
force, which they contemplate® as being ‘‘recruited for pur-
poses of internal order ”’, but also ‘¢ sharing with Imperial
teocps the burden of external defence . Nor have they
defined the source from which it is to be financed, though
recognizing that financial considerations will of necessity
jmpose striet limits on its size.

. *Volume I, para. 126.



166. Tentative character of the scheme.—Th; roagt im
of the Commission iy, however, only ter?;;tivrghliiu&’ge?(m
already stated, they ao not themselves consider thaLt :ghe y t'a ve
hos yet arrived to decide upon it, and whether it shmbll 111{)10
adopted or not. Its adoption would in any case d@[;end ‘ ) N
a definiie_pronouncement in its favour hy Illd{all xu%)?‘n
opinion. We shall proceed to examine it in the paran-‘r‘i 110
that follow. At the same time, we wish to make it cle‘::f?}) -l%
our views, like those of the Commission, are meroly fyon
visional, and that we do not commit ourselves at thig ;ﬁ’uf.rf )
a final expression of opinion. Tasete

167. Possible objections to the scheme.-—Whether, as
we shonld prefer, the Government of India continue to control
the regular army, or whether the Statutory Commi.s;sioln’s
recommmendation he adopted, and the control of the arms be
translerred to the Governor General, acting as an a(rel.:"t of
the Imperial Government, this further recommendation of
the Statutory Comiission would involve the existence of
two distinet forces side by side, econtrolled, organized,
equipped, financed and employed on different systems, but
both of them none  the less forming part of the army in
India, and containing the germ of the future dominion
army. We confess that we do not at present sce what
Justification oy incentive eould be found for the ercation of
the proposed new force. Apart from the financial difficul-
ties to which we have alluded in paragraph 165, it is obvious
that uewly raiced troops of this character would not for
many years he as efficient as units of the regular army.
Indian public opinion, so far as we know, is content that the
whole army should remain under the control of the Govern-
ment of India and the Commander-in-Chief. Its main de-
mands arc first, a large reduction in military expenditure,
and, sccond, an increase of Indianization within the
existing army. The fact that the Government of India and

the Assembly were free to develop an army which might be
regarded as of inferior statns and of less effective fighting
capacity alongside the regular army, with such funds as
might he available, would not evoke any dggree of
populir enthusiasm : nor would it be easy to convince any
one that this measure constituted an advance towards the
formation of a dominion army. It must further be re-
membered that, in time of peace, internal security, troops,
as such, do not exist. All units of the army are recrl.nte.d,
trained, and equipped up to the full standard of efficiency
required for service in the field. On the outbreak of war,

ts which are at the moment stationed in certaln places
s on mobilization, part of the field army, and proceed
E:c&ﬂe’front- Those in certain other stations. are detaileq

‘ ’ 145

for internal scourity —puUrposes; but, be}n.g ftlllllyﬁggmeﬁ{
also form a valuable reserve to the Frig()lllos tm . 1ed ed.

’ lill'll‘\' (‘].]nes however every gnlt -15 ully I‘a.ln'el 'l ar,
:l)lllld 4 2lso available for duty in aid of ,thte gwé. power %’;

tbreak of local disorders, whgte'ver its duties may

.the o 1t of mobilization. Battalions trained for 1nterpal
1'1 l thqtew ellllx'p()ses alone would not have sufficient occupation
zﬁc;g;tff\p their maintenance as reg‘ul.zu"forces. .

" 168. Another suggestion——?rowm‘:lal‘ ' bajctlt?,??ns‘.?‘vgfg
have cousidered also an alternative suﬁgge‘stlon 111 u?l (i(e:' ?}ic

ber of units, over and above those set apart er

o ine heme for Indianization within the army, should
emstm% f{cover to provineial (fovernments to be maintained
be' h:lm N as provineial battalions. These battalions would
b‘\mtnixelrlg be employed by the provincial Governments 01%
l;(' t'e: connected with law and order, for the preservation ol
e h ihev ar der the Commisgion’s proposals, to become
which ?'};‘i} a¥ (;E)lllléliblc They might also develop, in the course
11;11&;1; )i'lft‘(\gj Iuni‘ts c-e;pablé of taking their place in the he'ld
oy 'Mhey would in fact be raised and maintained by pro-
a,!l,n,“y.'l (i‘ovzrnments in precisely the same way as Ilmperial
thl;(fle“ fo;ces are raised and maintained by the rulers (3f th‘e
lwﬂrger Indian States. They would be inspected and su[{el-
:ised by a central ageney similar to, ‘and poss;bly ama g,}-
:Ilated with, the Military A_dviser-m-Cl-nef and his 133‘51‘?1;:11&3
Tor every provincial hattalion so constltuted, a dc??‘l ‘e)b%j( ‘r‘é'oﬁb-
unit of the regular army would be brought under tl ‘::fll’[(hia n:
and the provincial Goverm_nent would 1'ecelvtl%3 {m N
sultant saving to army .estl.mates, such financia con‘.l{ \ 11,1)
as was rcquired to maintain the nevxil m%n 19‘11 'al'lno-aag\iltl{di;
footing. Provineial battalions, like t e1 nl( umimlp lq so o
the regular army, would he .thcere( )},7 I%( 1;1}1.,'1‘ ‘c i
missioned through an Indian military _college. t 18 claymed
for the scheme that, by encouraging the development
of localized forces, 1t would help to  broaden the
hasis of recruitment, and perhaps foster willingness to
undertake military service among communities who show no
enthusiasm for it at present. Meanwhile, the Imperial armv
would not run the risk of inelnding more experimental, and
to that extent, ineffective units than it could ecarry. At the
same time, there would be no restriction of the field of employ-
ment for young Indian commissioned officers, many of whom
might prefer serviee in provineial nnits of this character 1o
service ir: the Tmperial army. The suggestion, therefore, has

something in its favour from the purely military point of
‘view. Tt is, however, open to some of the same objecttons as

:é)roposal of the Indian Statutory .COmmission : nor have
Vineilé‘y reason to suppose that provincial Gover.nments oT Pro-
) fentiment would welcome it. There is no evidenee

. L



at present of a movement in any part ot India for the estah-
lishment of provincial military forces.

169. Reasons for preferring the continuance of a single
army.--Apart from these considerations, the ereation of any
new type of armed forces would form, in our opinion, an un-
necessary complication. We already have regular troops
with British officers, and regular troops in process of Indian-
ization.  We have also the territorial forces, and the
various pattalions of military police maintained by proviu-
cial Governments. We doubt if theve is room ftor provin-
cialized forees in addition to all these, We would greatly
prefer that all units hereafter selected for Indianization
should retain the status and funetions of regular fighting
troops : and we nave little doubt that Indian seuti-
ment woald support us in this view. We think that the ad-
vantages of a provineial or local connexion could he
equally well attained by assigning certain stations ag per-
manent headquarters to some of the Indianizing units of the
regular army. Some such arrangement would indeed be
desirable for several reasons. The increase of the number of
ng’:q c_ommissioned officers in replacement of Viecroy’s
commissioned officers, for instance, will necessitate the pro-
vision of accommodation for officers on a different scale from
that provided for ordinary units : and for this reason it will
probably become difficult, if not impossible, in future, tor
ordinary units to succeed Indianizing units on relief, and
vice versa. We have reason to believe that provincial Gov-
ernments, if asked or required to maintain armed forces for
internal security duties, would prefer that those forees shonld
take the existing form of military police. We accordingly
consider that any advance in the Indianization of officer ranks
must be made within the army itself, and that units selected
for this purpose hereafter must continue to be trained and
emploved in exactly the same way as those which retain their
Britich officer establishments. _

170. Conclusion.—But whatever may he the outcome of
the Commission’s suggestion for the eventual creation of
a separate army, we have sufficiently indicated, in the fore-
going paragraphs, our whole-hearted concurrence in the
policy which they advocate for the meanwhile. Our aim is to
proceed with measures for preparing India to undertake a
larger share of responsibility for her own defence as rapidly
as is practieable : and we shall be ready to adopt whatever
means mav he found most suitable and effeetive, oy | the
achicvement of that end.

FINANCE,

171, Considerations which affect the early transfer of
responsibility for finance.—We have referred in a previous
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' thi atch to the special difficulties in the
paragta ph ,(){n}r};:Sd?:tseptransfer of responsibility for finance,
way (ft allzl to the magnitude of the interests which have
Diher pd’:)ee)n safeguarded under the responsibility of the
hitherto of State? and partly to the necessity for the prior
Secretar}; of certain special conditions. We desire to examine
iulﬁlm.e ]1det:1ii the special circumstances Whlqh'surrqund this
m m{) letn h;lical but vital part of the administration. We
hlg'{1 3;1 (If “offer some suggestions as regards the direction in
gﬁé}, lfmd the qualifications subject to which, advance in

4

2 que e
neial respons1b1hty may be made. . . |
e 172. The four principal factors in the situation.—It will

* reciation of the practiqal measures which
fa,cﬂlt: tﬁiﬁ% ai’rf)pthe principal factors m the situation are
:flzl;sgd and considered separately, though they necessarily

to some extent overlap. These factors may be stated as

follows :— . o '

(a) The great financial significance of the purposes
in regard to which Parliament cannot divest
itself of all responsibility. ;

(b) The foundations of India’s credit and its signi-
ficance to the country.

(¢) The unusual respon_sibilitie.s which the Govern-
ment now carries in relation to the currency.

(d) The particular financial and economic conditions
which exist to-day.

ncial significance of the responsibilities of

.173'(9;11;1}21@1?: special responsibilities of Parlent in
Pa,rham ial sphere may be classified under three main
the ﬁ “a“]%-,.st if Parliament remains, as it must, responsible
},’eadb'f Ale ;1 must be able to ensure that the funds to meet
tor de‘s 1(]);? defence are available. Second, Parliament having
the co}s sperto responsible for the general good government
1jemj[l (Jlfh could not relinquish this responsibility without
of Il"li that the debts incurred during its period of respon-
Cnsuriis ‘honoured. In this connection we may veecall the
Slbl]],t} .,'ireviven by the Secretary of State to the holders of
ﬂ.Sffil.ll.aﬂ]( N ns in England in Sir Arthur Hirtzel’s published
1““13.11 foé]l'anual'V 97, 1930. Third, Parliament must remain
letter 0"];](. for the pay and pensions, family pensions and
responst t funds of all officials recruited by the Secretary of
EI.'OY}ael?n v he arcued that it would be a sufficient .d1is:
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But (@), a first charge on revenue is of no value unless
the necessary taxes are levied to produce
sufficient revenue, and

(b) in this case the total of the charges including

. only cost of the army, interest on loans and

pensions amounts to about 80 per cent. of the

net revenue ol the central Government. When

a ““ first  charge ” absorbs all but a narrow

margin of the total revenue, the security implied

by the mnomenclature disappears. In such a

case, the authority responsible for seeing that

these paymeuts are made has an intimate con-

cern in the whole finaneial administration of the
country.

‘We do not go so far as to suggest that this cireumstance
must constitute a permanent obstacle to any {ransfer of
financial responsibility, But Parliament may not unreason-
ably demand some signal guarantee for the future, before
surrendering the security provided by its dirvect constitutional
power to coutrol proposals for taxation and expenditure
throungh a minister respousible to itself.

174. Credit of India.—The maintenance of Tncﬁa’s credit -

is a factor of overriding importance, and having regard {o
the special circumstances in which India has been governed
in the past, the ontstanding consideration is that, in the
absence of special sateguards and preparation, the removal
of the ority and respousibility of the Sceretary of State
would represent a fundamental  change, which might be
expeeted to give a very severe shock to India’s eredit.  How-
ever unfair we may feel to he any implied distrust of what 1s
to be expected in the way of financial policy from.a responsi-
ble Indian Government, it is none the less real, and we
have to face realitics. We caunot ignore the fact that the
foundations on which the financial stability of India depend
are of a verv special nature ; first, owing to the extent to
which up to this point India has velied on external resources
for the building up of her existing economic strueture ;
sccond, because of the great part which reliance on the
credit of the Seerctary of State and the responsibility of
Parliament plays in the maintenance of that structure.
The peculiar features in India’s position have arisen mainly
from the histoggcal connection hetween the United Kingdom
and India both in civil administration and in defence, and
in the supply of capital raised in the United Kingdom for
the construction of railways, and canals, and other public
works. India has in consequence built up very large sterling
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the situation in India that the responsibility for supporting
exchange, and therefore assuring that adequate remittance
can be made to meet all foreign exchange requirements,
public and private, has in practice been wundertaken by the
Government and has recently been made a statutory obliga-
tion. It has long been felt that this is, on grounds of
principle, undesirable and that the right course must be for
India to follow the practice of other countries, by providing
that the control of both currency and credit should be
united in the hands of a central bank acting independently
of Government. The underlying idea in all countries is
that the currency authority should be free to conduet its
poliecy in accordance with the dictates of sound finance
detached from all political influence. The official character
of the Government in [udia has hitherto been a distinguishing
factor, and it is ‘obvious that the reasons for introdueing
the practice of other countries into India would be enormously
reinforced, if the finance portfolio were to pass into the
hand of a minister relying for This position on the support
ot a political party. We wish therefore to state in un-
ambiguous terms that the formation of a reserve bank on
sound lines must in our view be a condition precedent
to any transfer of financial responsibility from the agents of
Parliament to a minister  answerable to the Indian legisla-
turc.

It must, however, be admitted that the present is an
exceptionally unfavonrable time for an attempt to establish a
reserve bank. During the present period of falling prices the
currency authority of a country like India, which relies mainly
on agricultural exports, must be forced, in order {o fulfil
its duty for maintenance of exchange (whatever the statutory
ratio may be), to follow a course involving the removal of re-
dundant curreney from the market. The bank would have to
rely on the use of its sterling resources or on sterling borrow-
ing, in which respect its position would be far weaker than
that which the Government has held hitherto with the credit
of the Secretary of State behind it. But more important
still, as has already been pointed out, any sudden change in
the administration, or fears as to the future constitutional
position, may start a tendency for capital to leave India, and
so long as this is going on the halance of remittance may be
insufficient, with a consequent increase in the strain on the
bank’s reserves or on its capacity to borrow. Lastly, a
special difficulty is created by the fact that in any case a spe-
cial strengthening of reserves is necessary, for the present

.gold and sterling reserves held for currency purposes by“the

(Government cannot be regarded as sufficient for the secure

~working of the reserve bank even in mnormal times. As
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and the need for furthier resources in gold or external capital,
not only to continue the development of India’s railway
system, but for establishing a central bank with adequate
reserves. It would indeed hardly be possible to imagine a
combination of circumstances more unfavourahle to an im-
mediate change of policy, which might result in shaking
publie confidence in the eredit of India.

177. Importance of central Government finance in the
new constitutional scheme.—There is one further con-
sideration which should bhe mentioned at this point, nawmely,
the vital importance of maintaining the financial stability of
the central Government in India in relation to the constitu-
tional scheme which we are now cousidering. The proposals
of the Statutory Commission would give a wide extension of
responsibility and independence to the provineial Govern-
ments.  Nevertheless, the provinces canmot be regarded us
separate cconomice units, and they must remain to a large cx-
tent dependent on the ceniral Government’s finanecial ad-
nministration and the maintenance of its ervedit. At the same
time, the sdministration of finance in the provinces may on
its side react to an important degree on the general financial
position of India, and the centre must be strong eno}lgh to
protect the situation. Central Government finance indeed
may he said to represent a key point in the proposed consti-
{utional struecture which may bhe exposed to heavy and un-
certain strains. India can hardly afford to run risks at this
point during the carly wvears of the new régime in the
provinees.

178. Conclusion that transfer of responsibility requires
fulfilment of certain conditions.—IFvom this review of the
main factors in the present position we are foreed to the con-
clusion that the occasion for a transfer of financial vespqusi-
bility cannot he reached apart from the fulfilment of certain
conditions, such as the restoration of normal economic condi-
tiomg, the re-cstablishment of eredit and confidence, and the
inanguration and suceessful working for some time of a reserve
bank with adequate sterling reserves. Some of these condi-
tions, such as the last, are clear, and their fulfilment is capable
of precise determination.  Others are essentially more general
and in the last resort His Majesty’s Government must he
the sole judge of their realization. Tt is at this point that the
essential diffienlty arises, and it is precisely on the subject
of these conditions that free diseussion at the Ronnd Table
Confereuce is likely to be helpful. Pending such discussion
we are rveluetant to propound final proposals, and in the
following paragraphs we do no more than attempt to indp
cate the gemeral significance of what we have in view.
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dependent on action to be taken on the Indian side, for we
consider it essential that Indians should realize that they also
have a definite task to fulfil, and that it is for them to dispel
the misunderstanding and mistrust that have been created.
We do not overlook the difficulties in the way of defining
precisely how this is to be achieved, but we are of the opinion
that, unless His Majesty’s Government state clearly what is
required, and Indians are given a fair chance of making a
response, with assistance given generously from the’ British
side, we cannot expect Indian opinion to aceept the difficulties
of transfer as an excuse for its indefinite postponement.

There is one subsidiary matter to which we might refer
before leaving this subject. If we look forward to a peried
when  the  finance portfolio may be held by a respon-
sible minister, in distinetion from the system which has pre-
vailed hitherto of filling this post with a specially selected
financial expert, one consequence may bhe to throw a greater
burden on the permanent staff of the Finance Department.
An elected minister, even if he is himself experienced in
finance, will have to devote more of his time to political acti-
vities and to rely more on his permanent officials as regards
departmental work, and we must emphasize the nced for
greater continuity, than has under the present practice pre-
vailed, in the,personnel of the highest posts of the depart-
ment,  Tlie recruiting of suitable officers, and a provision
for their tvaining, will beeome of greater importance ; while
it must he vemembered that the special training ground which
is now available in the enrrency department of the Govern-
ment will no longer exist after the inanguration of a reserve
bank. This may appear to be an administrative rather than
a constitutional point, but we attach great importance to it.

180. Safeguards after responsibility is transferred.-- Tt
will be elear from the nature of the present responsibilities of
Parliament, as envisaged in preceding paragraphs, that Par-
Jiament, so long as ecertain obligations inherent in the posi-
tion created hy past history remain, could not eseape the
ultimate responsihility in many important respeets, and for
this purpose it would be necessary to preserve certain safe-
eguards, even after the primary responsibility for financial
admiuistration had been transferred to a minister vesponsible
ta the Indian legislature. The nature and extent of these
miust to some extent depend on the measure in which the
general conditions precedent had been fulfilled. It is not

tecessary for our immediate purpose to examine them in-
detail. They would include :(—

~

(a) The eveatlon of consolidated fund charges to cover
such ifems as interest on deht, railway annuities,
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181. Relations with the Secretary of State.—Concurrent-
ly with the action which we have described in paragraph 179
by way of preparation for the later transfer of financial
responsibility, we recommend some modification in the rela.
tions between the Government of India and the Seerctary qf
State. In a subscequent portion of this despatch we shall con-
sider the general  constitutional aspect of thix question,
and it is sufficient to say here that in our view the Seerctary
of State should in future exercise only a power of superin-
tendence, direction and control, remaining the first exceutive
anthority in sueh matiers only as might be definitely removed
from the exercise of thoe authority of the Government of
India. It is first neeessary to ask whether there gy any such
matters in the field of finance.

(a) Stevling borrowing—We take first the question of
sterling horrowing. In the report* of the Indian Statutory
Commission reference is made to a suggestion that the High
Commissioner, instead of the Secretary of State in Counell,
shonld undertake the {ask of floating sterling loans for Gov.
ernments in India, and should be assisted in its performance
by a small committee of experts. The main  reason
given is that the control of currency in India, and the raising
of loans in India rests, in practice, with the Government of
India. This statement does not accurately represent the
facts. The amount of loans raised in India, and the terms
on which they are raised, are subject to the approval of the
Seevetary of State, while the Secretary of State’s control in
currency affaivs is not by any means confined to broad ques-
tions of poliey. Moreover, {he Secretary of State manages
sueh mafters as the wavs and means operations in London,
the investments of the Home treasury bhalances, and the sale
and purchase of silver,

When the reserve bank scheme was under discussion
in 1927, it was eontemplated that the hank should undertake
all the remittance operations of the Government of India,
and wonld supply the Secretary of State with sterling funds
against corresponding dehits in rupees in India. Tf the same
Iine is followed when a reserve bank is created, practically
all  the control of the Secretary of State over
the detalls of the curreney and wavs and means opcrations
will automatieally cease, and it might then he desirable to
relieve him of the fanetion of floating loans for the Govern-
ment of Tndia. The reserve hank manager in London might

have an advicory committee to assist him," and the High

—————

* Volume TI, para. 311,
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in & later portion of this despatch that the Secretary of State’s
controlling power should be specified in the same terms in
which Parliament may sce fit to define the purposes which it
must continue to he concerned to secure in India.

(¢) Other matters for control—There are other matters
in which control can be defined by rule, as at present in the
central audit resolution. Here the Secretary of State will
require to retain such control as is necessary to safeguard
his responsibility for members of the services appointed by
him, and rule 1 of the appendix to the central audit resolu-
tion will in substance have to he retained. Rules 2 and 3 which
impose restrictions upon the Government of India’s powers
to create permanent and temporary posts have already been
greatly relaxed by rule 10 of the new Classification ~Rules,
but these restrictions might now, in our opinion, dis-

" appear. Similarly the grant of unusual pensions (rule 4)
should be left to the discretion of the Government of India.
Rules 5 to 7 deal with expenditure on military works and
stores. We doubt whether these special restrictions by rule
are necessary in addition to the general power of superin-
tendence, direction and control. Rule 8 (a) and (b) deals
with minor matters which might be left to the Government
of India. Rule 8 (¢) deals with the Governor General’s
amenities, staff, houschold and contract allowances, ete.
There may be some advantage in reserving the control in
these last mentioned matters for an outside authority, but
apart from this possible exception and the retention of rule 1
relating to the services, all the restrictions in the central andit
resolution might be removed.

(d) Secretary of State’s Council.—We deal elscwhere
with the constitutional position of the Secretary of State’s
Council and will merely add here that we regard it as im-
portant, not that there should be financial control by the
Council—indeed we are recommending the abolition of the
financial veto by the Council—but that the Secretary of
State should have at his disposal the best financial advice
available in the City. This is a subject which requires
further discussion, but we need say no more for our nresent
purpose.

(e) General spirit of relations with the Secretary - of
State—We may perhaps with advantage sum up our views.
as to what henceforth should hecome the relations between
the Secretary of State and the (Government of India in finan-
cial matters,

We consider that, whatever the immediate constitutiona?
changes may be, a stage has been reached now when the
main direction of financial policy must definitely be regardec

" iny loans.

conducted in a
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sphere the demand for a further advance is

: : : keen, &
unless in this region some transfer of power prov ieen, and

es feasible,

it will not be possible to satisfy Tndian aspivations The *

question (o what extent power cdan be transferrved, therefor

is of great significance and must be fully considered ({}VG:
have no desire to magnify obstacles, which it may he p(;qsiblt.
to rcmove, into insuperable barriers, but there are 1‘0'\1kd'ﬂ‘(‘
culties to be overcome which cannot be ignored or er1 ‘}1 ]i
aside. Most of the subjects which req11ircineuﬁ(nx are 1:?1(11(;:1

the achninistration of the Commerce Department, hut we shall

refer also {c cognate subjects, which areat present controlled
by other departments of Government, ' '

183. The customs tariff.—The most powerful iustrument
whlph a Government desirous of pursuing an active 1'(3 ’1" u l
of n)dustria} development can employ is the cus"r}i)m%r glm;fe
But the tariff has a dual aspect, for while tar'ff‘ ‘ 1'b o
ciSes a dectsive influence on thv’ocon()nli' ¢ dastaat i

: he ee ¢ and industrial life
of jche country, the Government of India must look to the
tariff as the prineipal souree of their revenues Revenu;
considerations, therefore, must play a large parf in shaping
tarlﬁ_ policy. Again, tariff policy mayv have international.
reactions, or may raise questions between India and other
parts of the Empire, and Parliament must necessarily retain
control in the sphere of external relations. For tho pre-
sent, thevefore, two limitations on India’s complete control
o.t th.o, tariff are inevitable. Of these, the financial limita-
tion is inherent in the facts, and a finance minister respon-
sible to the Tndian legislature, no less than an official finance
111‘e1n})er, would mnecessarily regard the tariff from a point
of view by no means identical with that of the member or
minister in charge of the commerce portfolio whose primary
interest is the effect of cusioms duties rather than revenuc.
But even during the period within which, for the reasons
adduced in paragraph 178, the control of the Finance De-
partment might remain in official hands, the financial con-
siderations need mot prevent substantial progress in the
direction which Indian opinion favours. The sceond limita-
tion is not likely to involve constant interference, but is con-
sistent with the grant of considevable latitude to ’tho G(‘wm‘n-
ment  of Tndia  and its representatives, when cmmnoréiql
negotiations have to be undertaken either with foreien ;’ou;l'-
tries or with other parts of the British Commonwealth. So
far as Great Britain itself is coneerned, control mieht ro'fm)ﬁ-
ably he exercised to secure for British goods mu:‘r f‘q\"(; >r(\d
nation tariff treatment, but it would be for the T‘n’di:m l(]‘0\
ernment and legislature of the future to deeide all q;w%;om
of preferentinl  rates of duty. Other cmmtri(;s With):n ﬂ)(")
Tompire do not necessarily extend most favoured nation ’rr’eéﬁ'»
ment ta Tndian goods, and subject only to the Qonoral sﬁper-

(
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vision of the Secretary of State, the authorities in India
should be free to deal with each case as it arose. Apart from
the two limitations we have mentioned in the spheres of
finance and external relations, we contemplate that there
should be no outside interfercnce with India’s management
of her customs tariff, and we believe that a wide field will
be opened up within which Indian members of the Govern-
ment will be able to give cffect to India’s desires.

