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No. 1 or 1930.

GOVERNMENT OF INDIA.

REFORMS OFFICE.

To

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

We have the honour to address vou on the conclusion
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 Governmeut of India Act, and
to forward for the consideration of His Majesty’s Govern-
ment, as a preliminary to the 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 crucial imporiance. affording the most conve-
nient, and indeed the inevitable, method of approach. We
have further studied the reports of the provincial committees
which were set up in connection with the Indian Statutory
Commission, and we have derived great assistance from the
valuable labours of the Indian Central Committee.
We have, in addition to these documents, Lzl the
advantage of seeing the many suggestions made by indi-
vidnal thinkers in India and the scheme prepared by the All
Parties Conference in 1928, commonly known as the Nehrn

oreport, which, though it has for various reasons ceased to
accupy the forefront of the political stage, nevertheless re-
mains as the most authoritative and detailed exposition of
the views of constitutional nationalists that has yet been-

put forward. We have also paid due regard to the opinion
B
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that has been expressed in India since th icatior
4 A e
report of the bta.tutor.y Commission, and th%urk;}:)(;iti?elcle%i fdhe?
ﬁqlo}ﬁnqnts o’f t}‘ns opinion will ne doubt be placed before
Tl? Majesty’s Government by the delegates at the Round
ahle Conference. Finally, we have received and traasmit as

enclosures to this despateh th i i
es § Q e welighty views ¥ v
local Governments. B s e ehsed by,

] .T{le examination carried out by ourselves and the pro
Zﬁgclq Govirnment's -has heen unavoidably handieapped by
timem‘fcu'rilsl ?nces in which it has been undertaken. The
ime available for reaching conelusions on matters :

:0 intricate and so important has been in it (l'l';('li dtt "and
_ 1as seli short, ani
oléiuatizilntllworn ﬁf all Governments in India has beon ’milllltlzﬁ
disotr))edi y the abnormal conditions arising from the eivil
Glsobed ence }mm;omont,ﬁnd in our own case. from the

o d( h\ n on the North-West I'rontier. Nevertheless, we 1
1ad the benefit of personal consultati i o (1 vernors
of provinees. moq s sultation with all the ¢+ vernors
O oy pl'dl;‘c(m‘ il;l\ el d]evo{(\:d much consideration to the

. proviems anvolved.  We have not f i
%c% dteal n this despateh with a1l matters oftde!t(g'lﬁldbut pnsslbli
at our ohservati AT Tap fomnndd £ ) DL We tus
ervations will be fourd {0 cover the main points

POLITICAL FORCES IN INDIA.

2. General i A
1 s 18 to be discuss : ;
able Conference with a view to achievisl(igSﬁGd e Bon
ment betwcen Hig Ma?e

! ve some ¢
al Wor ¢ account of
demands that gare mo tk b ndia, the coxstitutional
s{}'ongth of epinion on \\';iofosfrlllm01lly put gorward, and the
the Stotuioe: (0B o1 which they rest, v Nize i
th r‘?t?fi‘“ﬁ” Commission the tlif’ﬁ'ovlt\svt We recognize with
tho's:zpt‘m: ange 1hke the present of.ovéy{ip
, torces, and, set as we are amia

’ b we o s P
rents and much elash of o]q are amid marty confliefine cur-

Juai and nesw stati
g}lll.lsmns._ What we say. thes ! new, of stating general con-
18 eaution. () -

therefor
herefore, must b 1 i

mplet ; ¢ read subject to
cl?:nnot be exnected?” eea(%;fee.m ent on general statgments
attempt to draw er our ohservations merely as an

N a pieture which i §
believe tQ be neeurape, which in its hroad outlines we

3. The political ¢}
: ’ a33€s, i i
View.—The Tndinn StaiitoryTendenclqs making for unity of

-analysis of public opinion in Ingll'];ml:'gii:ﬁnwhiiléh “f}}llo Pt
4 he  firat

articularly at a time |
mating with aceuracy

3

volume of their report concluded, pointed out that political
thought and influence are, as is to be expected, principally
coneentrated in the towns. It is. in the larger towns that
are to be found those elcments which give direction or active
*support to the political forees of the day. They consist of fhe
professiomal sclasses, in particular lawyers, journdlists and
those connected with education ; an appreciable portion of the
trading classes ; those engaged in clerica.l.occppatxons; the
large number of students at the universities and colleges ;
the melancholy army of those who having sacrificed mueh to
go through the scholastic curricnlum find at the end that their
country offers them no employment : and, lastly, the small but,
growing body of edncated women who are throwing them-
celves with enthusiasm into the new world of political affairs.
Thesc are perhaps the chief elements that go to make up
what we may call the political classes. Their thaught is pro-
foundly influenced and unified by the writings of the press.
1 is no doubt a common characteristic 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 by 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 yet heen Phlunted by long experience of
public life. J ournalism in India concentrates largely on
the personal side, and the press is outspoken in its denuneia-
tion and ridicule of those who venture to express opinions
in conflit with those generally dccepted. There are
other important factors which make for a prevailing
unity of view on certain proad issues. The fact that the
dominant power in India is in the hands of a foreign race
canuot 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 differences as exist. Finally, caste and family
aitachments are bf peculiar strength, and the close intimacy
of social relations promotes a comnion outlook.

4 The commercial classes—We have mentioned above,
as forming part of the political classes, the trading com-
munify. Like all generalizations this is open to ualification,
and there may be differences of opinion as to the extent to
which traders interest themselves in politics and what precise
part pressure of different kinds plays -in influencing their
actions. But it can hardly be denied that the trading classes,
which as a whole used in the past to be content to oceupy
themselves with their husiness, have been taking a more and

B2
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more active share in politi
try and commerce hpohtws. Though men prominent in indus-

A m ave fo '
public  affairs,  the feeliflgmatrll_l};\ years played their part in

and industry i t impr )
is a develro);),;in? b% sought throug%_ovlfgfi?ilgal th trade
extreme illustrati of comparatively recent ti channels
gripped the bﬁsirll:;l of the way in Whichn th?sm'ég. 'ﬁhe.
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religio Y er all all . ent civi
ownglno‘ﬁiﬁ-“;‘}n‘;ﬁ“’ttﬁ"nal appeal of Mr."ggﬁg‘fﬁl’s made for the
in the lif > the Gujeratis, who £ S name for his

e life of Bombay ¢i orm such a large element

: ty, i S :
anercial community " of y}’g (1)‘;0 Y{‘lllll;t l;leagecpgmzed that the com
in i

tical po : .
materiglwt%ra};ﬁen lending its support p;)“a‘l“t‘ of poli-
have been expe&‘égmfnt in defiance of the 1a0 moral and
interests depend 0 have no attractio W, which might
. I on stable and peacefy) c§n§?§ .those whoge
ions.

ive elements iy tl
, th le populati

Ixﬁ?lgyggsagsto‘f the country tﬁiy"sftﬁf‘? }ca’-fge-r landholders. t\lllﬁ
meet s Szfri;htuinal authority, thc'}?“lﬂlln their estates and
the Life of the comane 150! 15 yot onc ot oeh it may now
mfluence of the rlfl}fmty' The spread of sda'ctnte forces in
of landholders w% O(%.tend constantly to enlal;gatlon and the
the political CIasse~mlght be included in what ge the number
conservative ses. Un the whole they 1'emai\1‘1]ea¥clave called
heir influence pigesl(ﬁ{lzl;
active participation i thei .n&';gxg(?:t’sai}d beginning to
eultural world col;;em public lite. Below thggnUIil;f Stha more

e agri-

substantial pe the. S{nall landh
peculiarly d Peasantry. Thig olders ands the more

. is'a cla i

perity bri-ng;m:élllltzat‘gogeﬂemlize- Bmzsalyabout i, pros
It does not follow thn, and education fosterspeak'n'lg’ ieas.
colncide with thoge %t s oF this CSIPOhtmal el
Indeed in’ the Pupi I(J) Y the mail ) when s

strong and increasiJa e then el lg grban s

of & eonp nereas ng force there are sign ?n & dovelommon,

But whateyof 0 erests between them an?io o b ot

4 th.at they have vi:v}; ol views e o o

of the unthinking ni’ and cannot be ’regarcin(liport?nt b rare

In Gujerat afford g :ts %os. The events of eth las Towsoars
thig oo riking illustration of tﬁelzsf?:' o Joars '

w‘iﬁx tg;;llge% na politicalec(;c%sl'e:zgil<frlll

of g Y be called the agricultar 1

potential importance, hut ?n

foree, conseious that t
realize .

b}

normal times interested in little outside their own villages,
their own immediate needs and conditions, and- the hard
struggle for existence. Tt would be fair to say that they have
no inforpaed conception of the political problems of India.

- 6. Industrial labour.—The towns too have their counter-
art to what we have described as the agricultural masses.
'[he bulk of industrial labour is ignorant and uneducated.
e Their surroundings are often primitive and insanitary,
though steady efforts are being made to improve their
lot. Living in towns they" are more closely in contact
with  political ~ihovements than are the agricuitural
classes, but it is doubtful whether the ordinary political °
ideas make much appeal to them. In the towns too
arg to be found those lower strata of the population which
can easily be worked up into mob demonstrations and violence.
®I'hese elements and the industrial  population have
formed in, recent years the objective of communist propa-
ganda. In some of the larger industrial towns the doctrines
of communism for a {ime made appreciable progress, parti-
cularly in -Bombay. The movement has recently received a
check, but it undoubtedly survives as a continual menace to
orderly progress and the well-being of the community.

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 4 wide cirele which is
steadily expanding. - It is continually- establishing new con-
tacts with those portions of the population which have
hitherto been inditferent. But beyond the furthest range of
the genuine influence of political reasoning and argument,
those who wish to rouse the unpolitical masses are able to
play on their feelings by appealing to the interests which
are intense and vivid in their lives. First among these

, 1 terests must be placed religion. It was the power of
r%ligion which enabled Mr. Gandhi during the non-cooperation
movement ten years ago to rTouse and sway the masses
to a degree hitherto snknown in British India, and
it is the veneration in which he is held for his ascetic life

. and moral teaching that gives him a great part of his popular
appeal today. It was the power of religion working through
the Khilafat movement, which for a time diverted the Miislim
community from their traditional relations with the British
Government. It was the appeal of religion, that recently
Yhreatened to destroy the work of the reformers in the Child
Marriage Restraint Act, commonly known as the Sarda Act,

* gand has been unsed to rouse the transfrontier Muslim - tribes

against a (Government responsible for a measure Whicn couid

. have no application to ‘them.
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population which are untouched by the ideas of nationalism,

put it must be remembered that they are always at hand to

be .utilized for nationalist ends.

9. Bhe growth of the nationalist gpirit.—In saying this

-
we do mnot,wigh to munimize the extent of the genmne in-
fluence of nationalist ideas. There is no doubt that a cons

siderable degree of national consciousness has been evoke

« among the educated classes as a whole. With the economic
and cducational development of the country have come, natu-

rally and honourably enough, a greater self-respect, bot

individual and national, and a demand for equality of treat-
d status with the West. The rise of Japan as & great
Asgiatic power supplied an early stimulus to this movement.

Since {hen the stream of western thought in the present eentu-

ry*has more and more brought India within the line of its

.current. Intercourse with the world grew. "T'he influence of

western education increased. Students in ever greater num-
pers went to ¥ngland and returned. Older men, and even
women, visited liurope more freely, and with a riper judgment
compared other countries with their own. Conscious of the
magnitude of her share in the Great War, India has watched
with close interest nationalist movements in Afghanistan,
Persia and China, while in another direction Ireland and
Kgypt have been examples which have constantly been before
her eyes. All this has encouraged nationalism and democratic
thought. One consequence of the growth of nationalist
feeling has been to make Indian opinion exceedingly sgzns.ltlve
to any ill-informed judgments, which might appear to indicate

a lack of trust, and to all that might be held to-mark the status

of India as inferior to that of other units in the Empire.
what has

India could hardly remain unaffected by

gone On arpund her, while at home the constitution of 1919,
however far it fell short of full self-government, had set her
feet firmly on the path. It was therefore inevitable that this
nationalist impetus chould come, and it would be a grave
mistake to under-estimate its foree or to depreciate its value.
Tt is a necessary condition of the building up of a wider and
more vigorous life, and of that development of a self-govern-
ing India which from early times has been the ideal of
the most far-seeing of its British administrators.

10. The nationalist demand. —The nationalist demand i8

for self-government and dominion status. It is couches

in terms of British thought and British institutions, for it

emanates from those who have heen profoundly influence

by British ideas. The demand for gelf-government, stated
hould be allowed to-manage

both in the provinees and, subject to any

her own affairs , N
ds that may be requisite, at the centre.

The claim to dominion status, S0 far as that can be separated
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* it showed itself ready to look with favour on proposals for
political acivance, subject to the provision of adequa_te- safe-
guards for its rights and legitimate interests, The civil dis-

obedience movement with its

accompaniment of g beyeott of
British goods and British trade, through whieh jt was hoped
to bring pressure to bear on His Majesty’s Guverument, hag
had marked reactjong on those who felt thetuselvey unfairly
attacked and is i i
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business. R slow in gathering force, but
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methods, and th
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t 1l some consequent stiffening of itg
attitude towards political advance,

14. Conclusions,—
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reading of the situation ig accurate, it is evident that the new
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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 {ake. Tt is clear that many of its functions must for
some time dontinue to be exercised, as they are at prasent, in
responsibility to the ultimate will of Parliament. The
malerial foundations of modern India’s life have been laid by
the hand of Britain, and in the process British interests have
come to be deeply engaged in India. A history to which
Britain can look back with pride has left results which pro-
foundly inflnence 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 cannot
afford to see it jeopardized. It might be argued that as any
complete form of responsible government at the centre
is, for the reasons we havg just indicated,  in present
conditions .impossible, no attempt can usefully be made
to invest the Government with any popular sanction.
A  cenival Government should be construeted which
would throughout the field of its functions be plainly
responsible to Parliament alone, and in order that the
executive might fulfil these responsibilities the legislature
should be so constituted that it could be depended on to grant
to the executive the money and the legislation required to
carry out the policy of Parliament. The legislature would to
some extent reflect opinion in India, and its views would be
tuken 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 coulil count on
getting its Dwn way. But it would be wholly deprived of that
element of strength which comes from the support of publie
opinion. We have set out this alternative quite frankly, for
it represents one of tkMe logical extremes, as complete self-
zovernment 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 lead to di-
vided counsels, it is important to realize clearly that the two
extreme positions are impossible. The Statutory Commis-
sion had no doubt on this point. They stated that as a mat-
ter of practical politics there could be no question of going
sback 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 are in entire agreement with ihis
view. The solution of our diffenlties is not to be foun_d. by
sttenuating the channels through which Indian _ political
opinion finds expression, but rather by , harnessing  that
opinion to constructive work, so that what is at Yresent &
danger to the stability of Government may be. converted into
its wain support. The Statutory Commission have put the
“point in words which we would desire to endorse :—

v

*¢* Nationalism is a force with immense power for good
or evil, and the task in the future is tv utilise
that force for constructive ends. For national-

ist movements that fail to find an appropriate
outlet for their energies tend to mere strife and
futility.”

19. Su%gested conditions of a solution.—The conditions
of the problem suggest to us the importance of defining as
clearly as possible the purposes which Britain must contine
‘to safeguard in India, and making it plain that where those
purposes are not concerned India should be free to manage her
own affairs. The British Government must satisfy itself on
certain essential points, for instance, that the defence of India
from external attack, which rests, and for many years must
continue to rest, largely on British troops, is fully assured ;

that relations with foreign States, with the ultimate pos-
-sibilities of war which they involv

e, are conducted under -its
authority ; that the conditions of ivn,ternal security m'edfrfain-
taqu_; that financial obligations are provided for and the
requisite finaneial stability and credit of the country ade-
quately secured ; that reasonable treatment is accorded to
minorities ; and that unfair diserimination is not practised
against any section of the community. In our opinion the
ult*mate control of these matters must in present conditions
reside in the British Parliament. It would be undersiood
ghgt'zlpon Parhamegt rests an obligation to secure certain
elinite purposes, and that for these expre €03 1 ]
be necessary for Parliament to orvene ot oy it may
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0 . a)[o Tt lsoems to us cvident that mh si‘cm T tal
o arable activities, which: are -th.ercda'v;rj'elatitm'w.“[h the
cnm[\.ll:““it chonld alen he administere 1] . parposes of
popnlar view. provided alvays that fhe broa DTS 5
populi ‘which we have deseribed abov » ¢ .

"o Parli which we hav “er e - make itself

+ P ?11191:“0?:0 form bv which public opinion ma?edmgx ortain

elt W}e”;‘ Government. which must be Prel}fa}?arliamont ia
felt 1 ~ided ultimatelv hy the will o ni,
matters to he ¢ fronts us. We offer our own
the cardinal problem that confronts us.
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suggestions later, not with the idea that they are proof against
eriticism, but as indicating general lines of development which
seem to us, on the basis

of our own experience, less open to
objectjon than others that we have seen. But whatgver may
be the plan adopted, we are convinced that no s

cheme of (ov,
ermmnent. at the centre can work with success, unless it is re-
cognized that Parliament and the Indian legislature have each
their special contribution to make to the welfare of India
which is the joint purpos

parmership in a common cause.

20. Ultimate considerations.—The Statutory Commission
suggest that there may be a further complication in a problem
already sufficiently complicated. They utter a caution against
the development at this stage of institutions which might pre-
Judice the ultimate form of the central -Government. The
caution iv no doubt one that should be borne in mind. But
caution in this respect must not be carri
allowing ourselves

we take may prove not to be leadi

There is much to he done before that end can be reached, and,
if we hope. to reach it, we must be prepared to test hy experi-
ence the forms and methods of that type of Government
which wil} eventually emerge. It ig clear that the aim foy the
centre as for the provinces must be the progressive ‘realiza-
tion of responsible government, There already exists in the
- Legislative I‘Assemb!y an organ which as it develops will be-
come one of the main instruments of responsible governmont
at the centre. Responsibility will come as the result of the
rglaho_ns established between the legislature and the; exeen-
tive.  'We cannot at present foresee precisely what ihe ulti
mate development of those relations will he, ut it Seems
to us plain that we should without delay set ourgelves t epﬁs
task of encouraging the establishment of effective i:;]a(t)" .
between these two _b0d1es, and thug Prepare the foui dﬂtc('ms
for the full responsible government which we desire tol rialc?ﬁl

THE GOVERNORS’

. 21. Boundarieg Commission,._

suiera@op of the detailed propdsalzr,v;;gm% n(ﬁ‘f-m
Commlsimn, and following th i whioh ot
approached the prob)

ernors’ provincesl;). ho. fine shall. deal

o1 The fi
mission tonch is the nee({St

i Or provincial redjgiy; Cpm—
séteyupsuigrest th::it; thef Government of rl?dilgtmgllllglgﬁi.
o UDy 48 3 matter of yrgent import i
ml:l‘@sm%r_l ;lnth a neutral chairman, go inagg;et,igago‘?}?darlgs

In which provineial readjustment Seems called fore m'FlilI;

PROVINCES,

e of both. Our aim should he a .

a eon-
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tv:vo particular cases to which the Commission themselves give
their attention are Orissa and Sind.

i heir
1 ivas to a separate province of t
'J:‘he,%': lium -(;fzatrﬁix?gl.‘ yIn their letter the Govem%me‘g:ﬁi r?é
Binar bd I(;?'g sa have drawn attention to the need %h ms king
D % ti]:rs;tion into all relevant factors‘.vn 2aking
z\réiti;?;;;sg ?;IP very natural des'}re Of:[‘ thfh.éi);lyao;\srﬁ ing
o1 ise inistration o 0.
Peqples % p(i) sisei)i :nse??-rél(;g’;;ined unit has become 1nc§eg;°,(;
Sﬂalm of Slp eng n recent years. rI‘.he pre'ponderancea(;aﬁan
ey pron{n%ion is Muslim, and their claim fto selp wration
From popug bay Presidency has heen ardently thion d.
New e (E)nrl'i'ssi nor on Sind are we yet i a posxon L to
Py i Onl dvice, but we urge that en(%mrles be‘, Sxfi on Tooi
I ﬁn?'e:t ossible date. IWe ShOul. not contemp &
ol e ea!%}l tagk to a single Boundaries ComlglsSIOI:;est ho
tmsungbl s are not connected, and we Wou}W Su%ish -
twoupl‘q Q!mbb two separate committees. e ish - to
vestigation b y eed for expedition in reaching 'c01llc uf gns on
o 0 te t?mding cases, which are 1'espec‘t1\‘7e y 1(1)d fuuda-
ﬂlgxsl(‘zagwi?n;gridnce to the two proyltnc_erf gﬁ d]—Zi'h‘é}iai 1 Orisa
and ow exist, 1 ,
and of Bombay, as they n

- . : d .

ituti We conceive that iiie
th the new constitution. o \ Lo ad.
tiiﬂe,mgly gilgﬁlee will be concerned IJmm‘aLt .13; \\ff(l)trht }fe cil a
‘ﬁ':ir;;:strgtl‘,xilve and financial %SPECICIS Of()‘i‘;gsa; ‘2 1110 the other hand
; . daries. 1In Ur ( ) s
fiu)fg 1Sltn$1eosréfox(1)§ g? utput?lre boundaries will be directly in
ifficu »

e inci oundaries
§S Other possible readjus‘fmentst .10f Tg;(l)(\)r;nﬁlfsl mt())re e
. . over, until or ore dear’y
in our view stand ‘ O e rat
shoﬁgsed"itself. It would be for t{xgege{giqe .
:]f(};mselves to take up such cases as \ g .

. -ation of Burma may
s assing that the Sepﬂla ) - "1nee
3 we -noge'ulslirr?:x?ts of the houndary hetw ?101'1 t}tllriz }i);&‘xer of
m‘;;)lxe 1(:;(3 To this reference will be found 1n .
and  Assam. )
the Government & ASba;n .dYarchy In agreecment with the
) olition © o ™ offiel n-
a2 Theo? ]i?}il-nion in this country, both ()f(fll?\lt?(l)nasn% fngha
great mass ccept in principle the recommendcatl al Govern-
official, we af ¢ the reconstitution of the provinel 4h thosa
Commussion odoing we do not associate ourselves “w L
* m}c:nts. ssII':ns (l)mquali’ﬁed condemnation fl}bthte eé)l Stﬁ{(’,:e pwho
who pass all_ . our tribute ; .
: ontrary we pay e .
tions. dognsllfhgs: Whoyhave worked the ploV}nfl?lldggnzi,ﬂge
planne Dyarchy in the provinces was never m ethe Sifteult
Lo, transitional device, a first step on
more than a tra [
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wards a completely responsible system. With few eox-
I&;g;ctlig?ls goodwill hg.s been fortheoming, and an earnest
endeavour hag been made to translate into action the oppor-
tuniiies which the comstitution has offered. Provincial Govs
"ernments, whether on the reserved or the !:ransi':erredmd%,
can take reasonable pride in their administrative . record.
Policy may sometimes have been at fault ; results._ may not
always have balanced expectations ; but on a broad | View
much has been accomplished that might have been difficult
of achievement under the older unreformed system. We are

clear, however, that a stage has now been reached in the poli-
tical growth of the

provinces at which the next step forward
should be taken boldly. We agree with the Commission that
the {ime has come to remove the boundary set up between
aecpartments of which ministers may take charge and
those from which they are excluded. To reserve law and
order would be to -concentrate attack on the most delicate
part of the machinery. The arguments in favour of transfer
have been authoritatively and, to our mind, conclusively stated
by the Statutory Commission and the Indian Central Com.-
mittee. We do not disguise from ourselves the risks inherent
in 8o great a change. But, subject to the necessary safe-
guards which the Commission have suggosted, we are pre-
pared to see provincial admj
to responsible ministers, linked together in a comm
ability for their policy, a i lons with popular
legislatures from which the official element wi 4
appeared, and in which

the nominated element will have bhecn
reduced to the smallest proportions,
On the mai
taken, the
plete. Di
what we ourselves consider
- workihg of the new system
all provinces. A single rigid system mij
assist, the ' ready expansion of free instituiions, Some
freedom in the constitution s needed in' order to facilitate
local growth in forms suited to local c¢onditions,
The

) provineial reports sufficiently in
view and

ght hamper, npq not

dicate the provineial
at this stage to discusg

Commission on all pro-
.po There are, however, certain matters on which
comment ig required, and to these we now turn.
Provincial legislatures.
23. Their life-time —There ig iss F
L . : no dissent fr ro-
Position that the normal statutory life of NN

Provincial legisla-

nistration in all subjects entrusted
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. . v ‘th
' 3 five years. We join wi
» raised from t}lree to fix o
tures Shglllllggﬁe(}ovornments in accepting th.O proposa ¢ the
Ui ;‘)ro.x gy ige—The Commission criticize the size s'(’i that
) M't Tlfn];ifs and find them too small. 'J;chi’;y :Egoé’ﬁ panie 4
D oo an crease in the size of the electora 1e lsthe roality of
unless an in o in the number of constituencles o
by an increas mav be prejudiced. They }'ema:}u e tate
representatm;)lerqhii) of the provincial Counctlls W 1T e
&?feglﬁeff r(;pre-sentatiltin .atL : atth?n (ézlel ix(io ro importaut
' : i e is that in ti : ]
‘“end-““cg;‘ t\}ygghsht&?gl 11?3 an immediate increase to a figure
rovin ) ‘
getween 200 and 250.

i incl eoestion that there should

e o el ¢ llr'l I)Igfallig)t]i)it'}}c%tas%t}%x'iz1cial legislatulz%s Stmttt;
bgla lt](l)att%:alnggvaggnditions, but we \V()ll'ldribgr;ﬁiﬁsan'rhe
N~ i hed on a prior gr L

ropose BreClse B sidor, included within the terms
!P;latlzg.r should, 19tvlfe chgilzfllficili';eb%ommittee,' '11_1 order ttl}llgfi) ;;:
of reference to incial legislature may be decided 01;X fio basis
e O el Oved's' Any substantial increase in ttl?ee cior-
of as@rtﬂ*’netgjz‘la necessitate an addition 'to e e
ate will cer gsﬁtuencies in each provmce.1 T e
ber of the coents recognize the need for en. arging e
ineial Gwemmneils . but their general view Eif;%e s Lo
leglslatu;e cguan im’lrease as the Commission ‘
:;1111:; g?a lfifsguitable to their conditions.

: ission it will still b
. ; given by the Commissio o a
ro th’FO:Osajglzs t?me that the szegnor ?ilfl)?lubléi ;i:}cher,

necessary _ inate, but we doubt

3 imi yower to nominate, labours
g 13}%1?(3111;% Committee have completed;é"igmin ation
when the fmnd ﬁe'ces sary to give a powex: e, We
:;u;z;llogethguscale which the Cgm;xllésgéogl ;13; gor fhe election

pecial provision sho

agree that no specia

of women.

ial bloc.—The presence
184 nee of the official ‘
gty dLS&%ﬁf: Ii)aeen a noticcable featuiﬁj, of ﬂ%V Er;;ggg
(()if A gﬂ(igfls;r)i(tfm and essential totl1ts Etczya ;ri){_‘;oc We agioo
}'al'c .l- ¥, b D, f d -archy :‘0 0 1..1 i ' .
Bt ?rll)é)éltm\rli’ i(%h t%\e exee’ptlm} of a smalhno;lllélclﬁetsc{
longor be 1‘Et}mrovincial legislatures will be \yho‘ Xc'es ol n;
PN the’fl) be given to the formation of parli s from
ey g)lay X;y expect to emerge correct principles o
which we y ex
terial responsibility.

tion of grantirig to
jtuent powers.—The ques ] ng to
26.cifaflmll::n\g‘‘111;1;5turé)s constituent powersThraxé%s dlﬁégzn
gs?el;l both constitutional and practical The Commi
8, |



20

suggest that after ten years the provineiél e i )

hg?\(:hthe power to set in train certain proposgilsn 221? ::11:1111;(}3

’i; e method of *‘constitutional resolution ’’, bat the

'ci‘-lﬁ:nge‘xﬁ \v?uld be limited to thoge affecting the electordl law. -

" endﬁgx{cemekr;t of a constitutional resolution would be

tb}z) -resolut(i)(x); t r(éﬁgercz}:g(tl (gl a cernﬁclate by the Governor that

| solut _ e general opinion of th i

g?fi (ty’;l tny community specially affec%)ed, and Wofldpll.'gvﬁl'i%
so the concurrence of the Governor General. e

We welcome the pro i
wel t posals of the Commissi i

%‘*zr?({z u;)ixalt 'legﬁlatureds this measure of const?&;r?t g;ov:zv::
acticable to do so, we would gl ‘ .
scope. But with one poscdbl’e additi gladly omlatge its
ope ; . S8 ition i ° '
g(;c‘;ru:til‘}h refqr, t.or t.hc; ereation of a secbntc(l) ggg;;%e;v © Shal
E\ten ivit 511; t}[t}els m gn_'mg‘this procedure any wider ex’tgliiz(;le
by Statutony o :0 ‘z’ilmglk:)llf c())tf thteh ele%toral law, the distribution

by, 3 ovis ) e baiance of itic;
in{;gs& ;t]}:eh ;g(}inesentatxves of different cogl(;i:i?xfﬁlieg Ozfg
‘sible effectc nf proportions immensel i ' .
sible effects of electoral change. The iiigio;{l I()ilil:;(fgsﬁgf 1\)30'71

SPOs s wi

o)
ority of Parliament itself, after

« Lll

sembled in meetine
th g at the Round T " ‘
&ur’.(l)l\gri(zge;vlo tkllc(i)qo dispositions - to eagg}ere(sjv?in.terence- To
o o iy o i
Government i o mnitiate a fully res : { -
electoral i?ité';tsh‘i brovinces. It 15; re%:gilelm)tlﬁ S{ksxtem .
rest on the ag““meli'tli?natthuie':co egix{ning of the refofms :ﬁofﬁg
oliti e at it will endu >
flew 1(0;101‘ ec;_;:ld)tuf)ns are established, aftgg 2‘; 1ga§t until new
do ot a“ticinpl;?ejstlhatslbgen oblained. For these regsen oo
that no ¢ COnsfit 1at Indlan opinion will resent the 1 sons we
e utional resolution ’ nt the provision
v € o . . ~ 10n mav 3
incial legislature until after the lapse ?f :)sm%aiii%sbg a ptrlo- .
b AAY rom e

nanguration of the n '
2 It ew system. 1 14
and frecdom of the constitient po With regard to the Seope.

must remain unde oAb
at largo | I some limitation, at least unti
menta% plfil%%y;zredfto ahide by what Wwe re (,gi’é glqe cguntry
validity of a m; oL~ responsible government. na a funda-
anxious to loge nJgrlty decxs}on. While theréf amely, the
it mportunity to place within the constitu.

we have %;‘;Vggsl%ezea%%iee th%t’ subject toltllllt;'
. ne 4 . ¢, an i
Provincial legislg?t‘i] of the constituent power ax};l%h Lo
Mon, res should'be ag proposed b 1:1}; eg to the
27. Secon 0y the Commis-
second cl; nd_ c}_lavmbers._The ar

wamhers in the pro guments fo

. ra i
vinees have boen £ and against

ully set out by

wers, 1t 1s clear that these
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_thqkoommission, who have themselves not found it possible to
make & unanimous recommendation one way Or the other.
There was a similar diversity of opinion among the members
of the Indian Central (ommittee. Among the provincial
(ovefnments, Madras, Bombay, the Punjab, the Central Pro-
vinces, and Assam do not desire second chambers. Weunder-
stand that this represents in all cases the unanimous view of
both sides of the Governments, except- only that in Bombay
one member of Council supports a second chamber for that
province. All members of the Government of the United
Provinces are in favour of the establishment of a second
chamber in that province. In Bihar and Orissa also the local
(Government, without any dissentient member, advocate a
gecond chamber. Opinion in the Government of Bengal is
divided. They state in their letter that some members are
Strongly in favour of a second chamber, and that the re-
mainder are donbtful. In these circumstances the local Gov-
ernment express themselves as having decided to maintain
the opinion in favour of a secord chamber which they
expressed in their memorandum-to the Statutory Commnission

in 1929. .

"Whe matter seems to us to be peoculiarly one in which
regard should be had to local conditions. We would not
propose that in any province a second chamber 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 filly mvestigated
by the Statutory Commission, and we have before us the
considered views of each provineial Government. Their
knowledge of local conditions and local requirements 18
necessarsly 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 Provinees, and Bihar and Orissa
that in those provinces there should be a second chamber.
1f effect is given to their wishes, we should suggest that the
manner in which the upper house should in each instance
be composed in those three provinces should be left to further
investigation by the Franchise Committee in the light of the
suggestions which the three Governments have put forward.

. While we agree that in five of the eight provinces, there
should on the institution of the new constitution, be a sinele
chamber legislature, we associate ourselves with the view
expressed by the Government of Madras that futire eiicwnn-



22

i L4

sfances may create a demand for a second chamber. We
accordingly accept the suggestion of the local Govern-
ment that the subject should be included among those matters
on which after ten years a ‘‘ constitutional resolution ’’ may
be passed, and would apply the provision to all prévinces
Jeaving it open to a provineial council to recommend the"
ereation of a second chamber where none exists®r the aboli-
tion of one that bas been set up. We do not take it as certaip
that no provincial council will pass a resolution to substitute
for a unicameral a bicameral system. The sucecess or failure
of second chambers 1 those provinces wheve they are estab-
lished will, we have no doubt, materially shape political
opinion in those provinces which retain a single chamber
legislature at the outset of the new system. We would sug-
gest that a resolution dealing with the ereation or aboliti(%n'
of a second chamber should require to be supported by not
tess than three-fourths of the votes of the legislature instead
of the proportion of two-thirds suggested by the Commissio
for other matters. H it were proposed to ’abohsﬁ the up elxl'
house, the decision might be taken in joint session, and It)he
resolution if certified by the Governor should in 011;- view be

submitted by the Governor General 1o the Secret: .
and laid before Parliament for its approval,eCI etary of State

The snggestion of the Commission to set
re}&si?g} ‘?Ody tol which legislative proposalg) igsulilgl%)gxgggt
mitted between the report and the thi adi  hins
atiracted little support. rd reading stages has

28. The franchise.—We agree with the ¢ . X
with the establishment of responsible C;%igrjg’f[smil;sstlﬁg g;-?)t.

vinces, the present franchise for th Tneis i
will be too restricted. We ey aeeedl Jogislatures

) accordingly aceept thei
mendafnon th'at there should now he such egiextlsftl); ?fco#x- :
franchise as is reasonably practicable, and that the inve:s;nlie

gation of this matter should be entrusted to a speeiall n- ¢
- stiluted Franchise Committee under an impar?ial aa ydcon-
perienced chairman. The arvguments used* by the CommII is.
gion leave no room Yor doubt that the immediate adoption 1;
adait suffrage is wholly impracticable. The precise extent
to which the franchise can now be widened is a matter on
which, in our opinion, it is not possible to form conclusions

I(l,’légllmt}tl;fe e1.)r01>1em has been investigated by the Franchise

franrf}ﬁere 1§ il_lil‘del‘. the.present.system no vniformity of the
b ,qse qualificaticn in t:he different provinces ; and it is
‘pag':' that while the franchlgo continues to rest for the most
part on a property qualification directly related to lan

Fevenue payments, no precisely uniform system is possible.

*Volume II, para. 105,
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"The views expressed by the provincial Governments suggest
that the extension of the franchise may well be greater
in some provinces than in others. The Government of
Bombay” consider that the franchise should be widened to the
extent of trebling the electorate, but this t¢ further than most
provineial Governments are prepared to go. Some indeed
enter a caution against the too rapid .entranchisement 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 Com-
mittee to any pre-arranged percentage of enfranchisement.
We would be glad if it were found possible, from province to
province, to reach the enfranchiSement of 10 per cent. of the
totai 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-
mendations to local conditions.

Tn the course of their investigations the Committee
chould be directed to examine in each province the feasibility
of introducing an additional gualification based on educatiou.
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 soundness of the quali-
fication ; and though it may be suitable in some provinees, it
is possible that it may not be appropriate in all.

The Commission recommend that the Committee should
be instructed to have due regard to the respective claims of
urban anéd rural areas, and to the rights of women as well

.as of men. If is further suggested that the Committee should
devise .such qualifications as would secure as far as possibie
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 be able to treat as first principles
both these recommendations, namely, that there should be in
each community the same proportion of voters to population,
. and that the franchise qualification for all communities shouid
'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 he needed in their appli-
cation. It has been remarked on past occasions that, after
. religion and race, the boundary between town and country is



24

the greatest dividing line that runs through the Indian people.
In more than one proviuce the Committee may find that some
readjustment is necessary of the present representation
respectively of urban and rural areas and we attdeh greaf -
importance to securing genuine and effective representation
of rural interests. With the broader aspects of female
suffrage we shall deal in our next paragraph.

o

In agreement with the provincial Governments, we would <

prefer that Parliament should not commit itself to the

appointment after fiftcen years of a second K'ranchise Com-
. Tittee.

29. Female suffrage.—In the first volume of their report
the Coumission devote a separate chapter to the increasingly
important part now being played by the women of India.in
social reform and generally in public affairs, They consiéier
that the women’s movemeunt holds the key of progress and
observe that the results it may achieve are incaiclﬂabif greal
This estimate of the importance of the women’s movgméné
leads the Commission to conelude that Tndia cannot reach the

position to which it aspires in the world until i
i 1 | its women
their due part as educated citizens. play

The suggestions for the enfranchi '
NN seime
by the Qomrmssmn n the seeond volumento(}f Yﬁgen made
follow directly from the conclusion which r_report

: X they reach in thei

first volume.: The Commission observe* that ty?t_eu-
provineial leg}slatugeg In exercising the opti at  while
to them of enfranchising women on the ption allowed

Lkave made a gesture of high signiﬁcam?: n}(: ';frms o men
o:ly a gesture, because few women in Iu,di1 ooy Tomained
i the}r own right. In consequenge ungex?vﬁ] )property
franchise the proportion of women as V(’)ters is stﬂlu: Er,ese-n’t
low. In order to correet their proportion the Cex pomely
recommend the addition of two special qualiﬁca?cr'mmssmn
women voters ; namely, being the wife over 25 yea;znsf for
of a man who has a property qualification to vo‘ce(3 by
secondly, I.)emg‘ a widow over that age whose hushand ’ata?h.
time of his death was so qualified. Tn addition, under the
Commission’s scheme, women over 21 vears of age he
possess the suggested educational qualification would af i
enfranchised in their own right. : lso be

These suggestions have called forth much eriticism and

w
v Ifledmsll)cft'wmher they would be acceptable to any consider-:

ioh of opinion in the count
] inion ry. The argument
agatllrlxstrethe tCo?musm‘on s proposals have been Wellhset ouz
in { port of the Government of the United Provinces, in

*Volume I, para, 203.
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which. it is suggested that in the existing conditions one
practical result of the proposal would be to give to the family
of the low caste Hindu voter, whose wife is able to go to the-
oll, a gvcond vote ; and thus give them twice the voting
- power of many of the higher castes, and also of many of the
Muslims, who8e wives would be debarred from recording
thgir 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 only prudently
be decided in accordance with the wishes of Indians consti-
tutionally expressed. It was in pursuance of that view that
‘provigion 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 agrec with them that it would be unwise to
attempt to force upon 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-
vineial councils, and we consider that the subjeet can well
be deait with by them in the constitutional resolution to
which we have referred. So long however as the principle set
out by the Joint Select Uommittee of Parliament is main-
tained, we think it to be a prdper course that the suggestions
of the Commission for the special enfranchiseinent of women
should be further investigated by the Franchise Committee.

Communal representation.

30. T};e Hindu-Muslim impasse—The problem of com-

munal representation has been rightly deseribed by the Com-
mission as a highly controversial-and most important subject.

On its solution will depend in no small measure the success
or failure of the new constitution.

. "The Commission’s report contains a carefully prepared
and closely reasoned examination of the issues at stake. The

- conclusion reached 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 communal elec-
torates, the outstanding question left for decision is the pro-
portion of seats in the various provineial councils to be set
aside for Muslim members. After expressing a hope that a

*Volume lI, para. 75.
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renewed effort will be made between the two communities
themselves to reach an accommodation, the Comrission
_ offer several general expressions of their opinion. They
hold that in view of the weakness of the Muslim minority in
six out of the eight provineces, the present scale of Weightage
‘1 favour of Muslims in those six provinces may-properly be
maintained. On the other hand, the Commission range them-
‘selves detinitely against the full claim put forward by -the
Muslim community that, while retaining their weightage in-
the six provinces, the present proportion of seats secured to
‘Muslims by separate electorates in Bengal and in the Punjab
should be enlarged to figures proportionate to their ratio of
population. Seized with this dilemma, the Commission offer
the Muslim community a choice between two. alternatives ;
either, so it would appear, representation on a basis of their
population in Bengal and the Punjab, but with the loss of
their weightage in the six provinces ; or joint electorates by

mutual consent in Bengal and the Punjab and fhe existing .

scale of weightage elsewhere. There has been no indicati
hitherto on the part of the Muslim communit}El oofngrll(;rat(;(i);
position to accept either of the two alternatives suggested
for their consideration by the Commission. Nor has the com-
munity given any support to the scheme outlined in appendix
VIII of the report for substituting for communal electorates
a plan which purports to combine joint electorates with the

ﬁfg&?&m of candidates unacceptable t(.) the community

While the Commission hold the view that ;

. g at
of agreement between Hindus and Muslimsg éclsn ths all)se{lce
torates must remain, the majority ; na. elec-

. ; ) of the Indian
mittee believe that wider considerations I(llllt?srt %i%ﬁ?}ig(;%-
wishes of particular communities, and recommende tha?;

communal electorates should be abolished. Thefr

is that in provinces other than Bengal seats sl?;g%:f st?é

reserved in joint electorates either on a populati i
on their voting strength, whichever may bepm%re'tlpslm%%u?fjallz zr
them, and that they should be permitted to contest other seat:
in general constituencies beyond the number actually reserved
for them. "The Committee proposed that in the Punjab the
.Hu.xdu and Sikh minorities should be given the privilege
Whlch they recommended for Muslim minorities elsewhere
But for Bengal they suggested that there should be no
separate o]ecjcqrates and no reservation of seats, and that th
two communities should vote together in a joi’nt elector: tec
~ These majority recommendations of the Committee Weréctae.
tremely distasteful to two out of the three Muslim memb s
of the Committee, and drew from Nihate

of dissent. them a vigorous @ﬁutq
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Lastly, we take this opportunity to refer to the solution
put forward in the Nehru report, whose authors took the
line, first, that separate electorates must be completely dis-

' earded as _a condition precedent to any rational system of
representation ; second, that the reservation of seats for
majority commuynities is inderensible'; and, third, that for
Muslim minorities there should be reservation of seats, when
demanded, in strict proportion to their population, with the
vight to contest additional seats for a fixed period of ten
years. This solution was no more successful than other

~‘expedients which have been proposed ; and its failure o
attract Muslim support was one of the reasons why the Nehru
report was subsequently disowned by its own promoters. .

Since the publication of the report of the Statutory Com-

misSion little progress has been made by way of negotiation
between the two communities. We recognize the need for
an agreed solution, and would be reluctant in this despatch
to write anything that might hamper agreement between the
representatives of the two great communities themselves. At
the same time we cannot disguise from ourselves that the
prospects of agreement seem remote. When the last reforms
were introduced, the Lucknow pact held the ficld, and
throughout the proceedings of the Joint Seleet Commitice
was given binding force. That pact is no longer acceptable
to eithe? party ; and if the decision of the problem be left to
Parliament, unaided by agreement between the parties, no
easy solution can be found on the lines of a maointenance of
the status quo. The change effectgd by the withdrawal of the
‘official bloc is also important, and brings the communal ques-
tion into greater prominence, for with the disappearance of
the neatral element communities are driven to rely exclusively
on their owr representation. Their relative strength, there-
fore, becomes a matter of still closer interest.

‘We do not propose to traverse the argnments, theoretical
and practical, against communal electorates. We are fully

_ ‘conscious that separate communal representation assumes a

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

. their existing weightage if they desire it, and with this expres-

gion of opinion we agree. With regard to Bengal, the
Jocal Government state that ihere is irrecencilable dis-
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agrecment between their Hindu and Muslim me ) .
European members of the Government have comzn?grs};e ;1:)1;3 at the root of the present diI’ﬁcplties. When with the exten-
_clusion that representation on the basis of population is the . sion of the franchise thesc differer.ces disappear ?nd the
fairest method of distributing the seats in the general consti- \ voting strength more correctly reflects the population, the
tuencies : and that any weightage that is to be,given to 4h justificatidn for communal electorates for majority com-
non-Muhammadans in respect of their wealth "egducation o: Inunities woudd cease. The perplexity which now presents it-
;iosmon should be allowed for in the special ‘constituencies self of deciding between the apparently irreconcilable claims
n the Punjdb the position is singularly complicated owg to of rival communities would have passed away. *In this view
illl'e rival claims of the three eommunities ; the Muslims “tife the adjustments now to be made may be regarded as serving
indus, and the Sikhs. The official members of the Pu’njab what we hope is merely a temporary purpose. We agree,
hav_e_work.ed out a carefully balanced scheme for the com « a8 already stated, that the privilege of communal electorates.
Dosition of the new provincial council, which gives the where they now oxist should not be taken away without the
Ml(lishms a majority of two over Hindus and Sikhs c%mbined consent of the community concerned, and that such consent.
_a“h a proportion of 49 per cent. of the house as a whole. * "The ghould require the votes of two-thirds of the members in the
scheme safisfies neither the Muslim nor the Hindu ] legislature of the community concerned. But we attach
‘Sikh members of the Government, but in our vi 1oF the importance to providing machinery in the Aect for the dis-
sideration, subject to remarks which we shallvﬁilﬁff;ffnﬁ’fg appearance of such electorates and for their future roplace-
On the more general aspects of this baffling roblem. ment b}_f normal systems of representation more guited to
-gie clqns@er that it may be a legitimate grievance topdepriv(; * responsible self-government on democratic lines.
comeire mm the Punjab and Bengal of representation in the 31. The representation of the Sikhs—We have referred
of ‘the weigﬁtage ;ﬁgwgé tt e111\'/[ pcl).pulatl.on merely because briefly in the preceding paragraph to the bearing of Sikh
At the §am% time we appree(;ate%Tlelani)bl'rélcr‘t(i)rltles elsewhere. representation on the gdeustmeqi: %ftcommlzlﬁal Igypgortlons-
najorities in the legislature guarant dJ ons to communal in the P}m,]ab legislative council between the Hindus and
at the wi gisia guaranteed on a population hasi the Muslime. The problem arises only in the Punjab. In
e wish of a majority co hasis p ) .
stituencies. Varions Su(;(resir}mumty through communal con- no other provinee are the Sikhs given separate representa-
meeting these objeetio r?sb &(;ns h;we beep put forward for tion. Their communal electorates in the Pungab date from
from general plus special c-onst.ts;umlr}g legislatures returned the last reforms. The authors of the Joint Report, whoge\
that in Bengal and the Peot ituencies, it has been suggested _ condemnation of communal electorates 1s well known, made
inencies should be so distr?ﬂdt) (tlhe general communal consti- an exception in the case of the Sikhs on the ground that 1n
that means alone a clear ma'ol;i% as to give no community by the Punjab they are a distinet and important people, who
The majority community gOuldy %1 the legisldture as a whole, supply a gallant and valuable element to the Indian army,
tiencies on the population basi e given compmunal consti. ‘bnt who are_everywhere in a_minority and for that reason
stitute a majority in the legi;,lsg‘fﬁrle)r(;vmﬁg they did not eon.” ~ go virtually um:epresented. They .accordmgly _proposed to
have to succeed in returning memby, © obtain which it would . extend to the Sikhs, and to the Sikhs alone, the system,
least, of the special nou—communa%r 8 in e_lectlox.ls to some, at" ° alrcady a.d'opted in .the case of the I\Ius11m§. The Slk_h claim
suggestion is that put forward by thconsn_tuencms. Another was specially considered by the Franchise Qommlttee_of
Government of the Punjab to Whi}ch vfeogf\:’lal {nembers of the 21l91_8'-1;9’and they.wer’% gl‘fel}ll 1? out of 24 sttlaats in the ;E(’iun‘;{aél_)
v;lhere the Muslims though having a majoii%yreafdy; referred, si%:fagt‘f o cou'l;ﬁﬂ;chis hegrop%‘r%io?n:tﬁden S}irklfxlggilzsrs have
- B D = of two ion wi , s,
] indus and Sikhs combined w'ould not command a maj&‘;:r adhered to a claim that they should have not less than 30 per
in the house, the balance consisting of two seats all y cent. of the -total seats. The present position, as we
Eu{}?p?ians and one each to Indian Christians :nz %;%%uti(-). understand i%, is that the Sikhs are prepargd to acc’ept joint
: 1'1rd suggestion is.that communal discriminations though - electorates provided that the Muslims agree, but that if
;{D_p (ie to electors should not extend to candidates. Thus a communa! clectorates are retained in any provinee they
11& u would bq eligible under the electoral rules to represent should be assured in the Punjab of representation on the
a Muslim constituency and vice versa. basis at least of their voting strength. As the voting strength

differe ., " ; of the Sikhs.on the present property qualification is consider-
;trigent(ilesofbiltl“ een .the voting th;ength ably in excess of their proportion of the population, this elaim
gth of the varlous eommunities lie *could be accepted only at the expense of the Muslims or the

The existing
sud the numerical
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Hindus. The proportion given in the scheme prepared by the
ofticial members of the Government of the Punjab, though .
higher than the population basis, is less than +he voting
strength of the Sikh'community. In his minute of dissent the
Sikh Minister of the Punjab has expressed a waraing that the
arrangement proposed by the official members-is not accept-
able to two powerful communities, and that they ar¢ not
prepared to surrender on the point. Put in its crudest form?
the claim made by the Sikhs is that the British conquered
the Punjab, not from the Muslims, but from themselves;”
and that if responsible self-government is now introduced,
they will not submit to a system which places the Muslims’
in a permauent majority over both Hindus and Sikhs com-
bined. We bave given careful consideration to these diffis
culties, but so far as the Sikhs are concerned are unable to
propound any better solution than that put forward by the
official members of the Government of the Punjab. '

32. The representation of Ruropeans,—With the other
ﬂasses of communal representation we can deal more briefly.-
Lﬁhere can be no doubt that for the representation of
Buropeans their existing separate electorates must be main-
tammed. We accept the principle that their representation
should, if possible, be in its present proportion, and iu 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.—W
- —We agr
that as regards the number of Anglo-Indian seats the obgjlei:
n view 18 to secure to the communit

. A : Yy an adequate o -
tunity of making its views known in the 1egisla%ure thf(?tf;h

«suitable representatives ; and that no «uestion arises of
trying to allocate seats on the basis of such factorg ag popu-
lation and political influence. The community is faced with
very special problems of its own. Tts main interests may be
summed up as entry to the services and educational facilities.’
So far as concerns the former the ficld of employment which
is of particular interest to the Anglo-Indians is to be found

under the central Government, especially in the Railways and
the '_]?elegraph department, and in a later passage we refer
specifically to the%

be practicahle to their position on the railwavs. But their
educational problems fall within the provincial sphere, and
we regard it as .impo.rtant that they should be enabled {:Jarti-
cularly from this point of view, to make known theh" needs
and their case. Subject to further investication by the
Franchise Committee, we are disposed to atce

" | ee, | . t th es-
tions of the Commission for increasing the to{)al nfmsl‘ggxg af

ossibility of giving such protection as may -
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veats allotted to Anglo-Indians, and to think that wherever
possible their representation should for the present be by
separate electorates.

. o4 The representation of Indian Christians.—The Coum-
mission staje themselves to have been impressed, by the
fact that a representative deputation of Indian Christians
whigh met them in Delhi evinced their readiness to be nerged

.in general electorates, and for that reason they have recorued
4 decided preference for the reservation of seats in the
case of Indian Christians in place of separate electorates.
The present position is that Indian Chrisiians have separate
electorates in the Madras Presidency where the community
is particularly strong and returns five members ; everywhere
else any representation they have is by nomination. Irom
representations made to us since the publication of the Com-
mission’s report, we understand that the Indian Christians
of Madras are far from willing to surrender their separate
electorates, and we endorse the view of the Government of
Madras that the community in that province should not be
deprived of its privilege without its consent. Provincial
replies indicate that in some provinces reservation of seats
may present considerable difficulties, and that where separate

electorates cannot be formed, the Indian Christian community

may still need to rely for its representation on nomination
by the Governor.

35. The representation of the depressed classes.—The
suggestions made by the Commission for the representation
of the depressed classes have been much criticized by the
provincial Governments. The difficulty of framing for each
provinee a definition of the ¢ depressed classes ’’ is probably
inherent in any scheme for the special representation of
this class other than by nomination ; but the Commission’s
proposals place a peculiarly embarrassing duty omn the.

overnor to certify candidates authorized to stand for the

‘depressed classes ; and the proportion of representation

which the Commission suggest, namely, in the ratio of three
quarters of the proportion of the depressed classes popula-
tion to the total population of the electoral area of the
provinees, scems likely to be unduly high. The Government
of the United Provinces have calculated that in that provinee
the Commission’s proposal would result in the return to
the provincial legislature of no less than forty members in
place of the single nominated member who at present
tepresents the community. The whole problem of the re-
presentation of the depressed classes will require care-
ful investigntion by the Franchise Committee ; and at this
stage we only wish to make plain that ir our view their
adequate representation should 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 xpeet'mgq
of depressed classes associations have re-affiimed their belief
in separate electorates. o
36. The representation of non-Brahming in Madrag.—
We agree that thé reservation of seats for non-Brahmins
Madras is no longer necessary.

37. The representation of Mahrattas in Bombay.—4iho
recommendation of the Coramission is that the time has not)
vet come for the abolition of reserved seats for Mahrattas §
but that it may be possible to abandon reservation in some of
the constituencies in which seats have hitherto been set aside
for the Mahratta community. The local Government have
expressed no opinion, and, pending further examination by
the Franchise Committee, we retain an open mind.

Special representation.

38. The universities—We come now to special, as
distinet from 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
eorporate body of opinion that then existed. When the
present reforms were introduced Lord Chelmsford’s Govern-
ment found some difficulty-in reconciling themselves to

-]

their retention. The Statutory Commission, though with -

considerable hesitation, recoramend that they should be
preserved, but the number of seats should not be increased.
All provincial, Governiments, except the Government of Bihar
and Orissa, agree in refaining university representation,
and the same view is taken by the Indian Central Committee,
In face of {his 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 Goveruments of Madras and of Bengal, that in order
to secure a more adequate representation of learning and
the return of representatives possessing special academic
(@aliﬁcaﬁons, the franchise in these special constituencies
should not extend to graduates generally, but should be
confined to members of the Senate or the governing body.
We would observe that this change would not disfranchise
the general body of graduates, who may be expected tg
. retain their votes in general constituencies, even in the

absence of the new literary franchise qualification which the
Commission have proposed. S

39. The great landholders.—The Commission . deal at

some length with the special representation of the great
landholders, and ¢ome to the conciusion that since persons

possessing the special franchise qualifications prescribed for
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landholders’ constituencies have been returned in consider-
able numbers for general constituencies, their special repre-
sentation, is no longer required and should be abolished.
Phe recdmmendation of the Statutory Commission counflicts
with the veew,expressed by the Irdian Central Committec

~_that this class of special representation should be retained.

‘Every provincial Government, except the Government of
* Assam where there is no special representation of land-
hoiders, agrees with the Indian Central Committee, and con-
siders that the special representation of the great landholders
is still needed, in view hoth of the position of that class in’ the
country and of the steadying effect which it is likely to have
in the new legislatures. The suggested abolition of their
special representation has been received with feelings of
resentment and dismay by the great landholders themselves,
and one of the first steps which they took on learning of the
proposal was to form a representative delegation to present
to His Excellency the Viceroy 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 suggesiion made by the Commission
that, in the event of their failing to secure representation
equivalent to the present number of their special constitu-
‘encies, their representalion should be obtained by nomination.

We have ourselves no hesitation in holding that this
form of special representation should continue. Both the
arguments and the statistics used by the Commission might
to our mind have been used with equal eﬁcgt to destroy the
“special representation either of commeree or ‘of. the univer-
sities, both of which the Commission retain. We have no
reason to think that there was any intention on the part
either of the authors of the Joint Report or of the Franchise
Committee, over which TLord 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-
stitueneies of persons possessing the special landlord quali-
fication can rightly be regarded as a healthy sign of a
greater readiness on the part of a conservative class to
recognize their obligations and take up political responsibi- .
lities under an increasingly popular system of Govern-
sment, But prejudices still survive, and unless special
constituencies are retained, many leaders of this important
class mey sfill be unwilling to expose themselves to the
hazards of election- by general constituencies ; and those
landholders who are elected by general constituencies may -

' prove to be unrepresentative of the landholding interest.

-, ) ‘ . b
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consequence the representation of labour was left to nomina-
tion by the Governor, six seats being'set aside for that pur-
pose, and digtributed between the provinces of Bombay,
Bengal, 8ihar and Orissa and Assam.

The prpblem was next considered in 1924 by the ’
Reforms Enquiry Committee which recommended fhat the -
representation of factory Jabourers in the provincial councils

eshoulé be increased, and that the local Governments

should be asked to formulate proposals. The Com-
rittec expressed the opinion that, if possible, representation
shiould be by election. On examination it was not found
possible to introduce an elective system in any provinee,
and the action ultimately taken on the Committee’s recom-
mendation was merely to add four pominated seats, two in
‘Bohmbay, ong in the Punjab and one in the Central Provinces,
giving a tota] of ten geats in the nine provinces including
Burma. It was recognized at the time that criticism
might be °directed to the fact that the only response

.'to the recommendation of the Committee was to .increase

from six to ten the number of seats definitely assigned to
the representation of labour in a country which claims a
prominent place in the 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 faetor in the world’s economy,
her workers were not then sufficiently organized or sufficiently
differentiated in aim or outlook from the general population
to warrant the creation of artificial means whereby they
might be provided with representatives in the legislatures.
"'he conclusion therefore in 1926, as in 1920, was that all that
was mecesgary or possible was to enable the point of view

of the still immature workers’ organizations to be cffectively

voiced by competent exponents who had made it their gpeclal
study. . ‘

The Indian Central Committee have recognized thai un-
organized labour must remain unre_presented until the
franchise has been lowered to a sufficient degree to enable

them to win representation in_the general constituencies ;

“ put, holding the view that India is on the threshold of a

great industrial development, they regard it as of the higbe_st
importance that means should be provided by which organized

. 1abour may be enabled 1o make its wants known in the legis-

Jatnres through representatives of its own. The Committee

" mocordingly proposed to set apart eighteen seats for the xe-

presentation of organized labour in the eight provinees and

* yecommended that in Bombay four seats should be reserved
for labour in four general constituencies, and that in the

»2
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other provinces representation should be by separate elee-

torates. * '
The Statutory Commission proceed with great fot

and, Major Attlee dissenting, suggest that, pgendi;; %5‘111]1:’&00!;

- investigation by the Royal Commission on Labour in ‘India

* in every province the Governor should have the dﬁtf '0%

drawing up rules for securing labour representation by the

means which in existing circumstances are the best avail-

able. If the Governor finds that for the present he must

still resort to nomination, he should condider wheth ex¢
.are suitable labour organizations which he mig’r?t ezoﬁﬁi‘;ﬁ

before making his ghoice.

We accept the principle that the special representati
of lahour should remain, at least until sgch timepas éi‘f}?t’tﬁ];
extension of the franchise the great majority of their nimlsers
qualify for a vote in the ordinary constituencies. We would
prefer that their representation should where possible ‘b(
by‘ election ; but are bound to admit that the po°ssibi~>l;1(ié'~; c(ii
this siill secem remote. Three provineial Govérnmént'\
namely, those of the United Provinces, the Puniab -n%‘
Assam, make it clear that they see no present alter;ntiv:t
nomination. We are ourselves reluctant to throw th; wh 10
burden of decision on the Governor in person and W'lolg
reconlmend.that the problem should be further exar;;ine ‘iub
the Franchise Committee, before decisions are taken ei(thci

as to the mode or the extent of 1 g Lati
as to the mo abour representation on the

. Provincial executives.
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of Madras would provide thatmo person other than an
clected member of the legislature should be appointed to
the ministry except on the recommendation or with the con-
sent. of she chief minister. The Government of Bombay
would exclude ministers appointed from outside the coyncil
on the grownd dhat their inclusion would be contrary to the
prineiple of responsible government. There are differences
of 8pinion 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. uny 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 exeeedingly interesting examination of the implica-.
tions and possible consequences of an official minister in the
Cabinet. His Execellency the Governor and the service
moember of his council 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
Glovermuent state that this is a feature of the proposed
constitution which has been specially singled out for attack,”
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 merhbers 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-
criior the advice which he will need. A very similar ling of
reasoping is found in the letter of the Government of Assam,
who state that the mere retention in the hands of the Gov-
ernor of the power to appoint an official is likely to be misun-
derstood and to engender suspicions detrimentairto the accept-
ance and working of the new constitution. The Government
of Bihar and Orissa hold that owing to difficulties in its
operation the appointment of an official minister will be the
coxception rather than the.rule, and that this device for mak-
ing official experience available for the ministry and for the
Governor will not ordinarily. be effective. They would, how-
ever, accept the provision in the discretionary form suggested
by the Commission to meet exceptional circumstances, for

+ ‘instance, the temporary appointment of an official to avoid an

. .
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interregnum. The preponderance of opinion i ’
) o in ern-
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44. Non-elected non-officials.—With regard to the inclu-
sion in the Cabinet of non-oficial non-elected persons, we conz,
sider that objections can be met by provision on the lines of,
sub-sectidn (2) of section 52 of the present Government of
India Act that, save an official, no minister shall hold office
for a longer périod than six months, unless he is or becomes
an.elected member of the legislature. . '

45. Communa) representation in the Cabinet.—Minority
communities attach great importance to sécuring representa-
tion in the Cabinet, and disappointment has been expressed
at the conclusion* reached by the Commission that it is

»

" impossible to have any rigid and formal provision in the

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 tEe 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 some
length in the letter of the Government of the United Pro-
vinces, and interesting references to the attitude of the Sikhs
and of the Hindns in the Punjab will be found in the minuteg
of the Hindu and Sikh Ministers respectively of that provinece.

We agree that for the reasons which the Commission
have given it will be difficult to make statufory provision
guaranteeing representation in the Cabinets to minority com-
munities. The view which we take is that in practice the de-
gire for peaceful administration will in the natural course of
events lead the majority to enlist representation from other .
communities in the formation of the Cabinet, and further in-
ducement in the same direction will be derived from the par-
Jiamentary value of minority groups. We believe, therefore,
that where the minority is influential and commands support
in the legislature, it will be able with some confidence to count
upon Cabinet representation ; where the minority is small,
the prospect of its representation must necessarily be more
doubtful. We do not fail to recognize the strength of minor-
ity apprehensions regarding the composition of the new execu-
fives and for that reason we are prepared, if no other
means of meeting these apprehensions can be suggested, to
give a general support to the suggestion put forward hy the
Government of -the United Provinces that the Instrument of
Ingtructions to the Governor should include an obligation to
attempt to secure representation of a minority community

*Volume II, para. 55.°
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fouch with the Governor, the ministers and all depart-
ments of the secretariat. Similar support is given to the
proposal by those members of the Government ot the United
Frovinees who do not favour an offictal minister. On the
other hangd,  the Govérnment of Madras, while -they
support the appointment of a Cabinet secretary, place
hisn definitely under the control of the chie! minister ana
allow him no access to the Governor witheut the knowledge
of the ministry. In other provinées recoghition of the nced
for supplying the Governor with competent official advice has
produced suggestions which, while they coincide in their in-
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 oulside
C&hinet. The view personally expressed hy His Jixeellency
1lie Governor of Assam is that he rewxards the presence of a
financial a{giviser as a necessary condition for the establish-
ment of a fully responsible Cabinet, and that it is only on the
undeistanding that sueh 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 councila
The suggestion is put forward not only on the ground that 1t
will be necessarv o supply expert advice on financial and
revenue mwatters to individual members of the Cabinet or the
Cabinet as a whole, but to ensure that the Governor shall be
able 1o rely on edministrative experience of a high order in
the cvent of a breakdown, and to secure the cfficient working
of ihe poermanent civil service. The views of the Govern-
ment of the Central Provinces tend somewha{ in the same
divection. They hold that the need for expert advice to the
ministry and the advantage of having an official of standing
in close toueh with the Governor and his ministers are patent.
They suggest that the best plan for securing this advantage
will be to arrange for a financial or revenue adviser or
Commissioner, who might attend Cabinet discussions when
his presence was desired by the Governor or the ministérs,
and they believe that snch a plan would be preferable to
that of a Cabinet secretary standing in sowme special relation
1o {he 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 supnlying the Gov-
ernor with special official assistance in the diseharge of the

onerous responsibilities which will pass to him under the new

system is nowhere more strongly expressed than in the letter
of the Government of Bihar and Orissa. The duties likely to
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fall to the expert adviser are discussed, and His
the Governor presses for an appointn;en:_kd of tha%xﬁxexlﬁﬁﬁ

cusure that the Governor.is in a position to car u, o
duties. ) & posit ryonthu

Through these comments there runs a doubl Jir
thought. The%irst takes the point that the Cabinet ‘iztaleﬁewglvfl
require assistance not only for the maintenance of its re-

cord, but also that the members may have the benefit of past '

experience of Cabinet administration secured by a counti
post. The second line of thought relates to ,wl);a.t (\:\?: t;‘?g‘:;ﬁ
as a distinct problem, namely, the pecessity of giviﬂg the
Governor the assistance of experienced advice, more parti-
cularly for the due exercise of his overriding powers.

. Oft thes:htwlo reguirements the first co
e met on the lines suggested by the 1881 -
appointment of a Cabinet secreta}rry. s&%mﬁlsfm%rigfoﬁlﬁ

as the Commission propose,* ‘‘ have dire :

ernor, 8o that, whether His Excellency w:; ;ff&?aﬁ& (‘}0?:
«meeting or not, he would he kept impartially and ’fungw"l'ln
formed of the course of business . He would, as in En 11,(11.-
be the servant of the Cabinet ; his funetion would be t faselt
the Cabinet in the discharge of its dities and 'th:u;sf u'l‘t
would of course be open to him to approach the Govern 8
on any matter, he would not do so without the cognizance c(;;

uld, in our view,

Hministers.
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* Velume II, para. 61, Priate

43

7" 49. The overriding powers of the Governor—It is
generally recognized that for the reasons given by the Com-
mission® it would he neither practicable nor desirable at omce
tp create the position that the Governor should be Bound:

on ail subjgcts by the advice of his ministers. The peed for

overriding powers is admitted by all who appreciate the -
nMimate responsibilties, which Parliament must still retain

o for the administration of Government in"the provinees, and

not the least of relevant considerations is the reliance which
‘the minority communities will repose in the Governor for
their protection. ) : ' '

Under the present constitution the powers of the Gov-
ermor to override his ministers are theoretically unrestricted.
With the exception of the Governments of Bombay and of the
Central Provinces all the provincial Governments accept tie
views expréssed by the Commission, first, that in the new pro-
vincial 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 control of the Govermor
General. Similarly it is agreed that the purposes for which
the Qovernor is given 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
so great that with him must remain all powers not expressly
transférred to the ministry and to the legislature and that it
might be preferable not to embody these powers in the rigid
langmage 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 & ministry, and siggests that they should be left
vague 80 .as to cover only the obligations imposed on the Gov-

- ernor by his Instrument of Instructions.