184. Discrimination against British b siness.—We have
referred in an carlier paragraph to ihe necessity of devising
eftective guarantees, avhich would secure British firms
and companies doing business in India against wun-
fair diseriminaticn. The apprehensions felt by the
PBritish business community arise chiefly in connee-
tion with the laws relating to joint stock companies
generally, and to insurance and banking eompanies in parti-
cular, the laws relating to merchant shippingsand inland navi-
gation, the policy which might be pursued in the development
of industries by means of bountics or direct State assist-
ance of other kinds, the position of public utility companies,
guch as railways, iramways and electric supply companies

“operating under licence or under contract with the Secretary
of State, and of the holders of mining leases granted by
Government, and the sceurity of those engaged in profes-
sicns and callings for which special qualifications are re-
quired, such as those of doctors, chariered accountants and
lawyers. The field covered is a wide one, and includgs many
subjects of first elass importance to India’s economic future.
‘We believe that if once agreement could be reached as to the
position of British enterprise in India, and i’ by that means
the apprehensions of the Huropean business community could
be removed, there is no reason why the control of policy
should not pass into Indian hands, and in that case the ocea-
sions for interference hy the representatives of Parliament
would be very infrequent. The problem is to devise means
by which Tndia’s reasonable aspirations can be satisfied with-
out injustice to those British trading interests which have
. contributed much to India’s past history, and which, we
believe, have a valuable part to play in Tndia’s future. The
quéstion is both important and difficult, for while we cannot
but sympathize with thé earnest desire of Indians to see their
countryen taking an increasing share in the commercial
and industrial life of the country, we must also take account
of the anxiety with which Furopean business men regard the
future after the transfer of power has taken place, and in so
far as this anviety may seem to be well founded, we are con-

- .cesned to pr. ide safeguards against injustice. We could

not in the space at our disposal attempt to discuss in anv

great detail the various subjects which would require consi-
. ‘ n
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deration before any settlement could be reached, nor indeed

i it necessary to do so for our present purpose. But it may

be useful if under the various heads we attempt to indicate

g:e apprehensions which are felt and the reasons underlying
em. ’

185. Qualifications for the practice of certain callings.—
Some of the subjects to which we have referred can be dis-
missed briefly. The qualifications required for the practice
of certain professions or callings may be mentioned first.
A chartered accountant, for example, may be qualified under
the cxisting law to practise his profession in India in virtue
of the British qualification which he possesses. It should
certainly be open to the legislature to preseribe what quali-
fications would be necessary for the future, and to require
that these qualifications should be the same for all candi-
dates of any nationality, but apprehensions are undoubhtedly
felt that the legislation might take a form, which would
deprive those qualified under the existing law of the privileges
which they enjoy. We do not think that on this point there
- will be any serious controversy, but legislation of the kind

‘apprehended would obviously be unjust.

186. Public utility undertakings.—Next in order it may
be convenient to take public utility undertakings, operating
under licences from Government or under contracts with the
Secretary of State, and the companies or firms holding mining
leases from Government. Ordinarily both the licences and
the conffacts give an option to Government to decide, at
fixed periods, whether the concession should be terminated,
and lay down the terms upon which, if the option is exercised,
the property of the company must be acquired. Similarly,
mining leases are granfted for fixed periods, at the end of
which they terminate, if not rencwed. Save in so far as
financial considerations may have an important bearing on
the decision whether to terminate a concession or not, we
see no reason for the exereise of any special powers of control
by the agents of Parliament, when the termination of a con-
cession at the appointed date is in question. But apprehen-
sions are in fact felt by the non-Indian companies, who have
received these concessions, that either the powers (other
than the power of termination) reserved to Government under
the licence or contract may be exercised to their detriment,
or that by legislation a concession may be terminated before
its due date, or alternatively that the terms of a concession
may be modified during its currency to the detriment of the
company. We entertain no doubt that power should be re-
served to sccure just and equitable treatment in this respeect
for firms and companies concerned, if the occasion for its
exercise should ever arise. '

»
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_ 187. Ordinary British commercial undertakings.—The
cases considered in the last two paragraphs are comparae
tively simple. When, however, we turn to consider the posi-
tion of the British companies which enter into competitive

‘business in India, competing on equal terms with Indian en-

terprise, the case is different and requires fuller considera-
tion. Such companies may be engaged in general trade, or
jndustrial produection, or may undertake more specialized
business such as banking or insurance. So far as the com-
panies engaged in industrial production are concerned, ap-
prehension has been aroused by the frequently expressed
demand for direct Indianization, to be secured by the im-
position of conditions as to the number of Indian directors,
and the facilities to be afforded for the training of Indian’
apprentices, or, in the casc of new companies, by requiring
that a proportion of the shares, sufficient to establish Indian
control, should be definitely reserved to Indian investors.
Sometimes it has been suggested that these conditions should
be enforced only when the company is engaged in a protected
industry, or when it is in receipt of bounties (or other direct
assistance) granted by the State in order to encourage the
development of industries, and sometimes that they should
be imposed upon all companies as a condition of engaging
in a particular manufacture or trade. The proposals made
as regards insurance and banking companies have been some-
what different. Direct Indianization has not been much in
evidence, and the line taken has been to advocate schemes
under which non-Indian companies would be allowed to
operate in India only under licence, or subject to special
restriction and conditions. Some of the proposals made may
be regarded as fair subjects for discussion on their merits,
provided that all companies, whether Indian or non-Indian,
are to be treated alike, but some advocates of proposals of this
kind have not attempted to conceal the fact that one of the
objects, which they had in view, was to promote the growth
of Tndian companies at the expense of British companies, and
for this purpose to impose restrictions on non-Indian com-
panies, which would not be applicable to Indian companies.
Other examples might be given, but we shall mention only
two. In Bengal there have been many expressions of feeling
against the British companies which operate the inland steam-
ship sersices. We are not concerned here with the merits of
the ecomplaints made, but the attitude of those who have bheen
prominent in the agitation makes it clear that their ultimate
objective is the transfer of the inland steamship services to
Tndian hands, and that, in their view, the powers of Govern-
mént and of the legislature ought to be freely used to achieve
that result. Finally, we may refer in a senfence to the agita-

tion on the subject of the reservation of the Indian coastal

- a2
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frequent, the friction generated would be intense aud the
parmonious working of the administration seriously preju-
diced. :

189. Necessity of doing justicegto both British and Indian

points of view.—If agreement 1s ever to be reaehed, full
justice must be done both to the British and the Indian

Yoints of view. The differences which have diselosed them-
P

selves relate not to aims but to methods. We do not believe
that the British community in India have any lack of sym-
pathy for Indian ambitions, or any desire to retard the deve-
lopment of Indian industry and commerce. But what has
aroused their fears is the tendency displayed in sertain
quarters to advocate measures designed to secure the rapid
development of Indian enterprises at the expense of the -
British conceins already established in the eountry. Pro-
pusals guch as we have deseribed in paragraph 187 cannot
but convey the impression to the British business comruunity
that, if commercial policy came to he administered in respon-
gibility to the Indian legislature, they would have no security
of equal {reatment, that they would be left to carry on their
business only on sufferance, and that indeed they might ex-
peet to be treated in all respects as foreigners. Such . a
position they may well feel, apart from any question of jus-
tice, is consistent neither with the part which the community
has played in the development of the conntry, nor with the
intimate relations which must continue to exist hetween
Great Britain and India. But if once they could be assured
ihat an Indian Government would treat fhem not as aliens
but as citizens, we do mnot doubt that they would play a
worthy part in the commereial life of the country, and that as
time went on their co-operation in furthering the attainment
of the objects which India desires would be fortheoming iu
inereasing measure.

From the Indian side, the objection may be raized
that, if the interests of British concerns are to be fully safe-
guarded, no roem is left for the development of Indian com-
merce and industry. Where feclings of this sort are in fact
entertained, we think they are largely due to a misconception.
For one thing they do much less than justice to the develop-
ments which have already taken place, particularly, to give only
one instance, in the cotton mill industry. Again, if the control
of the tariff is placed in the hands of the Indian legislature,
it will control the most powerful instrument which can be
used to promote industrial development. With certain ex-
ceplions, the principal British firms established in the country
are for the most part engaged in enterprises, such as the
jute mills and the tea gardens, which are not likely to eome

1 -
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pinion might be brought together, but it is not possible at
1is stage to go further. In our view, the matter is one }Vthh
squires full and frank discussion between those principally
yneerned, and we have no doubt it will receive close atten-
on at tne Round Table Conference. There are of course
lany points which would require consideration in detz_l.il,
nd it may not be possible for the Conference to exomine
rem fully, but if the prospects of agreement seemed good,
1y might suitably form the subject of further discussion
ither in India or in England. The essential pre-requisite
£ o satisfactory agreement seems to us to be the frank re-
pgnition on _either side of what the other can reasonably
laim. The British business community has played an im-
ortant part in the history of the country, it controls comer-
ial enterprises of the greatest magnitude, its elected repre-
cntatives sit, and will no doubt continue to sit, in the legisla-
1res, it can still make valuable contributions to the welfure and
rosperity of India, and its members may rightly expect that
hey should not be treated as foreigners. We have already
eferred to the intimate connection which must continue to
xist between Great Britain and India, and it seems to us
o follow that, subject always to India’s right to receive reei-
rocal treatment, citizens of any part of the Empire shounld
e allowed to enter India freely, to engage freely in any
rade, business, profession or calling, and when established
n India, to receive just treatment. From India’s side it
nay well be urged that she should be free to develop her own
ndustry and commerce by any means which do mnot infliet
njustice on any section of the community, and do mnot
nvolve the exclusion of British citizens from partici-
Jation in Tndia’s future development. A further claim might
so be put forward on her behalf. There are enterprises
vhich Indians regard as national, and which at present are
nainly or wholly in British hands. It would be idle to expect
hat they would be content for an indefinite period to remain
vithout their appropriate share in the conduect of these enter-
srises, and if the methods at first proposed in order to satis-
'y Indéan hopes must be ruled out because they involve iu-
justice, or are inconsistent with the position which Great
Britain bolds in India, Indians may fairly ask that the British
business community should co-operate in finding other
methods to bring about the desired result. :

Thé possibility of reaching an agreement on thése
Jifficult matters depends largely upon the spirit- in which
they are approached. Notwithstanding the unfortnuate
history of the last few months, we believe that there is suffi-
sient woodwill on botli sides to overcome the difliculties if
thev are frankly faced. The importance of reaching a ver-
manent seitlement of the guestion can hardly be exaggerated.
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More perhaps than any other single factor, it would help
to create harmonious relations between Great Britain am
India, on the strength of which we could look forward with
confidence to a future in which Indian and British enterprises

could work together on terms of mutual advantage and
respect.

RAILWAYS.

191. Administration of the Railway Department.—The
eommercial and industrial prosperity of any couniry is
largely dependent on the efficiency of its transport system,
and particalarly of its railways. In India the distances
are so great that low freights are essential to the growth of
industries, as well as to the welfare of the agriculturist, while
at the same time the railways are by far the largest pur-
chasers of manufactured articles in the country, and the rail-
way demand is a vital factor in the prosperity of the engi-
neering industry. In these circumstances it is natural that
those who desire freedom to develop Indian industry and
eommerce on national lines, should also put forward an in-
sistent demand in regard to the railways. In our view the
demand is one which should he met as tar as possible, and we
think that if in the future the control of commercial and in-
dustrial policy is to rest with the Indian legislature, the
general direction of railway poliey should be placed
in the same hands. .1f becomes mnecessary therefore to

consider both the limitations which, for the present, Parlia--

ment 1ight think fit to retain in order to safeguard those mat-
ters in whieh it is interested, and also the conditions nnder
which the control of policy could safely be transferred. The
latter point is one to which we attach great importance, for
while in all countries railway policy is a matter for Govern-
ment and the legislature to decide, it by no means follows that
the commercial management of railways can be wisely or

safely exercised by those whom the legislature (iireetly
controls.

192. Purposes for which Parliament must retain
control.—The purposes in which Parliament must, wé think
continue to be interested so far as the railways are concerned

{111 under the heads of Defence, Finance, the Services, and the
Anglo-Indian community. ’

Defence—Those who are responsible for the . defence.
and internal security of the country clearly cannot disinterest
themselves in the efficiency of the railways, for any serious
breakdown might have calamitous consequences in a evisig
It is not only the strategic lines on the frontier which are
in question. hut also the main trunk lines throughout InQia
and the military authorities are entitled to assurances both

»
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EXTERNAL AFFAIRS.
197. In the immediately preceding sections we have been

concerned to develop our suggestions for the general structure
of g()vermnent at the centre, accordmg as they have appl_ic.:’t-
tion to particular departments. We now turn to India’s
external relations in which several departments are concerned.
The problems which arise have not fallen within the scope
of the proposals of the Indian Statutory Commission, perhaps
heeause no definite constitutional provisions appeared to be
required in the structure which they contemplate. But the
demand of Indian opinion, which we have described as
directed to obtain self-government at home and national
recognition abroad, leads us to consider to what extent the
sentral executive which we contemplate might be concerned
with the external relations of India with the other parts of
the Hmpire and with toreign countries.

The existing position has been deseribed in the memo-
randum which we submitted to the Indian Statutory Commis-
sion on the status and position of India in the British Empire
and in the India Office memorandum on the international
gtatus of India. It 1s beyond donbt that there has so far
been no delegation of authority to the Government of India
in regard to external matters. As regards commereial agree-
ments with foreign countries she has not the power which the
Dominions have to enter into direct negotiations. 'The Gov-
arnment of India Act restricts the power of the Governor
General in Couneil to make political treaties and torbids the
Indian legislature, without the previous’ sanction of the
Governor General, to legislate regarding the relations of Gov-
ernment with foreign Princes or States. We do not contem-
plate that in present circumstances the Government of India
oould have a decisive concern with those foreign rela-
tions which closely overlie the right to make war and peace.
On first class questions of foreign and Imperial poliey
independent  action by Tndia is net vet within the realm
of practical polities. Tndia is indeed more continuously and
practically concerned with foreign policy particularly in the
Middle East than any of the self-governing Dominions. But
whatever may be the degree of consultation with the Govern-
ment of India, and whatever the ageney functions which that
Government may perform, the decisions must still remain

with His Majesty’s Government. Nevertheless, there is a
large range of extornal relations which may conveniently be so
classed in distinetion from foreign affairs, and in which we
sec scope for an increasing recognition of the individuality
of India among the nations of the world, It may  well he
fhat if the purposes of Parliament are defined, as we propose,
the Government of India may enjoy considerable liberty in
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’ ultimate form of the. .constltutlon cannot
bgt nll)zdz.ettjg}ée or even be predicted with confidence. We
ieed not therefore, on merely theoretical grounds radically
disturb a’,rrangements which have in the past proved satis-

| ; ‘ ; e . 5 *
factory. ‘¢ It is, nevertheless ', as the Commission observe,

+¢ jmportant, to devise the immediate structure in such a
way as to avoid placing any unnecessary obstacles in
the way ol any natural future developments »’. Con-
siderations of that nature, we presume, led the Commission
to leave intact, save for a few matters of detail, the
existing distribution of legislative and administrative

"authority, and to maintain,t as we understand them to intend,

the present practice of deciding such questions by rule.
We presume also that the Commission do not accept the
proposal that ¢ residuary funetions *’ should be provincial.
In our view it is not improbable that the ultimate solution
of the problem of jurisdictions may be the provincialization
of residuary functions, but we do not feel sure that the
conditions are yet prepared for a decision of this very.
important point in the future federal constitution of India.
Two local Governments have advocated that residuary
powers should rest with the provinces and not with the
centre, and apparently contemplate that a final and rigid
classification of that nature should be made. One of our
number wonld prefer to put that arrangement in a some-
what more elastic form, making statutory provision that
any matter which is not already specified under the existing
rules, should be assumed to fall within the jurisdiction of
the local Government, and that in case it is claimed to be

_within the jurisdiction of the central Government, the

matter should be decided by the Governor General. It is
felt that, in view of the grant of autonomy to provinces
and the desire to let provinces develop on autonomous
and federal lines, this is the natural course to adopt.
It does not in any way commit the centre to any parti-

eular constitution in future, while it enables the central

Government to bring the matter within its own jurisdiction
if it really finds it necessary to do so. Others, however, feel
ihat so grave a decision cannot be taken at omce. . In their
view it would be premature to entrust to local Governments,
now to be equipped with untried machinery, all functions of
goverpment other than those specifically assigned to the
central Government. Such a decision could be taken only on
theoretical grounds and might have inconvenient con-
sequences. It might, for instance, be argued that, if the
functions, of the centpal Government alone were exhaustively

*Volume II, para. 180. t¥olume II, para. 140.
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prescribed, the onus of proving that any action taken was
antra vires would rest on it alone. Such a position might
derogate from the vigour of ceniral administration, and
might have the effect of impairing the liberty of the
Governor General to be the interpreter of this portion of
the constiturion. It seems probable that a scheme of ex-
elusive jurisdictions counld not be worked until the infer-
pretation of the constitution is entrusted almost entirely
to judicial authority, and for that development, other
objections apart, conditions are far from ripe. The question
is at present largely one of status which may await decision
till the new responsible Governments in provinces have proved
themselves. So far as it is a matter of efficiency of govern-
ment, the present classification appears to us, as it appeared
to the Commission, to be generally satisfactory, and we
hesitate to decide now that functions, which Government in
future may have to assume but cannot at present foresee,
should be provineial. We prefer to maintain the freedom
which the Devolution rules now afford, to extend the provinciat
field as new activities of government develop rather than to
be driven to devise means of assuming these activities to
the central Government, as occasion later may arise, from
among undefined jurisdictions allotted on general grounds to
provinces.

Holding thesc views, we are in general agreement with
what we take to be the recommendation of the Commission
that the classification of subjects should continue to” be
regulated by rule.  We recognize that® ¢¢ changes in the rules
may be neecessary from time to time’’, and we sce in that

necessity good ground for avoiding the vigidity of statutory
enactment.

199. Legislative jurisdictions.—l.cgislative jurisdictions
must indeed rest on enactment, but we share the strong desire
of the Commissiont ‘“ to see maintained the provisions of
the existing Act ’*. These provisions establish a certain con-
currence of jurisdictions, kept apart by a necessity imposed
on both central and provincial authorities of obtaining the
previous sanction of the Governor General, before the classi-
fication of subjects made by rule is transgressed. In effect,
they protect legislation, provincial or central, from undue
- challenge of its validity, but provide for sclection “of* the
forum in which proposals may be debated and enacted. The
Commission find these provisions to bhe ¢‘ ingenious and
effective ””. We bhelieve them to he well-suited to the condi-
tions of the country, and to have proved gencrally acceptable.,

*Volume I1, para. 180. t¥olume 11, para. 96.
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It is, however, possible to attack them on the grounds that the
classification of subjects rvequires revision, and that the
machinery of previous sanction is capable of improvement.
Iu the first regard, the Commission reject* ‘¢ any alteration
of the law which would restriet the range of the legislative
power of the centre ’. They ook rather to a freer use of
the Governor General’s power to permit provineial legisla-
tures to undertake legislation on subjects technically central,
and to a self-denying practice whereby the central legislature
would make its enactments on such matters as social and
religious customs adoptive or enabling. We think that these
are lines which practice may be expected and should be
encouraged to pursue. But we observe that two local Govern-
ments would make more rigid provision. The Govern-
ment of Madrast would remove it from the power of the
central legislature to legislate for matters which concern one
province alone. The suggestion does not, so far as we are
aware, proceed on any ground of complaint in the past, and
we are reluctant to introduce into an already intricate
system complications which necessity does not require. There
is much in the suggestion as made which we could not accept.
We could not accept it as a denial to the central legislature
of a right to legislate on its own subjects of administration,
if necessary, province by province, or, for instance,
for individual ports or universitics. Nor could we at once
agree that certain provineial subjects should not be ¢ subject
to legislation by the Indian legislature '’ as they are at
present. But if the Government of Madras desire that the
central legislature should not legislate for provineial subjects,
whose administration has no extra-provincial effects, we
would expect that the result of such a provision would be
little different from that produced by the present provisions

for previous sanction to central legislation.

The suggestion of the Government of the United Pro-
vinees is of the nature of a check to be operated at pleasure
by the local legislature. Tt is proposecd that the local legisla-
ture. should be empowered to require the central legislature
to give to its legislation, affecting social and religious usages,
an enabling form. Tt would be for the Governor General to
decide when sueh a power beeame  overative, bv deelaring
whethex the proposed legislation actually affected 3MBial and
religious usages or not. We are in sympathy, as were the Com-
mission, with the desire that amendments of social and
religious usage should be left increasingly to local legislatures.
But we would notereadily agree that all amendmen's

L]
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co-operation between local Governments and on co-ordina-
tion by the central agency. But the Criminal Intelligence

_ Department organization must be part of ths regular
police administration of the province, as the Government of
Bengal point out, and little practical value would attach to &
power to impose control over only one branch of a unified
machinery of police administration. The recommendation of
the Commission, however, is in effeet permissive, and we are
prepared to aceept it on that basis.

In earlier paragraphs of this despatch we have dealt in
detail with the proposals of the Indian Statutory Commission
regarding provincial finance. These matters also we have
_considered in the light of the prineiples of classification which
we have just described. We "would continue the exist-
ing practice by which financial authority is distributed
by statutory rule, and we would retain residuary powers of
taxation at the centre. These appear to us to be wise
accompaniments of the entirely novel arrangements proposed
by the Commission.

901. Control.-—Turning to the questions of control, we

; find ourselves in complete accord with the recommendation

! of the Commission that Governors in the use of their special

and emergency powers should be supervised by the Governor

General and not by the Governor General in Council. These

-powers are exercised in responsibility to Parliament, and

“control of them eannot appropriately be exercised through an

authority in close relations with a popular central legislature.

Tt is on that ground rather than on any ground of the ultimate

i form of federation that we would employ only parliamentary
! channels of control over Governors.

3 ‘We approach the Commission’s, recommendations*® reiat-
| ing to ¢ the normal powers of the centre over the provincial
! Qovernments >’ from the points of view of the scope of these
| powers and the manncr of their exercise. The first of the
. eight categories framed by the Commission seems to us to
be inevitable not only because central administration is vital,
but also because a central Government without self-gufficient
central agencies, must be in a position to secure necessary

\ action in provinces. The provision has indeed the sanction
\ of usage, and is not objected to by any provincial (rovern-

' ment. The second category is drawn in wider lancuace than
‘\ the corresponding category in Devolution rule 49. The Gov-
ernment of Madras object to it on the ground that it gives
the central Government too wide a measure of control. They
would maintain the existing rule which provides onlv for
in.ter-provincial disputes. The Government of the Tnited

o~ #YVolume 1T, para. 182.
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to coniemplate. The phrase* ¢ safeguarding of .Imperial
interests ”’ does not appear 10 us to be entirely free from
obseurity, but we feel no doubt of the need for some such
provision giving powers to the agents of Parliament.

The seventh and eighth categories appear to us to be
more suitable for classification as central subjects than for
expression as powers of control. If they were so classified
the requisite power of control would flow from the first.
category. We recognize, however, that difficult questions
arise, as they have arisen elsewhere, for instance in Canada,
regarding the participation of provinces in (_1e01smns reacbed
by the Government of India in external affairs. The subject
is a difficult one, and its solution will probably be found
throngh the operation of practice and convention. But
whatever procedure may be approved for reaching decisions,
and we recognize to the full the desirability of previous con-
gultation with provinees, it is clear that the final authority
must vest with the central Government, in whom must also
reside power to make the decision effective.

We conceive of these powers being exercised, as central
control is at present normally exercised, by way of consulta-
tion, advice and even remonstrance. If, however, the Gov-
ernment of India were unable by these methods to get its
way, we would not coufer upon it a further mandatory power,
but wonld expect it to advise the Governor General to act in
relations with the Governor. The chain of authority would
be the Governor General’s powers of supervision over the
Governor, and the Governor’s overriding powers over his,
Cabinet. The machinery of control which we have deseribed
seems to us to reconcile the claims of central and of provin-
cial authority most conveniently. On the one hand, we do
not desire to exclude the Assembly from diseussion of
matters which fall within the proper scope of the central
executive. On the other, we see objection to placing a
Governor or his ministers in the position of receiving orders
from an executive in relations with the Assembly. In
practice the mnecessity of obtaining the decision of the
Governor General, before it can be held that provineial action
affects the interests of some other part of India, will be an
additional security that the provincial field is not unduly
invaded By the powers of supervision. )

902. Co-operation and co-ordination.—The recommenda-
tions, of the Commission for co-operation between central and
provineial Governments and for co-ordination of nation-
buikling services do not, except in one other respect, involve

* Volume II, para. 182.
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» upon which depend the organiza-

tion ard Jdirecti
'd dirveetion of the oe .
. general a i ;
the maintenance of law and order (jhrll]‘lﬁle1 S(t)ratwe.a System und
?:Clth that these two services should remai(ﬁnmlssmn L
O0lInY, ¢ . eyt C [; A3
p \{ .m‘b, and that recruitment for them should {)n an all-Irdia
ceretary of State. The majority of tiie 1 10Gmade by the
are ver i i AN ocal Grov '
within %’h‘ei(i;})%%‘ﬂy mn favour of this recomme(ndatiz)gn'z}rrengi
Selros have et ancant S there are dissentient views 2We°§€r
s have no hesitation in supporti T -
Commissi supporting the proposa
ment c:;iont f It has heen objected that a prﬁdn&al %}ggetr}rlf
i ]()vno" qlo.f .eel unhampered in the exercise of its authority
termsbaclfdj lhl: nO‘Iﬂfreor’m ]recnut all its serviees on its O\X:Il’
ave the fnal voicel . ’ '
e { e 1 controlling t}
anom v a4 . 1em.
recooﬁ}'\ 1111'}’} he admitted, hat it must ai {he :‘lmo tim :Fge
7ZCU T QO » e . : N e g >
tion b(»féf;blgg\ilt‘leﬂdoumle visks will be faken if the di(r c‘3
r of policy i all provine . the diree-
popular Governm N ts p ovineial _S}l]),locts is transferved to
ing changes are ents, and that, it simultancously far-reach
task it is to myl-rxl']“(()]tft o 11_}10 administrative machine whose
+ Ve 4 . . . 3 3 hol i
system may start un ]\,m ey, there is danger that the new
to keep the ‘1(1(rlninisf( (‘11‘ ' ?‘OHOHS handicap. Tt is necessary
) i strative foundations son FTa
dations sound, while the new

S
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constitution 1s facing the difficulties which are likely to con-
front it al the start. \‘Vhether, after these have been sur-
mounted, it will be desirable to continue the reclfultment of
the security services on the present basis 1s a question depend-
jng on conditions which cannot at present be forescen.