The view which we are disposed to take is that the over-

riding powers of the Governor should be defined in the statulg,
but that no closer definition should be attempted than is made

‘*Volume TI, para. 40.
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the - Commission.” If the powers  were - to

%z o precisely specified as to be capable of judicial
interpretation, a tendency might arise of subjecting all pro-
ceedirigs of the ministry to the test of the overriding, powers

of tlie Governor. Any such ter_xdency would in our view bd

~wholly inconsistent with the spirit of the new cbnstltuplolil,
and, if puvsued, might well prejudice the entire scheme ol the

v i ian opi-
reforms. We are-aware that some sections of Indian opt- ,

ion wi which one of wus is in agreemenl would
Ifl;(\;éurmgéstrieting the first of the overriding POWeTS
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 1.nterv¢.3n-
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
big overriding pewers will be infrequent and reserved for
exceptional occasions, when no other course sedms appro-
priate.

There is one new category of overriding powers suggested
by the official members of the Government of the Punjab on
which some brief comment is necded. The proposal which
they make is that the Governor should possess special powers
to secure the financial stability of the province, and thev
explain that they have in view some power to defer too
hasty action, in the interest of the broader financial issues.
The particular instances which they cite are the re-
linquishment of substantial revenue, or the acceptance of
large schemes involving progressive recurring revenue expen-
diture, which could clearly only be financed eventually by re-
course to extraordinary receipts or loans. It seemg clear that,
though in such matters the use by the Governor of over-
riding powers might he dne to an anxiety to maintain the
financial stability of tiie provinee, in effect an exceedingly wide
measure of adminisirative interference wonld be involved.
We are inclined to agree with, the Commission that such a
power of intervention is undesirable, and should prefer to

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

We agree with the suggestion of the Commissiont {hat
the Governor’s power

eInor ot of securing the passage of rejected bills
by certification and his power of restoring rejected grants
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should correspond fo the range of his special powers to
control executive action.

50. Fundamental rights—It has Dbeen represented
¢o us that the overriding powers of the Governor
for the probection of minorities will be ineffective,
and we have been strongly pressed to provide sepa-
rately for this purpose by a recital in the Act of funda-

- mental rights. In the time at our disposal it has not been
possible for us to examine the question fully or in particular
to investigate the difficulties, which arise both as regands the
definition of such rights, and the selection of means by which
they could be made effective. The subjects to be covered by,
these rights are by no means matter of agrecement. Their
nature would require careful secrutiny. If they are expressed
in the constitution merely as so many gencral political.
maxims, they are unlikely to serve the purpose for which
they are framed. On the other hand, at first 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 may,
however, be some via media between these two alternatives.
We refrain therefore at this stage from pressing 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 Conference.

51. Emergency provision.—While Parliament remains
responsible that there are Governments in the provinees, and
that they function, special provision is needed in the constitu-
tion for a°state of emergency in the event of a breakdown of

‘the constitution. There has been little eriticism of the sugges-
tions made by the Commission* to vest the Governors with ad-
ministrative ‘powers for that purpose and, sybjeet 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

General to make andp 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

,emergencies, subject to the consent of the Governor General,

We put forward this suggestion for your consideration.

- 2. Backward tracts.—The provision in section 52-A'
of the Government of India Act empowering the Governor

*Volume II, paras. 65, 986—99. .
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General in Council to declare any territory in British India

to be a backward tract dates from the last reforms.
1t originates in the recommendation made* in the Joint
Heport that ‘the typically backward tracts, Where the
. ‘people are primitive and there is no material on which
to found political institutions, should be excluded from the
jurisdiction of the reformed provincial Governments and ad-
ministered by the head of the province. Much care and con-
sideration were spent both in the selection of areas declared
backward tracts, and in the arrangements made for their ad-
minisfration. Broadly speaking, the result was the creation of
two classes of backward tracts, those wholly and those
» partially excluded from the jurisdiction of the 'reformed
Qovernments. In the latter there are considerable varia-
tions in the degree of their exclusion. "

The Commission recognize that there are areas the in-
habitants of which are in a lower state of civilization than
their neighbours ; and agree that for such areas special
arrangements are necessary. Their first suggestion is that
it may be found that in one or two cases an area now notified
as a backward tract is so advanced that its special treat-
ment need not be continued. Action on this suggestion has
‘already been taken. There are mo backward tracts in
Bombay, the United Provinces or the Central Provinoces.
The Government of the Punjab state that there is now no
need for the special treatment of Spiti and Lahaul. The
Government of Bengal are: investigating whether the
Darjeeling district should continue to be in any degree ex-

cluded from the normal constitutional arrangements of the .

provinee, and will report the results of their enquiries later.
‘The Government of Bihar and Orissa state that there ure
parts of Chota Nagpur, of the Sanfal Parganas and perhaps
of the Sambalpur and Angul districts, which need not be
retained in a special position. In Assam, as in Bihar and
Orissa, the packward tracts are of particular importance.
‘While most of the tracts now notified must continue to receive
special freatment, there is some difference of opinion about
isolated areas. The opinion in Madras is that the existing
backward tracts cannot yet be brought entirely under the
-notmal administration. We welcome the re-examination of
the position which provincial Governments have made and
are making at the instance of the Commission, and accevt the
_principle of reducing the number and area of the backwarc
tracts wherever possible. There must, however, still vemain
large territories which all are agreed must for some time to
come remain outside the scope of the reforms. For the future
administration of these areas the ‘Cemmission have made
Impdrtant proposals.

*Joint Report, para. 109,
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The Commission appear to have been impréssed pti-
jnarily with the need to provide adequate funds for thé
development of the backward tracts, the most extensive of
which fall within the poorest provinces, and reach the, con-
cliteion* that ¢ only if responsibility for the backward
tracts is entrusted to the centre, does it appear likely that
it 'will be adequately discharged ’’. They fortify that coun-
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 responsible
government. It is suggested that they should not, like thé
minor administrations, be placed entirely outside the borders
of the Governors’ provinces, but the central Government
should use the agency of the Governors for their adminis-
- tration, ind by resort to its control of the all-India services

should enlist from the adjacent provinces the services
of officials familiat with local methods. The Commission
contemplate that members of the provincial, and possibly
of the subordinate, services should also, when expedient,
be obtained from the provinces. The arrangements proposcd
for partially excliided areas contain even greater complica-
tions.. Parfially excluded areas would continue to send re-
‘presentatives to the local legislature, and the Gdvernor, as
thie agent of the ceniral Government, would decide how far
Jocal legislation should apply to them. The extent to which
‘the Goovernor will act in consultation with ministets is to be
regulated by rules made presumably by central authority. -
These tracts would be under the .same system of taxation for
provincial 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
-central revenues.

We see gta’ve‘ difficulties in these proposals, which have
heen criticized by several local Governments. For the
adminisiration of the Chittagong Hill Tracts, the Govern-,

- _ient 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 futnre administra-
tion of the backward tracts situated in that province. It
i true that the Government of Assam support centraliza-
- tion, but in their case the prospect of transferting from the
*provines to the centre the cost of administration has prob-
.‘%}Hy hieen % ‘conigiderablé inducement.. At the same time the
- Qovernifent of Assahn ¢ntirely withhold their support frot

*Volunte I, perh. 120,
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the Commission’s scheme of i i
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53. The High Courts.—Amongst subjects not intimately
connected with constitutional issues of fundamental imp.ort-
ance are the recommendations made* by the Commission that
the chargds of all High Courts, including the Chief Court of
Oudl and the courts of the Judicial Commissioners of the
Central Provintes and Sind, should be put upon central reve-
nueg, and that the administrative control of all such courts

.should be exercised by the Government of India and not by
provincial Governments. We have made a summary exami-
nation of these proposals and have received in very general

> terms the views of the courts and the local Governments con-

cerned. The material before us however is not sufficient for
the adequate consideration of these recommendations, the
finaneial and administrative aspects of which, intricate in
thembelves, will require detailed exploration, in
consultation with local Governments, in the light of the «eci-
siong reached-on the larger constitutional issues, and we are
of opinion that they could be more conveniently approached
when thost detisions have been arrived at. As regards the
appoiniment of judges, we agree that while permanent
appointments to High Court judgeships should continne to
be made by His Magesty the King, all other appointments to
High Court judgeships and ail appointments to judgeships in
courts of lower status exercising similar jurisdiction should
be made by the Governor General in Council. We presume
that the distinction which appears to .be drawn at the end of
paragraph 346 of the report between the appointment of
additional judges by the central Government and the appeint- .
_ ment of temporary judges by the Governor General is not deli-
berate, and that the proposal is intended to be as expressed
uliove, i.c.,only a slight extension of the existing practice in
so far as Hjgh Courts (other than the High Court of Calcutta
to which olfciating appointments are already made by the
Governor General in Council), and the Chief Court of Qudh,

 are concerned. TFroin the reference in the first part of this

paragraph to the courts of Judicial Commissioners we assmne
that the recommendation applies to appointments to these
courts_also, and we agree that no differentiation should be
“made in the manner of appoinfing judges to High Courts
(except in the case of permanent appointments which have
always stood upon a different footing), and to other courts
which discharge most of the functions of a High Court. We
contemplate that in all cases where appointments are mado
bv the (Governor General in Council they will only be mad+
after close consultation with the Governor,
PROVINCIAL FINANCE. . .
54. Control of finance in the provinces.—The proposals of
, the Indian Statutory Commission contemplate the grant to -

R *Volume 11, para. 345.
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the provincial Gover

ﬁped. to the cgntrol of borrowing and to such control
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‘of indirect election to the Federal Assembly not being

approved.

56. Préliminary comments on Sir Walter Layton’s scheme.
—Murning now to the purely financial aspects of Sir Walter
Layton’s schenfe, we have, speaking generally, approach-
ed if with a predisposition In 1ts favour, maiply because it
aims at the establishment of a uniform basis for the financial
Sottloments with the provinees. Such an arrangement is in
every way preferable, if it can be shown to be workable m

> practice, {0 what seems to us the only other alternative, a

separate settlement with individual provinces on a basis of
needs. It is, however, essential to examine it closely, in
order to test its practical working, and we find it necessary
to make two preliminary comments. In the first place, the
séheme as a whole contemplates within ten years the aban-
donment by the central Government of about 12 croves of
their revenue and the imposition by the provinces of 24 crores
of new taxation. It is conceived in a spirit of optimism
which we find it diffieult to share, having reg td to the geneval
cconomic conditions, with which Indin and Adeed the world
in general are likely to he Faced in the 1 ars immediately
before us, to certain omissions in Sir W Zer" Layton’s sux-
vey of the central (Government’s positios to which we ~hadl
refer again, and to the reluctance which may well be felt by
the representatives of the people in the provinees to imypose
new burdens of this magnitude. Of the new items of taxation
suggesied, the proposed tax on agricultural incomes mvoelves

"highly controversial issues, and the ferminal tax would, if

introduced gencrally on fhe seale proposed, be open to serious
objection from the economic standpoint. Sir Walter Laytoun
has slso, im our opinion, overestimated receipts, especially
the revenue likely to be obtained from the taxes on tohacce
and matches. For all these reasons we fear that his estiraate
of 4he possibilities of fresh taxation may prove to be very
wide of the mark. In dealing with agricultural incomes Sir
Walter Layton makes the remark* that ¢¢ increased preduc-
tivity together with the rise of prices since pre-war days has
dnormously increased the money value of India’s agricultural
produets . This statement is opén to serious challenge,
since at the present time the prices of three at least of India's
most important crops, cotton, jute and wheat, are actaally
below pre-war levels, while others, such as oilseeds and
groundnuts, are but little above them, and this decline had
set in even before the report of {he Indian Statutory Com.
mission was published. It is searcely too much to say that

*Volume II, para. 269
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Our second general comment is that
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after fen years contemplates that a eertain definite and in-
ereasing proportion of the customs revenue should be paid
into tha%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 du-
tail-—We now proceed to examine in detail the assuniptioas
made in the above calculations. :

(1) Customs.—In view of the importance of this head of
rcvenue among the few which are left to the central Govern-
ment under Sir Walter Layton’s scheme, we have had a spe-
eial examination made by the Central Board of Revenue,
which is printed as one of the appendices.* It will be
seen that the Board do not aecept Sir Walter Layton’s cal-
eulations, bmt that for an entirely different reason—wviz., the
great possibilitiecs which lie in the development of motor
transport—they have arrived at the conclusion that in 10
vears, provided that there are no setbacks due to extraneous
mfluences, there should be an incaease under customs of from
7.8 to 10.4 crores. We would add that some allowance might
also be made for an increase in the revenue from the duty
on silver, Sir Walter Layton having aceepted the estimate in
the present budget of 1 crore whiell on the basis of past years’
imports is likelv to he exceeded. Therefore, so far as cus-
toms are concerned, even if the Central Board’s estimate is
so;newhat optimistie, we do not challenge Sir Walter Layton’s
fignre of 74 ecrores, which scems sufficiently conservative, pro-
vided always that economic conditions in those years are
reasonably good, and that there are no substantial changes in
the Government’s tariff policy. These two qualifying pro-

- visos are of great importance. As to the first, a continuance

of the present trade depression would reduce both the value
of our exports and the consuming power of the people, and
these conditions must lead to a diminished volume of imports.
As to the sccond, the present tendency of articulate politicak
.opinicn in India is strongly in favour of increased protec-
tion, and if this opinion obtains an increasing influence on
Government’s policy as is likely, many of the present revenue-
duties may acquire a much greater protective significance, with
a resulting decrease in (Government revenue. Nor can we
Jeave out of account the possibility that there may be a strong
demand that an increasing share in motor taxzation sliould
be transferred to the provinces, or be earmarkel in some way
for road development. There are thus grave elements. of
insecurity in the position, and the fact that the possibility of
. k ]
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improvement seems to i ;
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{5) Army—Sir Walter Layton’s estimate assumes a
debit of 3 crores to Burma and a turther reduction of 7 crores,
bringing the military budget for India down to 45 crores.
Mhis is & drastic reduction and the possibility of a big saving
Yeing Tealized depends largely on whether His Majesty's
Government ,will make a contribution in respeét  cf
the ¢ Imperial defence ’’ element involved in army expendi-
ture. We allude elsewhere {o the probability that the Burma
estimate will prove unrealizable.

(6) Railways.—Sir Walter Layton does mot take into
account any increase in the contribution from railways in
excess of € crores, recognizing the importance of keepmny rail-
way rates down in the general interests of trade. With this
latter comment ye definitely agree, though the amount of the
railway contribution is a matter which may require further
consideration. : :

(7) Cther items—If provinces become responsible for
their own accounts. there will be a transfer of expenditure
from tlie central Government to the provineces of over 50
Iakhs, though there may be some increase i1 the central Gov-
ernment’s expenditure also on this head, if the schems for
separation of accounts  and audit in central areas is ex-
tonded. On the other hand, the debit to central revenues of
High Conrt expenses less receipts from Ifigh Court faes
wonld, we believe, involve an appreciable net charge to
central funds. We are nof vet in possession of full details
ou this point, but such preliminary estimates as we have re-
coived from provincial representatives confirm this conclu-
siom.

59. Further considerations affecting Sir Walter Layton’s
assumptions.—Apart from the doubts expressed above as
fto Sir Walter Layton’s estimates, there are further con-
siderations to be borne in mind. Tn the first place, he has
assumed fthat 5 crores of interest on the balances of the paper
currency and gold. standard reserves will contimte to be .
eredited to central revenues. The receipts under this head
are, howover, at present more than counterbalanced by the
Josses on sales of silver which are still being debited to a
remittance head. In fact the propriety of treating the pre-
sent receipts as normal revenue may well be regarded as
doubiful, and we feel definitely that it would be improper to
treat it as a source which could be drawn upon in order to
surrender central revenues to the provinces. The difficulty
will beeome more clearly apparent when a reserve bank comes
into existence. Under clause 46 of the reserve bank bill.of
1997 the central Government was, it is true, to be entitled to a_
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_accordung to time-table may be impossible, but he goes en to
Muy down that in such an event tire wransier should be a first
chisrge on the central (Gtovernment’s surplus, and that any de-
lay would be made good in subsequent years. 'I'his formula
geums 16 us to require qualification, if only for the reason,that
a surplus JY ome year iy Lot Le a recurring surpius, 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 W_alter
Layton’s formula is also too rigid as, if interpreted strictly,
it might be held to mean that the eentral Government was not
at liberty to vary its scale of taxation (especially qustoms)
in a downward direction, a discretion which in the interests
of 4he country as a whole ought to remain with the central
Government. ‘

In -ghor}, we envisage a situation not different in essen-
tials from that under the Meston settlement under which,
while the proportions in which the various provinces were to
ghare in the remission of contributions were laid down by rule,
the dates and amounts of remission were left to the disere-
tion of the central Government. This conclusion, however,

~ does not mean that the order in which central revenues should
be surrendered should mot be definitely preseribed. To this

' point we shall return in dealing with the applicaton of the
scheme to the provinces. :

61. Necessity for allowing gufficient elasticity to reve-
nues of central Government.—There 1is another questiomw
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 discl}%}r_ga .
its responsibilities, remembering that those responsibililies
include defence, the debt, the credit and the foreign relalions
of India ¢ On this point we eonfess that we have telt mis-
givings. Our customs duties are already high, nor is there
much margin left for increase in taxation under inecome-tax
or sfamps, or in the receipts from the commerecial services
snch as railways. Once salt has been trausferred to the list
of national excises, the margin of elasticity in case of need
may become dangerously restricted. This leads us to- cen-
sider the desirability for treating the salt tax in a special
way ; for it is the best suited of all for an emergeney tax, and
his has always been an argument for keeping its ineidence
tow in normal times, so as to retain the possibility of its in-
erease as a reinforcement to revenue 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 provinces when the central Government is
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in a position to do this from its A
_ . assured surplus, w 1
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revenues.—We now turn to the newl_ o ot oy Ovinctal
to the  provinees ¥ application of the scheme

the proposed

new sources of inci

e . ) rov .
regarding which will in an provincial revenues, the decision

. : . v *case mainl : '
presentatives : '- ainly rest wit >
attention to cor(gliilh ¢ bprovinces. We must, howgvg'le nﬁ
the conrse of omr O‘{Ell%rimrté:}nt ‘points which have emeru’e«?ain
Governma ramination and our disenssi ith e
{ 2 )ts_ N ISCNRSIONS )
In the first place, Sir Waltar I:a\\\:tl(l)]zl tocal
yton pro-

|)U<_~(‘.S th('t the CUSt()Iﬂ% t V 1] f()l(‘lQ! l No )
‘acl 1 ' K du [8) i
. d ])\.'f b‘l 1V Cly

reduce 30 ¢ d that the provix 3
he right of 1mposglg further dn‘ties oglvi'%(;(ési;r}ll ('3111]1 i
s a counterbalancing adjusgnlig;tm Hllg
, t

form of exelses,
econtral 7
al Government should take the revenue fr
om comnier-
proposal in

el D carcy ey G
1215, 141 *
metho scrutiny  has su
a(;ininglsgiey?seg:for dgahng with foreign 1?(%3::631 th%ilt the
f]“f‘stionAr‘é(L]‘ug ;ﬂz:cuglles not fully realizeq ‘hithi}t’ nv’%}]ve
". . ires further examinati 5 Lo, s
takine ; I examination, which . o
beforg \N'c{l<}1cggi?%atl()ll with the pr(,)vinciul Y}em?tl\f under-.
this adiustme " e able to determine the exaet fnrm'.nmen.ta,
observe {hat a{lth cguld be made. Incideni-aHy W(,m which
- from r'or1m€;'cial C:[ubh the tota] amount of the Dl'eséntwqu}g
Lo olle stamps is ronghl N yie
which w ghly equal to th ~
alter“ g;]\(}tob% surrendered to the proﬁlllec;c? tal amou}?t
yion's proposals, the revenunes q Fb ::Pdder 1Snl'
. t ividus
. e *Volume I, para, 163, 3
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provinees would be affected in varying degrees, and some pro-

Vinces have gone so far as to ask fora preliminary® adjustment

on this .;mcount. . )
«  Ag regards the proposed surrender by the central G‘OV-:

ernment of oge-half of the income-tax on personal incomes,
we have already indicated that we accept this proposal 1
principle. Sir Walter Layton has stated that the amount
involved is in the neighbourhood of 9 crores, halt of which
would give the provinces 4} crores. He estimates further
{hat at the end of ten years this allocation would probably
grow to 6 crorcs. Both these estimates seem to us to be
optimistiec. On the latest figures available, for the year
1028-29, readjusted at the new rates of taxation introduced in .
the last budget, we calculate that the personal income-iax
collected in the provinces was approximately 7 crores, and
the allocation to the individual provinces of one-half of the
tax would.be roughly as follows :—

Lakhs,

Madras = .. . .. . 50.8
Bombay ' . .. o 90.67
Bengal .- .. e .. 96.08
United Provinees .- .. .. 3268
Punjab .. .. .. .. 30.75
Bihar and Orissa .- . .. 23.66
Central Provinees . . o 16.71
Assam . . .. > 8.97
Total .. 35032

——

A peint, however, which has to be borne in mind is that the
figures shown in the above list would not represent a net
gain to the provinces, for under Devolution rule 15 a certain
sharve already acerues to them, and we must presume that it
was intended that this provision shoygld merge 1m the new
proposals. It will be remembered that under. that rule the
provinees are entitled to receive a share (at three pies in the
rupee) of the tax upon new incomes brought under assess-
ment 1n any year as compared with the basic year 1970-21.
The object of this rule was to give to the provinces £
share in what was expected to be a growing head of taxation,
and it was anticipated that the industrial provinees 1n 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 ceutres

_in the basic year, the benefit has accrued mainly to the non-
- jndustrial provinces. . The sums which the provinces have
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obtained wnder Devolution rule 15 since 1921-22 are given in
an appendix®. The latest figures available (for 1928-29),
which we gyote below, are sufficient to illustrare the un-
» expectedness of the results :— ¢«

]

. Lakha,
Madras - . - .. .. 546
Bombay . e . Nil,
Bengal .. .. . . Nil.
United Provineces .. . . 077
Punjab .. .. 404
Burma .. . .e oo 1222
Bihar and Orissa . .. 474
Central Provinees . .. 293"
Assam ‘e .. 6.63

It will be seen from the shove table that, if thé increase al-
ready aceruing under Devolution rule 15 has to be surrender-
ed by the provinees, as a preliminary to the surrender by the

eentral Government of half the share on personal income

] 8
the effect of the latter surren ’

: der would be considerably modi-
ilx?ﬁ{]dThebcase of Assam 1s an extreme one, for that p);'ovince:
4 on balanece only gain 2.34 lakhs. We have not fually
gg(ﬁ;slldeé‘igrhow this sitnation can best be dealt with, but we
; ess & provisional view that h 1
exchange between liquor and stan (s robormen o o he
g 1 1i ] np duties referred to al
. gume sort ef preliminary adjustment will be ngcessa;; shoves
We accept the pro ; i .
) posal that provinces sh
f'lll‘:ti)(lll ?eigggaf surcharge ’I?Irlmounting to one—qlgg?erbif pﬁf;
ax crsonal ineomes. The proceeds of thi X I
itgltgos(le%ctaiotlﬁnpgs;al it a;[nd should conditions ac;;rsli’f E:)?’i'ts 11;(;1‘111(;
( ¢ Tull rate, may be taken a imately
egnivalent to half th i T o ornately
e precating bt e amounts mentioned in the table on
The proposal t¢ remove the ex ion fron .
¢ sal empt I
o?h.agrleu.]h‘n'al.1neomes raises a mOStpcl(?X?tI‘t:ngs' 1 e-tax
W tlc%)ll opinion in the country will run high. Ho
};\1}:\ z;n uz tmf?; ebihtehe lolg‘tc (ﬁl Stir Walter Layton’s arguments
ve ¢ reality that this exemption has ’
tion of long tradition and that deal; i lond b5 the sano-
hoons cond oetag iion ¢ at dealings in land have alwavs.
on¢ assumption that it w I
"Jl.‘he opinione of local Governments, withatf'elwtv e\;’gul?‘_remam,
definitely opposed to it and ' s o mo: AT

b . for practical

Ms imposition as unlikely i P a' Durposes we regard
1hon as y in the near future. W S

sympathy with the view expressed b; rgg;'lé %t.ha © ave some

n one province

ial issue, om
wever indis-
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that it is & form of taxation which should only be imposed
by a representative and responsible governmeunt, and this'in
fact means that it should not be imposed upon a province on
the vote of the central legislature, but that the representative

legislatufe in each province must be free to decide for itgelf.

o

The objbctiens to the widespread introduction of & system
of terminal taxes are more fully dealt with in an appendix*.
It inposed on the scale suggested by Sir Walter Layton, it

*woa'd be a serious burden on trade. A terminal tax designed-

to bring in 8 crores of rupees a year represents a surcharge
on railway freights of about 15 per cent., and the suggestion
to impose such a tax is hardly consistent with Sir Walter
Layton’s strongly expressed view as to the urgent need for
reducing freight charges. Moreover, apart from this broad
‘congideralion, there are certain practical diffienities in the
way of the imposition of a general tax of this nature which
sre not mentioned in Sir alter Layton’s report. Oectroi
Auties snd terminal taxes are already used in some provinees
as a source of municipal and local taxation. It would hardly
be possiblc to allow this form of taxation to be used by
mupicipal authorities at the same time as it was introduced
on a universal provincial basis. as proposed kv Sir Walter
Layton. On the other hand, the right to continue to levy
the tax eould not be withdrawn from the municipalities where
it i< now in force, while we foresee difficulties in the way of

‘resisting all further extension of such a method of taxation

to other municipalities. In this connection we have to take
{he actual needs of the various provinces into account. In
Assam, for example, a province whose revenue is very
rostricted and whose opportunities for improviny its position
from income-tax, etc., are under the present proposals for
epecial reagons much less favourable than those of other
provinces, we think that—particularly in connection with
tihe tea garden. traffic—there may be a special justification
for some sort of terminal tax. Again, in Bihar and Orissy,
a.province which has hitherto had no municipalities ‘levying
this tsx, there will probably be a strong demand for its in-
troduetion in this form. Without going into further details,
we may state our provisiopal conclusion’as follows. While

* we hold strongly that the economic disadvantages of such.a

tax are sufficient to condemn its introduction as a general
provineial tax, we think that for pnrposes of local taxation
there may be occasions when it will be the hest ‘availabla
method, if used for special purposes and to a properly limited
extent. If, however, the continued use of such a tax for local, .
purposes is permitted, it will be cssential to reserve to the
ceutral (Government definite powers of control in order to

* Appendix VIIL
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safeguard sources of central revenue, and to prevent the im-
) %))(?smon of fiseriminatory  taxation which may involve
reaches of international treaties or agreements.

. We have already taken up the examination of th
machinery for dealing with the proposed taxes on tobaccg ‘
and matckes in correspondence with provincial Governments, .
f}uth. present special- difficulties, 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 necessarily provisional. We hLope
lhat some effective arrangements can be devised, but \{?e
beh_evc? that it will not be desirable to impose too high a rate
at firsi on matches, and that the full vield from th; tax \‘vil'l
on}y be obtained gradually. We regard Sir Walter Layton’s
estimate of 5 eroves from the taxation of tobacco as too hioh

S DYy

and on present information we d )
amoung is likely to be realized. 2ubt whether even half thut

estimates—These preii-
t he < antd ary m order to en
Sir Wi the <atter from a practical point of view. |
is, if within ¢ ayton’s assumptions were all accepted, that
Su’rren"- ) (13“ years the central Government were al’)l t
tax allée{f t}id f t%l‘e fax on personal incomes and the esalct’:
of :xll . ¢ provineial Governments were to get the ben fit
i i
Come i, 0new taxes, tobzu_rco, matches, terminal tax an(dei
.snreﬁarore n agncultura.l meomes, and were to im tkrll .
vield ofbthgn personal incomes, and if his ‘estimatxe)os‘;' the
v pproxim’tllvanous taxes were realized, we gh (1)d e
¢ ately some such result ag the followine ould get
S

Province, Aétﬁ:i:i%:ﬁifh: f Peil:;nmge
L _ of rupees, o
Bihar and Origsa 4924
Pengal .. . 7,;0 s
United Provinceg ... 6’09 gz
A'- yJe. -
ssam .. .. 1,26 49
Central Provinces .. 2,20
Madras . 6’24 46
. Bombay .. .. 4 ’76 I)::) X
*  Punjab .. 3,51 3;

Tt raust be recognized tl -
Sty C0g hat the pictyre 13
itgg:lel represents no more tlmnpa distaﬁfte S(:;tgd ln}}he above
7 mnattainable, ideal. We have indeed a ady i even

i 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 taxaiion is the sur-
charge on personal income-tax, and a very doubttul 3 or 4
crqres from the taxes on tobacco and matches, with perhaps a
" terminal tax in a province specially situated such as Assanu
Some other forms of taxation may possibly be added’ to the
provjncial {und, though we can think of yone of a very pro-
ductive nature. We should also be glad to see as much lati-
tude as possible allowed in framing ihe s®edule of provineial
_taxes ; hut the provinces will have to rely, in the main, upon
>the gradual surrender to them of the central revenues from
- 8alt and personal income-ta.

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

64. An enquiry on the basis of needs.—As regards the
first of these problems, the Government of Bombay -have felt
themselves compelled to apply for.a preliminary adjustment
{0 meet their outstanding needs beforc the application of the
automatic principle begins. They suggest that needs can
only be determined by obligatory expenditure on essential®
services. Their request would therefore involve the appoint-
ment of a ¢pecial committee to investigate the necds 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 provinees. The Government of
Bihar and Orissa also consider that a ‘preliminary adjust-
ment should be made with the object of eorrecting existing
maladjustments before the automatie principle is applied.
They point out that, unlike other provinces, they obtained
un relief by the remission of contributions nuder the present
constitution, since no contribution was imposed unon them,
and that, with their existing deficit of 35 lakhs and the heavier
egpenditure 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 Layton scheme can
hardly he expected to materialize. The considered views of
the Bengal Government are not yet before us, but we have

,understood from their representative (who with the repre- .
sentatives of other provinces'met us recently in ‘conference) " .
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that the Bengal Government also wor i

al Gov _ would be like :
stfrolngly for a preliminary adjustment betore the ilnytr?dﬁ%ltt‘fg‘tsi :
o ‘t ie automatic 'principle. Other provinces, though the )
filelri)gl;'e% l? aece;i_)t the Layton scheme, would ,no dogbt adgaillz:‘ '
simile 1ms if a comumittee to enquire into nee:
a;_)pomt_ed. Some of them might a.l('lgue that in ii%?rvgggg-*
expenditure on essential services had been reduced or '
deferred through enforced economy in the pas needor

0

. While we have 5nsidered it our .duty thus to bring pro-
minently to notice the views of those Governments gwll)ﬁ?h‘
have asked fo? a spetial enquiry, our own view at prkesent Lis
that the appointment of a commiftee to examine the posi
tivn of the provinces on the basis of needs wonld be ike 'Bé‘
intensify provineial rivalries and to create gen'-eral‘disé yt" -
faction. For the conclusion is unavoidable that the de‘n‘lghlg-
of the various provinces are incompatible, and that no d N
sion could be reached which would be accepted: by all 'erc N
vinces as fair. On balance, therefore, our presexi; viep (i);
that we must definitely rule out the idea of any enera?adﬂ
Justment as between the provinces on the basis of ¢ needs ’.:
for we do not see how any tribunal could pronounce jud .
ment on a matter so controversial and so much 3 mattJer %}

opinion 1t a form which we could reasor
Mmo; 3 1 reasona L,
viuces to aceept. by cxpect, 4ll pro-

65. Preliminary adjustments ;

Prel ; may hav i
dt(:;e%;'—“;}};ﬂe’ howlever,' we feel forceg to te to be consi.
stated in the preceding paragraph, we do not «

say that no sort of preliminary a(’ijustmentotsﬁ)%lsé) {;'zi,r - ‘to
We have indeed been impressed in the course of oy ? nide.
tion Ly the serious injustice which may he ¢ ol o
initisl stage to certain provinces by the re-a ased in the

he conelusion

centrel uud provinelal sources of ‘revenye Tvotoyint of -

Tayton scheme. We have alread tvolved in the

Devolution rule 15, the abandony referred to the operation of

rolution rul ment of whie -
an initial loss in respect of income-tax f;‘;h;ch would involve

which could only be recouped la *pral provinees,
sources from the centrgl G%vernrfern‘}jyt}}leledagagfsj?erhs)f re-
En}ce}:}tlun}. Assam, for instance, stands to lose at o Mo ny
7 Jukhs from a source of revenue which had ‘bee“3e gxeax:ly
gt;}rov» ing, whereas their share of personal income--tal; ° eadﬂf
t 111((% c:ﬁlt?alllGovemment were in a position to surrélfg . lt
; lu(i( hse g ] qunount under this head, would not he moree'fh Y
9 lakhs. .1 mtn arly the exchange between forejen liquor ag
 comme cxaths amps, though these heads approximatel bal e
‘-‘o ar as the central Government ig concerned “Y- 11a oot
g;a\_]m]cllal ﬁr_lanc_es unevenly. No gures 'u'e’ t'1 affect
_ vin(I; a l)1 e and it Wlu.tﬂk(‘. time to ‘collect then; ba+ brosent
, ¢ has estimated its loss from the . transfer atu 1??; Gl} 113;0‘
. 3 lalkhs,
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The provincialization of accounts will involve a new burden
on the provinces which has hitherto been borne by the central
Governmeyt, while some provinces might benefit from the
trausfer 8f High Court expenses less High Court fecs. When
the exact cfect, on individual provinces of these various
trangfers has been examined more thoroughly than has up
to this moment been possible, consideration must be given to
¢he guestion whether these special groungs justify some pre-
liminary adjustments. We reserve our judgment on this
_poind. , v
- 66. The order of surrender of central revenues.—It 18
necessary first to explain how the various provinces will be
affected by the order of surrender of the two taxes in question,
personal income-tax and salt. We have already indicated
the proportion in which the provinces would share the pro-
ceeds of the personal income-tax when surrendered. The
industrial provinces of Bengal and Bombay and in' a lesser
degree Madras would obtain the principal benefit. The dis-
tribution of the salt tax on the basis of population (taking,
as seems reasonsble, a net figure of 6 crores at the time
when the transfer is confpleted) would give the following
results :— s

?ercentago

Lakhs. increase in

mvenup.
Madras .- .- 1,10 6.7
Bombay . .. 50 3.5
Bengal® C s .- 1,24 11.2
. United Provinces .. 1,17 9.9
~ Punjab T . 55 51
Bihar and Orissa . 90 16.3
Central Provinces .. 37 79
Assam . T 17 6.6

Tt is, however, coneeivable that the decision might be to trans-
for not the whole but a portion of one tax, and then a portion”
of the other. The result can be judged best by giving the
proportions in which each province would share in the first
crore of each tax surrendered :— ' B _
. Personal Balt.

: . income-tax.

Madras ‘. ce s 145 185
Bombay - wa 259 8.3
Beng'al oo ' te o) ' 274 - 207
United Provinces .. .93 19.5
Punjab . s e ; ' 8.8 9.2 »
Bihar and Orissa wa . .88 15.0
Central Provinces .. .48 6.2

Assam e+ e. w25 - 28

t Fowe T »
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t in
in the Assembly. It has alfso tg‘i(;an‘ggy%;;ge&ei?czﬁsag;imp‘
. ’ In 1acvors ¢ To
-Bengal and Madras come out fairly well in eithep event, and ° view of the mailyt}‘gc;f?ested financial arrangemen.tgy W};lléh
there is wo serious difference in the cage of the Punjab, ° tions 111V°]~"?d e ttle?nent working out very differe ( 3:,
Assam and the C(entral Froviness, though all Weuld fare may result in the se ticipated, provision should: be matde fo
slightly better if salt were given the preference. The prin. from what is®now anticip )
-cipal result of preferring inc

Ve have con-
review of the settlement after 5 or 10 years. ‘We hav
a

oo : ) injion that such an
o an appresiabln el Do VGK siderdd this suggestion, but we are of opinion

substantial gain to Bombay and an appreciable gain to Beng
lo the disadvantage mainly of the Unite

‘ isturbing, and might even lead pro-
O o id be dlbt\ll‘blng; and . £ estab-
Bihar 4 Provinces and, 3ir;2:sg g;l:gn; g(())llilcy of extravagan:.e_ W’:ltlle: E;ﬁl flélfe&ge(i)r actual
. , ) : ent in
Sir Walter Layton has definitely recommended that the Hishing clais ft? Izdfg Pi:iz}% tgt? artenéi:sion.
urgent needs of the industrial provinees should be recognized commitments a .
atl least to the extent of arrangin

: g that the transfer of in-
‘come-tax receipts should be begun

tod 1
w ;ommend that the settlement should be embodied in
rec
X . 1 as early as posgible. It °
18 true that the industrial provinees

les so that alteration of it would be possible with
will also gain most from <stat\1§9ry ra ent of the constitution. . Tiba
the surcharge on personal income-tax if they %ecide, and-are out ah amendm tion to the. recommendation of the‘Bogls?ig
able, to impose it, but we suggest that as fair a solution as We call a’%‘c_eg lWhieh we agrec, that legislation n?:i)r but
any would be if the surrender of the first 2 crorgs of revenue Government, Mtt ation should not be voted every year,
were in the form of personal income-tax and that thereafter DrOVincml fund tax
the surrender of revenue should be £ ' '

\ l ) 4 b TS

Borrowing powers—In an earlier paragraph’ Wwe
68. Borro .

‘amounts.  We yeeognize, as pointed out by the Governnent
of Bihar and Orissa, that there would be definite political
- advantages in  making a beginning with the provin-
-cialization of the salt ¢ : : ]

iy 1 by the
tion that the control bj ¢
e accepted the poSITON ¢ in the sphere ©
aX at an early date. In fur. gﬁffz?n%g;twof India over the provinces 1in
ther support of the form of recommendation that
‘we have thus tentatively

ing, Itis
hould be confined to the control of borrowing
. made, we would point out finance s
that for practical reasons it i L

ils of the Indian
: fully the details o
. to consider more his subject.
ely to be necessary to disﬂgﬁr Commission’s proposals on t ts to raise
undertake the transfer of these taxegs step by step. The Btatu ) ors of provincial Goyernments 1o 2
central Government will have to vroceed tentftively ‘in the As regards the power
-abandonment of its re 1

i in the
i i rt make little change 1m .
! venues, and it is hardly Possible that jt Joans, the p}'()_posals.n](ll ‘ghelgvzel};l% Tt make of'the_Lotclix;
will at any moment he in a position to hand over in a sino{e existing position which 18 g ver (regﬁlat‘mg rroying in
transaction the whole proceeds of either of these taxes, existing poiion vhich 13 &1 .

i dvances
. le 25 (regulating a 1
. : and by Devolution e -5 © S ts). In actua
67. Procedure applicsble to the . provineial ° fund.—We OpeI}; mélglég%xlgnt of India to local GTOVE; Orgﬁlalily be given
‘accept the proposals® of the Indian Statutory Commission re- by terms on which advares t
- garding the precedure anplicahle :

. Some modification in detai] will be
8100°S nroposals regardine the

Assembly are reviged. but th

epractice the ( o
canirod 3 e fund. Ez::’g been codified in the rules govell:(x)xva,l, t
fuhd which have received the approv:

he provincial lvans
f ‘t}?e Secretary of
o extent limited the

rqqui}'ed if the Commis-
corstitution of the Fedoral .

: . erefore to some € L deor
Ine -State in Councll, z'mdthilav%}%}:rermnent of India enjoyed un
mutalis mudandis to the ﬁlter1$at?;;ll;lges could tbe' anplied fuller 'powerslw};g/h e "
nzested f \rote intorppn i Remmen ich ion rule 29. - marizec
of® Guegested for a separeto inter-provinea Bran il Ve Devolation T b of Sir Walter Layton may be surm
cil. Severa‘l of the provineial Governments have oer oun- , The proposa .
doubts whether it shonld. he open to a m: » expressod

o i . a8 follows :— . soin]l  (Governments
provineial eouncil of finance members ti)ml?g;l;y (;f the inter. +  (a) The loans raised by I%r;‘(;;féaregulations and
taxation before the Assembly. Op the Wholephoposals for ’ ghould be subject to sta ,

consider that, if not less thap three of OWEVer e

inated.
I the provi : ‘ : their raising should be co-ordina
that pronosals for taxation sh y nees desire

) incial finance
hrec . neil of provincia

Bembly. it is fair that thev shonld )}gaqzla:;] (])3 cfore the As. (b) To this e ahould b
presenting their case and of se

cil hich toe
' vl tituted, over ¥
i 1 pport , ministers should_be ins » 2
g, i they can, 5 majority | | |
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Finance Member of the Gover ' i

shoulq preside, 1ts tasks* esllllgxxﬁgt. gg Iz‘x‘d:g
establish a borrowing programme, fo lay down’
th‘e standard regulations, and to arrange termg
with the Government of IndiaJ’. It should

however, be advisory only fof the present and
the real power should vest in the central 'Gov-
ernment. On the other hand, it is contemplat-
ed that the latter should not act without con-
sulting the council, since it is specifically stated
that consultation should invariably be made
before special sanction is refused to a loan, even

where such sanction i i i
here e A s definitely tequired by

« {c) As responsible government in India develops, th
couneil may cease to be a mere P8, the

and may acquire real power. v‘advlsory body

;I.‘}ﬁa Cor’rl?nﬁssiomL apparently acce
t:in};'d , h:‘}yl suggest further that the powers statutoril
* perfoet] }z el(iecm;tral Government should take the sha 1ey E‘ %
Ssed to digt ‘1tf>r$}1 control, but that this control shouldpﬂo(g la
if o declare(dv e purposes for which loans should be rais ae
the grant or reri)lul‘p{)se 1s within the scope of the regul t'lbe‘ :
- or usal of sanction should be dependent gr_a 10.1-18’
proval “1”01(1dmils ?f the monetary and eredit situat? 1maxly
Tonded to oy however, not ordinarily be given to loan in.
oy Ao 1eet a deficit ; and ifit is to be given lth 1 an ehould
erimnatory rate of interest, » the loan should
tho OAPF " phaitntion nd . rose
. ! graph, we are pre
propot a8 O " i B
quire 'furthe]:q ldlﬁe words ¢ eredit situation * use%i a%e ot
govern anv ; e nition. Thp considerations which ate s
Rovr %{tl{ t(' ecision shonld include, not only th are to,
orel 0., a 10‘11_of the Government of India havine general
b V}Efn position and the rates for money p’reva'l'g fogard
at the time, but also the parti | Long n the

. L O cul it situats
the province which is seeking a loai;xr credit situation of *

accoun . For thi
DOlicvtaYlguld (}‘a;e to he taken of the ge;e?:f é)urpqse
acceﬁting theppit):;z)galgf the province concerned n%grr]ﬁll?;
feel bound to expresg doubis & provisional arrangement, we

pt these proposals gene-

vation explained at

fVoll1me I1, para. 311,
t Volume TI, para. 189;
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-~ getnal powers of decision. Several of the provincial Gov-

_ernments have expressed opposition to: the idea that their

borrowing programme shouid be controlled by & council cou-
- gipting of representatives of other provinces who are their
~.potential cognpetitors for a share in the limited amount of
' Joan money available. . They do not rule out the possibility”

" . that, it may be to their advantage to ahandon permanentiy

Jtheir individual liberty of borrowing on their own eredit, 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 horrowing with the credit of the Government of India.-

But they do not consider that in that case a body composed’
of political representatives of all the provinees would pro-
vide a suitable arbitral tribunal. They contemplate rather
_sométhing ir. the nature of an all-India board of loan:
commissioners, on which the expert element would be strong-
Iv represcnted. It has indeed always been our view that’
the achministration of the provincial loans fund should
eveniually be entrusted to such 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 provineés need not consider
their own credit with the world but can always rely on the
support and protection of . the central Government. The
surest way to bring home to any Government the necessity
for following canons of sound financial administration is-
that they should be faced. when thev disregard those canons,
_ with the absolute impossibility of raising funds, even on loan..
This necessity will’be borne in upon them if they have-
themselves to deal with the outside money market,, whereas”
if it is merely a matter between the provincial Government’
and the central Government, the realities may be obscured’

* and political influenees will play a part. Speaking general--

- Ty, we think that the future course must be decided in the\: :

Tight of actual experience. For the present tﬁe.provihciiﬂ'

Governments are all prepared to continue what is in sub--
stance the existing arrangement, and to place themselves in
the hands of the central Government. It is our view also
that this arrangement should be retained for the present..
We have to make-one further observation in conclusion:
.The objections expressed by the provincial Governments to
having their spdividual loan operations eontrolled by a’
council of provineial representatives have led them in certain
euses to'ask that the functions even of an advisory council’
shonld be strictly limited. They fear that even if such &

, equneil is merely advisory, if it is formally constituted, i¥
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will be difficult for the central Government to reject its ad-
vice. They would prefer it to be definitely understood that
the power of decision remains with the central Government
and that the central Government will do no mor¢ than suin-
mon a meeting of provincial representatives sb that, the
general programme may be jointly discusged ¢ such discus-
sion being of an informal nature and not intended to lead up
to anything in the nature of definite resolutions by the.coun-
cil. On the whole, we may express agreement with this
view.

We must also make one further reservation. It would
seem essential to give the Government of India power to act
without consulting provineial representatives if an applica-
tion for a loan is made in an unexpected emergency. It is
consistent with onr preceding observations that we .do not
consider it to be necessary or desirable to provide by statu-
tory rules for the establishment of a council. The mneces-
ts}zlxry provisions could be inserted in the standérd regulations

h emselves, which would take the place of the rules now sane-
tioned by the Secretary of State. Minor points of detah

-could be thrashed ont wh e 4
met to frame regulatio:;s.en the provincial representatives

69. Provincial balances.—Th iam

U —The Indian Statuto Cona-
gquf.smnthhave concurred in Sir Walter Layton’s réz’ommen-
sép‘g;rzlxte dat T)I(;{()Vlll(}lal balances should not for the present be
bodlh Be,p%; tp’;};f;tlanyt'clhange in the present arrangements
: L d until a central bank i ic
would presumably take ov i e aich
voul . , rer the banking busines
}( ﬁréglexélisaﬁg é',en'tral. Governments. We ZIalave ascesr';)afirtlgg {)!11.::;
o immedi"%ilr% on the part of provineial Governments for
suijport thefldlo r(;l é?qgs?o;n’ the presentd arrangements, arfd We

'PL § s recommmendation. W
ever, to contemplate the possibility that an anto(;g;?lgfz’s}g)lz:

vineial Government i
Y may desire af so ime 1
maintain its own halances, o time In the future to

adopted by the (0 1881
should be aIloweémf]':)ri}.SS]
after the new regime b

on a development in this direct]
We therefore recommend (?ﬁaegmi)fp
et ey T has peen started, any proviuneial GO‘V.’
Treend o Aho maintain separate balances, the Govern-
e of Tnd ri s.iould be prepared to agree, subject to suit
foe & bé«lﬁ ents as to details. A scheme for the se ]
ances was drawn up in 1924, and it may bep:;iad-

that the separation i
e semaration tc}guld be effected Wlthout amy serious ad-

l 8 " A as 0ne 4O QS.

and following the general principle’

1 .

on a commercial basis, and should not attempt to make undue

profits out of the business. We accept this'in principle with-

out ecommitting ourselves at present to the amount of profit

which would be reasonable or the form in which this profit

wauld actrue, e.g., serviceserendered at treasuries or intercst .
on 1ninimuns balances to be kept by the provincial Govérn-

ments.

«  70. Accounts and audit—Sir Walter Layton’s recors--
rmendation in regard to provincial accounts and to the status:
and functions- of the Anditor General are endorsed® by the- -
Indian Statutory Commission. We accept the Commissiou’s
recommendations. It 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 accouniing”
staff should be entirely separate, so that the accounts may be-
audited 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 diffieulty. The question of the future of the-

 Tndian Audit 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
{o offer a career to attract and keep good men. At first at-
any rate the provinces will probably find it necessary to >m-.
ploy men seconded from the central servico for the bigher:
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 Tndean Statutory Commission that the rigid system-
now in foree, under which it has been held that it is not per-
missihle to incur expenditure from central revenues on pro-
vincial subjects, should be relaxed, and that it should be-
rendered constitntionally possible under suitable restrictions;
to assist provincial obiects from central funds and vice versa..
Anv-such grants-in-aid should be for some specific purpose,
and the system should not be used for general relief of pro-
vinecial revenues. -

79. Local cesses on lJand.—We have no comment to make
on Sir Walter Layton’s recommendation} regarding the desir-
ability of removing the limit upon surcharges or cesses oW
land reverme or rent. Thig is a matter which is within the
competence of provincial legislatures.

, * Volume II, para. 189. 4 Volume 11, para. 187. ;‘Volllme 1T, para. 27&
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THE CHIEE COMMISSIONERS’ PROVINCES..
The North-West Frontier Province.

73, The proposals of the Commission.—The Commission
-devote particular attention to the peculiarly difficult"problem
~of the North-West Frontier Province. Theix fizst volume
contains an illuminating chapter on its main features. The

contrast between the government exercised in the five‘ad-
ministered districts and in the tribal tracts beyond is authori-

. tatively described, and the chapter ends with a general dis-

cussion of the nature of the constitutional problem. The main

points which the Commission take are, first, that the tribal

arca must remain under the direct charge of the Govern-

ment of India ; second, that the administration of justice-and
the task of pro

the ta moting and preserving order in the five dist
18 1ntimately

. connected with the control of the tribal tr :
third, t_hat if law and order in the five districts v?erz :gtsli)e’
dealt with ip a provincial legislature, and entrusted to a minis-
ter responsible to such legislature, the necessary eo-operation
would be more ditticult to secure ; and, fourth, that the
question of law and order, which in other parts of India is
a dOI.IIGStlc. and internal matter, in the North-West Frontier
Province is closely related to the subjects of foreign

policy, and of TImperial defence, On the other hand,
while they _comment sympathetically on the fears of
the small Hindy community, the Commission hold that the

denial of reforms to the five districts has.eive th e
doubted grievance. WZlven these an un

of They comment, howe
ocal experi ver, on the abse
local experience o 4 ) absence

: f the elective prineciple and dra dv
- conclusions from the results of the r%cent expg'ixzxxlen:r?g
elections to the Peshawar municipality,

The recommendations mad b ission 3 .
second volumo reflast ot e by the Commission in their,

the first. They repeat thei i

tial need for unified control over the settled distri 6
the tnbal' traets, as the only means by We};ii((}ﬁ Sgtft:egl?gtm glt:
the frontier can he effectively maintaimed. They accordiy 1
suggest that ‘ghere should be no change in the present arralxlx%:'g
ment, by which the Chief Commissioner combineg in -iis
person the dual responsibility of administering the five

districts and acting ag Agent for the Govern

distr a Y or General i
delalmg.mt_h the tribal area. They propose to meet the p?)li 11:3
cal aspirations of the province by creating a loeal legislature
containing indirectly elected representatives with  powers
:: taxafci)qil_ anc}l1 of voting expenditure ; but * executive

spon t i i
e sgio Iirl’l’.by k ould, as at present, rest with the Chief Com-

ricts

.. 'Volume II‘ para. 121.
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o proposals i Committee.—The
The proposals of the Indian Central \
recox.leﬁlendatgonpmade in the majority report of the Indian

( i dueed
. ittee was that reforms should be _intro
f(i}rftnc;n r’?l}e"cﬁlc?l?hl-West Frontier Province on the lines of the

"'Morley-Minto reforms ; and that after a constitution of that

type had Heenein operation for ten years, the question should

"be further examined with a view to seeing what advance
“conld then be made.

75. The need for constitutional advance.—As we shall pre-

8o indi 3 for giving the North-
o dicate, we see strong reasons :
: rs\"?/xétsltyh‘l;lontier Province a form of government somewhat more

liberal than proposed cither by the Commission or by the

i ) i t point which we

Central Committee. But the firs °

‘ 51;2;:;1 to emphasize is that the Comir_xzs?on tlhgréls:il\;c;s i?]pftf:t
cid ; now urgent need for constitutiona '

| :)lraot\?iltlgg. n(:l‘he ngeed is also recognized by the Indian Central

Committees This is an important variation from the position

which obtained in 191 when the authors of the Joint Report

.recommended® fhat, for reasons of strategy,.the province must

remain entirely in the hands of the Government of India, a

i i i inued to govern its
tion which has since contimue : 8
:?)?sﬁﬁ?ilgr?aiostatus. And, though the problem of introdue

ing reforms has been much agitated for some years past, and

- was exagined by the Committee over which Sir Denys Bray

pregided in 1922, no change in the administration has yet been

male. The province was separated from the Punjab in

1901, and still retains the form of government which 1t was
' 1

then given. The last thirty years have seen great changes in

i is 1 gition which we think can no
yrovinee, and this 1s a po : 0
f(t)lr?ggr b& maintained. The need for some advance 18 admit

ted : the questions now at issue are its degree, and the form
ted ;. '

.

~ which .the new constitution should take.

: nmissi ] : r ly influenced

T Jommission seem to have been greatly .

.by ttgii‘ (l;glief that local conditions prgvirétatz‘gyinﬁ?ggg tg -
of direct election. For our parc.wi _in

ﬁlzth\g%:v that the conclusions which the Commission drew

‘from the first results of a single experiment in municipal

elections may have been unduly pessimistic, and, if direct

i { icable, we would
i to the legislature be found practicable,
| 2{;}:11321? i'g diﬂimfl%, on general grounds, to refuse to the

1 tment than

i vince somewhat more generous trea !

ill‘i%n(t)l:rrmgirsosioﬁ recommend. The five districts of the N t()li'tlés
'est Krontier Province are not behind the adjoining distric

.ot the Rawalpindi and Multan divisions of the Punjab in

point of intelligence and qapacity. In thgse Punjgb distﬁqts

*Joint Report, para. 198.
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the method of direct electi istriet b
the meth . on to distriet board i
?i(l)?lz:)?illtlgeeils W;Is stﬂi 1lullknown when the refonix:.t(l)% ?giglsvtg?cls
introduced. evertheless, +they have participat i
success in the dvarchical’constitution i i ed b
. dyarel of the provinge. I
{)ﬁgfl‘?hgt ;il)]seé Nortl;—}i\_fest Frontier Province lﬁay 1\22?1 cla{ihn(i
. nce of direct representation for loeal POse
-should no more obstruct the int i  Tepreventative
shor 0 , roduction of repr tativ
government in their province nov it did in the Paninb
| e Vin v than it did in the IPuni
in 1919. " In fact the Chief Commissioner has now edel(l-{l(%gfl)

to introduce dir 3 i ;
o ntr uce dir ec? representation for the constitution of loeal

There are, however, other reasons of
* - 7‘ g ’ N r ‘ i : 5
Eﬁigﬁtfﬁ; carlrlﬁ ing reform beyond the poin% reez:fche}zll (})(; ‘ii:tla
o den;r on. oeui‘ proposal§ concede a legislative council
Ot deny @ yep pﬁ ar share in the exccutive. In effocy t1 ,
S pesion, tf(xlclrme}), tvallth the Indian Central Coﬁﬁrﬁtt “:
Tariation e the g -West Frontier Province, “with éo'%z
reached "ler%’h 1'1(3f at the stage which other proviné«*
i 1909, ’l‘heree \;gﬁi‘gd&ctl?g otiil the i‘.[or}uey—Minto reforn{:
o ., _ e executiv ] f
I\LIz?gsr.ltsylPslhé}(’)v‘g« the leglslaturg. he un(igr‘g)kierizmsgl tI[O:
20th Arrouat 191137ment set out in the announcement of tlk
constitution of thev}’\lof?rlgx %}ll rgmail_l unexpres’sed in ﬂ‘lg
when the ofler provincesﬁ arZSt Frontier Province at g time

responsible government. We f;‘ﬁgully moving forward to

conditions of the N recognize the G
- ' . 4 OI‘th-\ ) : *: . par ICU.M('
described in the report, aXéiStdOFgontlex Province so well

tonsiderati ‘hich i ot overloo ig
a strietly cautic hich influenced the Commis i o, eighty
§ v cautious advance. At the s Tion 1 favour of

of the situati ame time itie
past few I?itér(i?ﬁeanrgq\lze htere have in mind ﬂllo et’}éfltr:i?ttll::
fhat the sohomibe, make it a matter of the first impor

- the sche rst import
of public supmgrid-opfod chould attract a reasonable %):ginge
“that it shou]&)I t’IaHd’ subject to the necessary safe (u u.de
pavison zmhvee;oﬂlgf}ve thef\vay open for ingridiougsz c?‘l;n,
Frontier Provi orm of government i North-West
Province and that introduced else\I\Ifh%lrz Noxth-West

76. T i
he choice between three courses.—These are the

roader considerati
; ) erations i :
choice of a constitutio which we have before us. The

seems to lie between‘n for the North-West Frontier Provinee

constitution, or dyarcthree systems : either a Morley-Minto .

hy, or a yni
tar
e form 3 ment |
e aphr(c))i 1Pgirt:'?ernmen.t in other provinces
rovinee. o (te to the partienlar circum-
Commies: T drs represents roughly the choi
and by the majority of the Jndilzfrel

* approximate to th scheme on lin
ut with nrovisio .,
stances of the P

made by the

75

Uentral Committee. For the reasons which we have just
~ given, we consider that it would mnot satisty the political
aspirations of the provinee, and would thus suffer from the
_ fatal isppediment.that it would enlist no popular co-operation.
. Arguments based on the Commission’s countention that the
proviuces ¢ forms the inevitable terrain for military opera-
tions *’ seem®to us to be suseeptible of implications’other than
those which the Commission draw. A discontented frontier
provinee would be a serious threat in the rear of any arnty
operating in the defence of India. We would be reluctant .
therefore to adopt a form of constitution for the North-West
Krontier Province which would fall so far short of provincial
expectations. Incidentally the suggestion of the Indian
Central Committee to fix a ten years’ limit to the constituticn
which they propose secms to us more likely to aggravate than
o assuage the objections to their gcheme. From the first
yvears of the new constitution agitation would be set on foot
o 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 Zulfiqar Al Khan and-Dr.
‘A. Suhrawardy. So far as we are aware their suggestivn
has received no support in the province ; and, in the absence
of such support, we agree with the Chief Commissioner that
there would be very grave disadvantages in now giving the
North-West Frontier Province a form of gowernment which
is being discarded elsewhere. The general arguments used
by the Commission in criticism of dyarchy in the Grovernors’
provinces would apply with special force in the North-West
Ironties Provinee, where irresponsible opposition to the
reserved administration would be particularly dangerous.

There remains the third possibility, namely, a unitary
scheme approximating to the form of government in other
provinces, but with adequate power secured to the head of the
provinee suitable to the particular local circumstances.
T'his is the form of constitution recommended by the Chict
Commissioner and represents the choice between the three
courses which we would ourselves make. The scheme which
the Chief Commissioner proposes is get out in an annexure
to his letter ; but the matter is of such great importance to

" the peace and contentment of the North-West Frontier Pro-
vince that we make no apology for ourselves recapitulating
the features of the Chief Commissioner’s scheme and review-
ing the lines on which it might be expected to function.

e}

"Velumé II,_para. 120. .
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i ads as
frontier remissions and allowances, and strategic roads a

77. The Chief Commiseioner’s scheme, illustrations of matters chiefly relating to the tribal areas

g : —The scheme pre-
pared by the Chief Commissioner contem

1 -

. '  India, and properly classed as centra

.to comsist, as recommended by the Commi]i)ilsiifsis fif lzg}sell%t::cel and tcrbthfe d(‘silili;cieggoiiid g, and g) mIe)ntions the Geira pohc&;
and nominated element in about equal prbp’ortions. ‘The Jsubjeots tor : O ey the geoptaphios] S oeition o
precise suggestion is that the elective element should be gives and othex t01° ce\s;v n e e orEon furthey oxamina-
a'majority of one. So far there is agreement with the fomn- . the provitice. 6

mission, but in plac

: incial. These, however,
: e of the Commission’s scheme of indirect tion these should be classed as provinclia s
election, the intenti

T ]

int 1 i ing ividing line between central
18 found to be any strong local feeling in favour of a body of broad point 18 that in n;akiiie% E}ig dwould gbe v the meod
elected members wholly chosen by direct election ’’. "T'he and provinm_al subjec ss,t a% g e obioets of ) Tadia
Chiet Commissioner does not exclude the possibility of com- for classifying as cent li. peetont Do ation of the
bining direct with indirect methods of election, but, as he importance peculiar to the

Mronti i i uld not properly be
states, the problem would require to be worked out by a North-West Frontier Province, which co d

. inci i re.
specialfranchise committee possibly local in itg composition. entrusted to the provincial legislatu

C ; o woluti f authority to the
: v the considera- vosi aneously with the devolution o C i
tion of what would form convenjent 001'1stituiziicieees butdietpils 'localsilrgiiiit‘nistratigrn, it would be necesfsar)(’) o~ gilsvseio‘iilee}' Pﬁ';’s
anticipated that it would comprise a total mémbershi vinece a fittancial settlement. The Chief tOmmach a ﬁguré
elected and nominated of some 30 or 40 memberg) explained that it will be necessary first gicre expenditure.
The Hindu and Sikh minorities would be given weightage ofpwhat may be called its normalt dméle Suire further into
which might be double that to which they would be Steps have already been taken (':d Elvarious classes of
entitled on a population basis, and would be given a choice the classification which he has snggesie 2-9 matters of detail
between various methods of representalion including separate provincial expenditure, but these 9«%311'11 ?ies atch. The out-
 electorates, reservation of seats, or even nomiﬁai’ion The with which we need not encumber this desp : ~
official element would be limi :

diture which
ted to six or eight nominated standing result is that even after heads %f eXPZI; larate d the
seats. . ghould be classified as central thg"t% fg(leln far pshor't; of the -
Thq Commission rightly emphasize the need for vesting revenues locally ra1s§d a{}?ee:(}i)iiiiifistration of the subjects,
responsibility both for the five distriets and for the tribal expenditure needed for

| ' - - ‘ineial. To meet this deficita
tracts in the Same execeutive authority. The Chief Commis- which will be classified as provineia

B

, uired which, in
sioner’s scheme recognizes this essential requirement. The subvention from central revenues :;guclgngfdﬁqwould he justi-
head of the administration of the North-West Fi‘ontier agreement with ‘th‘e Commlsr?égns,uggests and we are dispo’i‘e.d
Province, to be known wunder these proposals gs the fied. The thet (Jomr-mssltgh t the subv"ention fixed on this
Lieutenant-Governor, would rtemsin the Agent” to the to accept his suggestlo_n,bl %rom year to year, but should be
Governor General in Couneil for the tribal area. But for basis should not be v'milai'eveiew by the Assembly. '
the adminisiration of the five districts it is suggested that subject to quinquenmia ines of the alternative scheme,
he should be assisted by two ministers, of whom one would " hese are the broad outlines (t)i't' eq the Chief Commis-
be an official. which with due regard tolloc%lngﬁ?d;nlgo%}s description of his

This departure from the recommendations of the Com- sioner has put torwgrgériblelscas tentative only, he smnmarizes
mission involves other important consequences. Ingiead of proposals, th}}c;} fn x?vhich'they depart from the i'ecommenda-
remaining' a centrally administered area under the direct ,tile main resr&%cmmission namely, in the dqvolu_tion of autkioi
control of the (fovernor General in Council, it is proposed tions of the local Government ; the provision for a ﬁnant’;cl:
to devolve authority on the provincial administration with rity o the’ 1(;)he introduetion of direct election to the
a classification of subjects into central and provincial, follow- . fetflement . and the presence in the executive of two .mlmsg
ing broadly the lines of the classification in other provinees. ' legislature ifioial and one non-official. The scheme is o
But there would be exceptions in the case of certain sdhjects. ters, one Otho belief that while securing to the Lieuienailh;
Peculgalr)' tol theﬁl\i1 orth-West Frontier administration, which %gy:;fo;nadeauate controlling authority, it will give
would be classified as central subje

cts and dealt with on the-
Issioner has enumerated some
the frontier constabulary and scouts,

ovince a flexible constitution capable, with the growtu of

existing basis. The Chief Commissi opuent ami expansion Without

: itical experience, of devel
of these, for instance pelitical exp )
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the necéssity of subsequent violent changes or radical
. statutory amendment.

78. Consideration by the Round Table Confefence.—
We have no doubt that full opportunity will be taken at the*
Round T'able Conference, in consultation- with tle British
India delegates, to weigh and to assess the rival merits

of the three schemes which we have set out, or of any others -

which may be put forward for consideration. Much weight
will attach to the proposal to which the. Commission have
lent their authority. We recognize the carc and the ability
with which they have considered this most difficult problem.
We do not differ from them in their assessment of the factors
which must be borne in mind, and of which we appreciate
the bearing. But recent events have thrown fresh light en
what has become a pressing political problem. We do
not disguise the risks involved. They are set out frankl
by the Chief Commissioner. But the risk of continued oli}i
tical dissatisfaction in the North-West Froutier Pro‘gme
is to our minds the greater menace. We look for a constitu-
tion which shall be so framed as, on the one han to safe-
guard the peace and security of the frontier, an ’ on the
qther hand, {o recognize the local aspirations with v’vhich we
tully1 sym}patlnze for a form of government, coﬁtaining a
popular element, for the administration of pure ‘inct
subjeets. With this ohjective before us, wlgle \\173(; g;g;gé::t%
the arguments on which the Commission base their proposals
we favour the more liberal scheme which the Chief Uomntlis—’
sioner has prepared, and which he recommends.

Baluchistan.

~79. The Chief Comnissioner i i .
<view expressed by the Commissior?ltlgztﬂgghrl)srtezgn%cceDtS the
réquired in the administration of Baluchistan, where no desi
for western institutions has yet expressed ’itself Wa oln'e
are of the same opinion. We agree with the Chief Commis
sioner in the importance which he attaches to the mmis-
sion’s proposal for the representation of the provi OTamis-
central legislature. We have borne this in min((ie 1in the
suggestions which we have made below for th fnt in the
position of the Indian legislature, - ¢ tulure com-

Other Areas.

80. The Delhi Province.—In o :

_ . . vince.—. ur me
gomxmssmn on the subject of the Delhi proig(r)lzzndum to the
t lll?)tselg rcomplnses the seat of the Imperial Grov’eWe observed
it. Th easha ‘(};ne which could not conveniently be sggmelcllt and
- Though the memorandum was descriptive Onlyel;ge (fii‘om
’ Irew

change is
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upon the precedents of other countries to emphasize our
direct igte.rest in the general and political condition of our
own englave. The Commission’s view that the form of

vernment 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

Delhi province.

81. Ajmer-Merwara.—Similarly, in agreement ‘with the
Commission and with the Chief Commissioner, we consitler
that at present no constitutional reform can suitably be
introduced in Ajmer-Merwara. We agree with the Chief
Cofamissioner 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-
gioncer 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 Chief Commissioner in t is matter should not be over-
looked when the precise composition of the Couneil of State

is being considered.