-Many of those who advocate the discontinnance of the
present form of 1 ecrnitment have no desire to destroy ihe
existing organization. They recognize the Yalue of the \yqu
the services may be expected to perform dnrmg the transition
period, and would be prepared to face the temporary

officers, who can look outside the
province for the ultimate protection of their interests.
But there is a large volume of opinion which argues that the
existing body of officers, retaining their existing privileges
and safeguards, will be sufficient to tide over the period while
the new constitution is establishing itself, and that by the time
they disappear their services will no longer be required. We
think that those who hold these views do not take full account
of the probable results of stopping recruitment. We believe
that, as soon as it was announced that recruitment was
stopped and that_the all-Tndia services as a whole were in
effect being closed down, the existing numbers would dwindle
far more rapidly than is desired. Nor would it be easy, if
necessity arose, to resume recruitment with success after an
interval, which would have hroken the old connections and
traditions. The discontinuance of recruitment would in effect
amount to taking a final decision at a time when the condi-
tions of the future are still unknown. For these reasons we
hold that it is essential to continue recruitment to these ser-
vices on the existing basis. '

904. The same.—Recruitment by the Secretary of State.—
It is generally agreed that a decision to continue recruitment
for the security services involves the continuance of their
recruitment by the Seerctary of State. The justification for
maintaining these serviees is that they furnish officers of a
high standard {o deal with matters, the efficient handling of
which is a primary interest of the country. Tt is of the
essence of the case that the services should be able to atiract
the best material available. As the Statutory Commission
point out, an all-Tndia service has a muech wider field of
-choice than any provincial service, and the status and
traditions atiaching to it attract the best class of Indian
candidates, while there can bé no doubt that withont the
security which is afforded by the protection of the See-
retary of State, British candidates of the present
standard could not be obtained. Tt has indeed keen sug-
egested by the mdjority of the Bombay Government that,
while these two services should be retained on an all-Tndia
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basis, they should be vecruited not by the Secretary of
State but through the central Public Service Cominission,
and that they should look for protection to the Government
of India. Somewhat similar ideas are expressed in other
quarters. We fear that thig compromise does not really meet
the difficulties that are felt on eithoy side. On the one hand
British candidates, have for g long time attached great
ymportance to the protection of the Secretary of State, the
value of which has been proved by expericnce. The Govern-

ment of India is for them a distant body, whose general atti-
tude to the questions that

protection will not give them ti

! 1€ same sense of assurance as
they derive from t

he protection of the Secretary of State.
On the other hand, so long as the services remain on an all-
India basis and their pay and conditions are settled by a
central authority, whether it be the Government of India or
the Seeretary of State, the objection that local Governments
would be hampered in the exereise of their authority is not re-
moved. We do not consider that any intermediate position
between veeruituenti by the Secretary of State and provin-
cialization is likely to prove satisfactory and, as we hold that
the time has not come for provineialization, we have no hesi-
tation in sapporting the proposal that recruitment should be
continued on an all-Tndia basis by the Secretary of State and
under the guavantee of his protection.

200. The same.—Rates of-Indianization.
ernments agree that, if the security services

an all-India basis, the existing rates of Tn
were fixed on the recommend

—All local Gov-
are to continue on
dianization, which
ation of the Lee Commission,
should be maintdained. These rates are caleulated to produce

an equality between the nnmbers of Kuropeans and Indians in
the Indian Civil Service by 1939 and in the Indian Police
Service by 1949. We propose no change in these rates of
Indianization, which are indeed as rapid as appear to us to be

consistent with the retention of the character and traditions of
the two services.

200 The same.—Future reconsideration.—We have indi-
cated above our view that the continuance of re-
critment  for  these  two  services musi not be talken
as implving an intention that they should bhe retained
indefinitely. A iocal (fovernments are agreed  tnat
the matter <hould affer some period be reconsidered
in the et of conditions then existing. Thete *is a
considerable varicly in the suggestions made as to the period
after which recousideration should take place. The Punjab
Government have suggested the vear 1949, when the process
of bringing the number of Furopeans =«

Squality in the Indian Police Servieo will have been com-

may affect them is unknown. Its

and Indians to  an.
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issa suggest 1939
The Government of Bihar and 211§§;n88§7%f§erviu ;
p}(:teq. - in which a similar process 1n %19 trrlal B o
e yeai‘ -¢ been accomplished. The Cen Tl B whon
Zﬁﬁg}zinthx:west that reconsid((aix:atm%ns}::éh dake Dl o
ity of I and Indians ! se; een
Nhyenis U%Euggﬁ%inirhether at this stage 11t 15{ vngc;eistse;g o
{S?Shf %eﬁni‘fe decision on tl%}e1 pOII‘l:)iC,) O};?ir(;c;lcsuca:)x;l gen?;plated s
] s & R ’ . v hen o p . :
t]o u}s me&f;lrﬁ?sgil(ilt, h“z;ve been attained, the future of cach
he Lee € ] ]
Eésvi:}e must be fully reviewed.

. e as h
207, The Tndian Forest Service and e g0l Tty
qf ihe. Indl%ﬂ'«ws‘iﬁyl:gyofieﬁﬁe conclusion as to vl;/'heth}gl\‘;a ;135;
;i(gll :jii(');(l)xinﬁént‘ <hould continue f(;lx('i tfl(l)er {}1‘11(;1%3 (111(;:]11 brauch
¢ the Tndi i gineers a
gf fhe Indi\?élngelc;‘fmt‘ilg fp]?'f)l\?incial Goyerm@:r;gs S(I)lagl ui?f(;ﬁll:
Serviee. N : al Gover S
mended {18 }clou;rs;a ’olzggnz}eleo(fjothe w01:k_ these tw? s,erv.lc?:
Pressed by t Ehe I%elt the matter required further exa.mimns
perforp that ynments have again expressed their opin (t)he
tion. LOC?I GOVGIf" the considerations brought out in ihe
in  the hght't}? Commission. They are, however, sti
repox_'t o hat tﬁere is no necessity to con'gmue recrujltlm&rll;
unanimons sr Service on an all-Tndia b_asm, and, wit lb
for the Fo?ﬂ;e Governments, of the Punjab ar}d of Bq1tn ag{;
exceptlonGO ernment recommends that all-India _rel(l:ruinr(rjlgan
s localb ggntinued for the Irrigation branch.of. the e
ghou!ge oef Engineers. In two provinces recruitment for the
ervi

Tndian Forest Service has already been terminated as the
.Indi S

ission’s recommendations, and im-
result of t}tlliegsgrl? ?)Ifn?;lls SForest Department is, we do 110‘;
portant o, sufficient justification for continning rocrmttmen
fee! thefeciﬁqn Forest Service in the other provinces, contrary
o Al o 1;nmendations of the local Governments. It Ycan
o th}e 1;%? very special reasons, such as those which apply t(%
o e curity services, that recruitment by the Se(}retarydo ;
tS}Ettgv gaflebe justified for sergices .WhlchtwﬂIlhb(?c }\lxgor(;lr(lgég (;lfntﬁ;

ous provincial Government. as

??riigigg? zlervic}a) the considerations are perhaps more evenly

bfllsfnced. The revenue derived from the great irrigation

. . ; : ocneial
i rtain provimees 1s a V:ltal element In provin :
%Vr?:ggelgnc(f the irIr)igation system is (()ine Oft thf chlgf f(')(%un%alte
ions © the economic prosperity and conten men_
tlonsleOf ;tlbl?e official members of the Punjab Government go
peOfp as to say that the efficiency and initiative of the irriga-
;‘[39 al(;ﬁiéer is a factor for internal stability, praet}cally %I:l 2
pll(:;le with that of the officer in the security services. is

casy to understand the anxiety expressefi by the majority
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of the Punjab Government on the reserved side to retain
what they regard as an insurance against deterioration in a
service of such vital importance to the prosperity and
economic life of the province. The recommendation of the
Bombay Government ‘is also doubtless due to the fact that
the whole future of Sind depends on the success of the Sukkur
Barrage ivvigation scheme, i whicl, moreover, a huge eapital
sum - has been sunk. - It would be rash lightly to disregard
the views of the loeal Governments, in g matter of gsuch
fundamental concern to  them, At the same time, we are
anxions that reeruitment should not he continued under the
gnarantee of the Secretary of

is beyond all reasonable doubt. Tn all

the Punjab aund Bombay, local Governments  ave pre-
pared to take the risk of dispensing with recruitment for this
serviee on an all-Tndia basis, and we accept thelr  views.
We have not heen able to veach a final conelusion in regard
to the Punjah and Bombay. There would be obvious advant-
ages, we think, if it were possible to retain an all-Tndia ser-
viee for dealing with the great schemes of irrigation of the
Indus valley, particularly as  they  affeet  two different
local administrations. Oy the other hand, due weight must
be attached to public opinion, and it would seem, from the
views recorded by the Revenue Member and the Minister for
local self-government in the . Punjab, that there is definite
opposition to the continuance on existing lines of recruitment
for the Trrigation service in the Punjab. If it were decided
that recrvitment should be maintained on an all-Tndig basis
for the Punjal and Bombay, it would he for further con-
sideration whether this reeruitment should be carried ont by
the Sceretary of State, as recommended by the Punjabh Gov-
ernment, or hy the Public Service Commission, on behalf of
the Government of Tndia, as recommended by the Government

of Bombay. Whatever may be the decision in regard to the
Punjah and Bombay, we are agreed that in other provinces
recrui{ment hv the Secretary of State for the Irrigation
branch of the Indian Service of Engineers should not be comn-
tinued after the introduetion of the new counstitution.

provinces, except

208. The central services.—The Statutory Commission
have made no reference to the position of the central ser-
vices, which work under the Government of India. TFor the
most part the control of these services has been wested by
the recent eivil servieos (elassification. contro] and appeal)
riles in the Qovernment of India, But the Sceretary of
State in Couneil is still responsible for the recruitment and
control of the Tndian Politieal Department, the Tndian
Eeclesiastical Establishment, persong appointed outside Tndia

to the superior telegraph engineering and  wireless

-

'branches of the India

State unless the need for it:
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artment amd
Telegraphs Dep 4
n Posts gl}d os%s hich are paid from
) ivilian officers holding fficers appointed outside
a few cC1¥ tes. He also reeruits o o controls the com-
e CSt‘gFea sul.Jefi(’r railway Seivuligi,lg’s commission on the
Indwm_to1 fow officers holding t xed the Royal Indian Marine,
parativey f the regular aymy anc tie srvices. We assume
active list o loyed 1n certain c‘entral Sc‘thqt there should be
who ?ﬁ‘e Setm tl?lt(')ry Commission 1ntejun(_ied lé(; o view, except
that the Sta respects. That is a ineer-
3 ’ : : enginee
no change tc};'(ilbi?men‘? for the superior t%%%i:p}}m 1° Tele-
i ar as re : jan ans o
i f?ll c}isreloss branches of the ]ndl%lre do ot think it is
mng ain gepartment is concenfle%.t o Should continue in
graphs th he Seeretary o a : wvice. Tts
: at the i t for this service.
necessary British recruitmen . ! 1 on
Ty on DIS i t likely to exceed O
future to carry B Lo ‘eeruifs are no 1 y b
‘s s ritish reeruits . mav even be
cadre 1s bmdlll-le in two vears and the nun;lbel(};r‘lreznment of
the average ﬁave no reason to doubt that tf ethe ey of
less, anc, le, without the assistance o e 1o
India will be able, | itish reeruits in the nu
I/z te. to obtain suitable British r
State, k _ .
ir i13 ice.—It is common
s feguards and conditions of servgcfz(.m as to future
e ?la ?’ whatever may be the dems&icers at present
rou&?menltaof the all-India seerCGSa]tﬁ)e r(()am‘lin and should
recr ; be encouragea allt,
; STV should be e g 4 prospects.
in these services SROW B i safoeuards and P
nt in all their existing rights, Sateg " -ations on the Coun-
i ¢plain later in our obsery : les
Further, as we expi hanges in the statutory 1
il of Inéii‘l we recommend thzi;c e andne ‘in onsultation with &
ClL oy 3 X hould be ma S { . t
i rvices SO i One importan
affecting the se rvice experience. a
ich represents se eX the all-India
bOdty ‘;’r}ll lflllle x'eltention of the fzx1s‘r1n+‘g -Omf:;tsugg rotirement.
factar A e donbtedly fhe right of pre  retirement.
g@Ivices 18 G 0 A ‘ qqed bV all Oﬁ‘lC(’rS in th Bl
This right is at present poss;.t» recruits of Asiatic domicile.
s o o Tece Tats ALl .
vices, except the mor Jer existing orders, the option to retire
Generally speaking, nnder exi: {i \ths after the transfer
1 :tends only for twelve mon Al
prematurely ejKtend kbv the Commission has taken plape. ot
of power ProD e aa with the Statutory Commission tha
local Governments agree ‘tvirém’eﬁt ol be continued, with-
the right of premature re fficer who might under the present
out limit of time, to any O"hzlcominw into foreo of {he new
rules have so retired on 1 douht that the extension of this
constitution. Wef.hz;ve nymqn e ahaice 1o prescated
. e . £ i AY » .
privilege is essential e vions wisk that a large
at a particular T)?me% e ;1,\‘70“‘1,(1( decide to retire. The ex-
' aluable officers w ors
mm.lber O(f;fV(the( past has demonstrated clear%.v til_&;z n?glcf e
perience o Iv ‘hile the option of re
0 remain w
are more likely to, ‘
kept open. . that those, who are vecruited
, The Comm:iSSHg.n TOC(f)'n;Eleerrll(lw constitution, should enjoy
i uction o
after the intro
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the same rights, privileges and s ¢ ‘
recruited bef(n:e the chanZ’e, except ifleggsa;(i; 0t('lsthem?r[}l1berS
premature retirement. They do not consider it i B POf
able that' t.hose who enter the serviees with full kn SlI:(elahonz
the condl-tmn:s' should be granted thig right. 1In 1(')iw ; ige o
accept this view, but, in agrecment with more thgn nc1pi3 ol
Government, we regard the matter as one that (')Illle o
to be decided in accordance with {he practic(‘l Wl v
tions of fact. If satisfactory recruits can ab g()lﬁldpm-
without the grant of this privilege, there ig noef o med
it should bq granted_. But we do not think it wou?gsgn W_hy
to run the risk of 10s1qg the recruits required for the 11e1w1§e
Servxpes, nmierely on this<point of principle. It does o f Illldm
that_lt would be necessary to extend to new recno'tt e
precise scheme \.vhlch 1s, open to existing memb e ot the
services. We think that the suggestion made b ‘fﬁs o e
Provmces) Govgrnment that rights of retiremeg’t sﬁ Ulndlt%d
offered after fixed periods of service, the earliest mf1 h
periods be.mg twelve years, might well be consideredoshsuig
the necessity for making this eoncession arise, PROR

210. Security of pensions, family pensions angd provid
funds.—The replies of local Governments indicate ma -lgn:};
uneasiness among mempers of the all-Tndia services in T 1' 0
to their pensions, family pensions and providené %un 11:ega1 .
these questions we endorse the recommendation* (bc.l On
the Indian Statutory Commission. They point ont tmhgt %chby
are not proposing any change which would bring peusi et
Into jeopardy, but, following the Lec Commission, th .1 oons
¥nend .that, if any statutory chanee is ;n.]d’ N <i,V1ee<? -
involving the transfer of the ﬁnanci‘;l control(inbth‘l‘erqeaiter
now exercised by the Sceretary of State in Couneil I‘S regard
provision should at the same time be made %ol;n(flf’ adequate
service pensions. We assume that their recommi;kdegtl']ardmg
intended to include family pensions anq provid1 ?%lon Wy
;l)h)s‘ 1?1a tmattel' to which we attach ereat impol.tagge lf:lndsé

ust that an assuranee is poi i Lo il W
Majesty’s Government, arcl)(rll tt}}:zlt?c 11113011;1;2 “1;11 fbe s ven l?y His
restate with reference to present condﬂiois Oiu m’z possible i
plicit as may be, the prineiples set forth i, n terms as ex-
11%122 I\/IOIntzﬁ‘u s despateh No. 5-Publie, dated tl};a(;tf?fﬁ. 1;1‘1 ?f
the questk}bn whether it is f)r‘zxgi?<t atpers of the Rervices,
assurance by measures whi - s
seeurity to the servicos, ‘;lllll(%hwglz}régggea tg‘l'eater sense of
separately on this subject at an carly date ° address you

*Volume IT, para. 332.
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911. Other recommendations.—We accept in principle the
proposals of the Commission in rggqrd to t{le establishment
of provineial Public Service Commissions. There are certain
other matters of less importance on which we shall address

you separately.
RELATIONS WITH THE STATES.

912. The federation of all-India a distant ideal.—The
relations which should obtain between British India and
the Indian States raise difficult questions immediate and
remote. both of which have been discussed* by the Coinmis-
gion. We readily accept the ideal of an ultimate federation
of all-India, and agree with the Commission that- the
Indian States and the provinces of British India preserve
remarkable cultural affinities, and are slowly working ont a
common destiny. We recognize the geographical, economic
and political unity of British India and the States, hut we
ghare the repugnance of the Commission to pronounce dog-
matic conclusions. The ideal which has received general
aceeptance, and which we also accept, ist ‘‘ some sort of
federal arrangement ”’. Deep-seated difficulties arise from
the heterogeneity of the units to be federally associated, and

_from the wide range of matters to be made subject to control

from a common centre. The Commission remark that ulti-
mate federation eannot follow any kmown pattern. and
we doubt whether any advantage is to be derived from
attempting now to sketech the ultimate form of future
political association between British India and the States.

Federation might possibly be evolved on some such lines
as have been followed in the Dominions or in federal countries
elesewhere, but we refrain at this stage from following the
Commission into an examination of the methods by which the
end might be reached. The example of (anada has appealed
to them, but the Commission go no further than to say that
individual adhesion is a possible method of approach, We
are ourselves by no means clear that adhesion to the legisla-
ture of British India holds out greater promise than the ex-
pansion and development of the Council for Greater India,
and we hesitate to assume that the relations existing between
the provinees of British India and the centre will not neces-

. sitate a permanent central legislature for British India, deal-

Ing with matters which are of concern to British India alone,
and to which the States could not appropriately he adwmitted.
We think that the way should he left open for the continued
exisfence, If necessary, of the British India legislature for
British India purposes, and for the possible creation of an

5 *Volume IT, Part VII.
+Volume IT, para. 228,
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a}l—India legislature in which bofh the
vinces would be represented.

In short, the time has not vet co choi

made. A federation of all-India?r is stilnieafgli'sgagl (.)éce 1t° be
%h% form which it will take cannot now be decided 1"1\‘6}? > fmd

efore us at this stage is to assist in arranging the e fhlt_y
nai ly setting and in removing obstacles from a s%;ill ungc)lfedlcrim-
g)ta 1. W ithont indulging in remote speculation, v hivk
it more profitab:e and necessary to examine the e T e ik
posals which the Commission make for immediateogggi‘i)tg pro-

213. Paramountcy.—W
. L —We have already inti i
; ; vy int
courge of our examination of the structur)g O%m?ﬁleéi ’('lelllltt"l]?
> ’
iitemét’lve,_our acceptance of the Commission’s sugeestio ﬂ;a
xercise of paramouuntey should no longer boa fuﬁcﬁ(‘}fl

of the Government of India. W i
O rstion rament of Tach . € propose now to discuss the

States and the pro-

At the outset we accept i i
‘ pt the important distineti
by the Statutory Commission between the exlsg?s;lglfl mat.ie
Egtﬁltgg on ttthe 011ehhei]nd and, on the other, the normal Fl‘i:}l‘\%[-
1 matters which are of common concern t tes
and to British India. It is only i Fthe formos pyes
tish . v 1 respect of the f
g}tlf?t ﬁgrrrilglrlsswil drecqallmend that the Viceroy ;)}f(l)lllﬁg th}?ﬁ
c vested with the functions now exercised
I(;‘r(?t\;ﬁflrémlgg‘;eof l];rlﬁlzb;' a?d ft}tl}ei Princes themselves az%; g;g
. ject o e proposed transfer i
change hut to perpetuate the i responsibtins
' ¥ present location of r ibili
with the agents of the Crown, and th T it
from the anticipated inerea 08 the resmanei e s partly
rom the anticipate ase of the responsihility or -
?[lr\lz(\i’inq(r?sle(gi ;{};{3 G—overgor General in Couneil toythc- 11?:3‘310;]1'1
2 slature, and partly from the f ‘tion
the ideal of a federated India, TR
: a feder: a. Whatever 1
tlonnvl. arguments might he advanced to the c?ogg;?t}r;):yegtlﬁlztltgl-
{)}Il'aoitlccj essential that the obligations of the Crowh’to “s (;11
e rtldu}ln States §h0uld continue to be discharged thro ‘:r(}llr :
?_gen whom tl}e Crown is able fully to control. At thgbs'ugg
iune, {;Sb‘ghe Commission point out, it is in the last de:rrpe
fmdpro able tl.lat. the States would ever assent to the idea ?)f’a
c?) elrial 1as_socmtlon, whose democratieally controlled executi
o 111 de sz tq exercise rights of paraﬁountcv ovéi’e(’zcl}ll:gle
lves.  Any invasions or limitations of the : ot
}h% _btag;es {llllst come not from the Governiﬁélr}ltto(%orﬁ?t'olf
nh ia, but irom_th_e representative of the British Cr rl 1?:
whom alone the Princes admit allegiance. k v 0

We have anxiously consid

SL) sicdlered .
defined above could be achieved hy anv;heglee;nzhf Ob,ziect as
than those advocated by the Tndian States Cic e b

the Statutory Commission. ommittee and

Our opinion that there is no

o
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satisfactory alternative s not entirely nnanimous. One of
us holds the view that the arrangement, under which the
exercise of paramountey 1s constitutionally vested in the
Governor General in Council, should not be disturbed, except
to the extent of providing that those members of the Governor
General’s Council, who may in futare be responsible to the
central legislature, should be specifically debarred from
participation in the disposal of such business. In other
words he considers that, in the event of the introduction of
dyarchy into the central Government, all matters relating to
paramountey - should be classified as ¢reserved’. Tf,
however, the central Government is to be unitary, subject to
the reservation of overriding powers for the Governor
General personally in certain matters, the exercise
of paramountey should, in his view, undoubtedly be a
matter in which the Governor General should possess such
powers subject only to the control of the Secretary of
State. He {urther considers that, if his views as summarized
above do not meet with acceptance by His Majesty’s Govern-
ment and if members of the Governor General’s Council are
to be relieved of all responsibility in regard to the functions
“of paramountey, that responsibility should be vested in the
Governor General rather than in the Viceroy. In urging
this view (which for reasons explained below the remainder
of us are unable to endorse) he is actuated by the fear that,
if at some future date the offices of Viceroy and Governor
General were to become distinet and to be held by two
geparate persons, baffling and undesirable complications
might ensne. His general attitude towards the whole
question is that the contemplated change involves a very
drastic separation between British India and the States,
which is calculated to render their eventual fusion more
Qdiffcult than would otherwise be the case.

We realize that this latter view is held in considerably
stronger form in other guarters also, and that there exists a
suspicion that the vesting of the funections of paramountey
in the Viceroy must, and may even have been expressly
designed to, hamper and delay the progress of India as a
whole towards true autonomy. We doubt, however, whether
this suspicion would be dispelled by the adoption of the com-
promise favoured by our colleague. The dyarchic arrange-
mentswhich he contemplates would be at variance with our
ideas as te the future constitution and functioning of the
Governor General’s Council, and could, at the best, be only a
temporary makeshift which would avoid rather than solve the
essential problem. The alternative proposal that the rights of

°the Princes should be safeguarded by the vesting of over-
riding powers in the Governor Gencral is open to the objection
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that it would afford the legislatuze a constitutional locus
standi in a sphere which, as our colleague himself admitﬁ;
ought to be reserved for Parliament and the Crown, and Would’
ereate u pu-sition with wide possibilities of frictio,n and mis-
under.stt‘m(hng.' Finally, both alternatives would entirely fail
po satisty th‘e Princes, whose hopes for the future are centred
in the solntion which we are advocating. We consider that
that solution tends to unity rather than to dissidence. We re-
gard it, in tact, as by no means inconceivable that the sur-
render of the funetions of paramounntey to a democraticall

eontrolled Government of India would lead in no short snéc}e;
of time to open defiance of the latter, and perhaps even to
hostilities. It may be argued that the Government of India
is not vet demoecratically controlled, and that the :

! ¢ ¢ change
which we are advocating might well he postponed until thg;‘at
contingeney has arisen. We would

t reply that
satisfied that any such delay would be dangerouge %}I;Z

influence of the legislature upon the central Government is
already sufficiently great to justify the misgivings which the
States enterlain. Nor is any one likely to argue that they
are mistaken in anticipating that it will rapidly increase.
So long as this constitutional question remains open it will

be a focus nf controversy and ftriction, and the postponement

to some future time of a decision which we regard as in-
evitable will only increase the difficulty of its eventual appli-
cation. - If it is defended and enforced now on the grounds
which we have deseribed above, we trust that public opinion
may be brought to realize that it is not so comprehensive or
disturbing a measure as it has been represented in some
quarters to he. In all matters, where British Indian inter-
ests are concerned, British India will, as at present,. have
full constitutional opportunities for expressing, and, with
due regard to the rights of the States, enforcing her desires.
And even in affairs internal to the States there will be no-
thing to prevent the Vieeroy, if he so wishes, from obtaining
the opinion of his Conneil in any matters which, b~ reason
of their nature or intrinsic importance, seem to require
scrutiny from the British Tndian standpoint.

It will he observed  that we have, in

| . the foreeoing
observations, heen a 0

‘ - e pains to use the term ¢ Viceroy ’ in
preterenqe to that of ¢ Governor General’. Tt is, in faect,
ﬁur considered opinion that the Governor General $hould
ijl-(:x:;ﬂ?r ‘hulap(]‘)(nntod 1111(](\1‘ the dual  desi®nation  of
: '(?t and - Governor General, and that his functions in
regard to the exercise of paramountey should be statutorily
vested i him under the former desienation. The argu-,
ments on which this proposal is based, though in part
on . . Y « 1 . 3 \ Ci
sentimental, appear to us to be cogent. It is on the King

.
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Emperor that the loyal sentiments of the Indian Princes are

centred, and it is towards the Viceroy, as His Ma;est}{ ’s

representative rather than as the Governor General of India,

that they feel that respect and devotion which is so valuable
a factor in our dealings with them.

914. Matters of common concern.—With regard to mat-
ters of common concern the Commission make three definite
proposals, namely, that a list should be prepared of those mat-.
fers which are of common concern to the States and to British
India ; that there should be included in the preamble to
anv new Government of India Act a recital which would put
on record the desire to develop that closer association between
the Tndian States and British India which is the motive force
behind all discussions of an eventual federal union ; and
thal provision be made for the ecreation of a Coun-
ail for Qreater Tudia for the purpose of joint consultation on
matters of common concern included in the list.

We support these threc suggestions, but make the fol-
lowing general observations. The list of matters of com-
mon concern is to include from the outset thirteen matters
which cover a large portion of the range of the Government
of India. Defence is a noticeable omission, presumably in
accord with the Commission’s recommendations to remove the
administration of the army from the Government of India, and
to constitute a committee on army affairs on which the States
might be given representation. The list is to be included in
a schedple to the Aet and the matters ineluded in it will
require to be brought up for joint deliberation. The require-
ment of joint deliberation imposes a restriction npon the free
action of the Government of India, but we take note that the
list is to be made in consultation and by agreement.

‘We have no objection to a recital in the preamble which
merely places on record a desire for closer co-operafion in
the future. But in the form given to the recilal* in the
report there is approval of the principle of joint deliberation
on matters of- common concern at the discretion of the States.
We conceive that the form of the recital will be determined
by the conclusions reached as to the nature and functions of
the Council for Greater India. Representation on the Council
may be regarded as participation in a mutual privilege, but
the viewy may be taken that its creation imposes a constitu-
tional limitation on the free action of the Government of
British India. The implications of the recital proposed by
the Commission are that while British India is given no dis-
cretion and must submjt to discussion of its functions, so far

)

*Yolrme 11, para. 236.
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s they fall within the list of matters of common concern, for
he States submission is optional. No Indian State noed come
vithin the scheme, unless it so desires.

215. The Council for Greater India.--The provision tov
he Counedl for Greater Tndia is a statutory diseretion in the
rown {o ereate the Counell for purposes of consultation, We
ve ro particular comments to make on the suggested com-
yosition of the Couneil, or on .the proportions proposoed
«espectively for the representation of the States and of
British India. We think it probable, however, that on prae-
Jeal grounds it might he necessary to mcreasg its .h?ta‘l]mel.xi-
wrship to not less than 60, of whom about 20 might e ve-
sreseniatives of the States. As to the seope of the lmwi.uzsl!;ﬁ
A the Couneil, the power given Lo the  Vieevoy to certity
from time to time sueh other matfers as he may consider
mitable for consideration by the Counel J'!]tl'ﬂ}ll}('(‘h‘ elaxticity,
wt the demand wmight be made from the British India Su!e
Ihat additions to the list shonld be made only by yule. We
wgree that the functions of the Couneil should he cmlsnlln;
tive only, but in some respects the consequential puoposuls
made by the Commission induce misgiving. Tistead of re-
porting to the central legislature and to the Chamber of
Princes, a more suitable arrangement might be that it shoeld
advise the Viceroy and Governor General. In the second
place we arc doubtful whether the Couneil should possess
the adininistrative power of appointing committees of in-
vestigation and report. Tastly, since the Couucil is itself to
be composed of mixed elements we are not entirely satisfied
of the neeid of any provision for meetings of a_joint com-
mittee  dvawn from the Council and from the central
legiclature,

These however are matters of detail SllSG(‘,pi‘ilh]e .m' a(?-
cstment by disenssion. T the meantime we repeat ow wene-
W] wopoement with the (‘fommission’s suggestions. “I'Ut"ei
¥ il= " X , ,. ” ' ™
» pd them as a valiable contribution o un_{l ent 1 ];(;tltl}(::‘[

. He & aly i A C » . st ‘
oy ohif on an exeeedingly diffiendt problem, and we 1[’1- hat
thoug et <uppord hoth from the Prinees and from
ey iy A lia at the Round Table Confer-
,.p]{r(m(-nmiiws of Brifish India at the

pNee.
210. Econ?mi]c 1atn
. problem of relation
11::‘nitp\]fnllt))]‘:?slt'm- {o (levo!opmon(s ont (e
of the Clommission. Tt s w.(\ﬂ kn()wn. nat for some
ihe States have heen elaming a shave m ‘u euston
of the Qovernment of Tndia. These (:l;um.s were ¥

. i ve

d financial rela.tmns.-—-Bofmg we ie;?nr_

s with the States we take, 1““5’%0119

I side the rvooxnm«:nlgp"qt
or ¢ roars P

at for some ]\g v

esontod in

ey

*Volime TT, para. 277

195

considerable detail before the Indian States Committee, which
recommended that an expert committee should be appointed
to enquire into the reasonable claims of the States, or groups
of States, to a share in the customs revenue, as also into any
reasonable claims under other heads, and at the same time in-
vestigate the adequacy of the contributions of the States to
Imperial burdens. Subsequent to the publication of the re-
port of the Indian States Committee, the claim of the States
has developed into something wider and more comprehensive
than a request for a share in the customs revenue of British
India. They ask in effect for a survey of the whole field of
their financial and economic relations with the Government of
India.

In their report” the Indian States Committee rejected
the confention of the Princes that the indireet taxation of their
subjects by means of our customs tariff is wltra vires from
the point of view of international law and partakes of the
natnrs of a transit duty. Our own exhaunstive examination of
the claims pul forward has failed to reveal any ground on
which reliel can be claimed as a matter of right, either under
treaty obligations or from past practice ; and our broad con-
clusion hag been that the question is but one aspect of the
many-sided problem of the political evolution of India and of
the future relations, especially the future financial relatfns,
between the Government of India and the Indian States. We
have, however, long been conscious that, from the point of
view of equity, the operation of the customs tariff has pro-
vided the States, or at any rate some of the most important
among them, with what they believe to be a grievance. There
is the further consideration that for the reasons anticipated
in Sir Walter Layton’s scheme, the burdens imposed on the
States through this indirect taxation of their subjects may
Lecome heavier in the near future.

217. The need for a solution.—Apart however from con-
siderations of equity, there are now new arguments of even
greater practical importance which in our view necessitate
an ecarly review of our financial relations with the Indian
States. Tn the first place 'such a review scems to follow in-
evitably upon the proposal that the Viceroy and mnot the
Governor General in Council shounld be the sola agent of the
srown &or. the exercise of paramountey over the States. If
this proposal is approved British India may maintain that
its own legitimate revenues should not be ecalled upon to
defray the expenses of this new relationship. We anticipate
therefore that it may become nceessary to have a completely
separate ‘‘ political >’ budget directly financed, so far as may

*Para. 81.
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he found possible, from the contributions of States and theit
subjeets, which at present fall to British Indian revenues.

Seceondly, though we are, as we have stated, in full agree.
ment with that portion® of the Statutory Commission’s report
whicl: recommends the ercation of a Counecil for Greater India
for ihe treatment, in a consultative capacity, of mattera
of ail-India concern, we think that the consultations of such
a Couneil would have much more reality and practical useful-
ness 1f the States had a definile finaneial interest in ithat por-
tion of the agenda which relates to the indireet taxation of
thetr subjects. : :

The third and most important consideration is that
the natural and harmonious development of the finaneial and
ceonomie programme, suggested by the Staintory Commission
for o\'pa}'ldh}g the resources of British India, would he much
more effeetively pursued i the co-operation of the States
could he assured.  Siv Walier Layton hast expressed the
opinion l.lmt, if his proposals are to succced, ‘“ some means
must be found of harmonizing financial poliey in the two
sections of the country . '

218. The possibilities of conflict.—In our view the require-
ments of the future will demand such a harmony not onk-
in the sphere of finance and taxation, but also in such mattors
as ¢egislation affecting the conditions of industry. For
example unless the co-operation of the States can be secured
there is a real danger that the absence of restrictive B‘actor};
Acts may attract industries to the Indian States to the defvi-
ment of Blzmsh India. In the sphere of finance and taxation
the need for uniformity of practice between British India
and the States is hecoming inereasingly important. "There is
the obvious case of the income-tax, in regard to which a dis-
Dparity of rates may lead to a removal of business from British
India, a danger which becomes greater as the rates of income-
tax inercase. Again the development of

maritime States has raised questions, which concern not onle

onr sea customs revenues but also the conflietine interests
of traders in various parts of India. Tn so far as 1’?10 ouqt(')mé
revenues are concerned, we  have taken sueh zi(*fiial'i a8
appeared to us necessary and justifiable for the profeciic f
onur an.tm_'osts, hut sneh measnres eannot fail to be v'ttvt:x;ll(]ht:l
hy friction, controversy, and administrative ill(‘,-Oll\(”f}lli(‘,l](‘T(,'.

and we shonld greatly prefer an g recd Ha i
wonld remove all ohstacles to the ﬁatﬁralSe;twl(lment’ which

vo ) ] vt harmonious
}‘ozg;?p{?en’t of"' India’s  communicationg by <«ca and land.
Aastly, 1T we are in fnture to develop our financial vesources

*
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by vesort to hew all-India excises of the wilure ‘contcm}zmted
hif Sir Walter Layton, the co-operation of _the States wln he
essontial. This need can he casily established by a single
illustration. It the manufacture ‘ot matches were to be per-
mitted without exeise restrictions in State territory, the con-
snmption of untaxed matches in British India on a very iarge
seale would inevitably follow, and no system of customs
barriers could be developed on a sufficiently wide scale at a
sufficiently reasonable cost to prevent that consegveunce.

919. An economic union.-—We have given this brief stute-
ment of animpending problem in order to indicate that, when
discussion turns on ways and means to bring about an asso-
ciation between British India and the States, the matters at
igsue are not academic. Jmportant practical considerations
are involved. The financial and cconomic issues alveady
raised between the two component parts of Greater India
necessitate carly solution. 'We do not elaim to have formned
decided views. The whole question must inevitably be con-
sidered at the Round Table Conference, when representatives .
of the States and of British India will. have equal oppor-
tunities of expressing themselves. “We can at this stage do
liftle more than put forward certain principles which appear
to us likely to govern the case.

In the first place, there can be no diminution by the
fovernment of their right to levy and retain customs duties
on all goods, imported at British India ports, even though
destined for consumption in Indian States. But the Govern-
ment of India can in our opinion properly agree to review the
pusition on equitable grounds, for the reason that the customs
revenue and import duties have in recent years come to bear
a substantially diffevent significance to that which they hore
when the original {reaties and arrangements with the States
were settled.

Seeondly, if consent be given to take into aecount con-
siderations of cquity in a review of the customs situation, it
should be counterbalanced by a simultancous review of the
position as regards the States’ contribution to the cost of
defence and of other Imperial serviees, which urelieve the
States of expenditure or contribute directly or indircetly to
their benefit. Financial investigations would therefore cover
the whofe field of claims by the States agaiust British Tndia
reveilues, and counterbalancing claims by British India
against the States. ,

When the accounts of both sides have been drawn up,
some States may be found to have a credit balance ; others
may be found to be making less than a proportionate contri-
bution to Imperial burdens. For this reason, no financial
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settlement « S c e .

not have l'e;il;l)'?lkt{o bti(:muéfﬁ'wuh individual Slales that Cood
be an integral part )1_0.11 ire account.  Kach settlement must
India and the Statos “ﬁ ‘,,1 general settlement between Bntl'sh
settlement he ente]-beztlbi‘l LWhOle' <Fu‘-' ther, before any financial
themselves to the gio 'JE'()’ the States coneerned should bind
India, in reward 1, ! 'Il) lon of a policy uniform wn..h 151'1t1:q11
legislation, the l(‘:r(gx]uC }e Iililt.iurs as commereial and industrial
their income-tay. r’N“\ heiv exeise duties, and the ate of
including customs ( 'tl'( broceeds of such uniform taxation,
poris Sﬁv“”h‘{ bo duties collected by maritime States at theuy
'its lll’tim;dte'di:tl(-jwdlted into a conunon pool with a view to
IV

t)i(} ”;%ﬁ;“ﬂl“{ﬁﬂi, S}Ed.thcre should be full facilities for mspee-
contrel ot all- ‘n 14, 111§pect.omte staff, in the recruitment and

of which the States would have a share.

fi In no case would retrospective effect be given to auy
mancial settlement or part thercof.

_220. A settlement by a, ut these broad
prineiples for general cgnsggf;ltlf(ﬁt. wg Eg(tzo(?%’nim that con-
troversial issues are raised, but the problem is pressing, aud
it is essential that such solution as may be reached shol.ﬂd
carry convietion on both *sides, in the States and in British
India, that the interests of meither have becu igiored O
sacrificed. It seems to us that the best occasion for reaching
an agreement satisfying this condition will be afiorded by
the forthcoming Round Table Conference, and we recommend
that every advantage should be taken of the opportunity. 1If
there were to be complete agreement as regards principles, it
would remain only in the case of each State to translate those
principles into terms of a financial settlement. A second
alternative, the possibility of which we do not exclude
wonld be an agreement between the representatives of the’,
States on the one side and of British India on the oiher, that
the whole question of the future financial and cconomic
1elations should be referred to an arbitral tribunal, whose
decision would be accepted as binding on both parties.

THE HOME GOVERNMENT.

221. The executive authority of the Secretar

In an carlier portion of this despatch we have d{as(g;'isbteagei‘h—-
constitutional importance attaching to the recommendati e
made by the Indian Statutory Commission that the 1ye o
of the central Cabinet should be appointed by thev(s J.m_bers
General. We have sought to show in what Wi FOVErnoy
arrangement will affect the relations of the ex ay such an
the legislature, and to suggest how the reéo(?;cutlve with
ththe Indl?n Stsztutox}*ly Commission mighy ]}lemgndaltlons
into a working partnership in adminigtratias i 1 2. cveloped

istration in Indjs, When

ibution on such cquitable principle as may .

-
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we proceed {o consider more closely how a central Cabinet
resting on such a hasis should Dbe related to agthonty mn
England, we think that the general tenor 04 the recom-
mendations of the Indian Statutory (lormmission involves
that the Seerctary of State shall in future exercise over the
Government of India only a power of superintendence, direc-
tion and control. We cousider it of some importanee to
place beyond possibility of doubt a position whieh to some
minds may appear obvious, for the ‘‘ doctrine of agency’’
has al times been strongly pressed. In earlier years ihis doc-
e encowraged a tendeney to bring the Vieeroy imnto the
same relation to the Secretary of State as that in whieh an
Ambassador or Minister at a foreign court stands to the
Seeretary of State for Foreign Affaivs, and it was velied upon
by Lord Morley in asserling for the Seerctary of State the
extreme power of giving direet ovders to every officer in India
from the Governor (General to the humblest servant of Gov-
crnment in the distriets.

fu fuiure, according to the recommendations of  the
Indian Statutory Commission, the power o appoint the wem-
bers of his Cabinet, alike in provinces and at the centre,
would rest with the head of the administration. This ap-
pears to involve that the Governor General and Governors
would conduet the administration with adviee from members
of their Cabinets and under the control, greater or less, of
the Crown. Provineial Cabinets would, save for the over-
riding powers of Governors, and a limited superintendence
from the centre, he subject only to , control by provincial
legislatures.  As regards the centre, ‘¢ *the executive ”’
say the Commission, ‘‘ willto an increasing degree Dhe
responsive to the will of the tederal representatives .
Queh an  arrangement in  our view would seem to
prechude the retention by the Seeretary of State of a prirgary
sower of administration devolved upon him from the Crown.
'&hu future constitutional position in the presence of exceu-
tive Governments so-constituted would naturally be that
the administration would become vested in the Crown,
aud exercisable at the centre by the Governor Geneval and
in provinces by the Governor, but subject to such superintend-
ence and control on behalf of the Crown as might in each case
be found appropriate.  The seope of the anthority of the Sec-
retary of State would then he two-fold.  First, he would be
the adviser of the Crown, or, if devolution were made to hin,
_the first exeeutive authority for matters removed from the
jurisdietion of the Government of India. _For iustancg, the
original authority for the making of treaties, the exercise of

-
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paramountey, th :
3 ’ e contl‘act]_o]l . . R
the recruitment of certain seof loans of particular kinds, and

tary of . services might vest in the Secre:
to t%xe Dgf'%itg{xla?lrg 11};8 duties of this ng’ture would ti)e limite

ral devolution of ‘at ers, specifically removed from the gene-
Generai or the Gdll hority from the Crown to the Governor
would exercige O%Vernor_ Second, the Secretary of State
trol over heads I())f a?il;;i%f‘ Stupe.rlll’tendence, direction and cou-
gations laid upon them. istrations, corresponding to the obli-

. 222. The Secretar
direction and con trol.y_%t;'gtate’s Powers of superintendence

conviction of the necessity to ave already explained how 0uf

conse oS onelusion that Parli id
its 3111‘:}1 (fx(?itb}? ?ﬁli{mﬂlﬁ III)lllllllE:zbcsttm which zﬁﬁigai?(zﬁglsggs‘;;t
ingly unable to accept ration of India. We are accord-
whe . harbl
*recommendations 0f¥ thédin\(\i;ﬂm&akgtt% be implicit in _the
n.‘ungly, that the Governor General in gutor‘}{ Commussion,
[ " : Ot 1 o
tg;l;llg%estgag)e {i)ub']eCt. to.the undefined c()lxl:t(,}ll'olnz)l%s:hltl\l Stegll::sj
Secretary of eét. ut that in practice the intervention of the
tude of %’arliau?tetShould depend very largely upon the atti-
we agree that _wep . In vegard to provincial administration
of Stute to E;ssile %rzlé(l)‘:lgnno k)tltlger b?) open to fhe Seerctary
e . 1 matters which £ L ONE
oatside the province itgelf are ol no concorn
- : lf, other than the limi .
regnd o Which specal "povtors” e sosrvod o e
ot - e also that at the ce N .
powers of the Governqr General should b?r}l)tllz.\% otr:]{\tﬁ Igl)sl)s.mﬁal
u.nrestrlcted control of the Crown. But itis in;plicité" '“f
})ecnr_nmenda‘tmn for a specification of the puf bn nmf
arliament that both the Governor General’s Specialp- ses o
?1?1(-1 :*tlis(‘)(; tge dsecritaliy OIf: S{(Bitt]al ’s powers of superintelljl?l\ggfz’
1 and control, shou A oe,
these purposes. ’ ave no other extension than

223. The power of appropriation.~Th i iti
executive authority, which wlt)a have just :ugg(lgzlt)(?sltfn, of
natural parallel in the field of finance. Tt implies 5 s it
ponding disposition of powers of appropriatiog 168 & corres-
the revenues of India vest in the Crown. In the At present
priation is subject to the control of the Secre;) ¥ all appro-
1In Council and requires the concurrence of t}? aI‘y of State

ndia. But rule and practice have brought e Coumeil of
parture from the theoretical position &t about a wide de-

expenditure the power of appropriat;
legislatures in India and to tp % (()}%I;Zﬁ;%;sh:sd%l]ss%l to the
€ bovernor

.
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Feneral, and in regard to non-voled vxpenditure 18 excreised
v the Governments in India. Provincial Governments, in
sonsequence of the devolution of authority and the allocation
Jf revenues made to them, do not require the previous sanc-
ion of the Secretary of State or of the Council of India
sefore approaching their legislative councils for voted supply,
sr appropriating moneys for non-voted expenditure. The
Yovernment of India, however, are required to submit their
mnnual proposals for appropriation for the previous sanction
)t the Sceretary of State and the Council of Tndia, receiving
for non-voted expenditure authority to make the necessary
appropriation, and for voted expenditure what is, in effect,
permission {o obtain what supply they can from the

ssembly. This position we regard as administratively
neither necessary nor convenient. If the (overnor Geueral
is to be made by statute primarily responsible for His Majes-
ty’s Government in India with advice from members of a
Cahinet which he will himself select, the power of appropria-
tion should in the first instance and by statute lic with bim and
his legislature. This necessity will be the more apparent if
Parliament accept the propriety and wisdom of defining the
purposes for which it will confrol the Government of India.
For if the interest of the Secretary of State is limited to the
fulfilment of these purposes, it would secm unnecessaty that
he should concern himself with the details of the Indian
budget, or that the whole annual scheme of Indian finance
should be subjected to close aud meticulous control.

994. Method of specification of the powers of the Secre-
tary of State—We have already deseribed in this despatch
certain purposes which Parliament will be iuterested to
secure. It is not possible in the eircumstances in which this
despatch is written to explore the whole field. 'The formu-
iation of precise and exhaustive preseriptions is a matter to
be undertaken at greater leisure. But our conception of
partnership demands that Parliamentary purposes should
be capable of definition. Our argument would, therefore,
be incomplete if we did not show that, as we consider desir-
able, specification of the functions of the Secretary of State
is likely to prove feasible, and if we gave no indication of
Jines on which it might proceed. We gather that the Indian

tatutory Commission, although like ourselves they were
unable to pursue a detailed ‘enquiry, regarded it as not im-
possible that such a definition should be made. TFor they
make the following remarks: *‘‘ It may be that fields of
5dministration can be mapped out, in which it can be said

® Volume II, para. 352.
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with confidence that no question will arise upon whieh Hig
Majesty’s Government would feel hound to reserve to itself
the final deetsion, notwithstanding the agreement of the Gov-
ernment of India and the Indign legislature. We cannot
ourselves suggest one and ave, therefore, unable to recom-
end any extension of the principles of the ¢ fis
tion 7. We ourselves approach the problem fr
what different augle, having vegard rather {c
poses, which must he seeured by Par
of administration they avise, {han to particnlar  subjeets
which can bhe made immune from or liable to Parliamentary
mlervention, But we recoguize that a demarcation which
seeks to give to Indian administration the fnllest veasonable
degree of frecdom from external control, must, even if it
starts from broad principles, descend to the consideration ol
particular functions. The distinetion will he perhaps move
clear if we consider the mefhods by which the necessary.
specification could he made. "Three methods have suggested
themselves to us, 1ramely positive enactment, statutory rules,
and some form of declaration, possibly made by the Secretary
of State and accepted hy Parliament. ~ The mefhod of positive
enactment appears to us to be unsuitable, beeause onr aim ig
to define the purposes of intervention i

may he capable of changing as eiveumstances permit in the
divection of greater freedom in the Government of India.
The method of declaration may be appropriate for purposes
of illustration, and in order to set forth the spirit which will
autimate the operation of formal provisions. Bul we wonld

ol expecl it by itself to prove safficient, for the differen-
tiation which we seek must, we auticipate, be placed ulti-
mately on a statutory hasis, if Tndian opinion is to have ude-
guate assarance. Such a basis might, as in the past, be
found in statutory rules. We do nof contemplate that these
rales would effect a tripartite classification  of subjects,
adding to the existing classification of funetions as ecentral
and provineial a {hird ecategory of Parliamentary subjects.
The existing classification proceeds from the assumption that
all funetions of government, with certain exceptions, are
exercised hy autborities in India, and arranges these fune-
tions in central and provineial compartments. What we
would seek to do ix, while respecting that almost exhaustive
allocation of functions to authovity iy Tudia, to define the
objects Lor which Parliamentary intervention in ° edntral
administration may be practised, whatever function of
government may he concerned. It would seem to follow that
an appropriate method of speeification wonld he o draw the
statutory rules in a hroad and general form with reference to
the parposes of iutervention, and if it were found necessarv
to bring them into close relation to the classified funetions of

cal couven-
om a some-
» general pur-
Bament in whatever field

n such a way ihat they -
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3 ubsidiary declara-
vernment to amplify the rules by some subsidiary de
gove Y.

fion. illustrating or it might he limiting the application of the.
iom, illus ri :

several rules to the several hlnctl.nns. ‘ -
995. Statutory rules.—A precedend for wllrst\ wcr afuhe(‘( (lj (;\_Y
be found in the existing rules under S(}_(ttl()n o 0 o "'etm‘
or £ India Acl, velaxing the powers ()i‘,t e S 1,4(,1 1 _“y
O o womtrol the administration of transferred subjects
va: ?)t:(tf\?iligf‘g These rules are hroad d(-ﬁl’]itimm”m' ﬁ;’l‘f‘dl]l
\ ‘ . ' - . B U 0 iy frgns-
poses of control, aud, so Far as we are aware, 1(;||v s
}:t‘ii})‘l(l)bl(\:‘ln detailed practice has heen :n,tte'.ngled \\'l.lt‘}'l)].ltl;l(: ((1;1(:3
culty. lu the central field, however, which .v:w_, fll(, ltl( m oL,
sidering, the purposes to he H'(‘Glll'(.’:.(l are \]{;(:Li‘l\lflépoilvill Scl]Ch
more pervasive of the administration. We have given

! N .
consideration as time permitted fto an exploration of the.

oc i yortions of this despateh
ground to be covered, and in the portio p

i 1 finance and with ¢ rce we have
dealing with central finance and with commerce

i ; o detal » views which we entertain. We
explalrie%(]:vs\??rb iitet;ll%)(ESi(ti;;exg(f (ﬁ'aft the rules which we
arc 11110 "wo'-»rd 'w’ suitable. We can at present do No more
than. u-:c:'dsi' (;‘;tegories of interests in the hope that our
(t)}llggctsg%bfhié sftage, namelyv, to ?I}i”w]thatttﬂ')(i(:({ica't[tol]th ;2
i : reasible, will be thereby attaiued. T t
}31111{(‘;1)’&;22! pxlv(i);f}? {.MESSEE “t:l)] I;&Zist thuyfulv_ler imvestigation
which we recommend, we suggest the following :—

(1) the administration of subjects entrusted to the
© Hecretary of State ; '

(2) the defence of India against exte'rnal :tggl‘essmn ;

(3) Imperial interests including t:orelgn affairs ;

(4) questions arising between India and other parts of

the British Empire ; y N
international obligations, or any obligation arising
©) ln;’;g:)&at;%ndallI?rte)xlllli'?e:nent’ Withi};l _the Empire, to
which India is a party, or which is otherwise
binding upon India : 1 o
ditions of internal security ;

Eg; :ﬁz fi;)ll;ncial stability and e.redi.tv of India, and the

fulfilment of existing obligations ;

(8) the protection of minqrities ;o o

(9) the avoidance of unfair economic and commercia

° " discerimination ; ' .