82. Coorg.—The Commission have expressed the opinion
that there is no ground for changing existing constitutional
arrangements in  Coorg. The Coorgs 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 defiré 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
tne recommendation of the Commission against any presen$
change. .

We accept the Commission’s proposal to give Coorg
one elected seat in the Federal Assembly. We fully appreciate
the distinctive historical traditions of Coorg as recalled by
the Chief Commissioner, but we see some difficulty in accept-

.ing his suggestion, that this small province should also have
one seat of its own in the Council of State instead of sharing
a seat with Baluchistan 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 constituti

: I : onal changes.—
zgfleslt)itt I’iltllc(a) I%(imrlxlnssmn_ ’s view that the timeghas nrﬁth%glgnhe x):
Peooenir thatc ange in any of these four central eas, we
eourie ol at their existing systems of administration ma’,y in
thones ok tilme come to require modification. We should hopi»
thetefore at there would be machinery in the constitution to
: e a mu_ustratlve and constitutional changes to be made

at any time in the form of their government. ;

BURMA.

84. Separation recommended by the Commission—In

thetr report the Commission digcuss* at some len
’gfat]ia()l;fn\lv?%h '%‘Illmgy desgribe the Itlature of -its gilészliﬁ;fztsgf)e
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_'I'ney restricy Lueir consideration of the econofnic conse-
quences to the effect of separation on Burma’s economic posi-
tion v-amkdits economic relations with.India, and suggest that
mutual gdjustments should be made by way of a trade conven~

tion between the two countries to the advantage of both.

L ]

The generhl view which the Commission reach from these
coneclusions is that there are no military,.financial or economio
objections of such weight as to amount* to !¢ overwhelming
considerations *’ sufficient to justify the retention of Burma
under the Government of India. They accordingly make a
definite recommendation that Burma should be at once sepa-
rated from India, and they suggest that a declaration to that
effect should be made as early as possible.

_« 85: The military problem.—In the short time at our dis-
posal we have endeavoured to supplement the Commission’s
investigatiops into the probable military, financial and eco-
pomic consequences of separation by further departmental 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-

iers as the nature and extent of such financial contribution,
if any, as Burma might for one reason or another be re-
quired to make towards the defence of India. The broad
issue which we place before ourselves is whether or not strate-

scal considerations make it essential to maintain a single
military organization under unified control for the de-
fence both of India and of Burma. On this broad issue the
technical advice which has been tendered to us by our col-
league Hig Excellency the Commander-in-Chief is that nuified
control is not essential. We are informed that there is no
military reason why each country should not possess its_
own separate defence organization. This advice immensely
simplifies the problem with which the Commission were faced.
It does not mean that difficult and complicated issues may not
arise in determining the appropriate arrangements for the
defence of Burma. Nor does it exclude the possihility
of some measure of mutual co-ordination in the arrangements
made tor the defence of the two countries. But the adwce
which we are given, aund which we are disposed to accept,
goes far to remove the military problem as in itself an
obstacle to the separation of Burma. Moreover, it is wholly
in accord with the representation made by the Government of
Burma themselves thatt ¢ separation should be complete, and

*Volume 11, para. 219. $Burma letter, para. 14.

.e~



82

. should extend to the military as well as to the political

sphere *’.

86. Financial ocon i '
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‘économic effect on India of a separated Burma. The most

that we are able at present to say on this subject is that the
economic effects may be considerable, but that, as suggested
by the ch}xmnission, it should be possible to secure the legita-
mate inferests of India by some such means as a trade con-
vention on terms mutually advantageous to both coyntries.

g88. Administrative aspects.—Into the more general as-
,pecis of separation we have made simifar departmental in-
vestigation. No administrative objectiens have been brought
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-
ted. If the political association of the two countries were
t6 be terminated, it might still be found sesirable by mutual
agreement to refain common services for certain purposes.
Yor 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 agrienltural, medical or forest research, could no doubt be

gettled by negbtiation.
89. Separation accepted in principle—The brief review
which we have made of the military, financial, economic and
administrative factors leads us generally to the same con-
clusion as that reached by the Commission, namely that;
Lowever important may be the practical considerations which
are raised by the proposal for geparation, 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 examindd in the light of the broader considerations of
olicy adduced by the Commission. In their first volume the.
ommission* set themselves ¢ to bring home to the British
Parliament and the British people in what the difference
boiween Burma and the rest of India essentially consists’’.
The peoplc of Burma are entirely different from the people
of India. They coms from a different stock and have a
different history. The former rulers of India mnever
.ruled over Burma. The country in which the Burmese
live is geographically distinet from India and is cut«e
off from it by sea, mountain and jungle. These state-
ments by the Commission of the differcnces between the
{wo countries supply the fundamental 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. ”
v a2



84 -
overnment,’ ‘ssion g '
urmeseelflzi)rihﬁt Commission describe the difficulties of

disabilitics o e ﬁf;lon in ‘ghe central legislature, and the
nbcessarily sui? wi ;ch the few Burman representatiyes must

. componition de}' in a bedy preponderatingly Indfan in its
wo vooon s and its outlook. We accept their description and
ofmize the difficulties. But the real. argumént for’
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or that reason the growing volume of -

13 not India ”’.

urm ; L grow me
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geparation of Burma has been considered by the Round
Table Confercnce. There may even be difficalties in making
an annepncemcnt before Parliamentary approval has been
«obtained. This, however, would be a matter between His
Majesty’s Government and Parliament. The point with
which we dre eoncerned is to invite attention to the-emphasis
which the (fovernment of Burma lay upon the nced for ex-

, pedition, in crder that a new constitution for Bauma may

come into being at the same time as the new constitution
for British India. In view of the large issues involved, we

+ have some doubt whether this will in fact be possible ; but,

assuming that the general case for separation is established,
we agree both with the Commission and with the local Gov-
ernment that an early declaration of policy is desirable to
-emable enquiries to be set on foot without avoidable delay, in
order to effect the separation as nearly as may be simulla-
neously with the introduction of the new constitution in
India. , '

91. The machinery for enquiry.—We have mentioned that
large issues are involved, and we shall endeavour to give
a connected view of the general nature of the enquiries

. which seem 1o us likely to be necessary before separation can

be carried into effect. In such an event, there would be three
classes of matters to be considered. In the first place a new
constitution for the separated Burma would be required.
Secondly it would be necessary to separate the finances of the
two countries and to determine in other respects their mutual
rights and obligations. And, lastly, there are all those
arrangements which may require to be made by agreement
between tyo separated countries, arrangements, for instance,
relating to commercial and trading conditions. The most
that we can attempt at this stage is to sketch in outline the
machinery which may be necessary for the investigation of
these several matters. . ,
»
99. A constitutional commission.—The Commission na-
turally do not themselves undertake to elaborate a constitu-
tion for Burma because, as they say, suggestions from
authoritative quarters are not as yet forthcoming, and until
the main question is settled, the consequent readjustments
,are hypothetical. But they indicate* that they do not con-
template that £ the framing of a new constitution for Burma

~ would be undertaken without full consultation on the subject

with those having special knowledge of the working of the

*Volume II, para. 225.
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present government, or un
conditions and opinions ’

We should not antici '
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" ad hoc body, cessity for appointing some authdritative
a new constitution for
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of reference given to the commission or committee appointed
for the purpose of tho constitutional enquiry. We do not pro-
pose to discuss the lines on which this enquiry should proceed,
but the organization of the defence of Burma will be a matter
in which, ag near neighbours, we may be expected to possess
a continuing interest. I'or that reason, as also because of the
present association of the two countries, we assume that the
body charged with the constitutional enquiry will cbtain the
views of the military authorjties 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 ccase to have any official responsibility towards
Bupma, and Burma should have a Governor of its own not

* subordinate to the Governor General.

93. The® financial - gettlement—The gencral financial
aspoets of -the sepazation of Burma were examined by Sir
Walter Lavton in an appendixt to the report. We have alrcady

_mentioned bis general conclusiony 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 ihe rather more cantious anticipation of the probable
position made by our owi Tinance Department. The Gov-
ernment of Burma state that-while they do mot accent the
assumplions made by Sir Walter Layton, they accept his
general conglusion that there is no strong financial objection

fo separation.

it 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 approaching 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, besides the normal questions of the adjustment

of revenue and expenditure, snch matters as the allocation

+of debt charges and the adjustment of currency arrangements.

No constitutional commission eould deal satisfactorily with
these questions, for its funetions would. be entirely_dlfferent,\

as also its probable methods of enquiry. In arriving at a
Volume I, pages 280-285.

{Volume II, para. 226.
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?gfxﬁglsg%gn;ﬁh?z gc;iii% rf)qintbtot lll)e congidered is the need
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of the Privy Council would be the sort of tribunal most likely °

to satisfy Indian opini hei isi

; pinion. Their decisions could be given
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and to suggest machinery for theirportant issues involved,
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THE CENTRAL EXECtITIVE.

' centrzg' (;rxe:r?;%i:io: sdo i;ﬁhe problem.
namely, the ot thain proble ich i
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of transition from a system -

—We come now to the

treatment. Should the
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. *
of bureaucratic administration towards full responsible gov-
ernment. The process may be said ‘to have commenced as
soon as & legislature containing an clected non-official element
was seb up. It has been developed by successive

. o . T, . . )
_increases in the elected element in the legislature and in the

powers thet the elected clement enjoys, and also by the
inclusion of non-official Indians in the central exccutive. We

have already explained that in our view the time has not

vet come for the final eompletion of this process, and that
the present period of transition requires the continuance of an
offective  partnership between- Britain and India. A
partnership involves on both sides some measure of accom-
modation and compromise, and there is always a danger that
it may lead to division of opinioi. Nevertheless it is clear
that on no other prineiple can we expect to devise at this stage
a form of government at the centre which will provide fer
the essential interests and responsibilities of Britain, and
at the sameé time give scope to the reasonable demands and
aspirations of India. '

97. The existing form of government.—It may be con:

" venient at the outget to recall'the framework of the existing

structure of government at the centre. The Governor General
in Council is responsible in all matters to the Secretary of

‘State. The members of the executive Counecil are appointe‘d

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 which
the first contains a substantial majority of elected members,
thongh the nominated element consisting of 26 official mem-
bers and 14 non-officials, is of sufficient size to play a very
important part. The non-official Indian members of the
Governore General’s Council have not been drawn from
the existing legislature and do mnot depend for their
position on its support. The Government endeavour to
accommodate their policy so faT as circumstances permit to
the views of the majority of the legislature. But this does
not ohscure the fact that ultimately they are responsible to the
Sceretary of State, and that in the last resort there are
gpecial powers by whichi they can secure what they deem
essential in the matter of legislation or supply in spite of
the opposition of the legrislature.

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 alreadv been drawn
irrevocably for India are, first, snternal unity in the execu-
tive, second, harmony between the executive and the legisla-
ture and, third, a sufficient backing from public opinion.
‘We propose 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
iue third dondition of a strong Government should be realized,
namely, 4 sufficient backing from public opinton. Indeed, as

Jbelow, controversies in the. Assembly definitely

we indicate
tend to injure the eredit of the Government in the coantry.

¢ 100. Causes of lack of harmony—It is no part of our case
to impute the. blame for these conditions either to the
gxecufive 0r to the legislature. It is merely a practical

illustration’of a gamiliar feature of representative govert-
ment of this type, where an irremovable executive is eon-
hich it can command

* fronted with -a popular Assembly in w

only. a minority of votes. Personal influence and a spirit of
goodwill may do something to mitigate the tendencies which
make for disagreement between the executive and the legisla-
ture. But tle tendencies themselves are inherent in the
system. On “the ome hand there is a legislature with a
substantial majority of elected members entrusted with wide
powers hut 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, nor can
it be called upon to assume responsibility for the action which
it recommends. In these cireumstances it 18 natural that con-
giderable elements in the legislature should develop primarily -
an attitude of destructive criticism and find themselves in.
constant confliet with the executive, partly on the merits of
“particular proposals, and partly as a protest against a position
t, and from which they can only hope to
eseape by undermining and weakening the anthority of the
exocutive. The executive on the other hand, while it retains
its normal powers of executive action, and is even able in
emergencies to override the .decisions of the legislature in
‘matters of legislation and supply, nevertheless suffers from
the loss of public credit and confidence which result from

conflict with the legislature. Public opinidbn counts every year

for more and is expressed in an increasing degree in the
re, where it finds a conspicuous platform for the

legishatu ) - fc
purpose of extending its own influence and denouncing the
Government. Conversely the eriticism
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clement bears to the .whole would be so small that it would
be unable to exercise any appreciable influence.

102. Ymplications and consequences of these proposals.—It
is necessary to examine fully the implications of these pro-
posals. Such an examination appears to indicate that in

. practice théy can hardly produce the strong central (tov-
ernment- which the Commission desire to see. Indeed they

. ,scarry a stage further a process which Wwe consider has al-

ready reached the limits of safety. The policy pursued in
the past in developing the constitution has been to make suc-
ecessive advances in the legislature, while maintaining more
conservative treatment in the executive. That may have been
a wise course as a matter of political education, but in other
respects it has had consequences not salutary. 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 gtage has now been reached when the appropriate
course appears to be to endeavour to bring the development in
the legislature and the executive into closer co-ordination.
We should therefore prefer to pursue a somewhat more
cautious policy in regard to the legislature, and to consider
whether it is not possible to contemplate some development of
{he Commission’s proposals for the executive in its relations
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 confliet 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 1be
executive will to an increasing degree be responsive to the
will of the members of the Assembly. This doctrine of ¢¢ res-
onsiveness '’ is one to which we ourselves attach great
importance, but it must be recognized on the one hand tbat it
cannot be applied when the popular view is in opposition to
the policy which Parliament considers it necessary to 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 prineiples which
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104. Exclusion of rights of paramountcy in relation to
Indian States.—The specific proposal, however, made by the
Commissipn that in future the Viceroy, and not as at present
the Gove]x%or Gengral in Council, should be the agent of the

"Paramount Power in its relations with the Princes, appears to

us to rest om a sound basis and has our full support. We
pive in detail later the reasons on which this conclusion is
based. It is sufficient at this point to state that we regard the
txercise of paramountcy over the States as not one-of the
natural functions of the Government of British India, and
%‘;e recommend accordingly that it should be vested in the

iceroy alone.

" 105. Suggested exclusion of defence.—The Commission
have proposed, for special reasons, that the problem of the
defeftce of India should also be solved on the lines of exclu-
sion. They suggest that a definite agreement might be
reached betwgen India and Great Britain, acting on behalf
of the Empire, whereby the forces composing the existing
army in India would no longer be under the control of the
Government of India, but would be under an Imperial autho- .
rity, which would naturally be the Viceroy acting in concert
with the Commander-in-Chief. The Imperial authorities
would undertake the obligations of Indian defence in return
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 be horne by Great Britain.
The central legislature would not vote the annual sum re-
quired for the army, the appropriation of which would be
authorized By certificate of the Governor General. It is sug-
gested that a committee on army affairs should be constituted,
on which the central legisiature would have representatives,
for the purpose of discussing and keeping in touch with
wilitary questions. The military administration would have
to be secured in all necessary control over its own disrositions
and arrangements, and would have the right to demand the co-
oneration which it now enjovs from the civil authorities.
We examine elsewhere the more practical administrative
aspect of these proposals: At this point we confine our-
selves to a consideration of the scheme in regard to its con-

stitutional implications.

." 106. The constitutional aspects of this suggestion.—The

- Commiscion hawe hoen ereatly impressed by two incontest-

able facts. The first is that the defemce of Indig involves
interests in which the whole Empire is concerned. The

P
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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 om Parliament in respect of such matters might be
discharged, gesponsibility 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
&overnor General. With the elimination of this responsi-
bility and of the exercise of paramountcy 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 tho remaining departments of Government, but
subject 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 ail
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. ¥or the effective exercise of the powers reserved to
the Governor General, it would bg necessary that he should
be sunitably advised. It is suggested that one way in which
tkis purpose could be served would be through the appoini-
ment of two or, if found necessary, more advisers of suitable
experience ‘and standing, who would be charged with the

_s;l))ecial duty of pointing out when a course of action -or
a

stention from action was calculated adversely to affect the
interests which it was the duty of Parliament to safeguard.
Such advice wonld be tendered in the first instance to the
niinister concerned, 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
special powers. With the secretaries in the various depart-
ments would rest the duty of seeing that all important ques-
tions, even remotely likely to impinge on the sphere in which
Parliament maintained its responsibility, were submitted to
the minis{ers through the advisers, who would thus be in con-
stant touch 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

-~ field of legislation and finance, and the ultimate power of
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oxamine the practical difficulties which under such-a scheme
‘might arise both in connection with’ the administration of
finance ahd the maintenance of the ultimate responsibilities
for law and’ order throughout the covutry. At this stage
we merely s{ate the scheme. It, contrary to our expectation,
Indian epinion were prepared to accept the suggested exclu-
gion of the army from the funetions of the central Govern-
auent, it would be neecssary {o examine more closely these
difficultics and the general implications of this method ot
approach to the problem. ,

108. The solution of dyarchy.—The second possible method
of meeting our difficulties 1s to introduce into the central
Government the system of dyarchy. It might appear strange

- if dyarchy were adopted at the centre at a time when it has

tallen under popular condemnation in the provinces and 18
there boing 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
cenire we are admittedly concerned to find some constilu-
tional form which will permit of a sharing of power. Kurther,
we have to take account of the fact that the Indian Central
Uommittee 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 strietly
logical solution of a cituation in which it is desired to base
the authority of Government in different matters on two
different sources. It can be claimed that it constitutes a
frank recognition of the facts. There is no ambiguity as to
where the responsibility for particular decisions lies, and vo
plurring of the edges. It is a system plain and precise. And
because it eliminates ambiguity it enables each side of the
Governmenl fo pursue its poliey 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
responsibility to different authorities is at best an -incon:
venient plan. Tt is casier to divide a Government on paper.
+han it i¢ in actnal working, and when dyarchy was introduced
in the provinces it had to be recognized that special devices
wore 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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attained.* *¢‘ The intention of dyar ' .
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tight compaﬁlsntotShOW that it is difficult to woe:‘{{el'op' ey
will break dowgrf % If the endeavour is made1 thm water-
formal dyarch :1f 1t is not made, the advan’t ¢ system
dyarchy, b Yl.arq not elear. It is no doubt: ages of a
ol ,d Yy relieving ministers of re 1bt argued that
popular decisions taken on the sponsibility for wun-

coatinue in office where thi
X this would : )
membe . uld be qQiff
impor(t\;;coef z‘fufclll;fary Cabinet. We do not uﬁzrl'f ?}ey were
tion that I.,opnlarlsmconls)xderation, or the embal_;gzslirllllate the
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lo emphasize the duality by adopting a system of formal
dyarchy. We must look eventually to the emergence-of a
unitary I;esp?nsible government, and we should hope that
this might be sought through a process of development,
whereby the exercise of existing powers will lead by a natural
{ransition to the acquisition of fresh powers, and those fresh
powers will be exercised by men who have already fequired
gome experience in handling them. Dyarchy on the other
4and offers no possibility of an extension of the sphere
of responsibility except by way of an abrupt transition.

s 110. To what extent copld power at present be trans-
ferred.—he crucial 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
mad® The proposal of the Indian Central Committee is that
only the subjects of defence and foreign and political rela-
tions should De reserved. If it became possible to make such
a division of power, it may be admitted 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
relations are sufficiently distinet 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 dyarchy in the provinces. We are not prepared
to go so far as this, but it may be conceded that defence and
$oreign relations could be geparated from the ather functions
of ihe central Government, if not without inconvenience, at
any rate -without giving rise to some of the more acute *
problems that would result from a reservation of other sub-
jects such as finance and law and order. We are by nu
means disposed to under-estimate the advantages that would
be secured Irom the adoption of any scheme on the lines
indicated by the Indian Central Committee, 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
{lrose which would be directed by responsible Governments in
the provincesf There is a strong demand among those whe
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-shes ould have a
chance of devising. and purs o 8 .natjonal policy in
malters of finance, commerce afft” dadustry, ~which. “might
improve the general econo snditions of the. eountry.
In recent years there has bglifi Bx increasing volume: of
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general attitude of Congress and the talk of repudiation of
debt, such coniidence, however unjust this may be to India as
a whole, i co.nspicuously lacking.

It is nof, our purpose to argue that these considerations
create permanent and insurmountable obstacles to any trans-
fer of financtal responsibility, but the practical conclusion to
which we fecl impelled is that, before so fundamental a change
gan safely be undertaken, there must, on the one hand, be care-~
tul preparation ineluding the fulfilment of certain conditions,

. which we define elsewhere, and on the other, Indian leaders

rust collaborate with the Governmént in the fulfilment of
these conditions, and must on their own account take steps to

- create confidence in the policy which an Indian government

might be expeeted to pursue. We do not wish to exaggerate
thexdifficultics, but we feel that the greatest service which the
present {Yavernment can render to India is to face them

. frankly, and-Jo do its best to work together with Indians to

overcome them. We deal more fully with this question in the
gociion dealing with finance.
In one important respect commerce is hardly separable

_ from finanee, for the customs head is the prineipal source ©

d this fact must have its due place in
shaping tariff policy. Tt must be recognized therefore that
until finance 1s {ransferred the popular control of the tariff.
would be incomplete. But comnmerce has problems of its own
quite apart from ite conncetion with finance. 1t may be
diffieult to devise effective guarantees, which would scenre
British firms and companies doing business in Tndia against
unfair discrimiration, and to provide for the efficient commer-
c¢ial management of the railways, which the experience O
othor countries has shown may be seriously endangered when
the management is in the hands of those who must maintain
harmonious relations with a popnlar Assembly. We do not
recard either of these difficulties as insuperable, and in .a
Jater section of this despateh we chall consider them in greater
detail. :

112. The problem of transferring law and order.—In re-
gard 16 internal tranquillity, a critical change is being made
in the provinces by transferririg to popular control the admi-
nistration of law and order. Until the results of this ehange
have been observed, it does not seem to us possible for Parlid-
tent to part with the power to maintain the ultimate guar-
antees of stability. It is sometimes argued that if law and
order is transferred in the provinces, there can be no reason
for not following a similar course at the centre. But¥e havp
no doubt that the provincial (lovernments in accepting the
proposal of a transfer of law-and order in the pro-
vinces are to a considerable extent relying on the

cenlral revenues, an
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mainfenance of existi &t , = - A ' g ;
the central Gove;nx:lré%it c?ﬂ‘iltiong at the ‘centre.. Tt is they would no longer have a fixed term of office of five years,
ultimate conditions of internal(; m-‘t responsible for the Under the new system they would in fact, subject to the diree:
_try. It determines the military ‘;:‘(")‘;zzgrgg&ugg‘?t t‘}:leisconnv tion of the Secretary of State, hold office at t{xe plelsasur«ta of
pose and their dispositi ired 1or pur- the Governor General. The Governor (reneral would Te ain
administration of iﬁgsﬁﬂl&; A& »1a385 down principlesefor the his exifling power to make rules for the transaction of busi-
ing intact the general structure of ?hlt rests the daty of keep- ness iu his«Council and to distribute portfolios., Wg presume .
eedure, which forms the essent;:ﬂ £ ¢ eriminal law and pro- that the determination of the numbers of his Council would,
tenance of internal tranquillity. It ramework for the main- ‘subject ngain to the superintendence, direction and controko
tlﬁnI zgid policy in regard to 'Subvg;gf:e@£JM3tetmittgrma- o , the Sevreiary of State, rest wiﬁh hirln.t The fonly bformat}
all-Indi . vements ik C ist on hi ction of members o
sued byatiiai‘:::g;’iss’sgcgn? é?otsf which are contin“‘?“;{y Pgll’l- ﬁstgﬁggiltguﬁogtdtﬁﬁq th%nex;:tisxfge l‘lii): would be main-
anti-government activities such :lfotlﬁm un}sts’ or widespread- >tained, under which not less than three of the members of his
civil disebedience. In carr ' Lhe present campaign of Council must be persons who have been for at least ten years

ying out these duties

seldom heen possible : it has hitherto in the service of the Crown in India. We attach consider-
" from the bu]kpgf populi?o‘g;;i:;qcuttge to rely en support able importance to the change suggested in the method of
expericenice has been gained of thm ¢ Assembl , and, antil appointment of the Governor General’s Couneil. It docs not
problems are handled locally be mamner 1 which similar necessarily-lead directly to responsible government, but his-
Governments; it is unlikely that Py 1.reSP0n81p1e9 provineial forically th® substitution of the Governor General for the
contemplate the transfer to b ai' 1ament will be willing to Crown as the appointing authority has proved in the Domi-
of the ultimate safeguards gi? pular control at the centre nions to be an important condition in the development of
country. Qur honourable collea Secur;lty throughout the responsible government. In the second place, the Commis-
. tion: to the scheme deseribed in gue who has drawn atten- sion lave suggested that opportunity should be found to
ever, to make it clear that in his S&lxgtiaph 107 wishes, how- include in the executive Council one or more elected mem-
ed in thal scheme would be sufficient t e safeguards suggest- bers of the Assembly or of the Council of State. Tt is ¢Jear
responsibility, both in regard to ﬁnao Justify the degree of that this proposal has potentialities of great significance, and
order, which is there proposed. nce and to law and tliese we ehall proeeed to examine. Finally, as we have al-
113. A unitary govern ready‘nwntilomted(,i the Comltnitqsion _la;;hstresst 01% iche‘ otwer
: . ; ment,— hieh the elected representatives in the ceniral legislature
sion.—It there is force in the‘f' rroposals of the Commis. ;ﬁ;ggs;]to influence tl};e executive Government in all fields of

general conclusions stated

to Took' to some soly- administration and legislation. They express the belief that

above, it would seem necessary
this inflnence will steadily increase and that the exccutive

tion on the lines of a wnita

i untary Government | .
. gon‘.te_mpla'ted by the Indian Statutory Con;‘;p:—u ch a8 is will become more and more responsive to the will of the legis-
dsg:ml?n{ (1Tn favour of a unitary Government (;f m,:]ﬁ. But a lainre. We have no doubt that the Commission have rightly -
s 1ot get 1id of the difficalty that there m 15 type forescen-one of the devclopments in the relations between

sharing of power bety . ust be
g ( veen two different s Yo sonig
namely, Parliament and the Indian Iecrisliglshtwe bodies,
mission were, no doubt, not 1 S ure. The Com-

the executive and the legislature which must follow on their
proposals. But we shall explain in what way we should anti-
cipate that these relations are likely, and indeed certain, to

the importance of har e S"Onsclous than ourselve
{fgiglat“’-’e’ and were aarig(i)(?gs 'Elfxg\t‘ S:}I}lat’g%re;:ecuti‘ze apd stﬁg deve]1011:‘;. Inclusion of members drawn from the legislature.—
el?emon% to establish satisfactory relations bt; bossife should We now proceed to examine the two features in the scheme’of .
Ii:ness.e i sfn rtlglee%r}:;mld to achieve thig objee':v egrllo;clheselfwo the Commission, which seem to us to require further elabo-
members of the Gog;nce they have proposed tﬁatt {}? N ration. We welcome, as we have said, the proposal that elect-
appointed not as now by t(})]r CGeneral’s Council ghould 1 ed members of the Assembly or of the Council of State should
eral. This evidently int e Lrown but by the Governg G °. -be included in the Governor General’s Council. _Bat the inelu-
y Introduces a consider I Lren- sion of individuals, however prominent in public life,. will not

in itself secure the object at which we are aiming, namely,

quirements of ST In accord : the promotion of harmony between the executive and the
s of “he local sﬂ?uatmn w ance with the re- legislature. As the Commission have pointed* out, there is

*Volume I, para. 235, . .
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& natural tendenoy to regard even g

the system 1;)f(}élyarchy as in some den elect
ciation with Government. When it ig a i Find

a Government which cannot technically &“efgslgghgfggol%g
“tendency will be much stronger. Unless somethine '?f ‘A .
to counteyact it, we fear that the Governor Genep.| .1 o
unable to obtain for his Council th eroral will be

deslred by the Commission, or that ?f aﬁ:hgg;gatgﬁfaén%{;ﬁ

éd minister under
gree tainted by his asso- -

uneil they shoulg cease to

hold their seats by virtue of election. Our viey therefors

is that, if real value is to be deri
contains the promise of hopetul dﬁ?ﬁo&&?ﬂ é“s pilt‘UiPOSal which
n}(:t only that the members appointed fmm,,heslne_cessz_xry
should retain their seats as electeq members‘ . eglslagu:e
should be recognized that they wil remain in t ut... that - i
responsive to, their political supporters Woush with, and -
paragraph 116  below the econg 1 e develop ip

X L ition ioh
lieve they might look to retain poli?i(?:l ‘;?élcxle]nzl: 111; :Ll}gl Wle be-
1 e legig.

lature, and so be able to assist Qover

personal contributions to the prf;bleelillslsn(l)in;dlrlgitnplzly 2y their

by bringing to Government some Prospect oflsségtm!}c’ but
port for

the @olicy 1n the framing of whij i
the oo g of which they wil have been asso-

115. The practice of responsiveness.—An ex
of the working of * responsiveress ’” :
Commission lay so much stress, leads us’ by

road to the same conclusion ag that

S expressed at
the last paragraph. Even at presentpthe egegltltﬂ}e end of
VOuTs to he responsive to the legislature, The di l;;(f endea-
of the system, however, have made themselyes Sasivantages
in the experience of the 1 very apparent

ast few vear
ab'o.vq how the function of the Assembly S _We’haVe shown
eritieisny, as lone as it has no reg ¥ 18

nonsibili - :
ﬂ‘giqramme.. Efforts have been made lb;t %lfgl‘(‘it) construetive
d a, particularly in recent times, to escq er\ernn}ent'of
.;;uf_y by consulting the party leaders o pe from this diffi-
etfore thev themselv n matters of policy

g lemselves reach thej .
1s probably inevitable, given t}iére(i?iggilnslons. This system

Id i i
gloeusdt.;&ttoh;; é%?}g:itqs}?g renroduced under the proposals of
The e ‘ ) 1. 1 has - S
Bty e ot roved e
and the Assenigl hﬁ popular view ag reﬁeete((i in i%%axi o a}ﬁy:.
policy is likely eit}}r] agnng N0 comprehensive regy bqom v,
the Government St?lrl ¢ take a critical and negatigenlglll 1111ty or
ing a constructiv : I“’}reheVed of the responsihil; . eﬁ eaving

. e solution for urgent problems, op I{gf (i)r hn(ti-
TS advocate

amihation
on  which the

a different

b {irg

proposals, the full consequences and reactions of which on
other interests or in other fields of administration have not
been theught out. From the nature of things it is impossible
that thg party leaders should have the same seuse of respon-
sibility av members of the Government. 1f their adviee is
accepted ahd the results prove unfortunate, the-discredit
falls not on the pairty.leaders but on the Government. 1f on .
the other hand their advice is not accepted, the Government
® is accused of being unsympathetic and unresponsive to the
popular view, and there is no improvement in the relations
Jetween 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 atfairs
really makes neither for harmony between the Government and
the Assembly, nor for strength and steadiness of purpose in .
the Govegnment. We are éonvinced that if leaders of parties
in the Assembly are to be taken into consultation, as they
must be on any principle of respousiveness, 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 secems to point to
a Government which, while containing a definite official
clement, and not formally responsible to the Indian legisla.
ture, would yet inclnde an appreciable popular element eori-
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 hetween
the executive and legislature. The nroportion which the
elected members shonld bear to the official members might no
doubt regeive consideration, if suggestions on these
lines were discussed at the Round Table Confercnce.
It  will naturally be asked how the elected mem-
bers of the Government associated with an official element
are to retain their following. The answer is that they must
be able over the widest ficld that circumstances permit to

frame policy in accordance with the views of their sunporters.
This in tarn implies that Parliament will be willing to define
with some ‘precision the purposes for which it would wish to. -
excercise its constitutional right of interference with the
policy of the Government of India, and that so long as the
poliey pursued does not 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
pamgraph of this despatch indicate what appear” to us
essential purnoses which His Majesty’s Government must
safeguard. On the assumption that the exercise of the duties



. 108

of paramountey in relation to the Indian States is transferred
from the Governor General in Council to the Viceroy as re-
Eresentative of .the British Crown, these purpoges qmay be
riefly swomarized as _defenc'e, koreign relatiops, internal
security, financial obligations, financial stability, protection of
niinovities and of the rights of services recruMed Ly the
Secretary of State, and prevention of wunfair disecri-
mination. The priméry responsibility for ensuring that
these purposes of Parliament were not impaired wounld rest

upon the Governor General, but he would have, to assist him
in this task, the three official members of his Government
who would naturally hold the portfolios in ‘

. -y \ ( which the questions”
of xqoreri_:a.\r'tlcul_ar interest to Parliament were likely to arise.
Their position in the Government would presumably ensure

- that the general administration of such subiects would
be in harmony with the views' of Parliameixt, sand‘gllxat
there would seldom be occasion for the Seeret ¥ of State
to interfere by express direction or veto. Buf the official
;ner;ﬂl)grs wo:ldwbelpart of a Gcévcﬁmment containing, if the
ystem wer orking successfu i
element in intimate relations with i’},x D atanele populax

h ' e legislature. 1 )
circumstances it seems certain that the oﬂi%ial member;l “trgﬁ?fi

not press their views beyond the real requir

situation, and that the popular view WOuldqrelc:ithrl: I&se (f)fﬂltc?sz
congideration. In most cases we shounld anticipate that (line
Government would be able to reach united conclusions, which
would not infringe the responsibilities which Parl’iameia‘t
wonld look to the Governor General and the Secretary of
State to discharge. When, however, there was an irreconcil-
able difference of opinion between the two elements in the
Glovernment, it would be for the Governor General in con-
snl{ahon, _wher_e necessary, with the Secretary of State to
decide which view was to be supported. If h2 accepted the
popular view, the official members would have the right te
record the grounds of theiy opinions and have them transmit-
ted to the Secretary of State, and would thus know that they
had discharged their responsibilities by'referring their difti-

enlties to the ultimate authority. whe : "
dity to safegnard. ¥, whose purposes it was their

‘ g 'd. Tt may be supposed, however, that in
rglatters which raised such issues the Governo, General woulld
b 1;3 reluctant to reject the views of his official members. In
m?;hia::hgtlﬁeil%tig members might either acquiesce, or they
Iught, whet ¢ wﬁspee result of pressure from their supporters

. rsonal convicti . :
tions. If the elected me comvictions, tender their resigna-

t . mbers resigned on any such is i
lst possible that the Governor Genelgal would bz un:lblle stge:g;z
other miembers with a political following to take their place.
In §uch an event he would be thrown back on the expedient of

Yeplacing them either by non-officials with no popular follow~

- iom

»

ing or unconnected with politics, or in the last resort by addi-
tional officials. If this happemed the progress towards the
developient of responsible government would be interrupt-
ed, but* thére would be no question of suspending the consti-
tution, and,the Government would continue to function, though
it would have to encounter the hostility of the legislature.