(10) the rights of services recruited by the Secretary

of State ; o

(11) the maintenance of the constitution.

ion —What degree of
B terpretation of the rules.—Wha
elabgfaféigr? thr(?nccessary rules would require in order to cor-
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:{«;laé;;dthenht?. p'artwular subjeets would {o
miI;writiOel; :dl;dabjb‘léuﬁlll'cies which particular interests such us
oo ui‘i'b» a‘ ished commerce and iudustry" mi l{ht
might be foul(lld dL’ _a'xllt}il()ll the extent to which in pructicg !t
ol Parliameutaryeztlft : :1 to\}\lf?zvglﬁ ql;llore detaiiled expositi«:n
st as the 1ulos Yol W 'selves woun refer th:
st s the e undor stion 194 wore i o
broad rules We pr;)p(?s;évfe()lpiﬁgt:ﬁ(cfltlvci thloutldf1 Wulty, so ﬂ;
Load e ; nire sho lef i

:::llxuf-llln]?(?ﬁ: tz;tllon v\)\’.lth(.)ut any formal eilabo?:tilgflt toBﬂ};m']é
Bl of e ol o eSSy, For mstance, i the
of description- and ‘]{) Lfommerce, we think that a ’methwl
would deprecaté au 'lﬂ Elbtrat‘mn would be appropriate "w',
would in our vie\(t' ]y st uatre of codification, for (1
gy L onr rul?a . )(f.untortunate if any document 'm’elalbfld
powers which ordiilauiklme ot b ooked upon a3 a digest 0}
continuance of cont 'rl y‘must by gxercised.  The road to die-
s hamos of « 1\01 )1& best laid open by stopping short ot
Jofinition s cxprossed, and by giving to any subsidiary

on, should such be necessary, o permissive fornsl1 o

sowe  extent

227. The Council of India as an i

] 1 ndepend i
e i pto 1 v el LM
frue coustitutio osition that authority of administratio
G(ﬁ(;ll : lpﬁl ol;])lfluﬁlw? gmy ‘he dircetly devolvcg upon ttl?;‘azt\rg&%l;
position’ ;“rom (\E]‘]ic;;) ?1%01;::;Y 85\0?2(11: : \Voul(.lf o ey
position whi ‘cise  speeifie rol, i
ig:l\ld“iz({g ,0.”('%1}“{: whethc.r there is momI for adtlloi(l)'gt:t)'lt’t:xt—‘
ok 1[_; 1(11(.(,11 1_amthur1ty. There is  a strong bo('l;r of
pomaon in { \17(::1 'w‘n‘ch 1'(egznj'ds the Couneil of 'Indinb:,\s sifpvr-
oy 01 even (i; ‘(uE obstacle to political advance. Thosc
i o theso chrw.s 'mlght fairly maintain that the prin:
fiples on which o pipop'osals are based preclude the reten-
Moty e oul L or, they would argue, where Purlin-
mentary 11 s were mvolved the Council of India 1d
place, and where they were not involved it :r(()}ild

) yJ

not be necessary, si ' i
b ssary, since the Indian legi e i
position to protect itself. leblsm'tmb would be i a

The functions of the C il fall i
Lo e funetious of * Councl fall into two clagses,
ifl; h’lfth'%ﬁntffl ?ll((i S‘cc"retary'of State. Illtz\e(;t;ﬁs;;:{t 1{:‘
it grauts o \'h-lﬂ t'l)" is d§sent wﬂhput which action ("lllxzfoftb J
s s by e Gl of iy
au advisory body. ent we are concerned witk
its ‘%)eorblllgll(él; taz t?lIl I;L(il.th()rlty independent of Parl(,'iaﬁ:lll:;lglll(ivllltlh
Gov variations india, exereising a veto over expenditure 3
over v Sta]tut;)rgl ((i(())ndfc}oqs of service, "We agree with atlllle
wadiam, Statutory f MMmISSon in - considering the finanei 1
cil to be of moment only in regard t(; I;ﬁ)lg

n establishing the
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votable expenditure, and for the protection of the inlerests
of India against claims by departments of the Home Govern-
ment. We, therefore, seé 10 justification for the retention of
the veto in regard to financial proposals emanating from the
Government of India, and would ot favour its continuance
except for use on occasions when Parliament proposes to inter-
vene in Indian administration. There is force in the observa-
tion of the Statutory Commission that, if military expenditure
were determined by agreement at a fixed sum, there would be
little advantage in retaining the veto. We have elsewhere
proposed that supply for defence should be fixed and deter-
mined at intervals hy a speeial procedure. If that course
were adopted, there might be little necessity for refaining the
veto of Counecil. But whatever the decision may be regarding
approprintions for defence, we would prefer that the prineiple
of arhitration shounld he established, and that differences
petween 1lis Majes{y’s Government and the Government of
India in regard to non-votable expenditnre should he seftled
by negotiation and, if necessary, by adjudication. We are,
therefore, inclined to the view that the future constitution
wonld leave little room for the Council of India as an inde-
pendent authority with power over appropriations, and we
-anticipate that any such differences of opinion as might arisc
botween the two Governments could be settled in a mannev
more consonant with the freedom, which the Governmnent of

India may suitably enjoy.

998, The same.—Its control of service conditions,—'t'he
second function of the Clouncil of India as an independent
authority is its control over the rules governing the scrvices
in India. In this regard we observe, first, that ac:ording
io the proposals of the Clommission the scope of this fune-
tion will in future he much restrieted. In the secoud place
the concern of the Council of India is with rules altering
conditions of service, and not with the. application of these
rules to individnal eases. Nevertheless, the protection which
the functions assigned to {he Couneil of India have afforded
in.the past has been highly valued by the services, and the
maintenance of some protection of this kind may considerably
affect the flow of recruitment and the peace of mind of those
otill in service in India. We consider that the Secretnry of
Stateewill continue to require adviee in regard to the services
and that that adviee must be of a kind which will command
cerviee confidence. 'We do not, however, feel convineed that
profection must he given hy the existing methods or that
merely in the interests of a comparatively small number of
~sorvices the Council of Tndia ghould he retained as an authority

gompetent to withstand the wishes of the Government of Tndia
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and of His Majesty’s Government. We would y
. W refer
whercby the Secretary of State in these matIt)ers W:sm;:tzg;(l)lc}
torily required to consult a body coniajning those who had
recent experience of gervice conditions in Tndia and reécog-
nized a convention that their advice would not ordinarily l%e
(Xi\lis;'ffardeld. For ‘;hese reasons, if the alternative suggesfions
‘hien we have made prove to be eapable of adoption. we :
prepared to sce the disappearance of the Cmmg{l(z)ll;, ':\ %{?(ie
mdependent of Parliament and the legislatures in Ind(ia .y
229. The Council as an

advisory body.—As an :
body the Coureil of Tndia has appeared to many ob(ég?z%rs
to be somewhat ineffective, and to others to encourage a t
deney to do over again at Whi urage a ten-
done in i c] gain at[ hitehall work which has been
wone anoandia i closer relations (o aelual o e .
Seeretary of Stat al conditions. The

¢ ix amder wo ohlieati
AR : gafion lo convene t
Cownetl oftener than once o manth, ne the

to attend ils meetin
R N . \ 't . . ! -~ ’ e S ()1‘
to aecept ity adviee, and it ix gencrally believed that suice‘i-
sge Secretaries .nf State have in very unequal degree avail-
eff thsnsp}ves of the assistance which the Council is able to
5tlh ‘ou.' l‘t,‘as we hop, Parliament ix prepared to specify
€ purposes of ifs intervention, the Secretary of State will
require adviee iv a more ' o ir
?330 past, ;ind 1t 15 possible that the advice which he would
ng‘;xi'% \g étlil)oﬁpaiwaﬁs 11519157 thelneed for Indian experience.

mue vo stand in need of advice in milj

3 > ! , n militar -
ters. Tiqually important is the advice which he glgtillltd

receive in regard to finance. W 7 indi '
i 1 . e have already in B¢
on service matlers he ¥ mdteated that

! should * e

vice eonditions in Tndia upon }i'?l‘;l((ihr %fgn\t'(ﬁlxlgezlel?ce o e
not, however, convineed that the need for advicé1 wil
statutory provision for a corporate body of qdvisev'1
would indeed be inclined to think that the (ﬁnancisi an(é et
s_lnould_ e chtained from a special committee smalle? tl " thﬁe
Council, and composed exclusively of persoﬁs in close éant ?;
with the practical finauce of the day. But the meth(():(l‘ ’al?

which the See'.r'etary of State may obtain advice is n(L)t .
matter with which we arve primarily concerned, and we Woulg
here ouly stress the neeessity that he should have suitabl

expert advisers in regard o services, finance, and I'nili'tar}ef

problems, and that their expevience, when i ix Ind;
s when it is b :
problons, wdian, should

We are
1 justify

GENKRAL RESULYS.

230. British India a political entit
detailed erviticism and rvecommendation the time at onr dis
posal has permitted aud our duly has seémed fo us t‘ equire:
Tn_another portion of this de‘spatch we 1huv‘l X(t) leqmlifq
principles whieh in owr view should s;‘n‘vm'n ;dsgncoeut ;L)Vg

Imited range of subjects than in-

y.—So much by way of .
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e f a growing constitution
have aceepted the pﬁ%?ﬂ?i%n -O(ff all-Iig;dia, and we have in
.and of an “ltlmateribed our proposals for a parinership bL
various places df‘sc at Britaiv in the acdwinistration of British
tween India and Trici‘upulous])’ the pronouncements which
India. (t)lb(gef,::l{l oot made on behalt of Parliament in regard
l:mtij uyllgtldr]e and pace of vetorm, and endeavouring to appre-
c(i)ateeand pay due respeet to Indian desives, we have never
theless adopted no rigid mould into whieh the new eonstity
tion of India should be forced. At the outset we deseribed
the demand of Indian public opinion in refation to the an.
pouncement made by His Kxcelteney the Viceroy and Governor
General on the 31st October 19249 declaring the altainment of
dominion statns 1o he  the natural issue of India’s eonsti-
tntional progress >, and  recorded  our opiuion that the
Lrowdest reasons ol lmperial poliey vendered it imperative to
spare no cfforts, and even 1o {ake some risks, in order {o
arrive al a constitutional solution  which  might carry the
suhstuntial asgent of veasonable Tndian thonght.

The recommendations of the Tudian Statutory Cowuis-
gion as to the provineial constitutions, with which in general
we agree, represent a  generons  response to the popular

- demand for provineial autonomy. ‘I'hey contain within them-
solves the means of inereasing adaptation to loeal eirenm-
stances, and to the wishes of those who will be eharged with
the task of working the constitution that the Commission
have ountlined. Our proposals, for the centre, in amplifica-
tion of the plan put forward by the Commission, have heen
designed with a double purpose. On the one hand we have
songht to examine the means by which the relations between
executive and legislature can be established on a basis which
ofters a.reasonable chance of harmony in working. On the
other we have endeavoured to point the way to action that
may now he taken to place npon the constitution the first,
but definite, impress of dominion status.  If we vead history
aright, it is exaetly in this way that  cach and all of the
Domiuions have attained to constitutional nationhood.

Accepting the recormnendations of the Commission that
the members of the central Cabinet should he appointed hy the
Governor (Qeneral, we have drawn what appeared to us the
consequential inference that the exercise of the fouctions for
the @overnment of India, which reside in the C'rown, shounld
he directly devolved upon the Governor General, and that
iherewith should go the power to appropriate the vevenues of
Tndin. We think it right to state eclearly that if this
were (done the Government of India would no longer merefy

~ bo the agent of the Seeretary of State. Tor the first time it
would possess a distinet individuality. It wonld, it is true,



208 T ’

be within specified limits under the control of Hj .
Government, but it is of the essence of our pr;ﬁ:%:sgaz
that control should be of such a nature as to establi

o . Sues lish partner:
ship in place of subordination. The Government cﬁ rlggira
would then be a distinet entity, capable of acting in domestic

matters on its own initiative and, within the ambit of its un-
controlled powers, free to pursue its own policy. Vis-d-vis
the Dominions and foreign countries, it would occupy the
new posilion which growing freedom in the conduet of
external affairs would connote. 'That it would not be an

entirely independent Government is due to circumstances,

internal and external to Tudia, which are generally familiar

and which invest the problem with snch peeuliav difficulty.
But while we are hound to suggest means by which provision
cunt L made for the period of transition whichi must clapse
hefore the complete fulfilment of British purpose, as declared
in the announcements made ou behalf of  His Majesty’s
(iovernment, we would set no artificial or statutory barrier
fo the uatural evolution we desire to see. We helieve that
the grealer part of Tudian opinion will be ready to recognize
the speeial interests of Parliament, provided that Great
Britain on her side is prepared by action to show that she
does not falter in her desire to invest India with the con
stitutional status that she seeks, and that her politica!
development appears to us to justify, We would accordingly
hope that if our suggestions are placed at the disposal of
the Conference, they may be of some assistance to those
on whom will rest a heavy responsibility, and the result o
whose labours all who can measure the issues that ar
involved will anxiously await,

We have the honour to be,
Sm,
Your moat obedient, humble servants
(8d.) IRWIN.
»  W.R.BIRDWOOD..
» G RAINY.
» . CRERAR.
, GEORGE SCHUST!
» B. L MITTER.
»w  FAZL-I-HUSAIN.
; » J. W. BHORE,
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APPENDIX T

NoTE BY THE CENTRAL BOARD 0F REVENTL ON cUsTOMS (vide PARA. 251
oF Vor. II oF THE REPORT OF THE INDIAN SeATUTORY COMMISSION ).

Revenwue Prospects (Customs).

Paragraph 251 of Volume 1i of the report purports to deal with
eentral revenues in general, but, apart from a passing r?fez'e'nce to
rowing ineome-tax receipts, Siv Walter Layton’s discussion is con-
ined to the customs revemnue. [ fids pavagraph he makes no defi-
nite estimate of its future growth, Lut in paragraph 289 (page 252)
Le estimates an annual expausion of i crore, on th& assumption that
Burma will be separated, and that import duty at exisiing rates will
be charged on imports from Burma. We propose to discuss para-
graph 251, first of all, without refereuce to the effect of separation.

9. 'Sir Walter Layton beging by veferring to the effect of mon-
soon failures on the revenue. JFle then refers to certain projeets which
should have a stimulating effect.  fle quotes certain figures exempli-

“fying recent growth of trade, and deduees that expansion will be

more rapid in the future. He sounds a note of warning as regards
the existing tariff which he thinks may be above the point of *‘ dimi-
nishing returns ’’ on some articles, aud refers finally to the depress-
ing effect of high proteetive tariffs on the revenue. We propose to
eonsider :—

(1) How far the figuros which Nir Walter Layion quotes are
reliable.

(#) How far the eonclusions whichgghe draws from these
ficures and from other considerations are justified.

- {#7) To what items we can reasonably look for expansion, and
to what extent.

(sv) What factors are likely to interfere with normal growth.

* .

We propose to deal with the advisability of reducing some of our
rates of duty in a separate note.

3. The only figures Sir Walter Layton has quoted in sypport of

. hiseviews are those at the foot of page 221, which are taken from the

Review of the Trade of India for 1928-29 published by the Director
P
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@eneral of Commercial Intelligence. The tabl f ie
in the following :— © from which he quotes
(In crores of Rupees.)

1913~ 1920-) 1921-| 1922-! 1923-| 1924-| 1925- 1926-] 1927-
— P 14, 21. 22. 23. 24. 25. 26. 217, 237 1%8—

Imports .. 183 142 124 | 138§ 120 137 143 | 156 181 190

Exports .. 244 | 172 182 | 214| 240 | 250 | 246 | 228 | 248 260

Total tradein| 427 ] 314 | 306 | 352 . .
merchandise, 360 | 387 | 389 | 384 420! 450
excluding re-
exports.

‘In this table the value ot imports (and expor is

pressed on the basis of the declarecgt valuespfoiséof)(()irs ?flfc}ilerb" etahre lZaIerft;
head for‘1913-14, so that the table compares the volume of trade in-
stead of its total value. It would he a very laborious task to attempt
to check all the Director General’s figures, which only purport to be
rough approximations, but we have worked out, independently estiv-
mates for the 1923-24 and 1928-29 imports based on 1913.14 ‘I;rices.

Th th i ivi i
set: (r)réeheggsvsze have adopted is to divide the Trade Returns into two

(a) Those for which quantities are recorded for all three yeérs '

1913-14, 1923-24, and 1928-29 ;
(») Others.

We have calcalated values on the 1913-14 basis for cach important
head under («) for each of the years 1923-24, and 1928-29, and have
then compared the resultant totals for (¢) with the actual recorded
values and reduced the actual totals under (3) in the same ratio.

_ 4. The following table compares the results of our calculations
with the Director General’s figures —

— & 1913-14. | 1923.24, 1928-29,

Crores, Crores. Crorvé .

[ (@) .. .. 128 158 164

b .. -

Actuals - ‘( ) 55 70 89
L Total . 183 208 253
.

[ (a) 128 84 T

(b ..

Results on 1913-14 basis <( ) v 5 58 .
L o A B—

Total .. 183 192 181
. ‘__/1

100

Director (teneral’s reciilée nm 1019 14 1 -
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These results, reached independently and possibly by different
methods, are in sufficiently close agreement to justify reliance on the
Director (leneral’s figures to the extent that we may assume (a)
that the volume of trade bas increased sinece 1923-24 by about 50 per
cent, to approximately pre-war level, (b) that the rise in these six
vears was continuous, and (¢) that it was most rapid between 1926-27,
and 1927-28.

5. The existing projects which Sir Walter Layton considers will
provide an additional stimulus to the import trade are, (a) irrigation
schemes, (b) railway extensions, (¢) road improvements and exten-
sions, and (d) construction of barbours. In the present state of
world-markets, with almost universal over-production ¢f agricultural
products and very low prices, it seems doubtful whether the bringing
of additional arcas under cultivation is likely to make for any great
improvement in the import trade. The value of India’s exports of
‘“ (rain, pulse, and flour ’’ has fallen from 65 crores in 1924-25 -te:
34 crores in 1928-29. 1In fact if we take net{ values (t.e.; after deduct-
ing the value of imported grain) there was a difference of no less
than 41 crores. With this diffiendty in marketing it seems highly un-
likely that inereased production of grain in India will stimulate im-
ports. The demand for Indian eotton or oil-seeds has shown no ten-
deney to increase in recent years, and everything seems to point to a

_long series of lean years for countries whose exports are mainly agri-
cultural,

6. We understand that the present railway programme is normal.
That is to say that it must be treated as one of the ordinary factors
in the growth of trade, and not likely to be any more effective in the
next ten years than in the past ten. It does not constitute a reason
for anticipating a more rapid growth than in the immediate past.
Road improvements and extensions will necessarily have a direct effect
on our revenue from cars, tyres, and petrol, but improved internal
transport facilities ean do little to stimulate trade so long as the
external demand for agricultural products remains weak. The.con-
struction of new harbours should have a slightly stimulating effect,
but it must not be forgotten that they will very largely be sharing in
the trade of existing harbours at the outset.

7. We now turn to the inferences to be drawn from the figures
which Sir Walter Layton has quoted from the Review of the Trade of

" India (paragraph 4 above). He assumes without further investiga-

tiont that the volume of trade will continue to grow, and ignores cer-
tain very important considerations. The first of these is that it is
only the revenue from specific duties which is directly proportional to
the volume of trade. For ad wvalorem duties we have to look to the
value and-unot to the volume. We have also to remember that our
import trade includes a large proportion of duty-free goods. We pro-
ceed to examine our import revenue in more detail, and for this pur-

pose we propose to omit—

(a) Salt, o

(b)) Government Stores,
(¢) Kerosene and Petrol.

4]
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Our reasons for excluding kerosene and petrol are that it is useless
to consider the import, and excise duties separately. We shall, there-
fere, deal with them together in a later paragraph.

. _8. In the following table we show how our revenue was derived
m 1923-24, and 1929-30.
1923-24. 1929-30.

Lakhs. Lakhs.
Duty on Government stores .. .. 56 87
Duty on kerosene and petrol .. . 114 181
Specific duties (revenue) .. .. .. 783 1,422 N
Specific duties (protective) 247 241 -
Ad valorem duties . .. 1,979 2,194 -
Total import duties (excluding salt) 3,178 4,092

It is instructive to compare this table with the following table whieh
shews the values under the various groups :—

1923-24. 192930,
Lakhs. Lakhs
Government stores 957 891
Kerosene and petrol 442 618
Goods liable to specific duties 3,684 4,012
Free goods 2,829 3,439
Goods liable to ad valorem duties .. .. 15,69 15,877
Total . .. .. .. 23,608 34 837
9. The inerense of 638 lakhs in specifie duties (revenne) ig un-

doubtedly due almost entirely to the fall in pricex. Sugar alone has
contributed 537 lakbs towards this figure, tobaceo iy responsible for a
farther 60 Inkhs and Hguor for 28 Iakhs,  Sugar has rveached a very
low price-level wiul has recently been subjeeted to an additional duty.
A substantial portion of the increase under tobaceo is due to the
raising of the rate on unmanufactured tobacco. At the old rate the
1929-30 revenue would have been 35 lakhs less. Priees have fallen
considerably and are not likely to fall mu('l} more, so that we cannot
look for much additional revenue under this head. Tn any case the
tobacco revenue will have to be considered in copjuncfion with tlﬁe
tobaeco excise. if introduce‘d. There has been no steady 1'1549 m.the
liquor duties. The following are the figures for the last  eight

years :—

Tiakhs.

1922-28 235
1923-24 226"
1924-25 250
1925-26 254
1926-27 261
1927-26 256
1928-29 252
251

1929-30
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The additional indireet taxation on liquors imposed by the provimees
has served and will eontinue to serve to prevent any substantial im-
grease under this head. It cannot, therefore, be said that recent
figures suggest any substantial improvement in our revenue from
specific duties. The newer specific protective duties will no doubt
gecure additional revenue at first, but eventually they are bound te
lead to a reduction, if the protection achieves its aim.

10. It is very significant to note that, although ad valorem duties
have increased by nearly 12 per cent., the value of .the goods on which
they are assessed has only risen by a little more than one per cent.
This reflects the reduction in the trades in cotton yarn and piece-
goods on which rates of duty were low, and a corresponding increase
in other trades, particularly motor vehicles. Nearly half the increase
in the revenue from ad valorem duties is accounted for by the trade
in motor vehicles and accessories. We shall revert to this point later.
We will merely emphasize here that in 1929-30, apart from motor-
vehieles and tyres, India has actually spent less on imported goods
assessed] «d valorem than in 1923-24, The small ineresse in  the
revenue is due to the change in distribution among commodities, a
tendency which is not likely to develop much further. The figures,
therefore. wive no ground for anticipating a steady inerease in the

future.

11. It seems to us that in order to make any foreeast for the
tuture. on the basis of past experience, what we have to look to ig the
amount of wealth that has been available for the purchase of imported
commodities, that is to say “the total duty-paid value of imported
goods. In the following table are displayed figures for ten years
which we consider highly significant. They include a# merchandise
exeept Government stores and treasure. :

Value Duty Total

Orores. Ccrores. erores,

1920-21 .. 333 23 356
192122 .. 265 28 293
1922-23 .. 231 34 265
1923-2¢ .. 227 32 259

P 1924.25 .. 245 38 283
ST 192526 .. 226 38 ' 264
1926-27 .. 230 39 269
T 192728 .. 248 .39 287
1928-29 .. 252 41 298
1929-30 239 41 280

It cannpt be said that these figures contain any evidence of a steady
rise in purchasing power. Nor do the figures for our export trade
furnish any very great encouragement. For the last seven years the
volume of the export trade has remained at about pre-war level (see
table in paragraph 3), and the total value of exports has fallen from
349 erores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 311 in

1929-30.
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12. We have examinea the returns earefully to see if there are
any trades, particulariy trades of recent growth, which hold vut pro-
mise of continued and specially rapid inerease. Our revenue from
einematograph films is still only 5 lakhs annually and its growth has
been retarded by the increasing proportion of filns made in India.
The only promising trade of any magnitude is the trade in motor
vehicles, accessories, and fuel. Our revenue from these trades is dis-
played in the following statement :—
: (In takhs of Rupees.)

[ 1023-24. 11924-25. 11925-26. | 926-27. {1927-28. |1928-29. 11929.30.
Rs. Rs. Ras. Ra. Rs. Rs. Rss:
Motor* vehicles .. 78 85 118 123 112% 135 131
Pyres .. .. 29 28 46 39 30t 33 37
Petrol (excise) . 65 79 77 96 | 121 155 282
Petrol (customs) .. . .. RN .. S 16
Total (motor trades) 172 192 241 258 ! 263 323 466

i t

Less one-thizd of pet- ; '

rol duties credited i
to the road-fund .. .. .. . A 99
Net ..l .. | .. . L N 367
-

13. Changes mn the rates of duty, falling prices, and the erection
of assembly plants in Bombay tend to disguise the real growth of the
trades. The figures for tyres, moreover, are affected by the much
greater durability of tyres produced during the past three or four
years. The consumption of petrol is the fairest indication of the
growth of these trades.  The rate of duty was lowered from six annas
to four annas from 1925-26, and again raisetl to six snnas from 1929-
50. At the fovr anna rate the revenue from pefrol would have

cen—
Lakhs, Per entage
increaso,
1923-24 .. . .. 44 ,
1924-25 . . . 53 30
1925-26 . . . 7 15
1926-27 . o . 96 : 25
1927-28 . . o121 26
1928-29 . . .. 155 2R
1929-30 . .. o199 2R

* These figures are approximate, The Revenue Returns do not separate motor
vehicles and accessories assessable at 159, from other vehicle: and  accessories similarly
assessed. The Trade Returns, on the other hand, Iump tog=ther 2!l motor accessories
whether assessed at 159, or at 209,.

+ Duty reduced from 30 to 209,. .

. 1 Duty on pneumatic $yres reduced to 15%,. Previnas figures for pasumati: tyret
only.
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These figures suggest an increase of 28 per cent. in the petrol revenue
annually.

14, If we take the 1929-30 nett petrol revenue at 2 crores, the
figures for the next ten years at this rate of increase would be—

Lakhs.
1930-31 .. . .. .. 256
1931-32 .. . .. .. 328
1932-33 . .. .. .. 418
1933-34 - .. . .. .. 534
1934-35 . ) .. .. 680
1935-36 .. L .. .. 858 -
1936-37 .. . . .. 1,080
1937-38 . . . .. 1382
1938-39 .. .. . .. 1,770
1939-40 .. .. .. 2,260

t.e., plus 2,060

with half these amounts aceruing annually to the road fund. This
estimate is undoubtedly much too high ; we, therefore, give below an
estimate based on an annual increase of 15 per cent. If is, we suggest,
reasonable to take a percentage inerease each year rather than a fixed
amount, since the expenditure on roads will grow with the nett re-
venue.