_ The situation however would be no worse than if an unpopu-

lar measure or policy had to be pushed through or under the
‘system sketched by the Statutory Commission. On the other
hand, we are disposed to think that forces would be at work

« tending to restore the situation. We contemplate, as we have
said, that the legislature would through the elected members
have real power to pursue its own policy over a wide field.
It seems unlikely that it would for a long period deprive itself
of eongtructive power over policy merely in order to register
its dissatisfaction at some particular measure. The greater
the power the legislature had acquired, the less would it be
likely to persist in-such a course. »

, 17. Possibilities of deliberate obstruction—We must
make it plain that the above argument proceeds on the basis

~of a general desire to work the constitution. We have not

overlooked the possibility that in the earlier years of any new
constitution there may be a party whose object is to exploit
all political difficulties with'a view to wresting from His -
Majesty’s Government further political advance. The exist-
ence of such a party would undoubtedly increase the probabi-
lities of the Governor (eneral being deprived of the support
of the legislature in carrying on his Government, and being
thrown back for a time on an almost completely official com-
position. We should greatly deplore such a contingency,
but, if necessary, it would have to be faced. In the long run
we believe that the forces of reason and orderly progress
»would triumph over those of negation and obstruction,

118. The scope of the popular element in such a Govern-
ment.—Hitherto we have been considering whether the kind of *
Government we have sketched would be capable of main-
taining the objects which Parliament would wish to safe-
guard, and whether in so doing it would be likely to retain
the popular element. We turn now to the wide scope of
aetivities and responsibilities which would present itself to

- the elected members of the Government. In the first place
they would within the Governor General’s Council be en-

abled to press their views on all subjects, with knowledge
of the strength which these views must derive from the sup-
port of the legislature. In the second 'place there is a large
sphere with whieh we should hope Parliament would not find
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not be fully discharged, it ean be attacked on the other hand
for its failure to offer clear cut iesponsibility on the popular
side. Mosi of tbese objections ave inherent in any attéhmpt
to shave power. For the success of any such attempt it is
necessary to assume a measure of agreement. Without this
no constitition will function satisfactorily. It may be that
some other method than the one we haye sdumbrated can be
dovised. But let the main elements of the preblem be

L . TR B »
romembered. The exceutive must own responsibility in.

cortain matiess to Parliament, The legislature must on any
<Supposition have a substantial popular majority. If a
completely iiresponsible executive is confronted by a pre-
‘dominantly popular legisliture, the result must be intoler-
able. ‘riction. This is recognized by the Indian Statutory
Cluigmission, who have made certain proposals designed to
reduedshe 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 Government they must be inter-
preted and developed somewhat on the lines which we have
sketched in the preceding paragraphs, and that it ig egsential
to their working that Parliament should be willing to define
with sufheient 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 safeguard
the purposes of Parliament should receive full consideration.
We have a'ready explaiced what appear {0 us to be the
serious difficulties of any statutory and rigid distrilthtion of
subjects of administration (o distine; portions of the executive
with different responsibilities. If, however, it would help
the admittedly difficult position of the popular members
ander the unitary scheme we have ovtlined that the con-
ventional division of responsibility within the Government
ghould be formally recognized, we should be prepared to
make this sacrifice of the forms of unity, provided we might
expect to maintain such a degree of harmony and co-operation
hetween the two elements in the Council as would secure to
the popular element training and experience over the whole
ficld of Government, and to the official element reasonable
support in the legislatyre.

191. Powers of the Governor General—To complete our
. picture of the contral executive it is necessary to consider speci-
fically the powers which the Governor (eneral 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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122. Potentialities of development.—It must be expected
that any, scheme of government at the centre will be judged
by. Indian qpinion on the promise it affords. of development
into full responsibility. 'We think that the suggested form of
unitary government leaves the path open for sucke develop-
ment on natural lines, and this is in our view perhaps its main
attraction. No wbrupt changes would be required. As Par-
eliament recognized that the Indian legislature did not desire
to pursue a policy inconsistent with the fundamental purposes
-which Parliament wished to secure, the occasions for inter-
Perence would become less frequent. Simultaneously the
necessity for vetaining the official element in the Couneil
would dimiuish., This element would with the approval of
Parliameént graduvally be reduced, leaving what wonld in
effed a Government progressively responsible. Develop-
ment would*gome, by normal constitutional evolution, through
the wise use by the Indian legislature of its opporiunities..
Until such time as India is able to make her own provision
ofor defence and internal security, we recognize with the Com-
mission that special arrangements would be necessarvy for
these subjects and for foreign policy. But over the -rest
of the field the process we have indicated might continue
without interruption. This natural growth of the powers of
the Indian legislature, through Parliament permitting its own
powers of control, retained for specified purposes, to fall
into disuse, could be accelerated-if the intervening 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 mutual agreement should
be made for their rights and interests. In the spheres of
finance, commerce and railways, we indicate below the con-
ditions on which progress seems to us to depend. Finally,
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
.subject placed in popular hands. When matters of this sort
had been 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 responsibility for those subjects, over which Great
Britain would at present be likely to feel it necessary to retain
2 measure of control. In the meantime the preparatory work
leading up to this transfer of power might be carried out,
with perhaps a large meagure of unanimity, by the kind of

. unitary government containing a popular element which we

have sought to portray.
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THE CENTRAL LEGISLATURE.

0"
- 123. Two preliminary points,.—We began our eonsidera-
tion of the problem of the central executive {y presenting
a general picture of the existing constitution of government
at the centre, and the way 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 relations between them. We accepted
the view of the Commission that the present popular character
of the legislature should not be impaired, and made certain
suggestions which seemed to us to flow from that conclusion
for the construction of the central executive. The next
matter with which we must deal is the compositign--af the
central legislature. There are however two syreliminary
points which we wish to take. They are perh#s sufficiently
- obvious in themselves, but we think that it mayv bé an
advantage to state them. The first is again to emphasiz
the close inter-relation between the two questions of the
construction of the executive and the composition of the
1eglslat_ure ; the second, 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-
censtruction of the Indian legislature is perhaps the least
vivid of the issues which have arisen in the recent political
life of India. TUnder the present constitution the two
chambers were constructed on prineiples which accorded well
with the sentiment of the country, and it is possible that if
India _ha(! not been formally confronted with thie occz;sion
for bringing under review every feature of the constitution
comparatively little attention would have been directed by
practical necessities to this y
far as Indiar constitutional thought has expressed itself, it
doqs not stray {ar from the prineiples which the pres’ent
legls:'lature veflects. For the Aszembly a 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 either the results of studv of
systems developed in other countries, or were put forv%rarci
as a device for surmounting communal difficulties, Though
some provineial committees recommended a limited elément
elected by provincial legislatures the general trend of opinior
l}\as been in favour of a directly elected, but enlarged‘

ssembly. The alterations proposed by the Indian Centrs

gg:;il:lnttt.eq are matters of defall rather than of prineiple
nation 1s used to remedy inequalities in representatios

portion of the structure. So -
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to retain officials, and to introduce experts without the right

. to vote.* o

As regards the upper house the prospeel of a unicameral
eentral legislature makes little appeal. The structure of the
Council of State has attracted little attention. It is true
that the Nehru report proposed to compase it through indireet

selection by the provincial councils after the method of
proportional representation, but the general trend of pro-
vincial opinion 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 Qave before us the recommendations of the Commis-
sion Mal changes in the construction of both chambers
and the subMitution of indirect for direct methods of
election. The views on these recommendations expressed by
local Governments show considerable divergencies, and
-opinions within each Government are often divided. The
general impression, 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.
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 calculations of its effect
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 indirect or direct election, we
would only on very strong grounds advise His Majesty’s Gov-
ernment in & contrary sense. Our own view is that on principle
the arguments in favour of direct election . as the ultimate
system for a Federal Assembly are the stronger, but we find .
definite practical advantages in the scheme of indirect
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 cfn 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.

Tt will be convenient to deal first with the Assembly, and
then with the Council of State. :

The Lower House. *

126. The federal principle—The Commission have pro-
posed that the Legislative Assembly should he reconstituted
as a Federal Assembly®. ¢ the members of which would not

*Volume IT, para. 135.
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go great a degree of provincialization would be desirable in
_{ke lower house of the central legislature. The consequences
on dentral agministration might be serious, and might result

~ jn -a policy Janfavourable to the general interests of the

countty.
128. The responsibility of the member.—Another argu-

. ment advanced by the Commission is that the method of

Lndirect election may be expected to afford **‘ a clogser nexus
between the member of the Federal Assembly and the proviu-
cial council . The argument is based on the view whic
the Commission have taken of the general operation of tha -
directly representative system, and their conclusion is that
as the members of the Assembly cannot be subject tc
any real control by electors in territorial constituencies, the,
wouldefgel greater responsibility to a provincial legislature.
‘We ghal ert in a later paragraph to the question of the
gize ¢f constliuencies 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
beiween the central and provineial legislatures. Indireect
election by the provincial councils is probably the best method
of securing that purpose ; but it would still seem open to
question whether the provincial contingent at the centre
would acknowledge any real respohsibility to the provincial
councils. It must be remembered that members of the
Assembly will retain their seats even when provineial disso-
lution bas brought about the disappearance of the electors
who returned them ; and if clected, as suggested by the
Yommission, under the method of proportional representa-
tion, the téndency of each representative would be to look

“only to the particular group or interest which elected him.

*n effect, so far as the Commission’s scheme of indirect
eloction rests upon the requirement of provincial represente
tion at the centre and the need for a greater sense of respons-
juilily “on the part of the member, a dilemma is produced:
Either the provincial contingents would be controlled by the
provincial councils, and the central legislature he excessivelv
provincialized ; or they would not be contrglled by the pre- .
vineial councils, and the responsibility of members to those
who elected them might be even less than under the existing
method of direct election from large general constituencies.

199. Proportional representation.—The Commission claim
that if use were made of proportional . representation in
selecting members for the Federal Assembly, it would be

*Volume 11, 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 transferable vote will itself tend to
throw thebusiness 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 provincial issues to the particular poli-
cies of candidates and on central issues only to their gene-
.gal suitability .as electors for the central legisla-
ture. We doubt whether electoral campaigns would in prac-.
tice observe these limils, and we should expect that the
simultancous reference of central and provincial issues to
the electorate will have a disturbing effect. There is reason
to fear that developments on these lines would introduce
divergent igsues into provineial politics, and invest them with

an eleﬁagg;cg‘.gf_ confusion and unreality. We regard this as

‘& real dimey in the plan of indirect election by provincial

councils. ) ) .

132. Dissolution.—There is another undesirable feature of
indirect clection as a means of constituting the Assembly
which seems to us to be of importance in regard to the posi-
tion of the executive. The Commission deseribe* the in-
conveniences which may arise when a general election be-
comes necessary on the expiry of the life-time of the
Assembly. Means are devised by which in such circuin-
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-
vinces canndt be entirely dependent on the necesgity to re-
constitute the Assembly ; and, on the other, that the choice
of members of the Assembly cannot be left to provincial legis-
lators, who have not been in comparatively recent touch with
the olectors. The proposals of the Commission give this
degree of security to provincial legislatures that at the worst
there is a guarantee of two yvears life, and the date of comp-
pulsory dissolution is known. Tf, however, the Assembly itself
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 practical
grounds an indirectly elected Assembly must be incapable of
oceasional dissolution, and we consider that this must defi-
nitely be regarded as an objection in the scheme. It may be
argued that the weapon of occasional dissolution could pro-
bably not be effectively used in any circumstances which could
ke expected to prevail during the next few years but we should

*Volume II, para. 135.
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for the present e Indirect election by the provincial cox(::l 'all-
tuencies. The Syit-em of direet election by territorial <30111m'c'ﬁ
aspeots are hi i‘ll Ject is very complicated, and some fs'tl-
siderations arg (iy’l ﬁgechnlcal. _ Theoretical and practicaf -~
the manner'ine\ hi }c:ult to disentangle, and in estima s of
expected to v 110 any particular electoral syste nates of
y work, there is necessarily vStem may be
speculation. . . Y a large/ element of
It ha :
‘cructive]c rsitilgi);mbeeil our object to indulge in merely
been evolved, which 1 no country has an electoral s 'st§ dee,
1ot hetwoon” W lgf 15 not open to objection. The} lel'n ye_st
depends u/Pole1 gfel ﬁﬁﬁ and an imperfect system huctl(;‘lacteh'l N
We read; . aneing of advantage i T
R S e e R T
oction eomns 0g h}élew Xogf :h; fedelial principle \vhieflnd?riist
] | Ive. As a general pr iti
O e S S 1 o
between ‘rixe cgﬁ/rdllsposod to weleome a éloscr C%:S}DQ?? ls
chance offered of 1 gftinglgi ghefprovi%eial legislatures ec %(1)11;
tation ¢ o is ld of specific e res
tation at the centre is not lightly to be disearded. 1t aery
se the actual woi'kin 1?,50?11{2

. . ves tO oxar J

indirect sys h nine

machi svstem, its  probable effect on {] t
achine at the centre, anqd i n the constitutional

. ts .

rov . possible .
prvices thal i .S o e i e
(’91‘11'1"0” ar;d ’rh(; Cm}fu‘?lon of electoral i:qsuese ‘tli\t’e dlready
eialigntion provinees, the dangers of tween the
1alization in the central legisl ol excessive provin-

latter for a fixed term, all see gt&r%ga&dcg}ﬁaglecﬁon of the
' 1

future complicati tt
. plications. We are also i n the seeds of
fiond 1 o € aiso impresse :
DODul}t?ioE:n }? llocation of seats in the Xssem‘glvbgnthe opiee
X Om(‘\;'h‘lfl() asis. The alternative is an unequal a?lo%u?ly
\\'oiO'hta;'O ()r% Ox.lst}ng' lines, which proceeds from an arti?ié?nl
weightage ']’H]m mnces.  But any attempt to combine 11a
1antage wi a natural re i suen a
throne . ) representation of co iti
. ;Hhont Ind_m bxr.an automatic method ; l‘l,mmumhes
ounter great difficulties. ' 18 Dikely to ene
Again, ther ' ’
Again, there are troublesom
. some and perplexipe .
arising out of the use of and perplexing  details
proportional - representation

—We have endeavoured

121

Since eight legislatnres will be ‘empowered to. create a single
legislature, somewhat larger than any one of them, and
containing under the Commission’s scheme approximately
250 membels, we would anticipate two results. We would
expect . that the members of provincial leglslatures, as
electors, whuld be called upon to express a number of pre-
‘ferences, which must nornially exceed thirty and may run to
considerably larger figures. We have been unable to discover
any sufficiently analogous precedent from which to judge
how the system of proportional representation, when applied

. on this scale, may be expected to function. The second result

wf the system is that the number of votes which would suffice
1o secure a candidate’s €lection by a provincial legislature
would be on an average from province to province as small
as eight. The use of testricted quotas for a system of elec-
tion™sriich must be secret, causes us considerable anxiety, for
we cannof\put 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 reason to doubt whether wotas so small will in fact induce
any real sense of responsibﬁivty in the successful candidate.

On the sum of these considerations we would ourselves

" jneline to the conclusion that a method whereby the Assembly

would be wholly or mainly constituted by indirect electioft
would not be 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 objections

- {0 which we have drawn attention.

An Assembly comprising elements drawn from both direct
and indirect election, securing on the one hand *‘ terri-
torial ”’ representation through indirect election by provineial
conneils, and, on the other, the represéntation of the ¢ gll-
Tudia 7’ 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 méthod
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 execntive 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 conelusive before complete responsible government at
the centre is introduced. As & trangitional arrangement
daring the period, when the relations between the centre and
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the provinces have to be adjusted and the'stresses and straias

oreated by these relations taken up, there would be much to
be said for having a central Assembly in which *¢ all-India ’’
. Vviews and ‘¢ provincial >’ views could each be stated by their
own respectivg representatives in debate. We thipk that &
scheme of this nature might usefully be examined. X We
foresee diffiulties, particularly in the matter of secu ing pro-
per communal representation, but it is possible that these
might be corrected by providing special communal constitu-
encles among the quota reserved for direct election, this’
method perhaps being further reinforeed by nomination in
certain eases. We have not been able to work out in detail
an electoral project on these lines, but we hope that the prac-
ticability of such a scheme might
sther alternatives at the Round Table Conference,

135. Direct election.—We now turn to a brief consigera-
Aon of the system of direct election. The most obvjicis and
perhaps the most grave defect of direct representation is, as
the Commission have observed,* ‘¢ the unwieldy and indeed
extraordinary size of many of the existing constituencies *’,
rendering in their view veality of representation impossible.
The difficulties of polling even a limited electorate over an
area so vast and of such varied physical characteristics are
evident. TIn the past direct election has certainly not secured
that intimacy between voter and candidate which it attains
in small compact countries, and we mayv expect personal con-
tact to become more difficult when the franchise is extended.
Nevertheless there are other considerations, of which we con-
sider that account should he taken hefore 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 tbelieve the facts to he somewhat as follow
the central elector has exercised the fr
readiness and at least as freely as
councils. A great deal of the busine
ture is as intimate to the elector,

. 8cope of his understanding,
councils. We need cite onl
the income-tax,

8.* First,
anchise with increasing
the elector to provineial
ss of the central legisla-
and is as fully within the
as the business of the provineial
¥ such matters as the Sarda Act,
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 elee-
torate. Second, the electoral methods natural to Jhe social
structnre of India may be held to some extent, to replace per-
sonal eontact between candidate and voter, ’

‘ d vy a contact whick
adult suffrage and party organizations mako inereas-

ingly difficult in western countries. The Indian elee-

*Volnme 1T, para. 137.

bé considered along with
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ate i d together by agrarian, commercial, pro-.
:‘g;:i%nalls gzld . c:fste relations. It 1is through . l‘}gie
reiations that a candidate approaches the " e ?flbfk;
aud in °this way political opinion 1s thq resu : 1:11 =
of individualejudgment, but to a greater extent than e‘se'\'\d :Iin
of group moyements. These relations and groups 1;:0&1 %er
India a means of indirect contact between voter an(‘]mehngofe,.
reducing the obstacles which physical conditions entail. -

- pver, we are impressed by the further consideration that ten
Rt ] : v

i 1 i for the first

rears ago Parliament of its own motion set up 1o .

i‘i(:;l:: qaa(%(;ectly elected Assembly, re]g%reser]gtatwel Zt r t]‘;lfe wilén%z

ia. That Assembly, in part perhaps .becanse §

Od%'eIcrtjglaelected, has appeal’ed to tlhe :s,entmc;ent (if f{alfl)citaas,eﬁgg
eds, as yet only quickening, of rea epresen

tsi?r}m glgc‘ssdinély, gnless new considerations of greater im-

i reluctant as
to be taken into account, we feel re )
?gtr tfsggc?g%noan experiment undertaken so recently in a

-

countrv awalening to political conseciousness.

X i —On these general
36. Advantages and disadvantages.—On
roulngcgs \ee wouf“dg hesitate to hold that the_orthodox methé)}%
gf representation by direct election (118 &niméed.t(’; t&ee Scé)nt eln
' i i urin
tions of India. It may be admitte L 3111 Juring these ton
' irect election has not achieved a e ich
}lg'z‘ll‘isa;lnlsﬁf perhaps hoped, fr;(})lr has ltt*yogﬁlc‘lcg}ﬁec (?xgp‘{gi) t(i)gn
stacles which the vast size of the countr my sulc'c'-ss
separa tes impose. But in many ways its &
ﬂf qeg;ae]; tgr?)lvsrg}ltlzl:aand itphas contributed to the strgngth of
ﬂ:; Assembly as a focus of national allegiance. On _1_he t)f(ller
haila it would not provide that expre]slmqn (gl plovmcc(lj?lld:l:]c:;:
such which may he judged desirable in the new ior
gnstléomp;ated by the Commission. In ﬁnz}mgnctmla n}f(xf;ﬁi sq'é
in particular, this defect may he serious. bu 3 s ag
lanpri;irnwalltérnative of indirect election, we helieve that th%
balance of the argument is in favour of the maintenance o
irect election. ' ' |
dlrec13?. Summary.—We have now examined briefly the
methods of direct and indirect election. For the ‘cn\:mpa
stances which exist to-day in India there is no, 17z)1.:a}1«.,} in
constitutional history, and the question is admittedly very
open. The opinion of provincial Governments is divided m
rsﬁa;‘d to it. Without forming any final conclusion, we hazg
expressed a preference for direct election, but have suggest
fh}i)t it may be found possible to devise a combination of t.}ie
direct and indirect methods, which might go far to rec'on% e
the different considerations which have force on elthi::{ side.
One of the two preliminary points which t\ye togkilw irr;di?y;
i his question of the composition of ihe Indi:
ﬁgﬁﬁl&?&f\\;gsqto disclaim any intention of suggesting 1its
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0 support the Commission’s schome | " to make a diminishing use of nomination for the inclusion of”
officials. .- But the necessity for maintaining strength in the

ditions should net be tak mmitti
aken ag eq tting the co ~central *Gogernment forbids too drastic a limitation

time to the indireet method of ¢

that, viewed in the li lection. Tt ig not o ik . £
e ght of practi . o% Impogsible of the Goverpor General’s power to secure some measure o
, 8100’8 proposals may attragz a:&es?}i:f p}f]dlen‘.’y, the Commig. assured paypliamentary support. We hope that the necessity
' an)ttgase, we feel that the methoq of e?ecg' suppott. But, im) for the use of that power will finally disappear, but in present:
'gllf:) ul(;" }?;1 which the:considered Judgment1 OOI}f lfngﬁlsentm_ll.\i a conditions we consider its retention a wise precantion. We
. Ve great weight. We' w 'an opinion . . * . would therefore impose the present maximum on the nomtina-
E{inl?enced by the trend of discussr,i(());llédatmzll;sell‘%eg be much tion of officials, but otherwise leave the discretion of the:
erence upon it ¢ Round Table Governor General in his choice of official or non-official
138. Nomination W 1 Jominiees unrestricted.
.» nation —We turp _ o 1
;-)i the composition and size of th: (l)&v;sg;ﬁ?e broad duestions . 139. The size of the Assembly and its life-time.—The
?r Glo_ns1derat}0n is the extent to which g 13; The fivst point total number of the members of the present Assembly is 145.
%:Oudq be re.ta}n.ed. ¢ have already expr ornated Clement We consider reasonable the general desire for some enlarge-
bee q‘lfﬁclnltléé inherent in the problem patestsi:;d the yici that meniy byt practical considerations must, we think, control the
(’Qig]laet?]trz O‘ilnlrl)al}ced lby constituting the exegug’.’ﬁt]-e \;'ould (i)g:rezise 1 membership.h Tgere all;le limi‘ff 1to t1}:1e riumli)eru(if"
rineiples which w i Hve and the cials whio can sit in the Assembly, and limits also to the:
-%iet?‘}épnﬁm. ,[h‘f pr(()iposals we (;;llélzdem%glrl the ‘gap ‘])etween extent to which nomination can be use,d without en;lbarrassmg
roor e ainaim and India, ip ¢ a  paritnership results. While we agree to some reduction in the existing
;‘llgier};@m it would seem to forilo\hi’et%g‘t’etr}? ment of Tudia, arg proportion of nominated to elected members, it is essential
»whosllirp m the legislature as well a5 j eﬁ; shonld be part- that the relative strength of the former should be sufficient to-
o {Eht)ti‘fponmble executive woylq natuI; 1 € executive, A enable them to discharge the functions which we have
ive Iﬁust }lr)é) Ogiltll])ill ‘%Ssembly ut if atap’ze;);f? 1’?}1 Support :i;asclfii?bed in ’igebpre(_l:]eding para}%‘r%%h. 'Oug}'l geg{eral aufx;L:
' ’ " by speci e ¢ execy- herefor somewhat larger than at present,.
ng»hﬂ;](; (g)lnrlposite eharglcterl)'e:\l*gcllgfrzviasrigp. or bY,COnvent‘i}gg, ~and ewtg es}%(l)]ll]d c%l?tex(r)lﬁztzogle maxirhu%n strengthp.cf 206'
miui;tlztii) count on obtaining adequate 18aged elsgx.vh_ere, it members. We should expeet detailed and local examination
its pOliticail as a whole, merely throygh S‘;lhpport for its ad- -to show that constituencies, which arrange the present eleeto-
do  not thiﬁllfm?}er*: with the egiSIatgre e gmm(f'ctul)ns of rate in suitable groups, ant()i mamtal‘?h-the %ms:nllgo prox(rimtclzllail;
holi 1at * the tim cordingly, we proportions, need not number more than abou and tha
32%1;510n, g(if.the non}inated por‘iio;l a§f t};]et come for the a maximum’ strength of 200 members would be .a[;propriate
curine i111' am - nomination for the e Assemb]y. We for a houge including also representatives of special interests,
“and 0‘% 0bfz(i;[illllél}ll]ltt);1 zfs)n(l)r dlef.ec.ts in représenmioz?li)r?OS()S , of and a nominated element.
an executive ofbt‘hé t?oil(ndlt}ﬁ’,nﬂl Support in the Asge el}flcfmn, We accept the proposal of the Commission and of the’
1 this way secure an ele ‘.‘ teh we contemplat Wm y f‘;r e Indian Central Committee that the life of the Assembly should’
and inartienlate as well 'I,?;];It)(tﬁel:pl esent the un;enfr:névh?:eg be five years. .
. ! an s men { ) .
Sifef),d.t the purposes for which Paz}il: would explain and 140. The franchise.—The problem of the franchise for a
incg({;:@ t;“ the a?mmistration of Indlilatent must ﬁftaﬁ‘ directly elected Assembly has naturally not presented itself
Jonr the present number of ¢ e would not to the Commission, and in consequence has not elicited any
df)m of nomination, and we would allgabﬁfs entering by the expressions of Opiriion from the provincial Governments. It
we proceed to make for tlie enlargement 1? tr;lropoga]s, Which was not mentioned by the Indian Central Committee. If
ave cffect in reducing {he “'Oight’whiooh ’tf A'SS"m]-?l.V, to * direct election is retained, we would be disposed to favonr:
erement will in future have iy debato p o ominated some extension of the franchise, in view of the smallness of
Proportion in which nominations miO’h(t % and  division, The * the present electorate and its general character. Any redue-
€rnor General hetween officials b] ° lelded by the Goy- tion in the.proportion of the nomindted element in -the:
think be elastio, o e non-officials shoyld e - Assembly, official and non-official, which at present alone re-

As harmony between the new

1he Asse . i i i s .
ssemb]y 8TOWS, as we hope it will it show presents the unenfranchised and inarticulate, makes an ex-
, it s

executive
¢ and tension of the franchise more desirable, and we think {that the

Id be possibla
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franchise qualification should be investigated by the Fran-
chisc Committee, with instructions to make suggestions for
a reasonable extension. o .
141. Constituencies.—We do not desire to cover again the
ground of communal representation and the forms which 1t
might take, so fully explored by the Commission.* We are
in _ aecord with their general conclusions and, in the°
absence of agreement at the centre, would feel bound,
in a dirvectly elected Assembly, to retain communal r_epresent?-
tion, derived from separate electorates, approximately ia
its present proportions.  The territorial constituencies
wovld then be differentiated as non—M_us!ml, .Mu_shm.. Sikh
and European. We would keep the existing dlstmbl}tlon ‘by
provinees, unless on further examination some modifrcation
seemed necessary and feasible, but we would aim.at carrying
into effect the proposals of the Commission for the elected
representation the Assembly of the centrally administered
areas. The special interests to be represented by election
might continue to be those of landholders and Indian com-
merce. We think it important that Euaropean commerce
should be directly represented in the Assembly.

1492. Illustrative statement.—While we have left ‘open
the question whether the Assembly should be constituted by,
direet or indirect election, we think it may be an advantage
if we show i detail the composition we would suggest for a
directly eleeted Assembly. The Assembly would have a
total maximum strength of 200 members, including 150 mem-
bers returned by territorial constituencies. The 50 remain-
ing scats would he filled by the return of 12 members by
direct election to represent the interests of landholders and
Indian commerce, and by the nomination of 38 members.
The former category would include, as at present, 7 repre-
sentatives of landholders and 5 representatives of Indian
commeree.  The nominated category would contain a limited
nuimber of officials within a maximum of the present figure
of 26, ana would provide for the representation inter alios of
the depressed elasses and lahour, until conditions permit the
use of dircet election hy these interests.

The statement which we append does not comprise all
the 200 seats. Tt has been prepared in illustration of a
possible distribntion by provinees and communities of the
150 seats, which would be filled by election from the general

territorial constituencies, and to show a comparison vith the
existing arrangement.

-

*® Volume II, para. 70 ef seq.

Legislative "Assembly.
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The Upper House.

_ 143. The need for a stro
cil of State’’, the Commission remark,*

A ‘¢
more conservative elements in the country fepresents -the-

sections of society which have aud, in, particular
: Lo most o’
{3;)]’1.811(19?6(1 legislation . We believgotixoaste (})ay hasty and il

gislation will long nger of such

: continue and that
will always be required as an elemez;ltseeond chanor

legislature. There are, I ‘

. . , however, reasons wh

szt;ge_t}xf gogggli)of Statg should be composeg v:itt}f};farptli.gu ::‘
. R roposed to have a for rely

i;)];remment at the centre, and a u}li’c:a)t;';fl e(;feg)lrtlieb }.[;opular
enable to the influence of the Assembly t Te directly

an _ _ _ cannot i
sponsible to it. In these cwcumstances’, we eanll)litdgfggg

that harmony between the executive and the lower house will
?

always prevail, ar :
. b ld the merits e R
may not invariably s of administrative policy

. receive that N : .
executive would desiro. Tt is of consideration which the

ther
ere should be a second chamber, so constituted as to be

able t oV . .

suppogt.bl‘igggnﬂlfhexécutlve reasonahle and diseriminati

charged with the gut }?V;)efrnor General will continue to'u{)gé

will b N securing those .

as fare a?e ()C;)l_lﬁizrn of Parhament,band it ispgggﬁiﬁ w%mh.

oy 1o s possible, these powers should not be b e that,
¥ In opposition to the wishes of ] e brought inte

decisions of that body have heen re\lf(i}eAssembly’ until the

judgment of the Council of State wed by the calmer

144, ' ualificati

ol o St::::}x)x:erg and q cations of members.—The C
the oo at ths 1fn the past exercised to the great b . ﬁol_m-
AT it it we v o drfe,

; ] 1 much as it i y ’
ﬁ?]rrle‘:)l:r g1na‘d(110 tlconcluslons . of the C:)trrilsiliastsg;ese&t- e
] dA : nd the proportion between elected Y e
ected should be left unchanged, and that o,

for membership of the upper house should cothe qualifications

The present qualifications for membership alntinue to be high.

the franchise, and we agree with the Commeist:iisame a8 or

might in future be perha : that the
tin } ps less wide t y
gﬁqtl}l]lr%{ 1nto suitable qualifications m?ghléaxgeﬁtbpresgnt' An
e lines suggested by the Commission. ¢ undertaken
145. The electoral method.—Th
. o e
Il)?;g members of the Council of Stalt);els)srng imetixoc% of return-
n successful in composin y direct election has

A g the u :
lines. Our own preference would bepf%irélaoilr]xigil‘l)irrllg :‘I:Zat%ble
re-

*Yolume T, para. 247,

-

ng second chamber.—‘The Coun- |

in the Indias

of importance, therefore, that |

. 120
sent system, bul 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
Conmeil of State of familiarizing men’s, minds with the
federal ides® 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

* watisfied that the change involved no prejudiee to the rights

of minorities. Our second proviso would be that the
change commended itgelf to public opinion. Subject to
these two considerations, we should be prepared to accopt
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 qualMications, which will be prescribed for candidates,
to secure an element which has proved valuable in the past
and is indispensable in a genatorial body. In paragraph 8 of
our Reforms Office despateh No. 3, dated the 6th May 1920,
Lord Chelmsford’s Government made the €ollowing observa-
tione: ¢ The functions of such a chamber, as we conceive

_ them, are thoc> of a revising body, capable of exercising in

relation to the popular chamber a resiraining though not
an overridirz influence, and its composition is a corollary
of its functions. The members of such a body must be
persons possessing wh-t hes been called the senatorial
characier ; they mus’. that is to say, be men who will bring
to becw, on problems of State, the qualities of knowledge,
expeiience of the world, and the sobriety of judgment which
comes thereby. No form of indirect election could satisfy
these requirements. At 1its 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 circumgtances could
it yield a true senate.”’ We do not now press these views
so 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 centrel Government should be able to count
on support fiom the vpper 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 (eneral to make
nominations both of officials and of non-officials, observing
that the Governor General is at present under 1o obligation
to nominate the maximum number of officials and indeed in

. . . L : X
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_ practice nominates a smaller nu ‘ }
this diseretion to reduce the nomﬁgiir(.)nsvgfe ngé)é} 11
the future, be more freely exercised than at 1ra N ;
might well be that if the method of indireet I;}gs;{nt nd 1t
adopted, more trequent resort to nomination of Homo 4
might he necessary, in order to represent interé’gtosng)r c6

munities which fail to
unj v ) sCeure represe i
vineial legislatures, preseutation through pro

ope that
ight, in

117, Life-time.~Whether the Council of State is eleeted” ’

directly or indirectly we ag i
yo Y we agr ‘ 1 :
Comnussion that its lite s%o?xeld“{fa}lfsteh\;‘él\;?xag: the Statutory

DEFENCE. ’
Administralive problems.