Lakhs.
1930-31 . . . .. 230
1931-32 .. - .. .. 974
1932-33 . .. o .. 305
1933-34 . . . L. 347
193435 ... .. oL .. 398
1935-36 .. . . .. 458
1936-37 .. . . .. 529
1937-38 .. . . .. 605
1938-39 .. . L .. 695

1939-40 .. .. .. .. 800

B i.e., plus 600
15. Cars are imported partly in replacement of cars serapped.
If we assume that the proportion of vehicles imported to those scrap-
ped is conftant, the number imported in any year should be roughly
proportional to the increase in the petrol consumption, which again
is assumed to be proportional to the consumption in the previous year,
Tyre consumption should also be roughly propertional to petrol enn-

sumption, so that by 1939-40 we should be getting four times (131

37)»lakhs, i.e., an additional 504 lakhs which with the 600 lakhs om
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petrol give a total of 1,104 lakhs. Sir Walter Layton eredits DBurman
consumption with 25{215ths of the present petrol excise. Applymé
this figure, which appears reasonable, to the total that has been arrive

at z}zlbove, we obtain for India, excluding Burma, an inerease of 91
lakhs.

16. The above estimate is bascd en the very arbitrary assumption

. that we shall have an average annual increase of 15 per eent. in tho .

petrol consmmption. We have suggested reasons why @ percentag®
inerease is more Jikely than a fixed increase, but we may compare our
result with that of an annual fixed increase of 44 lakhs which repre&
sents the difference (at 4 annas a gallon) between the 1928-29, 8%
1929-30 receipts. This would give us in ten ycars an addim“al
revenue of 440 lakhs from petrol. A similar inercase of 220 per cent;
on cars and tyres would give us an additional 370 lakhs, 1.6, 2 total 06
?:l?hof which the share of India (excluding Burma) would be T
S.

. . 3 ) i ’
17. We have still to consider the kerosene duties. T he follow!"®
table shows the revenue for the past seven years :

.30.
— 1923.24. 1924-25.\1925-26.\1926-27. 1927-28. |1928-29- 1029

- I L e
Rs. Ras. Rs. \ Rs. Rs. Rs. ot
) . 1
Customs . w2| ual oy oae2| w| ¥
; i
Excise 05 08 98 f 105 97 92 /
A

B v
Total el IR S
oL \ 07| o1 \ 2| 207| 240 255

There has b 1most
$ been an aunual inere ‘ ; Kkhs, &

: . ase of a Jv 11 lakbs, e
all derived from customs revenue approximately credd

b i ¢ 1
i This is equivalent to 8% o in
n an \ . reveit g is equivi .
nual consumption of 7 million gallons or, say, m}moﬂs i

Britis . . a a1é
b‘é}:‘:@g hl‘gi& alone. The inerease in consumption in Brltmh g; o
34 mill 13-14, and 1928-20 was 51 million, gallons, &% Ve e, 5
lil'ﬂlioln lgoatﬁo anmually, A fair cstimate for the future would iz

ns per annum, and if it is decided eventual

to ¢4 e

the excis ly W
m:vei‘?l:g ii(l)ld customs rates of duty (say at 2 annas per'gauon) for
y ta million annas, i.e., 6] lakhs, as the average inere ,

the next ten e
18. To 33,1:::’ t'.e" bout 62 Takhs incrase by ]9.39’ 0.' cre i
arize, we suggest the following as likely 11 ssiﬁed o
/

eustoms reve : .
: nue, inely ' cla
eustoms revenue :— ling the twe exeises which are

: croves .
From kerosene Q.G
From motor — o + 9.8

g ax {l ! " ' 1 M WY iy
¥rom other sol\(llrolll“ A trades (inelnding pety ol) ail.
.2

10.4

Totnl

" q

// |

e

If the assumption made in paragraph 16 is given preference over that
in paragraph 15, the estimate will be reduced to 7.8 erores.

19. There remain to be considered the effects of extraneous in-
Auences on the revenue. The most important of these are—

(a) Scanty rainfall,

() Decreased purchasing power resulting from other forms of
taxation,

(c) Political unrest.

The motor and allied trades are among those least likely to suffer from
any of these influences, and we believe our estimate to be cautious
enough to provide for risks under the first two heads. The third head
must necessarily remain an unknown quantity. Our estimate for
kerosene also errs on the cautious side and may, we think, be accepted
as allowing for set-backs. Similarly, we shall not be unduly timid it
we assume no decrease under the customs revenues. Serious political
disturbances may, of course, completely upset these calculations, bat
they should not do so unless they are so scrious as to alter radicalty

the system of government for which these finaneial arrangements are
intended to provide.
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APPENDIX 11,

EXTRACT FROM A NOTE BY THE SENIOR MEMBER oF T1IE CHNTRAL BoOAR
OF REVENUE ON THE LOWERING OF THI TAXABIE MlNI\VLAi;M ANg
STEEPENING TITE GRADATION OF INCOME-TAX. S
4, I‘J()wm‘mg of  taxable mi'nimmn.~(Paragraph 267). 8

Xigtihﬁél‘fi;}? ?lllggoit(:;of(;mt Tlh(.l exemytion limits hoth {or il;lcmr.le Lal)f

or-te W, 2, and Rs. 60000, respective ave hic
and shqnld bc lowered, but hay made no spe]eiﬁ]():( ILE:()(HIZIZ . d(l;,'t?'m }}1gh

exemption limit for income-tax was raised to Rg 50()(11‘l dllé)élé m:(":

Rs. 1,000 in 1903, and Rs. 2,000 in 1919. T do not suppose that any.

lf{(:d}i (‘;g())ﬂ]dl fpy{)pose that the limit should be pla.eedI lgwer thayn

S. LUOL A1 at were proposed to lower the exemption limit. it 3
to me that it would be difficult to resis ! ich 1" “heen

;nade even un((%er lexisting conditions, t,h;tt 213);11;?1%& ;;1}:1;31}:1 }Il)?gli)sig

or wives and children. As the ‘laxaii i itte
obscrved, practically every taxpayer in ?1{11((1)11; isErIrlg),:lirgd Cﬁmmll‘;tge

England there is a large number of unmarried persons of v{)oiﬁeas 1‘11

who pay income-tax. With reference to Sir Walter Layton’ SQX?

gestion that the exemption limit for income-tax in India iix hirrsh suf,-
absence of any allowance for wives or children or for earned ?n;zotnllg
musi not be overlooked. As a matter of fact, for a married m‘llnv

even without children, the exemption limit in England (£22'\( i

higher than the exemption limit in India. The exempfioh limit(),»r(‘;

‘f?‘-wl in the draft Ceylon Ordinance, it is interesting to not(} i;

s. 2,400, and it provides for a personal allowance of Re. 9 000, an
allm\'u‘nce_of Rs. 1,000 cach for wife and family (whafevg : ;k,u ur
ber of chl.ldren), and an earned income allowance of 1]5thI of (:ch]éugll-
come, subject to a maximum allowance of Rs. 4,000, I presume that
the economic conditions in Ceylon are not so vel',y different %I‘Ohl thnwl
in India, though probably the general standard of wealth is 'high("*"”

- e el I 5 . . ) . N
0 s of 3 Sl st B s the sl lnit
e case. Jmgle person s swhat, higher in India than in
.m: and, the percentage taken as tax of the lower ineomes in Indi:
if 1 may rely on the tables at the end of the draft Ce; 1:)1111 O('é('l‘
nance, v.'lqch were prepared by an expert from SbmersJetyH l l
actua]ly hlgh_er—and a great deal higher——in the case o’é ea Ouile"h
comes in India than in the United Kingdom, even if f(;r the ur m-
of comparison wunmarried persons in the United Kingdom : purplOD%

The table shows the following pereentages :— J pelom are taken.

Income—all earned.

British Indi i i
{all class(?s)fa ((i;lz:;‘lbgplggogri()‘m .
Rs. Rs. A
Income Rs. 2,400 62.5 20 )
Income Rs. 2,500 65.16 28.33
Income Rs. 3,000 78.13 70'

A .
Even where the income is

all nnearned, the tex : .
S ‘arned, the tex on an in ‘
Rs. 2,400 for all elasses of ’ an income Of

assessees other than companies and ro-
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gistered fixms, is Rs. 62.5 in India against Rs. 60 for a single person
in the United Kingdom.

| . The objections to introducing allowances for wives and child-
ren ?n Tl}rlliha Jare obvious. -As already stated, they would be fad.
missible to the vast majority of individual tax-payers, and, therefore
very costly. Great difficulties would arise in applying such a system
to the Hindu undivided family. 1t would probably be necessary to
give it a higher exemption limit. There would be .much morg room
for fraud in connection with these allowances than in a country.wn;h
a highly developed system of registration of marriages and births.
To cheek such frauds, ‘¢ inquisitorial investigations’’ into the domestic
ffaiis of assessees would be necessary. These would cause much
work and intense friction. Tt 13 highly desirable to restrict the body
of disputable facts on which the Income-Tax Officer is required to
pronounce & decision, hut it would he quite unsafe in present cir-

" eumstances—in a large number of cases—to admit an assessee’s elaim

that he had a certain number of children without _pr(_)of, or to aceept
evidence on such a point without verification. This is pI:Oba_bly why
in the Ceylon Draft Ordinance a flat allowance for a family irrespee-
tive of its size was proposed. That would of eourse get over the diffi-
culty to some extent, but in a rather rough-and-ready manner.

7. Steepening the gradation  between Rs. 5,000 and
Rs. 1,00,000—(Paragraph 267 ). Sir Walter Layton says.that there
is considerable secope for the steepening of the progression of the
rate of tax on inecomes between Rs. 5,000 and Rs. 1,00,000. We
eriticized a similar proposal of the Taxation Enquiry Committee 1n
our note, dated 25th December 1925. We there pointed out the
objections to imposing additional taxation in the particular zone that
the Committee’s proposals affected, namely, that including incomes
between 15,000 and 29,999, at all events unless simultaneously an
allowance were introduced on account of earned income, since most
earned incomes (salaries and professional incomes) fall in that zone,
and incomes in that zone are mainly salaries or professional earnings.

8. At present the income-tax gradation stops at Rs. 39,999. All
incomes of Rs. 40,000 and over pay the maximum rate ; at present
one anna aund 7 pies in the rupee. Sir Walter Layton apparently
proposes both to steepen the present gradation from Rs. 5,000 to
Rs. 40,000 and also to continue this rising scale of rates up to a lakh.
The maximum rate of income-tax will thus be very much higher than

. at present and the present maximum will be reached somewhere be-

low Rs. 40,000. Simultaneously, the super-tax limit is to be lowered
to, say, Rs. 30,000 or even Rs. 40,000, but the rates of super-tax on
incomes excceding one lakh are not to be increased. There will, it
geems to me, be difficulties about companies and firms. If the maxi-
mum rate of income-tax, whatever it may be, is imposed on all com-
pandies and firms, there will be a large increase in the number of re-
funds owing to the extension of the gradation. If the maximum
rate is not so imposed, it would be necessary not only to give refunds
in some cases, but also to make supplementary assessments in others,
for example, on shareholders in companies, a most undesirable compli-
¢ation. On the other hand, it may not be thought desirable te impose
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APPENDIX IIL
EgMMATES ACCORDING T0 SIR WALTER LAYTON’S SCHRML,

Statement I.

Central Government,

Budget
1929-30 | 1929-30 | 1940.41
— (including [(excluding |(excluding
Burma). { Burma), | Burma).
€entral Revenue—
Customs B1-22 47:91 | 54-00(a) | (a) Growth ¢?
revenue +7-50
Loss of reve-
nre on fo-
reign liquor —1-50
Income-tax 18-60 14-75 14-00(b) | (b) Growth of
revenue +5:00
Transfer  to
provinces .. —6+00
Sali 6-38 6-00 :
Commorcial stamps . 2:00(c) | (¢) The estimate in
the body of the re-
Other taxes 1-1% 1-09 1-09 port is 1-50, but
the figure given in
the tahle on page 361
is +-2-00. '
Total taxes .. 75-36 69-75 71-09
Railwaye {net) 6-25 6-00 6-00
Opium (net) 2-35 2-35
Currency and miot 2-35 2-35 2-36
(net).
Tributes from Indian 14 14 4
States .
@ther receipts (net). . 1-17 1-17 1-32
" Ll
Total 88:22 82-36 81-50
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Budget
1929-30 | 1929-30 | 1940-41 .
—_— (including (excluding [(excluding
Burma). { Burma). Burma).
entral expenditure—
Defence (net) 556-10 52-160 ! 45-00(0) | (d) Saving of 7 orores
[ anticipated. Of
this 3 crorea will be
Debt charges (net) .. 12-14 10-14 ‘ 19-14 absorbed by the
] growth of civil ex-
Civil administration 1158 1620 | 13-00(d) | penditure.
(net). !
Loss on post office, ir- -39 39} 33
rigation, and foreats
«Cost of collection 3-32 312 3:12
Civil works (met) 2-41 2-41° 2-41
Pensions 278 248 | 248
Other  expenditure -52 -52 -52
(net).
Burplus from separa- 1-00
tion of Burma.
Surplus 4-50
Total 88-22 82-36 | 81-50

RA

&

23

Statement II.

Provincial Estimates : 1929-30.
. > . ; .
—_ g j.é % 5 'g, g" X g Total.
= |8 |8 || &M ]o | <
Revenus. .
Land revenue 6:21 512 |3-24 {710 |2-82]1-752-45] 1-24 | 29.03
Rxcise 554|389 | 2.25|1.37 | 1-30 [ 1-90 | 1-28 | .64 | 18-17
Stamps 256 | 177 {422 | 179 | 121 | 1-11] 75| .22 13-63
Registration ‘371 12 .41 ‘141 09 18] - 081 03| 1-42
Scheduled taxes 21 18 .39
Total taxes 14-68 Il-ll 1030 {10-40 | 542 | 4-94 | 4-56 | 2-13 | 63-54
Forests (net) -10 26 -14 -24 -04 -01 -16 -18 ] 1-13
Irrigation (net) +23 |— 42 (— 04| -09(3-09 (—05 {—-32 [—-01 | 2-21
Other sources 1-38 3I- 1811.0711-03 227} 621 43| -26]10-24
Total 16-39 |14-13 {11-11 {11-76 {10-82 | 5-52 | 4-83 | 2-56 : 77-12
Expenditure. - T
Land revenue and
general  adminis- :
tration .. 2:8312:97|1-91 12:46(1-59]|1-02}1-04 +50 | 14-32
Police 2:01 117912171175 122 85 62 +30 | 10-71
Jails and justice 1-33 ) 90 1.40)1-16|1.07| 62} <44 171 7.27
Debt 1-01 | 2.06 }—-01| -63 [—22] :02}|—05-—01| 3-43
Pensions 70 71} .so0} .64} -36f -30; -25{ -10| 3-86
Education 269 [ 2-11 | 1-.48 | 2-04 | 1-75} -92 | -59 ) -33}11-91
Medical and public
“health .. ..|{1.44! .91 |1.00} -68| -81 | -54{ -21} -22| 5-81
Agriculture and indus- .
tries . 66| -331 -411 54| -73| -28 23| 10| 3-28
Civil works 2.41 {164 | -08| 52|18 | -83| 87| 76| 9-85
Other 146 .90{ .96 66| 62| -49| -34| .23| 5-66
Total 16-54 |14-41 [11-19 [11-08 | 977 | 5-87 { 4-54 | 2:70 | 76-10
.
° Surplus +-68 |+1-05 +-29 +1:02
Deficit— .15 | —.28 [—-08 —35) .. {—14} ..
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APPENDIX V.

oREIGN 11QUOR (vide PARA. 291 OF Yyp RepoRT OF THE
InDIAN STATUTORY COMMISSION),

Sir Walter Layton’s proposal is that the Government of India
should levy an import duty of 30 per cent. ¢ yglorem on all foreign
liquors, and that it should be open to the PPoyinces to levy such ad i-
tional excises as they wish. The practic -implications of this, and
of similar proposals which involve handfng over the taxation of
foreign liquors to provincial governmelyy have been examined and
there appear, prima facie, to be a numtf. of obstacles in the way ©
any successful arrangement on these ligg,

Pury oN F

9. It is an essential feature of thg’ propos
governments should be free to adopt 3ny policy
to foreign liquor. At the outset, thefefore, the

»» should inelude. he

would have to decide what ¢ foreigh liquor . . )
main head ‘¢ Liquors ’’ in the tariff ch?des the following articles —

Average
. { ad vaéoreﬂ-
\ 3 incidenoce
Berial Articles. Rate of duty- Duty s | I que
¥ lakhs. O y
No. ( (1929-30).
o
’ %
24 22
1 | Ale and other fermented | 8 annas Per gallon
liquors. 7
1
2 | Denatured spirit 7} per cent. “
s b
8 | Perf iri .. | Rs. 36 per ullon9r1f5}‘r
erfumed spirits :em“ ghighevef is higher.
' . i 16 per
4 | Preparations containin, Ra. 30 per gallon or
sPiP;‘it not tested. & cent,, whichever 18 higher- 46
0
Ditto tested .+ Rs. 21-14-0 per proof gallon 2
or 16 per cent whichever
is higher. 12
. 189
& | All other sorts of spirit Ditto :
6 | Sparkling wines Ra. 9 per gallon " } 5 o %
7 | Other wines .. Ra, 4-8-0 per gallon )
/
264

Total -

IR

If the Government of India collected only are
op those classes on which the incidence cxceeds that figur

[J
. .ent. dut?
a 30 ver ¢4 qaty
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at the pr o - .
onld ]pe 'sent rates on other classes, the loss fo the central revenues
”~ " Lakhs.
1. Ale and ther fermented liquors .. .. Nil
9. Denatured’ SPT . .. .. Ni.
3. Perfumed gpirits . .. . 1
4. Preparations containing spirit .. .. 7
5. All other sorts of spirit B .. 138
6. Sparkling wine?
.o .. . 6
7. Other wines
Total .. 159

4. The above tables give 2 fairly clear idea of what we have te
deal with, but from the point of view of classification difficulties the
jmportant item: is No. 4. This item includes spirituous drugs and
medicaments, SpiTituous toilet and other preparations, and liquors
and cordials, but not ordinary spirits like whisky, gin ete., of Which‘
¢ obscuration *’ is small. Thes® ordinary potable spirits are assessed
under class 5, but the rate of duty on the two classes is the same in
order that the revenue under class 5 may be protected. Now, for
the purpose of the local excises class 5 (spirits), and liquors which
fall in class 4, are treated as foreign liquor, but spirituous drugs and
other preparations are not. No licences are required for thei%" sal

no vend fees are collected on them, and no permits are required fe’
their transport. The question at once arises : are they on th oo
hand to be treated as ¢ foreign liquor ’’ and subjected to pr y 0'1;13
excise dnties and restrictions, to the very great inconvenieneg 01‘57 l:hc "

who trade in them, or are they on the other hand to be excludgd frgix‘i
loeal excise cor}trol, and subjected merely to a central import

duty which, if it is lower than the local excise d
them a danger to the excise revenue ? . duty, may xender

5. Assuming that a solution could be found for this di
next objection that arises relates to the adminis:r;i}ilosndi)?egig ' ihe
rateg of daty, and possibly of different classifications of li Oer;nt
duty purposes, 1n different provinces. The process of asqu raent
to duty would be carried out in the province of consum tio;essm; g
would presumably be necessary for each province to est‘clx)blish’ on .
more bonded warehouses into which liquor could be brought n? or
clearance trom the custom house at the place of import T% iy t(lir
_necess1tate dn .the first place, complicated arrangements ‘for 1;lb oud
in b_qnd all over India, and suitable preventive arrangem :Sansport
be expensive and inconvenient. It might be possible?f etrlll eht
provinces to arrange with the maritime provinees forotrh 1e tlnland
oollect their duty for them ; but it would probably be d('afﬁa ‘;er 0
them to arrive at an agreehent, for rates of duty in ¢ ifficult for
and"the method of classification of-liquors might differ v;o provinces
a system of inland bonded warehouses of this nature v?(?;(ilgnfggy,
an

Q2
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a complete reorganization of :
present undertaken by the trag:ae basis on which disb“ﬂN;'{n is 8%

6. The prineipal wholes
maintain considerable stoakzleo %ieg}etrs at the grest ports 8t Phae
despatched at a moment’s notice t; y-paid liquors which ~calt Eié
In}?‘la' Under the new proposal the 133:{5 Oén ers iy different parts of
vdvu}c(;}‘ori]“tﬂ;mhq“‘gs}Were despatched wom?lvelr nent of the place to
oy o] , and the wholesale dealer would he v their own excise
would I ((1)("11 Government of the provinee of /o to obtain a retund
the inte‘l;:;roxfionng}lftth?r ‘dlﬁiculties and comdf original jmport. This
bond from Onn—i?l. F;nsvor’c was confined tdications. Moreover, i
vinee, dealers Jw] ‘ﬁ( bonded warehouse t liquor travelling under
orders f;orﬁ u)(m ) often find it imposs§ another in another pro-
transport t:roml -gg;m\t}:y customers owing 4le to im[ﬂcmeng urgent
: - » warchouse to anotherg i
warchouse in the provinee of arrival ,

n
7.. The daneer of smuggling from ¢
duty into cne wi rhor rate of duf
ne with a higher rate of du

hasizing. T N vinee Wi

Vgith i}l o ('-[ he exerse departments, of lm‘“tl(‘):)( obvious to need cma-

ik 118 Fll ficnlty in connection withd i-o:rsc already to deal
se 1 motor-ear traffic the danger,, ; ut with the

with forei i .  ountry-1iquor.; b
foreign liguor, and they would pro ,f‘}f:ﬂ(f beqvcry much greater

i im cxpensive staft all round the kably {ind it necessar

with T sh more tmportant, diff forders ol each provine®:

going int Dtates. 'I‘he present sitwualty would arise jn connection
¢ into an Indian State has alread:t10™: whereby al

ives ri . , e

%haisl_:iiento no particular trouble. ¥ paid Indian customs reventus
¢ o lian ¢

ue is merely a part of theit e .ISII:%(t:s :]11:;1: iir::) t;:lgngzrm

1 0 a °

ciistoms revenues and does not rai ¢
100 . Tais
T8 howere, Al ety on foncies 10t e A Do
States would have to obtai jquor were to B¢ provinelauasty
through onc or other of t obtain ‘tpeir supplies of foreign liquor
tainly raise the ver o 9. the maritim, rovinees and they would ecer-
duty which was gob;’nibltongest objectjons if they’ were required 0 pay
of letting States hav O}‘:’ ards provincial revenues. The alternative
an intolerable plositicne ;‘C eir liquovs free of duty would create
danger of smugglin fl 'or the provincial governments, owing to the
any arrangement bg r,(}m-ﬂ the States into the provinces. Nor, would
selves be ﬁélﬁisfactory which the States agreed to collect duty them-
in the different pm}\r"inoc‘:{;ng to the different rates of duty prevai} e
9. The X . '

culties withG&Yg rn:.n ent of India are discussing these practical diffi-
insuperable altorp ovineial governments, and, if they prove to

a Shoro in the 1:(‘na'uve method of giving the provineial governmenﬂ

'venue from foreign liquors will be considered.
-]

1 foreign liquor.

- yields jnrport duty amounting

229

APPENDIX V1. .

« gQBACCO (vide PARA. 272, Vou. I or THE REPORT OF THE
TAXATION OF . ~INDIAN STATUTORY COMMISSION ).

. > .vton’s proposal is for a central excise duty levied
Sir Walter Lid tobacco and credited to the provineial fund.

on tactory-producede recommendation regarding other means of
He makes no speciBé suggested by the Taxation Enquiry Com*

tagiing tobacco. Thos-
mittee were :— Tuty on factory tobaceo.

(i) An excise Cp fixed fee pased on the estimated outturn
(#¢) The levy ofwhcere elgars, cigarettes or pipe Or cigarette
of places marnmfactured by hand.

t q N . .
obaceo aregn( licences leading up to vend monopolies

(#1) A system of vareas. '
m speclﬁed ¥, be levied on factory tobacco must be
Clearly any excise duty lentral, but nothing would be gained bY
.u.n{to.rm and, .there?ore_, che fees to be levied on hand manufacture
insisting on uniformity in tyces. Such forms of taxation should
or in respect of vend licet purely provincial.
remain, as they are at presen’ _ ]
em of vend-fees, particularly if these

zi)A Well-or%amzed . s};:::t prove a gruitful source of provineial
zve}'e . ased gnthsiz eiZ’ alﬁ; g’; ot action deserving of further study,
a‘ﬁll:;:;.);ﬁ 8;11? must be realize‘d’ that sueh _fees would obviously have
10 be credited to the provinée of collection and, therefore, do mnot
exactly fit into Sir Walter 12 ton’s scheme. On the other hand,
the prospects of an excise on factory products are not as bright as
they appear at first sight. It Is true‘that, as stated by Sir Walter
Layton, the consumption of tobacco in the form of cigarettes has
grown rapidly. It 18 not equally true o sav that there has been a
similar growth in the consumption of pipe tobacco and cigars.
Such evidence as is available snggesty that these are being steadily
replaced by cigarettes. ‘

g. The annual production of cigarettes in India was estimated
by the Taxation Rnquiry Committee at about 4,500,000,000, and
the tobacco used in their production may be estimated at about
10,000,000 lbs. About half of this is imported tobacco which already

.0 o 75 lakhs per annum. Import duty

d on, the cigarette paper; which is all imported, and on
most of the tinplate and paper and card-board used for packing.
The Indian cigarette ipdustry is thus already paying some 80 lakhs
of duty annually. This Is equivalent 1o about Rs. 1-13-0 per
tbousand cigarettes. At Ppresent no definite information is available
: rices at which these cigarettes are sold, but we

as to the average b
pelieve it to be not much more than Rs. b per thousand, se that the

is also levie
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incidence of this taxation is, even now, probably more than half

that ¢! the duty on imporled eigarettes which averages about 60 por
cent. ad valorem,

_~
4. Even in°these cifeumstances the Indian s h‘“,
factor wm‘h

difficult to compete, in all except the very cheapest bfangls,
imported cigarettes, and the largest manufacturers in India ab()ut
a year ago decided to postpone indefinitely schemes for the extension
of their activities. It is fairly clear, therefore, thyt any inerease
in the taxation of the local product, to be remyzorytive, must be
accompanied by an increase in the import dutig’ hich at present
press most heavily on the cheapest brands im );ted. The problem,
therefore, resolves itself into a decision as to fhat further increase
our import duties ean bear without checkiné“ Luption to such
an extent as to reduce revenue. This questiQ CO]}?d% i‘urthel‘ inves-
tigation whieh will involve the collection ¢ ncc)}. more detailed
information than is at present at our diSP"t o ('{1 .mation which
will take time to collect. All that can bej)su.l' 1'n O;hc‘ moment 8
that Sir Walter Layton’s estimate is much+ said at d that a sum
of two crores is not too cautious an estimgtoo high an pable annual
revenue, after 10 years, from an excise dufe of the Provt
. Sy oon c}gﬂl'ettes.
5. These considerations raise the que . ) 0 order to
avoid a clash between provincial and ceStion ,,“heth(;[: l?t Owiu not
be convenient to include in the provineigntral interests, o of the
jmport duty on all articles subject to p! pool t}}e p‘;(z?:g' duty col-
lected for provincial purposes. Sir ¥ & central e3 “for obvious
reasons, contemplates this course in ?Vzlgfrof %}?gt::l,t tax, and it
may prove desirable to extend it to 0;:31; taxes of a similar nature.
6. The cheaper classes of cigaretﬁfs are sold in competition with
b;d@s whlchT;zm%mt ofvd‘me(‘i .countr;{r “obacco rolled in leaf instead
of paper. lere is a very large COUSWr stion of this form of tobacceo
which, formerly, was produced €Ctirely as o cottage industry.
Recently factories have been started in certain provinces. No
information is at present available as to their output, nor as to the
amount of tax that would have to be applied to factory-produced
bidis to protect adequately an excise duty on cigarettes. These

again are matters for which special and detailed enquiries will.

be necessary. It is, however, unlikely that revenue from this source
would contribute largely to the proposed tobacco excise. For the
smaller bidi factories where mechanical power is not employed it
has been suggested that revenue might be derived from a system
of manufacturing licences, -Such revenue would naturally be cre-
dited direct to the provinees in which it is eollected.