. 148. Conneétion of civil depart i
tion of defence.—Having desgibe’fe"“ with the administra.
?;&ﬁ]:l}[‘}) 1;::1:1(:;1\1)2 dispositions atlt}tlgecgfaimgli%gl I;l "
Consider in-cg?:eate;.sge‘zég%l hr())r\sst?}l"]lg co}{.ditio{ls_” we desﬁ‘geiz
:I(l)éllilfi onglee L1‘nora_im_portant of thsedégszﬁgjrllzr?’zlss o\%rﬂé}offec"t
of the Subje(’?ﬂgplzs?n have fully recognized the importaerll‘gc;
the most diiﬁcxﬂ ¢ ofe erlxco, which indeed constitutes one of
putting forwaré ° _all the problems at the cenire. I
A her - in

. ! acheme they hav been argely
actuat y ’ e 1o o
ctuated, as they point out, by the desire to removge\vha’]c Iflislllt
o

ﬁ;?ﬁi;éfaﬂ?? continuing barrier to constitutional progress
careful and ;3 C esigned to produce this result merit >thnhl g’t:
aoassed tho ompathetic consideration. We have alread:
e ey qt]%mfosals for the exclusion of defence id('v
and e how ‘e fze the structure of the central execut1°1 'SO-
that the r:e lzimmed in that connection the sugee 1’:' or
G Lénogfal o_f the control of the army ' fr%g ~s }:})}n
oo mvv of India would clear the way for const'(fn ti 1

ance. We will now endeavour to consider how h. onal
posal would uffect the army ad er how the pro-

been impressed by the s insi i
Coml'nisgion ha\% a;‘;l?'(;?zlcllr%i\;al;go?lilght Ty the
g?‘(;‘t}lllt.y of the slolution which they pro;z)l{lndand'_l?ﬁz g&&z
eir proposal, as we understand it, i .
Be‘?xeen Creat ]_S}itain and flll‘égzngl:ltf’ ;’ira tIlllq: tg;’;}eaﬁ(t]gfgl ’S}r:t
c;rx(ince (')-f dIndm. should be regarded as an Imperi'albco -
_carried on 1In co-operation with, but outside, th il
adminis{ration of the country. By ga similar}a o
fixed t(;tal sumywould be made available from Indigz;mem?m’ "
for demn’o? efgnendlture, subject to re*viqi@ at ll're} enues
tervals. 'The idea has undoubtedly manvkat{'.rz: t'Sumle os,
We have however, to ask ourselves two estio feafgres
whether, in the endeavour to avoid a constit?x%gt;?aolnz’ifﬁ ﬁﬁit’
¢ ‘ hificully

.

ministration itself. We have .
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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 whethdr the control of defence can as a matter of

_ fact be isolated in the manner proposed. 1t has to be remem-

bered {and exXperience in all countries during the Great War
has brought home this lesson very forcibly)® that
the adwministration of defence cannot be made the
Business of one department of Government alone.
The successful conduct of war does not depend solely ‘on the
strength of the armed forces available, the manner in which
théy are raised and controlled, and their general state
of preparedness, but upon the combined efforts of the Gov-
ermnent and the couniry 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,
maintenance of order and the quelling of civil disturbances,
osts and telegraphs, railways, trade, shipping and transport,
bour, health, and even education. The efficiency of the
fighting services depends. to a large extent on the general
efficiency of the nation in these departments, and on the
degree to which the national resources have been co-ordi-
pated in peace, and can be harnessed in war. The respon-
sibility of Government for defence is thus a joint responsi-

 bility. The Commission evidently had these facts in mind,

for they have laid special emphasis on the necessity for
continuing unimpaired the help and assistance which the army
at present looks for and obtains from the civil administra-
tion. If we have correctly followed their line of thought, they
believe thaf 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 ia-
troduction of their scheme as a whole, though the means for
ensuring such cp-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 éorrelating the aetivitiss,
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 rontine of
the Government of India, and decided ultimately, in the event

- of disagreement, by a reference to Council. It is true that

the wrocedure is sometimes found to be cumbrous, and that
-the meed for a co-ordinating jnstitution, analogous to 2t}w
el e K 4
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[¢] .
Committee of Imperial defence, is not infrequently folt. - This
iz at the most, however, a remediable defect in the adminis-
tralive machinery. The Government, in its present unitary
form, does provide the means of solving departmental differ-
ences, and precludes the possibility of deadlock.< )

. 15% _03)1;11-7 apprehensions regarding the position of the
rmy Dep cient under the Commission’s proposals.—We do
not Teel sure that this would still be the ease .
rlx;ents proposed by the Statutory Commission
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is hardly reasonable to assume that antagonism and opposi-
tion will become the rule, and co-operation the exception,
mercly becauge the army has been placed, for administrative
purposcs, unfler the Governor General Though under tue
Commission’s proposals the army administration would be
outside the Government of India, the responsibility of the
lutter {c co-operate in the defence of the country would re-
., main unimpaired, and the powers of thé Governor General
teould 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
beYaced with any greater difficulties in securing co-operation
ard co-ordination of cffort than an army administration form-
ing part of a Government of India, which was in other
matters responsive to the legislature. We do not oursclves
Lold these views, but we thigik it desirable, in connection with
so important a proposal, to state the arguments ou eiiher
side. ‘

152. In the legislature—The removal of the Commander-
in.Chief and the Army Department from the Government of
India might lead to complications in the legislature. The
Cornmission ohserve that the Army Secretary would  be
available in the Legislative Assembly. He would however
cease o be an official of the central Government, and, as that
Government would be divested of its share in the respon-
sibility for defence, he would acl, not as its spokesman, but
as the monthpiece 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 aud emharrassing. There i3 already a ten-
deney to eriticize the oxisting arrangement under which the
Army Depattment is represented in the Assembly by a See-
retary, and not by a member of the Government. We think
that there might be greater cause for dissatisfaction if the
spokesman on military matters were not even an oflicial of
the Government of India. The Commission indced propose®
that the Leader of the Federal Assembly should take charge
of irgportant debates on military subjects : but although ihe
Leader of the Federal Assembly might personally carry great
weight, his role, in army debafa;s, would be merely that of an
advocate briefed for the occasion.

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

sVolume II, pars. 170.
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mittee, and had. opportunities for thé discussion of arury -

policy, as the Commission suggest.

. Effect upon the Indian soldier.—Our arguments so
far }}Sge ?geit wi%)h the admipis’grative objectxé;ns tl;lat mlglgt
be urged against the Commission’s proposals. There is
another important aspect of the matter. The Con;mm%*.un
pave stated” in their report the main argument on which {heir
proposal is based. It is the principle that the protection,
~of the froutiers of India, at any rate for a long time to enmé,
should not be regarded as a function of an Indian govern-
ment in relation with an Indian legislature, but as a matter
of supreme concern to the whole Empire, which can only be
effectively organized and centrolled by an Imperial agency.
We do not here wish to enter into the question of the deuree
to whieh the defence of India may be regarded as an Traperial
rather than a purely Indian cqueern. We do cousider it
relevant, however, to note that the greater part of the rank
- aud 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 juto
employees of an Imperial ageney, whose policy whight be
dictated to a large extent by the War Office. It is possible
thaf;. the effect of this change in the status of the Indian
soldier would not Immediately be felt. Under the Cominis-
sion’s proposals, the army would still be directly subordinate
to the Commander-in-Chief, and would still be under the
suapervision of the Governor General. The dissociation of
the avmy from the Government as a whole might, however,
1 time prodnce reactions unfavourable to the Indian soldier
during his army career, and might also tend to deprive him

of the brofeetion and sympathy of the eivil administration
“in his refirement. -

The acvocates of exclusion may reply that here alsn the
goodwill and co-operation of the provineial Governments must
be assumed, and that, if these are not readily forthcoming, the
Government of India wonld at any rate be in no better acﬁosi-
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 ag in other raatters,
the representations of the Government of India are likely to
carry more weight with loeal Governments, no matter how
autonomous, than those of a detached authority,

154. Conclusion : the army should preferably remsin
under the Government of India.—Our conclusion, after

weighing the arguments on both sides, is that it would be
*Volume II, para. 208,
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.preferable . that - the Gpvernment of India Sl’_ll‘o}lx‘m("-c>irxfx§?il:‘
its conirol of the administration of delfence(.1 : ¢ o tl;c;‘r
sion themselves, however, 1'ecomme11d the a (Zcp 107.nﬂ qccopf-
scheme only on the understanding that it -me(_ets %\17 (11;“ -
ance. If Itdian opinion were demdedlx in 1 SThm :\ ‘:). )c:swi
should he prepared to reconsider our views. blg 'qf, })o;t
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 =2

member of the central (:‘rovgr?}rlnen(’g~ Thi; 1‘2?;1;:% 1;111 ft‘o {‘1}2
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156. The army estimates.—We find ourselves in_agree.

ment with many of the Commission’s: Qbservatigfaqo?ri}sq?\;l:
ject of military expenditure. Tt will be for His Maioesiv’

i e Commission’s argu-
‘Covernment to consider whether the Co
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ments in favour of a subsid
y from Imperi .

azhould‘ l)wel_accepted., and whether the Govexl'omr::}n I(;‘? inﬁ‘-.”
:ﬁn g{stz{m ‘]‘Sh a claim to a fixed contribution determir T i)u
re in te re to which the Commission have referred “ Vy
; ;'ettm avour of the proposal for the constitution of : o
}ofriseigtl?ln e a;’m Y tﬁffalrs’ including members of ‘the ge](i;)mi
°8 re, 1or the purpose of discussi i
g)(;i;}l]ni:sl’? mlxli}ary,questiom, as recoglgwilcllidl‘{eegmg tiln
ion. We are also in favour e y e
Y b g of th tssian
:ﬁggicstion that military expenditure from (?[nd(i)::mn.lls'S}On’b
ﬁx(:(}l forence.foward take the form of an ammalntlfxlenues
genoral poiitlijgillggtﬁg lyee}rf, tand revised at intei've(x)léa S’Flm
1T T : legislature in regard to def attors
fl]]lguflgélﬂﬁwe\;cr, remain unchanged : in particﬁ{f;l thmatt_els
g les for the annual discussion of military 2 191 STt
qu l;ure, in the course of the budget deb {"po 1oy and
ssembly, should continue. chates 1n  the
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o(. The Commission’
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4 comprehensi i o
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——’In. chapter
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and control of the army i ure organization, reery
to quote in full one paszalgne I.ildla'f We think it wort

“ For the P?I’poses of the
upon which we are enga
» Which Indianization gigﬁg’ ;Escmgﬂlpd by
se immediately impo o o not

. ria
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brovide Citselt " writpe in a position to
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*Volume II, para. 216,
tVolums 1, para. 111.
fVolume I, para. 125.

itment,
h while

thoae .
constitutional Inquiry

These words sum up clearly
of Indianization. It 1is of paramount
Indian public opinion that
we are in earnest in our policy, and that our measures of
Indianization are directed towards a definite goal.
eyually important that cur critics, on the other hand, should
recognize that the maintenance of efficiency is an indispen-
sable condition of progress, and that this plea is not r
for the purpose of obsiructing legitimate demands.

158. The Commission’s recommendations.—The Commis-
sion have put forward a tentative proposal* for the develop-
ment of a separate army of a dominion pattern, recruited for
of ~internal order, but sharing with Imperial
he burden of external defence.
when created, would be under the control of an Indian
The suggestion is repeated in paragraph 211 of
the second vo'ume, where it ig further made clear that the
d be independently paid for and con-
trolled, and contain no British element. The Commission
that the suggestion raises many diffi-
d financial, and that the time for so
rture from the established organization
We shall return to this subject later.
mmission urge that we should go for-
ward steadily, as we are pledged to do, with the Indianiza-
tion of the army, subject only to t

ce that we should satisfy

dominion army woul

recognize, however,
culties, technical an
considerable. a depa
has not yet come.

For the present the Co
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are the special concern of India itself. Itis
not to be supposed that units recruited in
Britain and officered by British officers are
Jing 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 ndtionalists are,
therefore, perfectly right in attaching great
importance to army questions in India in
relation to India’s comstitutional develop-
ment. 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-governmenrt in
India, that the transformation should be
given every fair chance. - The change i3
bound to be slow, and it is much more likely
to come about smoothly and succe$ fully,
it the difficulties are honestly faced on boil
sides in a spirit of complete goodwill.”’

*Volume I, para. 126,

and succinetly the whole

This army, if and

he overriding requirements



138

of military eﬂicienc‘y : and the i

_ . : y coneider that this igati
§fll(€;l}1{3dai(;1§ltll}u91t?1 _be honoured in the 1ett2,r talri(bi (;Ee:g:gi;)::;
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the (i;)‘ntrrfl of the Government of Indi;?y \%?eg “-g:esjecg l(;zrtd(l)f
say that Wwe accept this view of our obligations. “Our preseu{

policy of Indianization is indeed based upon it.” We believe
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report of the Indian Sandhurst Committeee, ‘¢ offers {h N
gtizirll);e”hneB of“atdlvance towards the creation of a d)rfnilll;n

my ”’. By he creation of a domini "y :

the evolution of a self-contained Indi;r?nfgfégy to v{')e mc,;.a,H
ltx}lﬁandec}r and officered eventually by Indians and’ to bee e(ildﬂl:
b;'?e%oni:f()l of a self-governing India. We propose to degéi"':l
brie Zil he %)Jogress that has already heen made in Indiani1 -G
fon, s 1§e he announcement of decisions on the report of e
an _Sandhurst Commiitee, {0 state the pogiotlior;) 1hm
, 10w

I‘CﬂC‘hQ(], and 1o indi

A cate what C Xt S 1 v

i e]y to be. - the next steps In advanece are
k L)

159, Progress; of Indianizati i
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present not more than two or three suitable candidates are
likely to be fortheoming from this source every year. In
addition, we may expeet an average of three or four candi-
dates a y}ar qualifying for either Woolwich or Cranwell.

160. Humber of Indianizing units required.—An annual .
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 cominis-
sions, will, in the course of time, supply an officer establish-
ment sufficient for a complete infantry division of twelve

abattalions, 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 eivil
departments. The caleulation 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 homogeneous cadre of twenty-three to twenty-five
King’s commissioned officers. Our scheme therefore at its
present stage, envisages the Indianization in all of sixtesns

" umits -of cavalry, infantry and pioneers, in addition to

such units of artillery, signals and engineers’ as may
horeafter 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 iu
tlie course of time be insufficient to accommodate the increas-
ing number of Indians commissioned through Sandhurst.
It will then be necessary either to set apart more units fus
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 ambitivn
of being promoted to Viceroy’s commissioned rank.

161 Question of an Indian military college.—The in-
creasing numbers of successful Indian candidates'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 evidence they had received, the desirable number of
candidates for the starting of an Indian military eollege, if

it were to have an efficient organization, was 100,  They

i}
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accepted that as the initial number, and proposed that the
ceilege should be inaugurated in 1933, with an intake of
33 cadets in that year. The cstablishment of 100 was 1o
be reached in 1933, whea the first batch of ontrants would
he commeuci.ng‘ the third and last year ¢f their course. The
C-omr_nitteu, in their recommendations, followed the models
provided by the Dominion anilitary eolleges »t. Kingston and
Duntroon, wheie the normal course of training is three or
four yeers: end we ogree that the Indian military college
when established should be on the lines of those collegus
rather than of Sandhurst, where the eourse lasts for eighteey
months only. We also agree with the Indian Sandhurst Com-
mittee that 100 is a desirable number, though not an indis-
peisable minimum, for the foundation of an Indian military
college. To absorb an annual ouiput of 33 officers, if that
were the figure aceepted, it wounld be necessary in c,ourse of
time to expand the number of units selected for Indiauizatio];
from s'xtecn, the number required for the present output, up
to about 25. The rate of progress of Indianization in artill’ersl'
engineers, signals, and air units, is at present {oo uncertaili'
 to be ircluded in this estimate,

162. Arguments that might be urged in favour of Sand.

hurst from the military point of view.—The al 1

creation gf an Indian military ecllege w0111t§r{)12t:a,vef1§gtltl}z-i
increase in the number of vacancies available for Indjan
cadcts 2i the Royal Military College, Sandhurst. His Fxeel
lency the Commander-in-Chief points ¢vt that there }g ';1(191‘
to be said for the retention of Sandhurst oy e trainirwb 1:| uc&
of Indian King’s commissioned offcers as-long aslb gsq%?
provided that the progress of Indianization is not th«P lbm o
tarded. The traditions which have been vor loms
years at Sandhurst, and the faet thet th
mix frecly in work and games with be
lic schools, have undoubtedly a henefy
sho_wn that many young Indian eadet
cation, are kLolding their own with t
ries : and those who advocate the
fcel no doubt that the same re
from a college established in Tn
¢ome would have no such tradit

respoudifi esprit de corps. While s izi i
espondifix espr. . ympath '
wide-spread desire among Indian prblic Igen ;:f)llslge :;‘ Ilr?illit-t{‘le
(f.ollege cstabhs’f_led in India, those who hold this view ‘-l y
definitely of opinion that the present high standard-of‘ pﬁtﬁ

cation, combined with th 4 sy
%andhm‘st, resulting in he formation Sy and traditicus of
e maintained in an Indian college, and that i
young Indian offi i ’ at the quality of
I rigorate. n officers entering the army will consequently

e Indien cadéts there
ys from English pub-
cial effect. Tt can be
s, after a Sandhurst edu-
heir B‘rltish contempora-
retention of Sandhurst
sults would not be obtained
diz, which for many years to
tons as Sandhurst and no cor-

established over long

the formation of character, will not
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163. Arguments that might be urged in favour of Sand-
hurst from the political point of view.—Indian political .
opinion has hitherto expressed itself clearly in favour of the
creation ofy an Indian military college in accordancs with
ihe recommiendation of the Indian Sandhurst Coramittee. The
eonsiderations stated -in the preceding paragraph might
Lhowever be acknowledged by some of those who press for an
Indian military college, if they conld be.assured of a guaran-
{ce that the retention of Sandhurst would in no way prejudice
the rapidity of Indianization. Indian sentimeat, both within
and outside the army, attaches considerable value to the
all-mark of Sandhurst. Omne of our Indian colleagues has’
expressed the view that it would be better that India shoild
eontinue for some time yvet without a military eoliege of her
own, than that Indian officers should come to be regurded as
possessing qualifications inferior to thcse cf their British
eontemporaries in the Indian Army. He fears that this argu-
ment of inferiority mizht be used to retard the pace of Indiani-
zation in future, and ke observes that if it is fourd neces-
sary for young Indians appointed, for inst:nce, to th Inoian
Civil Service or the Forest Service, after open compeiition
in India, to be sent to Europe for further training, a neriod
of training in England would seem equally necessary for
young Tndian officers of the aimy. It would be possible fo
point, in illustration of this argument, to the proposat of the.
Indian Sandhurst Committee that Indian cadets, efi=v com-
pleting their course at the Indian military college, should be
attached for ome year to British battalions stationed in the
United Kingdom. To cite another instance, although the~
teaching in Indian Universities has reached a high standaxd,
there is still in India a great demand for admission fo British
universitics. Even if the Indian military college. thevafore,
produced ¥rom the outset officers as good as those tiained at
Sandhurst, the fact might not be recognized for some time by
the Indian or the British public. He {urther 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 accommodafihg the increasing num-
bers of Indian cadets at Sandhurst. If therefore His Majosty’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
eonsiderable time to come. An Indian military college is

* moreover bound to be expensive, hoth 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 political and finaheial, as well as the military, points of
view, the alternative of retaining Sandhurst may find seme
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, or pos-
sibly four, years in an Indian military college, beginning in the
seventeenth or eighteenth year of age, when boys are still
comparalively impressionable, could be made at least as
¢ffective as the training imparted during eighteen months at
Sandhurst to Indian cadets, who rarely go there, under {he
present cystem, until after they are nineteen. The advan-
tages resulting from association with British contemporaries
might perhaps be secured, when the time comes, in another
way, namely, by extending, for Indian officers, the perioil of
attachment to a British unit, before they are posted to the
Indian army, from one year, as at present, to, say, two years
Further, it may be thought that the qualities of initiative an(i
. comradeship, the combination of which is essential to the

making of a goo‘d officer, are acquired rather during the time
spent at an institution such as Dehra Dun, or at an Enelish
pullic school, than during the later, and shorter Sta-o'g c(,fh a
course at Sandhurst.' _By taking its cadets at a Ihorebfbl'ma~
tive age, ard by training them longer, an Indian militar
college could supply to some extent the advantages of a ‘uh}:
lic school education for those who had not already hadpit .
and there is no reason to suppose that the military authori-
ties in charge of tl}e direction of the college could mnot bl‘
choice of staff and in other ways, ensure the provision of 2
first class training. The Indian Sandhurst Conmﬁtt‘ea
were obviously guided by considerations such. ag th n
- making their recommendation for an Indian milit o ol
lege—a recommendation that } i military col-
> L da at has received much support from
Judian public opinion. We eannot ignore the strenet rol
the'demand for such a college. In spite of thurength ‘of
assistance granted by Government to India ® tapelal
cannot doubt that the expense, the distance frxl' caTd‘et_s, ha
the unfamiliarity of the surroundin oo oudia, and
deter a number of parents at prese%st’ fa re factors which
sons for a military career. There is g ;Zﬁl roilf‘?rlng their
that in spite of everything that Gove o pression
of education at Sandhurstbremains exrnmgnt can do, the chet
cadets are handicapped in v possive, and that Indian

; arious o . PP
is but natural. To appreciate itg f(';};er ways, This feeling

to imagine what would be th oree 1t 1s only necessary
who desired to send their sonse i?ll‘cct)lt’llliae a(;';Br‘lF?c% BT
no military college in Great Britain, and evexy’ ]13 "1531'0 were
had to be trained at an institation in a distgnt Iclb. ls,l;l.md?[tt
would not be long before public opinion, in Olsm _lxy.
cumstances, demanded the establishment of 5 milit by
in England. An Indian m a mlitary coilege

ilitary collbge will i

hev) ; ill in g s
becé)n}:e mev.ltable as soon as Sandhurst can no lonu-ern Z : ase
modate the increasing numbers of Indian ca, SR

dets. We do not
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know when that point would be reached: it would depend,
among otber things, upon the attitude adopted towards his
question by the Army Council. But, even if the military
authorities ip England were willing to accept Indian eadets
ol Sandhvur8t in sufficient numbers to avoid the immediate
necessity of Younding an Indian military college, the question-
wouldl still remain whether it would be better to -continue
sending Indian cadets to Sandhurst as sqon as possible, or to

“egtart the Indian college without delay.

Sowe of our number would prefer, for the reasons given
in paragraphs 162 and 163 above, to make every effort for the
rdfention 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 of us
take the view that the establishment of an Indian military
college should be set on foot as soon as practicable. In these
cireumstances 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
ascertain Indian feelihg on the matter. .

165. The Commission’s scheme for a separate ‘‘ domi-
nion »’ army.—If the number of King’s commigsions offered
annually to Indians is increased 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 wnderstand the proposal to he that Government, in co-
operation, with the central legislature, should encourage’
the reeruitment of battalions of a dominion pattern, com-
manded’hy officers holding a dominion commissien, 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 the
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 7, but also *f sharing with Imperial
troops the burden of external defence ’’. * Nor have they
defined the source from which it is to be financed, though
recognizing that financial considerations will of necessity.

. impose strict limits on its size.

*Volume I, para. 126.
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166. Tentative character of the sch ’ i
bative char eme.—This sugges
of the Commission i, however, only tertative. Askaiel;lt:x(\)r];
iﬂready stated, they uo not themselves consider that the time
‘133 yet arl ived to decide upon jt, and whether;it should be
g ggﬁ?gtgl'pﬁ?zo Its adolz’m_on would in ary case depend lipon
- definite prononncement in its faveur by Tiklian pablie
;)11311181?:” ('N}Ve j?iﬁl proceed to examine it 1 the “parag];'aph(sl
our follow. ie,same time, we wich to make it clear that
vistonal, and that we do not comm

. it ourselves at this stage”
a fiual expression of opinion. this stage to

-

167. Possible objections to the scheme ",
?hee El;gv‘i(llgrﬁf«%&the Go;;eiﬁm ent o7 India continx}}c?)ﬂggh’tlgﬁ
: ) r ,» O Whethe tat .;'Q:
recommendation be adopted, Iz;ntéleth?cgrjl":t(l)'l(ﬁr o’fct?lnzml e
transterred to the Governor General -
the Imperial Government, this furiie
the St_atuf‘my Comnission would
two. dlstin%t forces side by side,
equipped, financed ard employed on di t
both of them none  the 1esps f}:)rming 'dylgiiegg ?ﬂ:tgﬁfﬁ -
India, and containing the germ of the future d hion
army. V.\/e c011fesb that we do not at present ?mlmon
ﬂ{.&;ﬁﬁcatwn or incentive could be found for the cfgz(;tiow}m%
tijees ]t);-op}(:qeld new force. Apart from the financial difflilesl-
tes to g\‘vll«-c L we nave alluded in paragraph 165, it is obvious
m; uew }OrIalsed troops of this character “;ould not £
any years ve as efficient as units of the regular a’rmoxr

Indian public opini
opmnion, so far ; -
whole army should rema s we know, is content that the

S in under the contr 7
. gglllltl sOf-n‘In(%im tand the Commander-in-Chi((a)%. Ofl‘gl em(:?r\lez‘llé‘
ma se(coel\‘]d rst, a large reduction in military expendi’rnre.
ond,, second, anTlllncrease of Indianization within {he
exd Agze(mlly' he fact that the Government of India : 1
rno-ru'dm thly ;v(_ne free to develop an army which miuh{ll;)(
(’{l?)il(l*_‘, ;1?) nogsil(lllefegx(:ar :;ggtll:rand of less effective ﬁ;il':in;
m(:gh{:ﬁ be available, would nzt)];:m};’v:kl;h asrllmh (f “: {13 of
popular enthusiasm : nor wonld it be easy to (S?,ronviel?clcee at?;

. one that this measure constituted an advance towards the

formation of a domini
membered that, in I&;ﬁg‘% farmy. It must further be ro-

_as such, do not exist. All u};}t;g: eéflftllgzrn%l 7 T eomie
:Zalqeda afnd equlppec.l up to the full ,st:;;glayrdar:f lg%zliléted’

un(ﬁure ? i)lr service in the field. On the outbreak ;)f'v;l o
hecosm whie arq]at 'ghe moment stationed in certain n] oy
peor e,fon mobilization, part of the field army, and 11'3 aceg
te front. Those in certain other stations, are é)etoaciiigd

X army be
acting as an agent of
uler recominendation of
involve the existence of

controlled, organized,

. . _ S
, like those of the Commission, are merely pro-
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internal seenrity purposes ; bnt, being fully trained,
also form a valuable reserve to the troops in the field. In
ordinary times however every unit is fully trained for war,
and is also &vailable for duty in aid of the ecivil power on
the outbreaks of local disorders, whatever its duties may be
in the event of mobilization. Battalions trained for-internal
security purposes alone would not have sufficient occupation
do justify their maintenance as regular forces.

~ -168. Another suggestion—Provincial battalions.—We
have considered also an alternative suggestion that a certain
aumnber of units, over and above those set apart under the
existing scheme for Indianization within the army, should

“be handed over to provincigl Governments to be maintained

by them as provincial battalions.. These’ battalions would
normally be employed by the provincial Governments on
duties connected with law and order, for the preservation of
which they are, under the Commission’s proposals, to become
primarily responsible. They might also develop, in the course
of time, into units capable of taking their place in the field
army. They would in fact be raised and maintained by pro-
vineinl Governments Yin precigely the same way as Imperial

‘State forces arve raised and maintained by the rulers of the

larger Indian States. They would be inspected and super-
vised by a central agency similar to, and possibly amalga-
mated with, the Military Adviser-in-Chief and his assistants.
For every provincial battalion so constituted, a corresponding
unit of the regular army would be brought under reduction :
and the provincial Government would receive, out of the re-
sultant saving to army estimates, such financial contribution
as was required to maintain the new unit on an adequale
footing. Rrovincial battalions, like the Indianizing units in
the regular army, would be officered by Indians com-
missioned through an Indian military college. It is claimed
for the scheme that, by encouraging the development
of localized forces, it would help to broaden® the
basie of recrnitment, and perhaps foster willingness to
undertake military service among communities who show no
enthusiasm for it at present. Meanwhile, the Tmperial army
would not run the risk of including more experimental, and
to that extent, ineffective units than it could carry. At the
game time, there would be no restriction of the field of employ-
ment for young Indian commissioned officers, many of whom
might prefer service in provineial units of this character to
sorvice i1: the Tmperial army. The suggestion, therefore, has
gomething in its favour from the purely military point of
view. It is, however, open to sonie of the same objections as

_ - the proposal of the Indian Statutory Commission : nor have

we any reason to suppose that provincial Governments or pro-
vineial sentiment would welcome it. There is Ho evidenee
:
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at present of a movement in any part of Indi
lishment of provinecial military %'oyces. of Indin for the estab-

.. 169. Reasons for preferring the continuance of a 'single
army.--Apart from these considerations, the crgea.tion of an
new type of armed forees would form, in our opinion; an uri
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 hattalions of military police maintained by 151‘0Vin-
cial Governmenis. We doubt if there is room for provin
cialized forces in addition to all these, We would gre: ;
prefer that all nnits hereafter selected for bt
should retain the status and functions of re
troops : and we have little ®doubt that
ment wouald support us i this view,
vantages of a provincial or local connexion could b
equally v}\;ell attained by assigning certain stations !115( ere
:‘I:‘arrll:]ﬁnt eadquarters to some of the Indianizing units o%) the
gular  army. Some such arrangement would indeed b
de.snrz’xble for several reasons. The inerease of the n be( ?
King’s commissioned officers in replacement £ \'l'm o
commissioned officers, for instance. will neco tato the oy
vision of accommodation f ffi . necessitato the pro.
1 : lon Tor officers on a different seale f
that provided for ordinary units : and for this © %t will
propably hecome difficult n T
ordinary units to succeed

voul ly

Thdianization
gular fighting
Indian senti-
We think that the ad-

i not 1 ) reason it will

[ dl?o lmpossible, in future, for

: ndianizing units h

vice »ers Zing on relie

ériime;’t ;a.if Wl(i gave reason to believe that pr.ovincialf’(318;)2;‘i
5 11 asked or required to maintain armed forces for

internai security- duties
take the existing form’ ‘gi? Illlndlﬁ)tl'ﬁiel‘ e Joreos should

take_ the ting ' police. We rdingly
Sr(x)\lll:‘rldlm ﬂla% any advance in the Indianization of oiili(i:(esgxl'drm%lz
my fl\i)é 1pn]z‘1; Isogvn}l:m t}%(: army itself, and that urfits J%elti'rtleci
‘ pose hereafter must contj ined :
far this purpo ‘ mue to be tr
e ]2.9,\ ¢d in exactly the same way as those which atln.e(l -
ritish officer establishm ' | retai their

ents.
170. Coneclusion.

b —But whatev , '
fhe Commission’s suggestion forel:chrgagv«be the outcome of

s : entual i

;oi ﬁgarate :(xrrfny, we have sufficiently indicated. lclf e‘cahte;mfl f
Bchig paragraphs, our whole-hearted concurrence & ore-
poliey which they advoeate for t aourtence in the

. he mean 1 . .
procced with weasures for preparin ;1 while. Our aim is to
! fe]

aoor oy sqe Indi ,
larger s‘hn‘r? of responsihility for her own ifggmlénélertak.e a
;'1: is ‘plae‘fcab]e : and we shall be readv to adopt i»}rapldly
cans may he found most suitahle and eﬁ-‘ect'p “hatever
achievement of that end. tive, for the

1L Comstdmtic FINANCE.
... - 171. Considerations which affect the early trims
mmmi'my Im_‘ Bnance—We have referred 1iyn t:a::grli'ogg
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paragraph of {his despateh to the special difficulties in the
way of any immediate transfer of responsibility for finance,
owing partly to the magnitude of the interests which have
hitherto beeif safeguarded under the responsibility of the
Secrolary of State, and partly to the necessity for the prior
fulfilment of certain special conditions. We desire to examine
in more detail the special circumstances which surround this

highly technical but vital part of the administration. We

shall then offer some suggestions as regards the direction in
which, and the qualifications subject to which, advance in
fingneial responsibility may be made.

179. The four principal factors in the situation—It will
facilitate an appreciation of the practical measures whieh
are required if the principal factors in the situation are
analysed and considered separately, though they necessarily
1f:ousome‘ extent overlap. These factors may be stated as
ollows :—

(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 responsibilities which the Govern--
ment now carries in relation to the ecurrency.

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

173. The financial significance of the responsibilities of
Parliament.—The special responsibilities of Parliament in
the financial sphere may be classified under three main
heads. TFifst, if Parliament remains, as it must, responsible
tor defence, it must be able to ensure that the funds to meet
{he cost of defence are available. Second, Parliament having
been hitherto- responsible for the general good government
of India could: not relinquish this responsibility without
ensuring that the debts incurred during its period of respon-
sibility are honoured. In this connection we may recall the
assurance given by the Secretary of State to the holders of
Indian loans in England in Sir Arthur Hirtzel’s published
lettor of January 27, 1930. Third, Parliament must® remain
responsible for the pay and pensions, family pensions aud
provident funds of all officials recruited by the Secretary of
State. - It may be argued that it would be a sufficient dis-
charge of the responsibility of Parliament, if it were provided
as part of the new constitution, that the sums re uired to
make the payments due under the above three main headings
should be a -statutory first charge on a_conboliddted fund,

- payablé independent of any vote by the Indian legislature.