7. The provinces who have been consulted in the matter do not
as a whole favour special taxation of tobacco cultivation.

8. Whatever final conclusions may be reached as to the best
method of obtaining further revenne from tobacco, it is doubtful
whether anything can be done in this dirgetion in the near future.
An agitation against smoking, and in particular sgainst cigarette-
smoking, has heen a prominent feature of the recent volitical

A
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i 1 economic depres
£ India, and the genera : ¢
artzn?ent cons,iderable force. The 1‘mpor't duties
en the n};):st four months of the current hnz}nmal y;gar
1f the normal figure, and.any increase mt}tlaxta 1(:11;
are less than b2 are is likely to result 1n a set-back to the tra

3 t . . : .
at the pres::rti :11;111; prejudice the prospect of making it an ncreas
- 9ish may : ;

whitkeyree of revenué 1n the future.
ing St&‘

gituation in many p

1 has g1V
os tobacoo for the
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APPENDIX VII.

EXCISE DUTY ON MATCHES. -

/

£
(Vide paragraph 273, Vol. II of the report of the Indian S yiory
Commission.) ‘

Qir Walter Layton recommends an excise duty at ine rate of
the present import duty and considers that it should 3_{{3‘1 4 about 8
crores. This implies an annual consumption of 20 "'ni'on gross
of boxes. It was only at the beginning of the past d?ﬂ,ude that the
manufacture of matches in India began to supply [’“aa jreciable
proportion of the demand. Before the war the j‘m Il)l import
amounted to some 12 to 15 million gross, consistingv(t-‘m,ﬁ]a of British
and Swedish matches. During the war there were JROSEY imports
of inferior Japanese matches, and the highest fige™y large
about 18 million gross in the year 1915-16. No g the inferior
quality was largely responsible for the increased soubt 1t'0n
consumption is bound to react to any considerab}v‘O.nsmms)e1 in price,
and it would not be safe to rely on a consumpt™® inerea re than 15
million gross annually. aon of 100

2. An important factor which will militat - cess
of an excise duty of this nature is its almost inf .agalIlSt t}:)e ):;zlcrity.
Although, no doubt, there is specially heavy c bvitable unpf Imatches
among smokers, the bulk of the match cons _Sumptlor_} ° counted
for by other purposes, and the burden of th ption 18 2¢

4 . L 2, f the
tax will be fairly evenly distributed over the greater part 0

: S X bulk of the
population. Thus every objection that can be (f:h(ﬁzs been raised

against the salt tax can be raised with almost 8qual force against
a duty on matqhes. It is a tax, moreover, Wwhoge effects will be
much more strikingly apparent to the consumer than the effect of
a rise in the salt duty for reasons which will appear from what is
stated in the following paragraph. Further, it is a tax which can
be resisted mueh more successfully than the salt tax. Economy
in the use of matches can be practised in numerous ways and would

undoubtedly seriously affect the revenue if any agitation against
the tax took place, :

3. Sir Welter Layton endorses the view of the Taxation Enquiry

Committee that ‘‘ care should be taken to fix the tax at such a lével
as to absorb as far as possible (into the Exchequer) the whole of
the increase in price ’’. It is here that the difference in the general
standard of living between Indian and European countries makes
itself felt. In India a considerable proportion of the ateches
consumed are sold by the single box, and a further large proportion
in lots of three boxes. The present ordinary retail price is one pice

per box or two pice for three boxes. It has been calculated that

the maximum duty that could be imposed, without affecting the
price of single boxes is four annas per gross. Such a duty would
almost certainly have the effect of raising the retail price of three
boxes from two pice to three. Thus while the duty would only bring

are reached Wa#

it seems certaim®
agreements willy
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i If the duty were
: uld be universally .felt. )

in about 373 Iakh:il;; vagur annas, the retail price per box Svgguic:
at a higher rate to two pice, and unless the duty “erihral ed to
probably advanceRs 9.4.0 to Rs. 9.8-0 per gross boxes, fe gt cater
s figure of fXO% ~ in price would go 1nto the manpﬁaacll: 0
art of the mcreaswords there will clearly be great difficu yth}
pockets. In 'Otherf form with the condition that it sha}llnot ﬁrleo niar
makh}llgt}? t:Zrlljzm(lzlofac’curers when it is qp;;l}xled Itﬁaﬁxelstarctgﬁ x?e r??;llt uniyt
enrich BA¢ -+:oc whose price is the s 1
old retail 11 quantlt)lgsolxe:vedpthat the higher rate of duty, Vyhlllel{
i n(lia3;0 a retail price of two pice per box, is higher
the rate imposed In many Turopean eountries.

i hods by which a duty _of this kl_nd
. There ar’f dval‘al(‘);:: ﬁfgh(f)gvoui’ed by the Ta?(atl‘(‘)n Enq}llll‘,y’
be qo]lec e lication of a label in the form of a ‘‘ bandero
be broken before a box can be used. '.l‘here are obt?n}(l)us
g e'che way of applying this system tX lntl}portedal‘l’lea fi i%s,
hods are under consideration. nod_mr (éltates it
ossibility of manufacture Indian ,
Zﬁiit Otvlvl‘elll‘ bme ihgt pefore the tax can have any chance of suceess,
Sems oot tl‘hmre to be reached with the States.

1d correspoxn
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a
central Government is to gurrendér to the provinces
und to be in excess of it#

APPENDIX VIII, ing that the cent TIIEnt X e fo
! such portion of its revenu L to ;

1. The TERMINAL Taxms, ‘ requilgaments, it may be both convenient and justifiable to give up a

stitute a present  position.—Terminal : portion of railway revenues and even to increase the costs of trans-

in Indi ]fomparat“'ely 11nimp0rtanta taxes  at present portation in order to create a margin for surrender. The state ?““‘

authorita" aving been imposed in pl; factor  in Joeq] 1y con- ways in India are at preseut singularly free from taxation ; since

1e3. The Schedule Taxes 15 ace of oetroi by certaj Xation Pl they are neither burdened with heavy local rates nor assessed to

ules ain loeal ~ income-tax on their profits. On grounds of abstract principle, it

‘ raise railway rates to a height which

d railway capital

pPermit  the T,emi
egislative/ would not be improper to e b
rest on borrowe

Council of
Al o any provin .
authOI‘lZlng an ce to pass legislati i
y local authorit gislation imposiny |
i y to 1 ng an oetroj ra
: mpose such a tax. %&? ,;' would yield not only a fair in | _ dr o
but also a fair contribution to gencra taxation. ates must, how-
: ith due regard to their effects upon traffic ; and it
5 f transportation could

ever, be fixed W

is more than d

ow be raised to the heig

yout gerious results upon t

anercial concerm.

fects of the tax upon railway trafic.—Apart from the
there is ground for supposing

2d, similar ’
_Power may be exercised in th
. - e

oubtful whether the cost o
Wt contemplated by Sir Walter Layton
he working of the railway system as

¢ ban(‘“) 0O 1}[ (}UV(}['[]
q . b 1C. Sa Ct n S n as
01y ed 1 'll san 10 h& [¢] 0CCEo S]On b

h
ave been a number of examples of th
e

S re-

termiinal 1ax ; |
e X : but the am
constitutes ‘a relati ount of revenue
1vel nue raised } )
proximately 2 erores 3(’) fgmall proportion of the *t)y terminal taxes he t
In the shape of term{h 1 rupees now collected b Oltm sum of ap- 4, YQrrender of railway revenue, . Suppo;
. Sir Waltor 1. al taxes and octrof, Y local authorities fﬁ;ltlatlhsl pf(%slttlon of a px'.(l)v1n01ilatf?i:; ofI tth\fo;?itu}l;z IELgd etsir :1:;2
ds o ’ o N effects upon railway irafic. ]
ominal RSls—Sir Walter Tyt deleterioulq ort :ts (I))ppo«:(.-(l toylong, distance traffic by exempting
0365 2t ovons 0 lavour tax’. Unless, -however, it were exempted, its taxation
diversion of traffic from the railways

a terminal tax acerue
pe trusted to make
diverted, and by SO

peeed

As long as the pr

railway station i

stat in India. Thig t
. a

to the pogqfjocal authority that au

Yy ralway officials ; and it woul
thority may

sary, by a like i d be sup le
that' road by, [POSt on river-born plemented.” where ne

- e traffic i ¢ traffic. Sir eces- .
clz)lzgf,ol' }tht}il rallway tra?i‘i: Otto arteqlzllﬁesent a suﬂicien‘g;ltse;‘ igonmders g;lr‘;:et to a ¥ attempt to collect on traffic SO by 3
AN it is i : ire si us _com- e 8o R el e

octroi and Eé'r it is intended to Superimlmﬂar treatment, Tt i3 nm doin, rt oRourage gfhverswn. If the tax becamzi{ _provnslpl L o
absorb the ] t;nlnal taxes already leviggse t:Jhe new tax upon ;1?: in%gti‘i’o disdsuch_ efforts would be largely lacking. 1t1.nu1 ly,
. atter 1 . By . e to s . . and partic ar y
ministrative arr%ng; Ir:g;ltsAl;)sorpplon would og’viofl(;?al fbo(_“,es or to there would, lr;aihebgasi e(;ft e%o%%spg?g;fi%iegyol"fw:xl;ading pa ticularl
i concurned oy © neceanty ‘of ta);: eo: n(;ry qI;o wvoild tend to create a diversion of traffic. In
fand thif, i imilar diversion to coasting

inces, there might be simllar ) oasti
i of freight rates 18 2 seientifie

eompensatin ¢
g the authorities concerned forOItve the necessity  of ;
waritime prod

he resulti
clined to regar : . csulting loss of
gard the proposed tax as a Doty Sir Walter is not in- or other vessck-
of local "5, and ns, the results upon traffic might be serlgus.
"to 1 i to dec-
re to avoid n would Opel"ate
o an 1 distributing centres.

; he supports i
it as a t
emporary measure, suitsd to of
Finally, the des\; o ion
o and from the presen oc
n may be suil-

& S [)I esen I. Stage f ecoll()]nlc (le V e]()l)lllellt.
f!‘afﬁ(.

3. General eff
ect of th
ever shape the pr e tax upon Railw )
; ’ s ay PFinance— .
would amou p o‘Dosed tax were levi . ~lhance. -In what. bo @
nt to a surcharge . ed, it is quite clear that it 5. General oonclusions.-—-The general position
med up by stating that, if the central Government is to slurrzndg
’ evenue as may be surpius ofi

e surrender of
The possibility
of transportation

So far as rai
@ ail-borne {r . upon the cos
e {raffie is conecerned, it WomslfidOf tra’.“l”ortation. ) - to th g )
constitute a sub- he provinces such part of its T
' Tequirements, there is no theoretical objection to th
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m 9
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the revenues of
; the var;
diately im . various  provi
posed, it would provinees. Ineid ‘ ]
w5 freight rate opcrate to prey identally, if imme. .
phasizes in anotsﬂes'he urgent need of whi e}?t the reduction of fares of creating a railway surplus by the enhancement of t
ete.. carried f r part of his report X Sir Walter Layton charges would. howev -aquire careful ‘vestigation before it
or railway purposes Woul'd b ssuming that stores fﬁ?{ couldebe held to b(é“ezzzi’]is]hé% ire carel e cstigatios el
s ’ method of effecti . ¢ é > by e
ecting such a surrender which is prop
disastrous effects upon the
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tion. It is notma ¥ 15 per cent, to 1} would involve g y

: suggest - 'O 1he prese . n addi- v ; .
agamst the impositigf Ofedth that  this jg 4 e:gni(])?t-()f transporta- g:(l,lslme of traffic borne by the railways 1 Sir
pressed by company-owneq Znt;x; though it Wom:;l:;e ba;'gument& . Waltsermﬂ'enzles. Tt has been suggested, as an al:;mat};vzoltlgct 4
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guthorities und ;
finances by reli er their control ‘
1 evin ol. Th
tain cash t'Ontributig the b}ldgets of thelslo would assist provinei
This proposal migil(tms which they now mcﬁl Governm*%ntsozincml
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by rail ; and fouj’ggmmmately equ:let;ve control over
fhe railway S\,’Stem‘ .,V, that the pro"incg i\/01.ume to
%lgods only, could n’otooﬂmt. the tax, if ismsnuated - th
a %not without force ’ 'jr‘)}frat;c as a trausit dposed uE, ] ot
o3 there is reason 6 ho e circumstances of t;llt y. The " jimported
i‘;g}lﬁ et&‘X_e&might ()p('r"yj ;(ha.t a proper u'rﬂizalt?opl‘o‘f’iné_’e arguments
. vithin its b 3. .0 1ncreas / n of th,
t . . orders. Th ¢, rathe im,
results glftalbhwmch it afii" question reguti};gs fd lrn:"; ‘“igﬁoc::g:"zf’
sue inVest' ) it l'()p()sed u h ! M
igation, the questitgnu;%ef}tlal("-“ %‘exllrgi]xexsgh%:
ether the ta 1
, x should

be im
posed u
traf pon export
Wffic may be regardedtef goods as well as up
5 open on imp
. orts and local

rler to
freby in-
) thirdly,
river-borne
Jaat carrie

7. Bihar
also ha and Orissa.--The
s 1ve represented their lih(,_ Government
fssa?n 111)‘“‘I>0ses. In th{s c( esire to impose te(;-f Bihar and Orissa
A ave no applicabili ase, the YO minal tax $RE
not v plicab . spec . eg for pro-
Ogge?szo:lme? levied by 1;101;1}’ . ‘&ﬂloug}? itl?; tcr(:;lsk(;lel‘atiOns urgedp]l:)y
s to the t authorities i e that such ]
ca . axes rities 1n . ch taxes
se. Their devclopmeist aqu rovincial img:)itpmvmce' The annc(;‘;?
as a source of l.nu?]li'gi;plphcable in this
al revenue must

be gover
f ned hv the :
tion, for Indin as a \I*)h}:]? which may be ad
. '+ adopted, in thi
, § connoe-

8. The i
taxati maintenance i
cun 1;t°n Py local authorit?cfa toruinal taxes us i ..
finanei present he authoris ?1._AS already ex 1a'leg1tlma‘te e
July 13?: local bodies W};e by 2 local le i {) v 1 o
suly 1 17. o oan 1,)(\ ]“e_r.eyeyj an octroi g ‘: ature, as a methodA o
matie;.nfl‘} cach case (l)l"/txllm(‘m ther '10(5;11&?“-1“ forpe s ﬁt‘
i mmidm‘aﬁ(i e ooy 8 @ eas with the speeie
om whether this 71)1():’;;'11 I e 8¢ i;
s sition should be :
sterec

typed und

. er th

att o e new consti .

thain:::.;\hof the G"V(’;g?ﬁgtlftmlfm]’ and the questi

. i X nt of Indi » question i .

tavntion er a terminal tax nor Tndia. Tt hay 10311 ll)s engaging th
. r an octroi conqtituteﬂ}g eeg recopmLe

§ s an ideal form ¢

7 )

e are special, .

yen where it escapes this charactel, offers
: ue, and srequently
restriet trade. hand, indirect

bt o least ppopular form ©
public 5 a t by direet
e a matter.of. '

The P s Wi

er, either termina
of local taxation, it
ell—deﬁned

possibility
will trenc upon 2 central source of reve-
in such cases S ould not bhe }elxercise with
: : .. . 0 ocal aut orities to tax
un}we mg«ldltyo"' 1ment jtself mus {imited ; thirdly,
im ition of taxation which

ns undertaken by the centra
: the third ot

dum rela ntf ovineial go{vernmen s
. r o
%,gean?;gn e for the Indian Statutory Commission.
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. _ APPENDIX IX.

MEMORANDUM BY THE GOVERNMEN
DATED THE 1ltH Jury 1930,
SEPARATION OF BURMA.

gNognI;mA, FIN_ANCE DePARTMENT
FINANCIAL ASPECTS op Tk

————

L—Effect on revenue and exp P

enditure of th
ment of India B e Govern-

I1—Effect on currency arrangements B e

R
IIT.—Miscellaneous .. .. 3 -~
AnNexvre I—Effect on Government

trom duty on silver,

{
AnNEXURE 11.—Memorandum on ’

. paragraphs 6—9 of
A d Sl
re};}gsﬁ 1Ix to Part VIIT of the Commlssmn’s

of India revenue

L—Effect of separation on the
’ revenue and e /i
Government of Indig. zpenditure of the

In paragraph 222 ef their report the Commission say :—

‘ Though the actual settlement between the two countries must ‘>
be determined by subsequent negotiations, we are here
concerned to note and endorse Sir Walter o Layton’s

general conclusion that separation could fairly be effect-

ed in such a way as to do no financial injury to either
country and to leave Burma with adequate resources for
her bresent needs and a balance for development pur-

poses 1n excess of that which she obtains to-day »’ P

The conelusions arrived at by Sir i
assumptions mas b i, v Sir Walter Layton, and the various

graphs are examined in the following para-

2. In paragraph 3 of the a i
. ppendix B ’ gl
defence has been put at 3 crores, gnd i hagmzz : a(;(;l&&;l@lauttl}(lm }tlo
whole amount of this contribution will be a deduct; > at the
military expendit uction from India’s

ure. The amount taken seem
LY : 8
ally it is only a rough estimate and the actual creasgnable, but natur.

be very different Moreover, it is
y . , 1t i
g 4 o o 1t 18 not certain tha:t the wh

. contemplated { -

on’s report are m temp in para

g‘ehe I‘Btu.rma gl}px}r]ernment in para%raph 16 3;‘1 e‘;htgl Irsnzv Il be the casr.

; paration which they prepared for the Commission mgza{xﬁium on

wiion for defence at 123 lakhg, i.e., Toughly the actul;l expzlf(({)il:tl;:
) N L (l \
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i i the estimate of the Burma Govern-
'ntuigu':g: c}olxx;' %1111?112 is %l()tasz:f%)}l,é that Sir Walter Layton’s estlmat.e
1 prove to b,e too high. In any case the figure Olf 3 t%rog:scois.
yblematical, and the poss1b111'gy of a lower figure has t0 2% Indin
aplated in considering the effect on the Governmen
ances.

3. In paragraph 4 of the appendixr Sir Wal'ter Layto_n tg;::
rma’s share of India’s debt at 30 to 35 crores with a net ﬁthing
d sinking fund charge of apprf)mma‘gely 9 crores a y:zr. ring
said about the capital ‘expenditure in Burma, e.g%;',r en‘fl tI})lat R
arge of the Burma railways, the idea belpg apparently o e
irma Government would take over the ca;gltal comm_ltmeln 0 fhe

ent of India in Burma on terms which would involve no Logs
)‘I’;I;{li{an. The Burma Government in tl}elr memorandt}m on sep
a put Burma’s share of the unprofdlllgtzlvle l?l?:ttOfc{)I::;‘aiziezris?gl:s
« -assumed an annual payment o a 0 terest and
R again, the figure of 2 crores is prob’em
id «"fu(il c'}h%hzzgsgisﬁilig?eoﬂs’a lgower ﬁgurg has to be contemplated.
akingfol -

. . he followin:
ical ag the revenue side, Sir Walter Layton malkes the g

Tndo-Burmese trade will become subject to exislting cu¥
" toms duties with certain exceptions noted below.

; i i rted from
i i1l impose a duty on kerosene 1MpO
l;%la W;uatl tllx)e same rate as on kerosene imported frfc)m
(d) ~»:'0t1;1reI;‘1 countries, and an import duty 0fﬁ4 ann.ai OI;f m: (‘))11‘E
irit imi , he financial effec

t imported from Burma. (T >

h:ﬁglis W(E))rked out on 1928-29 ‘ﬁgures but agovx;apcet ﬁ:
ina‘de for the reduction effected In the last budget In 1

timport duty on kerosene at the end of paragraph 10.)

é\:rma will repeal protective import duties now in force.
c)

. . 2 . t
il i sting export duty on rice Senl
Blrma will lmrll‘)}?:eﬁﬂ:ler: }gf 60g lakhs given in paragraph
? ‘:9 indiacli. be( reducgd to 45 lakhs on account of the re-
Sc’c(i)(?n in export duty ir;O tile'/tl?St (l))sl;(ilbglit.t )hat he tarift
‘ i re reasonable, but 1t 18 DOSSY-
These assu#g;lezl;s EIlndia and Burma will beddlfferent and that
arrargements bé ay suffer more than is estimated. tas to be
T O o, \te the picture one further assgmtptlglfl 4a:nnas an
d5. T: c&ln;gl;\ndia would iml])gossmzn nXE(I)llétx N 1% yI o his memo-
made, 2., . : ted from Burma. !
s oo e L omment of Il vt
randum shows t , ractically una .
from duties on s11v§§1§1(1)}b;°£f very little from an import duty or an
ment of Burma W : N
excise duty 00 SV o yalter Layton about the loss g6 HIS
& Not}nng b stl and telegraph ’% Burmz{ii. it on the working of
working of the PO hg per anpum and the deh mwould be decreased
would be abou'ﬁ,[f"(')lfa khfd?a posts and ;erl(;fr:agl;avs the anmual gain
nit o AR .
-il;e fz‘gg;g;inding amount.,n‘%z ;%%ut 50 1akhs as against 25 lakhs
3 i

to the Burma Government w

(
(
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asstmed by Sir Walter Layton. The railway re d
ment of India would also a eorresponding axyl;ouzin%:i k‘t_sqm“ ing that
the I?resent arrangements for contributions fror;l raif -'ummg that
remained unchanged, the effect on general revenues o venues
Torae. would not he

7. From paragraph 11 of the ix it i

Walter La,ytm} realizes that his asst?rgg:ir:)%l: nl]ta lslczlca_l.', that
mark, for he indicates that India may lose by tie ),L ‘Mde. of
these circumstances the Finance Department conside s eliarat.lon_ in
- not be safe to accept at present the Commission’s ﬁnd? bt 1t vould

tion could fairly be effected in such a way as to do no fl'lg that Separa-
to Indla: They would, ‘however, go so far as tg sa tllr:a nelal Injury
could fairly be effected in such a way that the revey b o paration
would not be of sufficient magnitude to make T o to India
Importance in considering the pros and cons of sepapati ’
fairly clear that a special committee will have to b Pomuon. It
out the details of the financial settlement ¢ appointed to \F}

Sir
the

8. The Finance Depar y
. 2 Department accept the vi y
¢ Tinane * views of the (!
on Burma’s OI“Ldlt in the event of separation given i 1'1;0 .
of paragraph 222 of the report. . e s
IL—Efec parats
Effect of separation on currency arrangeme

9. If Burma is separated from India, the adoption

eurrency system by Burma has to be ’ i s
. as > contemplated. Th differett
of Burma might adopt one of the three following coursee Governme

(a) They might retain the Government of Tudia

the same way as Ira
q up to the pres
Government of India currency. {)n vei:*lfv

se
trade connectio e
: n between Burma and Indof the

1.act that the people of Burma are accustodits and tile
f}lpee eurrency, there would be a good de'xi ned to  the
I;awour of this course. Tt ig possible hm,;/
w;}lil‘crﬁa Golvlerbnment will favour s cun tem

would be semi-deper rency SYySie
pendent on the T dian curren_cy

System as suggested in (
55 O b -
dependent of the Indian cul)'rely)lil;v:ygfe ompletely- 1R

b) Th - '
(b) The Government of Burma might adopt / system sfmilar

to that of Ceylon which is bri is t
monetary unit andWhlch is briefly that/ the rupee is the

India, namely,
1ts own note isg

wnformation j i :
by the Ch ;11 01181 not available regarding ihe reserves kept

G’OVernment aeai . . but
t ve } gainst this note 1ssue,
r}:l% ezgs&:nv(; 18 5resumably composed partly Oﬁ silver
India, thou, I;Iarﬂy of sceurities of the Government of
Gover’nmentg‘ lere may be securities of the Ceylon
a definite brea‘{: addition. Such a system would avoid
as the stand dwm} the past, and would retain the rupee
siderapt dard coin—a point ghich might be of con-
importanee, especially in the backward tracts°

1s. 6d., but the Ceylon Government has

it a factor of great, s

its exchange valye'js the same as 12 .

ue and its own subsidiary coin. Definite -
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It would also avoid exchange fluctuations belween
Burma and India and would, therefore, tend to facilitate
trade.

(e} The currency system of Burma might be completely
separated from the eurrency system of India, and
although it is probable that the Government of Burma
would have a coin corresponding to the rupee as the
monetary nnit, and that the exchange value of the
monetary unit would be 1s. 6d., the Government of
Burma or a bank to whom they might entrust the work
would be responsible for maintaining the exchange value
of the monetary unit quite independently of the Govern-
ment of India.

). If either of the alternatives in paragraphs 9 (b) and 9 (e)
& 'opted, Indian currency now in eireulation in Burma would be
: {.kl)y currency issued under the anthority of the Burma Govern.
were adty- would have to be repatriated. The arrangements for
replaced ation would depend on the system adopted by the Govern-
Hlllent an.% 'ma, and it iy necessary to examine briefly what these
this repatriy .n
ot (I))f Bwshould be.
arrangemenigystem on the lines indicated in paragraph 9 (b) above
11. If %; all the subsidiary coin and the notes now 1n ‘elreula-
were adopten? would be replaced by new subsidiary com .and new
tion in Bur specisl arrangenients were made, these subsidiary coin
notes. If ncld be shipped to Tudia, avd full currency value could be
and notes cothem. Such a procedure would not be fair to India for
obtained for iven below. As there are essential_@iﬁerences.in‘thc
the reasons gding the subsidiary coin and the position regarding the
position regar be dealt with separately :—
notes, they wil , . _
idiary coin.—As the profit on the issue of.mcke.l and
(a) Sulhper eoin is taken to revenue In the year in W_hlch it
eOkssued, the profit on the nickel and copper €oin 1O
is Jirenlation in Burma has already been credited to
trﬁe'revenues of the Government of India and hags bees
se for the common purposes of Ipdla and Burm?.
The brofit on the coinage of small silver eomn 18 dea}?
with in the same way as the profit on the comage ©
gilver rupees. In paragraph 12 (a) below it is shown
that no profit has ac_crued to the Governme®® o{f I}rlxd.rz;
on the coinage of silver apart from sums that have
already been taken to revenue. Tt would be Il.r-l.f}%r.m
e _ India if the Government of Burma were to withdraw
subsidiary coin from circulation, obtain its full .ctn'-
rency value from the Go've.rnment' of India, ap(%l 1s§ue
in its place a fresh subsidiary coinage on which t ey
would make a large profit, w!ule the Government of
India would” lose a corresponding amount on the sub-
sidiary coin withdrawn from ecirculation. The most,
therefore, that the Government of Burma would be en-
titled to demand from the Government of India would
be that the Government of India should supply to the
' 13
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12, If the Government of B
dependent currency system on t

above,
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Government of B i ‘
; urma new subsidiar i
" * > 59 3 ] 1 1 c()l i X
Lhaimge for _th(, subsidiary coinage wit dra.v?:‘gt('lrolxlxl cc'x.
1 -
5:)111?3132‘;'} ‘I.nh‘ot;,her words, the Government of Byr n
¢ er have their new subsidiary coinage e‘(ecutu 1(11,
at a Government of India mint free of char e, .
could demand the bullion value of t Sy Shay

. N he subsidiay .
age withdrawn from circulati s Sidiary coin-
ing it. 10n plus the cost of resoin-

(b) Notes—As the profit on the note ;
ote issue iy oo
the Gf)vernment of Burma vﬁoﬁ;(liwbl; 1;‘5&1111'(11'11@ ttem,
fne(lllt lilm' the full exchange value of the notes :e tto oo
and the mam question to be settled woulg | pi e,
which this payment should take, e the form

reserve maintained by Burmg woulASsuming that Ll

anq seeurities of the Government. 0
a simple matter to make paymen‘t i
proportion whieh might be desire
were ggCIded that a part of the res
:gltm)tles of the Government of Burma, then /to this €X-
tent hz;yr‘r}er‘lt for notes repatriated mig7ht take the form
me;lt ff:lcase n the amount of the debt of/the Govern-
- of Burma to the Government of India.
urma were to adopt Jetely in-
he lines indieated i¥1)1 [?mc' Ignl‘if)tph 9y(c)

d _consist of rypfees
t India, it wou)d be
in these formgs in the
d by Burmg. If it
erve should ¥e held 1

rupees would have to be

. : repatriated in addition | sidi

cein and notes. The o ) addition ‘to Subbldlal‘y
position r T 9 L0

be the same as that indicate dl§§ardlng the subs1d1ary€bcom wou

and notes are dealt with below :—

paragraph 11 (a) afyove ; rupees

(@) Silver rupees.—The i i i
which has ace Ldprf?ﬁt on the colnage gf silver coil
was eqta}‘)lisllzcblmli3 :)mce the gold exch nge standard

s established, has been credited to th tandar
reserve. During the last fe ® gold st
- Du , st few. years the t on the
gold standard reserve ha eznteres
) serve has been , ue
and in so far as the interest on t%\ae}( ™ i ftandard

reserv . : gold standal_‘d
eserve has heen taken to revenue, Burf‘fm has already

i};?;gde":) fthtei advantages obtained from the profits on the
thouggh we hle rupees. The present position is that al-
obtained f 1ave ineurred large losses on the sale of gilver
bee( 1 {‘(b rom melted coin and thes} losses have not
of Itlh(tt (l)ﬁd ‘t“ the gold standard reserve, the amount
the dif’f"eg e( standard reserve is not sufficient to ‘cover
the difference hotween the bullion value and the exchangs
P ]ul, §1 ver held in the paper currency reserve.
Deetive i:‘«“smndurd reserve does not cover our Pros-
itl)!;rt ’ ﬁ,:m” on the sale of silver, it may-be said that
ready ere d!? lmf(‘rest on the gold standard reserve al-
coinage of Isipi(r xt-() revenue no profit has accrued from the
The most '“\(‘1, and that a loss will probably eventuate,
woﬁ]d }; o o lef(.]m‘ that the (iovernment of Burma
Tndia w(:) 'ﬂtltled to dom.imd from the Government . of
draws F-“( be the bullion value of the rupees with-

A rom circulation and repatriated plus the cost
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of coinage of the currency which would replace these
rupees. .

" (b) Notes—Although Burma would be entitled to payment
for the full exchange value of repatriated Government
of India notes, there would clearly have to be made a
definite arrangement as to the form in which this pay-
ment should be made. Otherwise the Burma Govern-
ment might ship these notes to India, buy sterling with
them and obtain full sterling cover for their new note
issue at the expense of the sterling reserves of the
Qovernment of India. A fair arrangement would seem
to be that the Burma Government should be paid in

- sterling an amount which would bear the same propor-
tion to the total amount payable as the sterling and
gold reserves of the Government of India .(including
the gold standard reserve) bear to the total note issue of
the Government of India. Such an arrangement would
give the Burma Government the same proportionate
sterling cover for their note issue as was held by inc
Government of India, and as there would be a reduction
in the Government of India note issue corresponding 10
the amount of the new Burma Government issue, the
Government of India’s holding of gold and gold
securities would not be proportionately diminished. The -
remainder of the amount due to the Burma Governmeut
might be paid partly in the form of silver if the Burma
Government desired to have silver, and if not, wholly in
the form of a reduction of the amount of the debt of the

. Government of Burma to the Government of India.

13. From the above brief outline it is clear that one of the condi-
tions of the separation of Burma from India should be an arrange-
ment which would safeguard the interests of India in the event of
Burma adopting a new currency system. It is not easy to devise a
formula which could be included in the legislation which will pre-
sumably deal with the separation of Burma, but a safeguarding c<lause
on the following lines might be sufficient —

¢ I the Government of Burma adopts a new currency system,
payment by the Government of India to the Govern-
ment of Burma for Indian currency withdrawn from
cireulation in Burma and repatriated to India shall be
Jimited to an amount which will represent the cost to
the Government of Burma of replacing the currenecy
withdrawn from circulation and shall be made in such
a manner that the gold and sterling reserves of the
Government of India would mnot be proportionately

. weakened.”’

. - Presumably, the Act would name some authority, probably the
British Government. as the authority to decide differences between the
Government of India and the Government of Burma which might
arise In carrying out the provisions of the Aect, and this authority
would have to be the anthority to decide the extent and the form of

r2
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payments to be made by the Gov . oly, It might be said that the depositors
of Burma for curreney re Dutrim:ﬁmment of India to the Government seing redu ed accOE‘flggn};)lain of guch a trz}nsfer, because their de-
14. Tn the abov o yould have reaso oferred from an institution backed by the credit
0 14. Iu th ¢ above puragraphs the assumpti o08its would be tran ¢ India to an institution backed ouly by the
e currency arrangements in India remy ption has been made that s the t of 7% Burma. This difficnlty could be got over
event of.b‘the Government of India note hfl,n as at present. In the ;redit of the Gos men{ive come time in advance that their deposits
gﬁiﬁ: b":nk issut‘ before a new eurl-enclyﬁsgf’Stb cing replaced by a by giving ep Sltt? o :do co that they would have an opportunity of
special arrangements regardi system is introduced in o transterfeo e 1o 0
to be made at the t; gements regarding Burma woul obe were 10 5 i¢ they desired to 0 50
bank. Whatever (fg:'lfer(igyhi?géllg over the note issélc 1‘:;();)1(:1{)13,(351«1;1\':’72‘ withdrang th;m fund deposits —presumably, the provident fund
Burm s 'y system might ¢ ¢ adomnt . ' viden t Government and an
sepat :{i(ﬁlre\igr‘na{l%ly no change would tt;e magznml}ly ,be ddf)pted by ('t) ;Zgnging o officers of zhsvhligcllllmxrigy pe transferred to th);,
and Indian 'C;ifr’l eCteAl. During this period the Iln(lliabor?je oy afgﬂ; ' depos sof the cen Gmigmglentaken over by the Government of
age an Currency Act icers ¢ e ¢ s
ge Act would have to apply to Burma. y 4 %fggma Gov nmld als?(;gke over the incidental hablfhtles. Tlae 1;cotal
I11.—Miscellancous - Burm® ° Wozits wou presumably deduefteId d'mm the debt of
15. Some of the more i LOUS. ount of dep0stts 1 rma t0 the Government ol india.
a1y o e e 1mports NP . . . nme: . . .
Rzlx);lljtmwt will have to consi dlerl iltflgt (!l‘l(jtl(?nb which the Jinance the Gover its—AL resent all deposits rg{:elved’ n Burbx?a
a India, are dealt with below is decided to separate Burma g) Other aep osl e of the Government of India. Presumably,
(1) Ways and ' o taken into th ba ail would take over these deposits with the mnel-
\gould arrange?u117)?}?:si;—ll)2e.51‘;n‘§bly , the Burma Government :he Burmé 1(.3;- Se
usiness rla . i : ahil1ties. : .
of S’rl}ls(t&(j 0)nr fnuch the same lines as thea;)lzl:nl«(:) fnol\;iuzlod dt o conduct their dental liab! . ensio'h f ””ds‘/Presumablly;'gfﬁc:: S&fﬁéﬁﬁi ‘?(fl (tlﬁg
over éont(“\(;rm".mnt of India. The Durma (10vcr]1lnuc‘CS the busincs” (M Fa’mdy(‘}overnment WQ‘ﬂ_d notlbg etlﬁ’; Geovernment of Tndia
ment of ll‘:tlif:j%ltig\exlgeigu?(: 1work at treasuries, Wi‘xl:;;t t?:,((zm(l}%vfi};f the Iiewpglgfgl& nds BOW d ‘:,I(),;Sf erftartysimilar funds of their own’.
< A robably arr: . RSN ’ CrIk- i! ma St oyl
as long as Burma used Indian cill'll(l,llii( to maintain currency chests * {,?:?ty Governme g (ffhgve to be made to transier ofﬁce;s’ dsubsfcrtl}y:
(2) Government of Indi v ' ' Arrangemer onr sment of India funds to the I;ew 1:}111 sGo e
a consider ble winent of Indiu securities held tn Bur 2 from the Governt p~obably a contribution rom the Govern-
able volume of Government of Indi: {'lft._At present thllS‘ on of Burma wi riod during which the officer was in the
ia sceurities are held in Governme™ .. er the P€ : Here, again, the total amount

Burina, and interest i
st is payable at any treasury i 3
in B n et ’
y urma. Clearly, ment 0 L e Gxovm'nment :n reduction of the debt (-)f the Govern-

it 1s desirable that Burma h
X olders of G . .
at the & burm Yovernment of I iti i !
ing the liIrI;:egiszhe bteﬁ)drahon should have the same i(’acillilt(il;: ?e(?u(;' iy e e coul t?;(:x?ernme“ of Indi.
ing the interest as they now have, and it would bo desirabl o arrange apa ° o trade in Burme is conducted oy
vernment of Burma for the contin sirable to arrange el saz—MO of the PIol " resent assessed to tax either
2'0 anyt.rate fs regards securities held in Bu‘:gxnce 3 tt}these facilities, nlflomgi‘g“.‘ u are_aeolr)ne from their operations in
eparation, though it will probabl b he time of the ian © " n the uble '
tra!1§fers From Bl to B\Iu-ma, :gl }})ec (\}mdesxrable to allow further 'Ind;\ll rma OF in aestion of double jncome-tax will, therefore, be
be given a eommission on the amount of iOVternment. of Burma could h countries- 'T y %nnce- i
@) Post off : f interest paid. b‘f?t o ns'derable qmpor jtions on which the @overnment of India’s
{ st office cash certificates — i ¢ ondit iy overpment of
]tghe issue of Government of Iﬁdiqes'po?tn oﬁggrat‘%“’ l)t{'gsumably (9) Staﬁa in Bl(:rma will be t_akfiltlatsiv er by the
urma would eease, @ ., Government cash certificates in loy? fed 00 X% '
B ; P(')lwlr; mﬂgth}gl ()E}er?r m;ent of };,‘urma would issue certi- _ntafmf;mg—myhave be Worterms on which the Burma railvgrgys will
T ver, the certificat i ; - u ; - '
would ropresent am obligation of the lGo(v (e Irthlnlace{ﬁ?so gu]':e\gpuﬂy issued B (10) lewa_ys.have to be worked out very cal{‘:efull;}él ” I;:gl ‘:;e
:vould be a very complicated matter for the Goverr ndia, and as 1t b taken over Wﬂi : Gofverlélﬁszfa %‘rovernment shoul?l
to gttemm to take over this oblization, an arrange ment of Burma : lt:e most PrOﬁtab'?f d d atd{he of losses which may have
t(})l ! ei) ?ggve(z a? \)7;, whieh the DBioama ”i)vw“m;n; \\rz?:xrllfl w](mld ha{ve ' Sterm, ﬂnd.,eV,e’tlhr3 full proﬁtst;eial;vo‘eﬁz merely have to pay to the
, ayment of the cortifientos as thev s ent (1 arrange for - r ip futore ., that the railways, the rate
and debit the amounts to the (;OI-M.,);(”': . ",:‘m“" at their vpdst offices taker;ed in the pasjc, the € ital ab charg? Oliltﬁ(lecsle ay to {hé Govern-
wonld have fo he siven o comuission 'F(: ‘H HQF India. Probubly they ?fﬁgernmen of 1113116 Govemment ;)lf Burgxiaﬁsbg diﬂgz u}it 0 ermine
. ' ITHRISS * this service, o R whic itad at charee . i ;
(4) Post office savings bank doposits—Tn thi . of mt%rfeslndia on the Grgised over & period of years at different rates
Te?l?(d of procedure probahly would he far ﬂu‘ 15 ease t(l}m simplest ment pital g beent _
o take over the savings bank i far the Burma Government ok t
the debt of the g k deposits from the Government of Indif, of intere™

iy
[SAVRN mt [ . .
tovernment f Burma to the Government of Tndia
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the Posts and Tele
GOV A graphs Departme 3 X
ernment will have to be Work;g :11111:1 ill)‘lL (gzlt{:ﬁ over by the Burma

(12) Government
Of Ind'ia, la/nds and R .
buildings.—Here i
. again

a difficult question wi i

-2 1l ari .

buildings W se as to the terms :

be hangz dat present in possession of the G(:j,e(:.? which the lands and
over to the Government of Burmalment of India should

—~~

e ‘gmount ©

247

ANNEXURE 1. (See pare. 5.)

production of silver in Burma.
(In thoussands of fine ounces.)

1924 .e . e .. .. .. 5,288
1026 - .. .. . . .. 4832
1926 e . .. .. .. .e 5,104
1927 . . . .- .o . 6,004
1928 - .. .. . . .. 7,408
1929 .- .. . . . .. 7,290
Ezports of siler from Burma.
I e
- | Straits Federated
— India. Settle- Malay | Mauritius. Total,
ments. States.
/ e e e et | ———
1924-28 .. . 5,430 .. . .. 5,430
1026-26 4,791 15 16 . 4,822
1026-27 4,627 41 56 4,724
- 1927-28 6,411 18 37 .. 6,466
7,548 32 39 a4 | 7,963

1928-29 . .
ma.

rts of silver into Bur

Impo
— |

United Hong Federated
India. Kingdom. Kong. Malay Total.
States.

/ | T
1924-25

3
1925-26 7 10
1026-27 2 2
1027-28 9 72 19 e 100

4
1928-20 5 9

1 e geell above figures that the imports of silver
1t will b;fz negligible, and that almost the whole of the silver
in Burma is exported. As figures of production by official

. s ible to calculate the actual

e .
¢ silver conbumed in Burma, but the above figures show
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' ent of Indig

figureg i8¢ duty on g
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ANNEXURE II.

MBEMORANDUM ON PARAGRAPHS 6 TO 9 OF APPENDIX T0 ParT VIII oF
THE SratuTory CoMMISSION’S REPORT. (Pages 282 to 284.)

Separation of Burma and customs revenues.

This memorandum deals with the effect of levying import duties
in Burma and in India on Indo-Burmese trade. The trade in
kerosene and petrol is excluded from this examination. Sir Waller
Layton’s cstimate is that Burma will obtain 116 lakhs from import
duty on goods from India, and that India will obtain 25 lakhs from
import duty on goods from Burma (paragraph 9 of the appendix,
pages 283 aud 284). This estimate is based on the assumption that
the existing import duties will be applied at both ends (paragraph

7).
2. Four statements are attached :—
(I) Imports of Indian merchandise into Burma.
(IT) Imports of foreign merchandise into Burma from
India.
(IIT) Tmports of Burmese merchandise

Burma. .
(1V) Imports of foreign merchandise into India from

into India from

DBurma.
These statements represent the trade for 1928-29, and are taken from
tables 7 to 10 in Part II (pages 219—267) of the sea-borne trade

and navigation of Burma for 1928-29 (f;he latest volume available).
In each statement the total trade is divided into three groups :-—

Free goods,
Goods at special rates of duty,
Goods dutiable at 15 per cent. ad valorem,

Deductions have then been made for the intra-provineial trade, i.e.,
between ports within the province of Burma, and the duty leviable
at existing rates on the trade between Burma and India has been

estimated.
3. The result of the estimate may be displayed in the following
statement :—
. Lakhs.
Duty payable in Burma—
. .. .. .. 200

Indian merchandise
24

Foreign merchandise

Total duty . .. 314

Duly payable in India— -
Burmese merchandise . .. .. S 95
Foreign merchandise .. . . . 8

Tota! duty .. 103
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The trade in foreign merchandise will be affected in quite a differ-
ent way from that in indigenous products. Foreign merchandise,
which now goes to Burma from India, has already paid duty in
India. In future part will go direct, and the greater part of the
remainder will be shipped under claim for drawback, and in either
case India will lose the duty. To be on the safe side it would be as
wel_l to treat the duty as a debit to Indian revenues, and similarly te
debit Burma’s revenues with the duty leviable in India on foreign

mer%handise exported from Burma. We thus obtain the following
result (—

Burma. India,

Gain 314 103
Loss 8 24
Net gain .. 306 79

.

4. This result assumes that the trade will remain at its present
level. Naturally some depression will follow the imposition of
duties, but it is diffieult to see how the effect can be as great as is
suggested in Sir Walter Layton’s figures. A gain to Burma of 240
lakhs and to India of 60 lakhs would not be an extravagant estimate.
Sir Walter Layton’s figure of 116 lakhs for the gain to Burma is the
Burma Government’s own estimate, and it has been ascertained that
this was merely intended as a safe guess calculated in the following
manner. The average duty on imports of foreign goods into Burma
in 1926-27 was 17 per ecent. An average duty at the guess figure of
8 per cent. (on roughly half the above amount) on Indian goods im-
ported into Burma would yield on the 1926-27 imports 116 lakhs,

5. In dealing with India’s customs revenues from existing
sources, a flat rate of 2 annas for kerosene has been assumed. Sir
Walter Liayton, writing no doubt before the introduction of the 1930-

31 budget, has taken 2% annas.” At the 2-anna rate for kerosene the
gross gain to Tndia will he—

Lakhs.
Existing excise 190
Additional rate on kerosene 56
Nett duty oﬁ other imports from Burma .. . 60
306

against Sir Walter Layton’s figure of 326 lakhs. At the present rate
of customs duty on kerosene (21 annas) India would gain 334 lalkhs.

On the other hand, this estimate gives a gain to Burma of 997 lakhs
against Sir Walter Tayton’s figure of 873 lakhs.

—

I »
| 7 ) alues and duty
g ] into mea,——Indwn merchafndwe—-V
Coasting smports v T,
| " - Net
-pro
-—-—-‘ Groas. I:i:lr:iali India- Duty.
T trade. Burma.
// -
1,402
1,543 141 s
TOW »
Free goods. 3 3
Animals ] ;
ookt 134 18 116
Grain, pulse and flour 1 1
Hides and skins : 1
Machinery 1 :
Manures- O
| 23
1 free 142 19 1
Total fre -
____‘,.—o——""_ __—-—-‘—_'—.
L]
1,279
,401 122 ;
Total dutiable 1 T
Articles at apecial rales. ” . 3
17 1
Coal N
Fish, palted ) .
Fodder ) ) 1 1
Matches 0 ) . .
3 1
Tobacco ) )
‘ 263 136
R tes .o 267 14 :
, i
Total ab gpecial ¥ 0 o " . -
Ad valorem at 16% o
Total duty .
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1L
Coasting imports into Burma—Foreign merchandise—Values and
duty in lakhs,
: Intra N.e.t
—_— Gross. Pro- India- Duty.
vincial. Burma.
Total cee 193 84 109
Free goods.
Books . .. ‘e . 1 1
Dyes .. .. . .. 2 9
Machinery . 15 4 11 -
Total free . 18 4 14 .
Total dutiable | . 175 . 80 96
Dutiable at special rates.
Liquors .. .. . 5 2 3 3
Matches 2 1 1 1
Tobacco . .. .. 11 4 7 7
Total . 18 | 7 11 11
Ad valorem at 15%, . 157 73 84. 13
Total duty 24
II1.

Coasting exports from Burma—Burmese merchandise—Values and
duty in lakhs,

Intra Net
_ Gross. Pro- Burma- | Duty.
vincial. India.
Total . 3,317 117 3,200 .
Kerosene and petrol e . 885 15 870 .
Total excluding kerosene and petrol 2,432 102 2,330

| Intra Net
-_— Gross. Pro- Burma- Duty.
vincial. India.
_,_.-.,_.__.--,_,_.__-.__._—_..____
Free goods.
1,760 9 1,751
Grain, pulse and flour 8
8
Hides and gkins . . ’ :
Stick lac 1 1
Cotton, raw o
e
Total free 1,820 __“_—_9—‘ ~___1£1i__ o
Total dutiable excluding kerosene ,__—-——612 " — '
and petrol : e
Dutiable at special rates. 1 1
2
Fodder ? : : )
Matches e o 3
34
' oating il - -
Lubricating © . 9 " 8
TobaccC
e
Total (excluding kerosene and petrol) - = - .
Toxt,iable at speoial rates . ® :
5317
Ad valorem ab 15% -
Total duty (exoluding kerosene a.nd. ' -

petrol) )
/’_I;f_."

Burma—Foreid

Coasting 6POTES from

'_'/-"’—"_——'—-
’/:/—’ Tot&l ..

Free goods.
'Machinery
Total free, .

Total dutiable -

——

n merchandise—Values ama
duty in lakhs.
Intra BNet Dt
5. Pro- urma- uty.
Gros vincial. India.
122 75 47
b 4 1
6 4 1- .
117 11 46 .e
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Intra Net
—_— Gross. Pro Burma- Duty.
vineial. India.
Dutiable at special rates.
ebacto 3 2 1
Total at special rates 3 2 1
Ad valorem at 16%, .. 114 69 45
Total duty

<

10.
11,
12,

- 13,
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List of Enclosures.

. Letter to all local Governments of (overnors’ Pro-

vinces (except Burma), No. F.-67|30-R., dated the
2 *h June 1930.

. Letu__ to the Chief Secretéry to the Government of

Burma, No. ¥'.-67[30-R., dated the 24th June 1930.

. Letter to the Registrar, High Court, Calcutta;

Appellate Side, No. F.-67|30-R., dated the 24th June
1930.

. Letter to the Chief Commissioners, Coorg, Baluchistan,

Delhi, Ajmer-Merwara, No. F.-67|30-R., dated the
£4th June 1930.

. Lietter to the Chiet Commissioner, North-West Frontier
Provinee, No. F.-10830-R., dated the 2nd August’

1930.

. Letter from the Government of Madras, No. 978, dated

the 11th August 1930.

. Letter from the Government of Bombay, No. 1161,

dated the 13th August 1930, and enclosures.

. Note by His Kxcellency the Governor of Bombay.
. Telegram to the Government of Bombay, No. 2940-S.,

dated the 31st August 1930.

Y'elegram irom the Government of Bombay, dated the
7th September 1930.

Letter from the Government of Bengal, No. 219-A.C.,

dated the 15th August 1930, and enclosures.

Letter from the Government of Bengal, No. 222-A.C.,
dated the 22nd August 1930, and enclosure.
Letter from the Government of the United Provinces,

No. 4949-C., dated the 23rd August 1930, and
enclosures.

. Letter from the Government of the Punjab, No. 4706-S.

Reforms, dated the 14th August 1930, and enclosures.

. Lietter from the Government of the Punjab, No. 6504-
S. Reforms, dated the 16th September 1930, and

* enclosures.

. Letter from the Government of Burma, No. 392-D.-30,
. dated the 13th August 1930. :

. Letter from,the Government of Bihar and Orissa,

No. 4368-A.R., dated the 23rd August 1930, and
enclosure,

e
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18. Letter from the Government of the Central Provin-
ces, No. R.-15-1V, dated the 12th August 1930.

19. Letter from the Government of Assam, No. Rfm.-8]
8801-A.P., dated the 12th August 1930.

20. Letter from the Chief Commissioner, Dethi, No, 7131-
Home, dated the 8th August 1930.

21. Letter from the Chief Commissioner, Coorg, No. 2852
11-28, dated the 4th September 1930.

99, Letter from the Chiet Commissioner, North-West
¥ronticr Provinee, No. 3305-P.; dated the 28!29th
August 1930, and eunclosure.

. Letter from the Chief ()ommissi,oner; Baluchistan,
No. 3614-P., dated the 14th August 1930.

. Letter from the Chief Commissioner, Ajmer-Merwara,
No. 45-C.1111-C.CU30, dated the 15th August 1930,
and enclosure.

95, Letter froan the Registrar, High Court, Calcutta,
No. 11741-G., dated the 18th Jnly 1930, . ‘
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