%%
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But (a),a first charge on revenne is of no value unless

the necessary t .
. axes are levied
sufficient revenue, and to produce

(b) in this case the total of the ehalgges inclﬁding :

only cost of the army, interest
pensions amounts to )a’bo;?tgz)ei)tefnce?tan& atrlll%
neg‘revenue of the central Grovernment. ‘When
a ‘“first charge’’ absorbs all but a narrow
margin of the total revenue, the security implied
by the mnomenclature disappears. In sugheé
f{ise, the all)thO‘I‘It}‘f responsible for seeing that
iese payments are made has an intimatté con-

thela straii Il

-
We do not go so T
S0 10 suoo
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. 174. Oredit of India — i
is o factor of Overridig' ‘The maintenance of Tndia’s credit
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commitments in the form of loans, pensions, and similar
obligations. _
MoreovergIndia’s eredit for the purpose with which we
are concerned%neuns something more than the credit of the
Governmient of India as a borrower. Vast amounts of
private capital have becn invested in the development of

the country and its indusiries, and it can hardly be disputed

tRat a large part of- this investment has been made in
reliance on the prevailing system of administration,
especially financial administration, of the country. '
sudden and fundamental change, creating uncertainty and
doubt as to future policy, would inevitably result In a with-
drawal of a large part.of the capital already invested, and
stop the free supply of further capital which' the proper
development of the country urgently needs. Kven the
fear of such a change would be sufficient to produce these
results, as the experience of recent months has shown. It
must also be realized that the withdrawal of existing

capital and the restriction of fresh supplies would not merely

concern British capital. There are many Indian investors
who might seek to invest their capital abroad if they Jost
confidence iu Indian administration, and of this danger also
there has been evidence during the last few months. The
offect on movements of vapital to which we have referred
might well be felt on a seale which would mean financial
and economic disaster. *

Whatever may be thought from the Indian point of
view about the desirability of this state of affairs, in which
India relies so much on external credit and external services,
it is a vital clement in the problem, which must be faced with
all its cons@quences, the chief of which is that the means of
livelihood ofid the welfare of a vast portion of the Indian
people depend at present omn these foundations. If the
foundations were withdrawn without an adequate and careful
period of replacement, the whole Indian economic life as it
exists to-day might collapse.

We do not suggest that the factors just mentioned

. would not be fully appreciated b{' a popular Finance Minis-
ter in India, and indeed we thi

nk that their very exist-
ence should afford the strongest reasons for his pursuit of
a sound financial policy. But change is always unsettling,
and our purpose rather is to’ emphasize the need for estab-
lishing confidence before snch a change is made.

175. The Government of India’s responsibilities in rela-
tion to currency.—The third factor to be considered is the un-
usnal responsibility which the Government now carries in
relation to currency. It is, of course, a well known feature of
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tndicated in the report of the last Currency Commission, these
reserves will require to be built up gradually, and it is diffi-
cult {o see how, in all the circumstances, this can be done with-
ouf furiber fpxternal borrowing on a large scale.

The cothbination of circumstances, to which we have
referred, means that the inauguration of a reserve. bank to
relieve the Government of its functions in regard to currency

“eand exchange-is a matter, which demands careful prepara-

tion and a combined effort by the Government and the people
of the country. It cannot be regarded as a condition easy of
fulfilment or lightly left to an uncertain future. At the same
time, we must make it_absolutely clear that it ought to be
definitely a part of our programme, and that it should be
undertaken at the earliest possible moment.

We wish here to emphasize one further consideration, viz.,
that it will be necessary that the constitution of the bank
should contain safeguards for its future control against the
danger of political interference. We should hope that it
would be possible to convince Indian opinion of the desir-
ability that such a bank should work in eclose co-operation
with, and on lines approved by, the Bank of England. This
idea could be supported by the general consideration of the
importance of eo-operation between the central banks of the
world, and especially within the Kmpire ; while the action
just now being taken by the Bank of England in giving
counsel in a period of great difficulty to Australia may help
to convince Indian opinion of its value. Whatever the future

* tor India may be, she must always be greatly dependent upon-

her standing in the London money market, and nothing could
be of greater service in this direction than a close co-operation
between * central hank for Tudia and the Bank of England.

176. Special difficulties inherent in the present financial
and economic position.—Finally, we come to the present spe-
eigl difficnities inherent in TIndia’s financial position and in
world economic_conditions. These are so well known as to
require no detailed explanation. The difficulties fall maiply
under three headings. First, the general economic diffi-
culties from which all vountries which rely mainly on agri-
cultural exports are suffering at the present time. Second,
the serious after-effects on public and private finance which
may be expected to result from the present political dis-
turbance and the programme of those who have organized
the civil disobedience campaign, effects which, even if that
campaign were immediately terminated, must be felt in the
country for a long time to come. 'Third, the obligation for
redemption of existing loans of the Government of India
which will be particularly heavy over the next three years,
¥

-
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and the need tor further resources in gold or.external capital,
not only to continye the development of India’s railway
system, but for establishing a central bank with adequate
reserves. It would indeed hardly be possible tp imagine a
combination of circumstances more unfavourabk: to an im-
mediate change of policy, which might result in shaking
public confidence in the credit of India.

177. Importance of central Government finance in the
~mew constitutional scheme.—There is one further con-
sideration which should be mentioned at this point, namely
the vital importance of maintaining the financial stability 65
the ceniral Government in India in relation to the constitu-
tional scheme which we are now considering. "The proposz;ls
of the Statntory Commission would give a wide extension of
responsibilily and independence to the provineial Gover
ments.  Nevertheless, the provinces cannot he re&al'dod' n;
separate economic units, and they must remain to a lave. s
tent dependent on the central Government’s
ministration and the maintenance of its credit
time, the admnistration of finance in the pro.v
its side react to an important degree on the ve
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179. Possible lines of development.—The essence of what
we contomplate is that we should endeavour as a first step to
embark upon a period which is defiuitely acknowledged as a
period of prgparation for the transfer of responsibility. Our
declared objbet would be to create such a state of affairs as
to make a transfer possible, and to do this with no avoidable
delay. It would be the task of the Government to do all in its

., power io expedite the fulfilment of such of the conditions
°referred to in the preceding paragraph as it can influence,

and accordingly, in co-operation with representatives of
Tudian opinion, to complete the inauguration of a reserve bank
orrthe lines which we have already sketched, and to consolidate
the financial position, both as regards revenue and expendi-

+ ture and the public debt. A concerted effort will be required

o overcome the speeial difficulties referred to in paragraph
176 and to work out a financial programme for the future
which will inspire confidence. We trust that our snggestions
for a unitary executive, which may give greater harmony
with the legislature, may go some way to help in this direction,

_and we would also hope that committees of the legislature

might provide opportunities for co-operation hetween (Fovern-
wment and the popular representatives.

Apart from these matters, it is necessary to say sote
thing of those other conditions less easily definable to which
we have referred, the essential purpose of which would be 4o
eslablish ' confidence in Indian administration. The main
weight of this task must lic with the leaders of Indian opinion.
An anthoritative declaration by responsible leaders that they
entirely discountenanced the doetrine of repudiation of debts
would be of some value, but beyond this it would have greater
practical gffect, if Indians could g'ive‘some signal proof that
they are willing to mobilize their private resources for the
sake of establishing the national financial position. We say
no more on this subject now, leaving it to be further develop-
ed in discussion at the Conference. Our general *butlook on
these questions is that on the one h_and, while fully recogniz-
ing the special difficulties inherent in a transfer of financial
responsibility, we accept the position that an eventunal trans-
fer is-implicit in the declared policy of an fxdvance to.w:;n:ds
self-government in India, inasmuch as financial responsibility
is one of the most cssential parts of the responsibilities of
Government. But we feel that the chances of obtaining that
co-operation from Indian public opinion, requisite for the ful-

. filment of the conditions to which we have referred, will be

lareelv dependent on the clarity with which such conditions
eang bZ degned, and the certainty with which the mntentions

- of His Majesty’s Government can be stated. On the other
" hand, we must emphasize that the chances of an advance are

Y .
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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 b%}en 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
{hat, unless His Majesty’s Government state clearly what is
required, and Indians are given a fair chance of making a

. . . K . . ¢
response, with assistance given generously from the British

side, we cannot expect Indian opinion to accept the difficulties
of transfer as an excuse for its indefinite postponement.

There is oue subsidiary matter to which we might refer
before leaving this subject. If we look forward to a peried

-~

when the finanee portfolio may be held by a respon- '

sible minister, in distinction from the system which has pre-
vailed hitherto of filling this post with a specially selected
finaucial expert, one consequence may he to throw a greater
burden on the permanent staff of the Finance Department
An elected minister, even if he is himself experienced in
ﬁpz.mce, will have to devote more of his time to political acti-
vities und to rely more on his permanent officials as Tegards
departmental work, and we must emphasize the need for
greater “continuity, than has under the present practfce re-
vailed, in the personnel of the highest posts of the de 1a)u"t:-
ment. The recruiting of suitable officers. and a provli)sion
for their training, will hecome of greater fmporténcé ; while
it must he remembered that the special trainiﬁg grounﬂ’ which
1s now available in the currency department of the (J:rovern-
ment ‘will no longer exist after the inauguration of a reserve
bank. This may appear to be an administrative ratc:her‘thal
a constitutional pont, but we attach great importance to it
il o Eards afer rsponly is trantered
fi’:glar;mnt!las envisaged in precedg?;;rz;g?gg}?ss ll‘zﬁ:lxttlelg’:f
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general co}u]iti(ms ,preqe}dent hadthbceerr?e?’?llili‘flegl “%lélcil; fl];i
recessary for our immediat : i i
detail. They would includztipmpose o examine them is

(@) The ereation of consolidat

: C ed fund charges to eover
such ilems as interest o ges to ¢

n debt, railway annuities,

165
pay, pensions, family pensioﬂs, and provident
fund payments for civil officers appointed by
the Secretary of State, and army officers, and
g expenditure on defence,
(b) Some powers of supervision and control to be vested

ir the Governor General for the purpose of main-
taining financial stability,

(¢) Provision for resumption of control by the Sceretary
of State in the avent of a threatened financiaj
2 breakdown or an actual default under (a).

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

We have stated these provisions in very general terms,
for in the nature of the case it is difficult to be more precise,
particularly as regards provision (b). Much would depend
on the manner in which such a power was exercised. It
would be a negation of the whole object of the constitutional
arrangement which we are considering if interference was
carried to the point of destroying the minister’s responsi-
bility. There might, however, be occasions of financial
danger, short of an actual default, when a power to hold up
rather than to veto inadvisable action might be of value and
give the popular representatives a chance to reconsider the
position and follow wiser counsels. It is probable that,. if
and when this stage was reached, the Governor General might
usefully be assisted by a financial adviser. An adviser, if he
had the Jight personality and experience, might perform an
important role and establish relations with the finance minis-
ter which would be of assistance to the latter. Subject to the
safeguards which we have indicated above, we should sup-
pose that at this stage the finance minister would have become
responsible to the legislature, and that the supervision, diree-
tion and control would have passed to the Governor General,
acting on behalf of His Majesty’s Government under the
superintendence of the Secretary of State. We shonld fur-
ther suppose that by that time the advisory ecommittee of the
London branch of the reserve bank would have been consti-
tuted. This committee would be available to give advice
either to the finance minister or to the Governor General with
his financial adviser. The future ewolution of these arrange-

" ments would necessarily have to depend on practical ex-

perience. We should, on the assumption that all went well,
look forward to a gradual development through decreasing use
of the special powers of the Governor General.

? ‘ -
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181. Relations with the Secretary of heurvent- .
ly with the action whieh we have degeribglmi;ei)ag;;ggﬁell;té'
by way of preparation for the later transfer of financial
responsibility, we recommend some modification if the rela-
’gons between the Government of India and the Stcretary of
, ..Pate. In a subsequent portion of this despatch we shall con-

‘mdm: the general constitutional aspect of this question
dl:ld it Is sufficient to say here that in our view the Secretary,
of State should in future exercise only a power of superin-
tendence, direction and control, remaining the first executive
authority in such matters only as might be definitely removed -
from the exercise of the authority of the Government of

India. Tt is first necessar
.1t 1s first necessary to ask whether there are an;
matters in the field of finance. > any such

(a) Sterling borrowing—We take first the questic
sterling horrowing. Tn the report* of the Indilan1 %%. ol of
Commission reference is made to a suggestion thatkthdn?f')ry
Commissioner, instead of the Secretary of State in ('e lgh
should wndertake the task of floating sterling loans f /(.Ju(ncﬂ,
ernments in India, and should be assisted in its et‘fm rov-
by a small committee of experts. The mr.)ﬁ' .ormla nce
given is that the control of curreney in India, and tl}ll TERSOR
» of 1.():amsr in India rests, in practi.cé, with the’ GOvene raising

India. PHS statement does not accurately re re.l‘mern b of
facts. The amount of loans raised in India, : 3 pone She
on which they are raised, are subject to t} porout e
Secretary of State, while the Secretary oflgtaIt)pf f)val of the
-eurrency affairs is not by any means confi ate’s control in

tions of policy. Moreover, the Secretary“(‘)’g é(i;;goad ques-

such matters as the wavs a Tondon
_ s vs and means operations i

; ions in
the investments of the Home treasury balances d {Jondon,
and purchase of silver. » and the sale

. _When the reserve bank scheme wag 1

in 1927, it was contemplated tl?;}twt%]; b\ggls{ :ﬁl(?lflld e hasion
all the remittance operations of the Governm tunderta}:e
and would supply the Secretary of State with ?,;n 1-Of India,
against corresponding debits in rupees in Indj Sl T funds
line is followed when a reserve bank i 2. o 1 the same

all the control of the Secretar; crg?ted’ practically

the details of the currency and w. tate over
. ¥ ¢ a .
w1]1.1 z'lutqmatlcally.cease_, and it mi)éiltaltll(}e:?%tlsd ;)sperg%lons
relieve him of the funetiqn of floating loans for t} llg e to
ment of India. The reserve bank manager in L 1e Govern-

have an advisory committee to assist him, aggdfﬁengggllt
» d SH

* Velume II, para. 311.
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Commissioner in consultation with the manager of the re-
serve bank and his advisory committee, could suitably under-

- take the management of the Government of India’s sterling

borrowingg. But until the reserve bank is created we con-
gider that} from the administrative point of view, it would .
only make for inconvenience and delay to transter these func-
tiong to the High Commissioner, and there would in addition

_ be the possibility of difference of opinion and friction between

the advisers of the High Commissioner and the Secretary of

- State, who would still retain his powers of superintendence,

direction and control.

Our view, therefore, is that the question of transterrihg
the function of borrowing in London from the Secretary of
State to ‘he High Commissioner should in any case he post-
ponetl until-a reserve hank is created. Morcover, and this
is a governing consideration, the effect of such a transfer of
the horrowing function on the standing of Indian loans in
London would need to be carefully considered. .Many techui-
cal points of substantial importance, such as the effect on the
position of the Government of India sterling securities as
i« trustee securities ’’, require careful examination when any
change is considered, and on them we shall address you
scparately. For the present the funetion of borvowing in
London, or more correctly outside India, together with the
control of ways and means operations in London, and the
investment of the Home treasury balances, can well remain
in their present form with the Secretary of State. .

The control over the gold standard reserve is another
matter which may be held to fall within the same category,
though here again the creation of a reserve bank andethe
amalganfaiion of the reserves would alter the situation. The
recommendations made in this sub-paragraph are intended to
be read in the light of the general observations made in‘sub-
paragraph (e). ~

(b) General financial administration.—We would suggest
that in all other matters the powers of the Secretary of State
chould be those of superintendence, direction and conirol.
The control of the Secretary.of State over finance is at pre-
sent of two kinds. The general control, which has as its object
the maintenance of financial stability and the observance of .
canons of sound finance, cannot be defined by rule, and in-
clndes general control over such matters as the budget and
taxation, eurrency, exchange, remittances and borrowing. In
this latter sphere we contemplate that the control will move
and more be confined to broad questions of poliey, and that -
interference in details of administration will be avoided. -
Mare exact definition is hardly possible, but we recommend

%
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in 2 later portion of this despatech that t].m Se |
! Sps . ceret i
con.troll)mg-.po\\'er should be specified inkth: s:geofﬁg?fe;s
. which Parliament may see fit to define the purposes whic% -"lé
rmust continne to be concerned to secure in India. } e

. (c) Other matters for control—There are .
in which control can be defined by rule, as at Sﬁgse:nin?xttzﬁ:
central audit resolution. Here the Secretary of Staté will
require to retain such control as is necessary to éafeé’uard
his responsibility for members of the services :Lppf)il]"céd by
him, and rule 1 of the appendix to the central audit resolu-
tion will in substance have to be retained. Rules 2 and 3 whiel
ithpose restrictions npon the Government of India’s OWér;
to ereate pevmanent and temporary posts have a]readlzr besi
]greatly relaxed by rule 10 of the new Classifieation Rul
»ut these .1-e.s1r1ctmns might now, in our opinion 1d(?s’
appear. Similarly the grant of unusual pensions (]1',111 T
%h(iuld 'lu‘a lgft to the_discretion of the Government of Inedi)
Stl(l) re:.:q ) V(\; 7 deal with expenditure on military works anaé.
sto er;(;oeqq‘?r ;}Oil;]btq 5\('11;$itg):$rtthiﬁe special restrictions b.y rule
eCRSar) { . 0t i
te.ndene.o, direction and contr()l.e g];:lllzrz;il ?(i);v?\;({)f ) deals
with minor matters which might he loft t ‘ 0 el

of India. Rule 8 (c) deals with the Gos e ogernment

ndi : overnor (Gen ’
amenities, staff, houschold and contract allowances eraeltss
'S, .

Ther i
th};q]en]‘)\’:jiw hn t..qome advantage in reserving the control in
. ap:l ¢ f:n:omn':l(']'l loned matters for an outside authérity but
art s possible exception and the retention of r’ule 1

1 10 ‘ ' } Sery ces a l h e
] X [} ove cen 1“11

) (d) Seeretary of State’s C 1. .
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Council and will merely add here that we re(u'a};d ’tk .:1tp ;

}()}ortan_t, not that there should he financial co%trol ' bas e

s I?un?,_lllrlvndeed we are recommending the abolition yf fhe
ancial veto by the Council—but that the Secret;ryﬂ(i%

State should have at his di
a,vai]nblr:_ in the Cityfs %flxjsofgl e ey nancial advice
further disenssion, hut we ne »

(e) General spirit of relation ]

/. S W’lth the S .

féaﬁe.——-}‘iﬂz may perhaps with advantage sum uf)ct)e\:f r‘g:i of
o what henceforth should become the relations bethzxi

the Secretary of St
the Secretar y of State and the Government of India in finan-
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main directi T

on of financial policy must defi

iate constitutional
egl now when the
nitely be regardei

: a subject which requires
fartlor ed say no more for our present
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as resting with the Government of India, and that the fune-
tion of the Secretary of State should be regarded as that
of giving counsel and support in financial matters to the Gov-
ernment of findia rather than that of exercising detailed con-
trol. Indiah opinion is very closely interested in the conduct
of Indian financial affairs in London, and particularly in the
sterling borrowing policy together with the methods of float-
ing loans. Subject always to the observance of principles of
gound finance, it is desirable that the financial policy should be
conducted in a spirit responsive to Indian opinion, and we
should go so far as.to recommend this, even if on occasion

.gdme slight sacrifice may have to be ineurred. No system

can work successfully if Indian opinion is atrongly opposed
to the poliey of Government, and comparatively minor matters
oflen lead to a disproportionate amount of political hostility ;
while the cumulative effect of a number of minor irritants
may sometimes provoke political opposition of real import-
anoe. If the Secretaty of State can support Tndia’s eredit
in London, can make available to the Government of India
the hest advice from fhe city of London, can from his records
supply an element of continnity and knowledge of past history
as an aid in assessing the problems of to-day, and can, by
connsel given in a detached atmosphere, supply at iimes a
balance to views perhaps unduly influenced by local factors,
then his co-operation can be of the greatest possible value to
India, and the relation thus interpreted might even with ad-
vantage continue when the finance portfolio came to be
actually held by a minister responsible to the Indian legisla-
ture. But the success of such a relation depends on the
realization of its limitations, and any attempt to control the
details of India’s financial policy from London must be re-
garded &% an anachronism.
COMMERCE.

182. The demand for liberty to control economic policy.—
For a nurmber of years past there has been an insistent
demand from Indians of all shades of political thought that
the economic policy of the country should be shaped on
national Jines, that in particular industrial development
should be actively pursned, and that the control should be -
placed in Tndian hands. Fven under the present constitu- .
tion an attempt has been made to meet this demand by means -
of the fiscal autonomy convention, according to which the
superintendence, direction and control of the Secretary of
State are held in- suspense, when the Government of.Indla
and the legislature are in agreement on any question of
Bsca] policy. If the attempt is to be made to give to Indians
a larger share in moulding the poliey of the central Gov-
ernmeit, there ean be me question that Im the ceonomie



sphere the demand for a further advance is koen, and
unless in this region some transfer of power provesx(f'ef;sible

it will not be possible to satisfy Indian aspiratibns. ' 'l‘hu’
question to what extent power can be transferred, thérefore

is of great sigmificance and must be fully censidered.  We
have no desire to magnify obstacles, which it may be possible
to remove, into insuperable barriers, but there are real difti-
culties to he overcome which cannot be ignored or brushed
aside. Most of the subjects which require mention are under
the administration of the Commerce Department, hut we shall
refer also t¢ cognate subjects, which arve at present eontrolled
by other departments of (Government. ST

183, The customs tariff.—<The most powerful instrument

\vl}lph a Government desirous of pursuing an active 1';) ran

of industrial development ean employ ig the cust%mg ?;“;%.0
But the taviff has a dual aspeet, for while tariff polfe 'J;{er.
cises o decisive influence on the economie and industlgal ‘life-
of the country, the Government of India must look to th
tariff as the principal souree of their revennes Revenug
considerations, therefore, must play a large /m't‘ i shapir
iz;;lgio];nhc,\: Again, {ariff policy may Pfla\}o( iﬁi‘@rnagggg

actions, or may raise questions hetwee in an
E(z;\;{c:(?i.th?} Empi 1}'0, ﬂndme‘liament mtfsglnggﬂ:gar{}i?g r(gclflx?:

rol in the sphere of external relat h t
sent, therefore, two limitations on Ind?zi;}gn:(.)mgl%iethi Igrei
fr)ifo the @a;’lli'f a{e. inﬁvitfable. Of these, the financial (iilrlllizg
lon is inherent in the facts, and a inister )
sible to the Indian legislatur,o, ng lesglitz}‘g?f arﬁlg;’?ig?lllgsp01]-
member, would necessarily regard the “tariff froma a nal}ci
of view hy no means identical with that of the membpo111
minister in charge of the commerce portfolio whosevp'ri?gagr
interest is the effect of cusioms duties rather than revenuz
But even during the period within which, for the Areasonxl.
-adduced in paragraph 178, the control of the Finance De-
p_artmept wight remain in official hands, the financial con-
siderations need mot prevent substantial progress in the
direction whieh Tndian opinion favours. The second limita-
tion is not likely to involve constant interference ‘but ; :
;:tetnt “%ﬁhI}hg grant of considerable latitude to ’the Glgvce(l)'g:
nenotia('z' .nldla and itg representatives, when commercial
triges orlgvlilsh 1§t‘;?e I‘Eopgit:ndfelxxk%l either with foreign coun-
t s of the i

far as Great Britain itself is concegxtlghegggé? (;;l}vi%lth. So
ablv he exercised to ‘secure for British gonds g peason-
nation tariff treatment, but it would be for fhmo

ernment and legislature of the future to de _ae Indian Gov-
of preferential rates of duty. Other eomnr . duestions
Empire do not necessarily extend most v ared L hin the

ment to Indian goods, and subject only to"&:&d nation treat.

st favoured -
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vision of the Secretary of State, the authorities in India
hould be free to deal with each case as it arose. Apart.from .
the two limitations we have mentioned in the spheres of
Snance ,and ;external relations, we contemplate that there
should be né outside interference with India’s management
of her customs tariff, ahd we believe that a wide field will
be opened up within which Indian members of the Govern-

o aent will be able to give cifeet to India’s desires.

184. Discrimination against British business.—We have
referred in an earlicr paragraph to the necessity of devising
eftective guarantees, which would sccure British firms
and companies doing- business in India against un-
fair discrimination. The apprehensions felt by the
British business community arise chiefly in connec--

- tion- with the laws relating to joint stock companies
generally, and to insurance and banking companies in parti-
oular, the laws relating to merchant shipping and inland fiavi-
gation, the policy which might be pursued in the developrhent
of industries by means of bounties or direct State assist-
ance of other kinds, the position of public utility companies,’
such 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 sccurity of those engaged in profes-
sions and callings for which special qualifications are re-
quiréd, such as those of doctors, chartered accountants and

. lawyers. The field covered is'a wide one, and includes many

subjects of first class 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 if by that means
the apprehensions of the European 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 occa-
sions for interference by the representatives of Parliamenf
would be very infrequent. The problem is to devise means
by which India’s reasonable aspirations can be satisfied with- -
out injustice to those British trading interests which have
contributed much to India’s past history, and which; we
believe, have a valuable part to play in India’s future. The.
quéstion is both important and difficult, for while we cannot:
but sympathize with the earnest desire of Indians to see their .

- countrymen taking an increasing share in the commerecial

and industrial life of the country, we must also take account
of the anxiety with which European business men regard the .
future after the transfer of power has taken place, and in.so
far as this anxiety may seem to be well founded, we are coml- .
cerned 'to provide safeguards against injustice. We could - .
not in the space at our disposal attempt to. discuss In any .

ggeat detail the various subjects which would regquire consi~ -
: u

-

»



-

162

deration before any settlement could be reached,\nor indeed

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

be useful if under the various heads we attempt to indicate

tlﬁe apprehensions which are felt and the reason3 underlying
em. '

185. Qualifications for the practice of certa.ih 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 shouid
certainly be open to the legislature to prescribe what quali-
fications would be necessary for the future, and t¢ require
that these qualiﬁcatiqns should be the same for all candi:
dates of any nationality, but apprehensions are undoubtedly
felt that the legislation might take a form, which would
deprive those qualified under the existing law of the ‘privileges
which they enjoy. We do not think that on this point thzre
will be any serious eontroversy, but legislation of the kind
apprehended would obviously be unjust. |

186. Public utility undertakings—Next in 1

be convenient to take publie utilit%.r undertakingg df(})ll‘)gf*a?ilzg
under licences from Government or under contracts with the
Secretary of State, and the companies or firms holding mining
i(lalases from Government. Ordinarily both the licences "and
ﬁx(:a Z co;lt_ragts ,iwe an option to Government to decide, at
fixed p 310 8, whether the concession should be terminated,
an ay down the terms upon which, if the option is exercised

e property of the company must be acquired. Similarly,
mining leases are granted for fixed periods, at the end of

which they terminate, if not renewed. Save in so far as

financial considerations may have an impor i

the decision whether to terminate a con%esg?élrf Bia;l;ltg \?’n
see no reason for the exercise of any special powers of coﬁtroﬁ
by the agents of Parliament, when the termination of a con
cession at the appointed date is in question. But apprehen:
sions are in faet felt by the non-Indian companies, who have -
received these concessions, that either the powzers (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 beforé
its due date, or alternatively that the terms of a concession
may be modified during its etirrency to the detriment of the
confpany. We entertain no donbt that power should be re-
. ;grvgd to secure just and equitable treatment in this respect
~Xer firms and companies concerned, if the occasion for its

exercise should ever arise. '

o
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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 ¥ndia, 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
industrial production, 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 tonditions should
be enforeed 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 companics have been some-
what different. Direct Indianization has not been mmeh in
evidence, and the line taken has been to advocate schemes
under which non-Indian companies would be allowed to
eperate 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 4hat 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 onc of the

ebjects, which they had in view, was to promote the growth

of Indian 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 bhe given, but we shall mention only
two. In Bengal there have heen many expressions of feeling
against the British companies which operate the inland steam-
ship services. We are not concerned here with the merits of

. the complaints made, but the attitude of those who have been

prominent in the agitation makes it clear that their nltimate

ohjective is the transfer of the inland steamship services to

Indian hands. and that, in their view, the powers of Govern-
ment and of the legislature ought to be freely used to achieve
that result. TFinally, we may refer in a sentence to the agita-

b M2

tion on the subject of the reservation of the Indian coastal -

.
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traffic to vessels owned and managed by Indiars. The object

sought to be altained is the development of .an Indiam :
mereantile marine, but the method 'proposed to be adopted i
the exclusion from the trade of all non-Indian comranies.

- 188. Indian feeling that existence of British enterprises
blocks &dvance.—We have said enough perhaps 'to make it
clear that the apprehensions of the European business com-
munity are not without substantial foundation. During the

last ten years, in one branch of commeree and industry after -

another, the evidence has been unmistakable that important
sections of Indian opinion desire to secure the rapid develop-
ment of Indian enterprises, at the expense of what British
ﬂrms have labor'musly built up over a long series of years
There is nothing surprising in the fact that national
consciousness should thus have found expression. Indians

who desire to see the growth of Indi i i

\ ) : ndian banking, Indian
;Pswlni\}n?e, ]1r{d1an merchant shipping, or Indian i%l’dustries
ind )(;1}?'8-5 ves faced by the long-established British comn-
cerns whosc experience and accumulated resources render

them formidabl i : .
ceem to them ti :glfcllll):tltors. In these circumstances, it inay

! ground is already occupi
gllgll fs frs;’n fgtiliotioomeq{' t}l:eﬁgrowth of I)rrldianu(?;g?mﬁgw t::Lnna;;i.t
e British firm i y in y
ﬁel(}il t;}an1 _be cleared out of the SW TRt oarendy in the
such feelings may be, they might lead, if allowed fr ;
;(; ({se}f;(;lflls; 1%1;just;%e, and partly as a consequenceeeogcg}?ies'
artly 1lor other reasons they are fraught wi ave
ggggiza‘;o the %ohtlpal and economie futurebof fgétlla gx%erg

al apprehension as to the consequenc hich m

:psue,‘ly_the present attitude of mutual glspicggnzlrllghvnlﬁ;}ty
ermenit is gllowed'to continue and to grow worse. « Fulr 1}:'-
. reason we regard it as of high imporfance that the attem;:;

should be made now to arriv i
partics can honourably accepi. "o orement which both

: 0 h S v

d}fr%zt policy in the economic sphe(x)'e lggisaiitﬁetﬁ)nqwff 1';0‘
(: ‘ _al:*]mm.ent, 1t will be impossible, we fear, to coﬁllﬁ{:‘el‘lhs
suspicion, however unjust, that the interests of Britis] € lde
}Velgh more with the Gpve,rnment than the interests SfIIr%{"e
u_itself we 1'eg_ard this as a cogent reason wh y reinl
subjects siiould in future y commercial

¢ L be administered i anee wi
the views of the legislature. But equally,1 Iilfafl(lzgr&:rl:;ci‘o?g%

power were to take place before m

allay the reasonable misgivin tieh paspeen found to

consequences must be grave. In the 1 ‘
sequend . ast resort r

overriding powers would have to be reservessggtﬂ:? 1%%?12:

(t)g I:arhameqt to interfere in order to prevent injustice and
ﬁgrei(:;llletfal'r treatment. But if, as we fear in default of
: ent might be the case, oceasions for interference were

ay. But, however natuval

gs of British business men, the '
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frequent, the friction generated would be intense and the
gg«rnéonious working of the administration seriously preju-
diced. : :

189. NBcessity of doing justice to both British and Indian
points of view.—If agreement is ever to be reached, full
justice must be done both to the British and the Indian

~points of view. The differences which have disclosed them-
gélves relate not to aims but to methodg. 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 certain
guariers to advocate measures designed to secure the rapid
development of Indian enterprises at the expensc of the
British concerns already established in the country. Pro-
posals such as we have described in paragraph 187 cannot
but convey the impression’to the Britis business community
that, if commercial policy came to be administered in respon-
gibility to the Indian legislature, they would have no security
of equal ireatment, that they would be left to carry on their
business only on sufferance, and that indeed they might ex-
pect to be treated in_all regpects as foreigners. Such a
position ibey 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 country, nor with the
intimate relations which must continue to exist ' hetween
Great Britain and India. But if once they could be assured
that an Indian Government would treat them not as aliens
but as citizens, we do mot doubt that they would play a
worthy part in the commereial life of the country, and hat as.
time weitt on their co-operation in furthering the attainment
of the objects which India desires would be fortheoming iu-
inereasing mecasure,

From the Indian side, the objection may be Traised
that, it the interests of British econcerns are to be fully safe- .
guarded, no room is left for the development of Indiun comn-
merce and indestry. 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-
eeptions, 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 ®ot likely to come.

[ . L 3
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within the scope of any protective policy, and Indian ¢
panies could hope to start unhandicapp};’d by tlrllé1 I:gmbpoex}cli-
tion of established British- concerns. Another point to be

remembeved is that enterprises, at present British, may in

the 01:dinn£y course of events and owing to nataral eauses
pass into _mdlqn hands, as has already happened on more
than one occasion. Apart from actual transfers of owner-

ship, we do not doubt that British undertakings will in

future find it to their,advanta i
' it to the ge to go a long way in the direec-
tion of Indianization, by providing facilitigs fo}r’ the trzgilriilcg
i)f‘].‘nd;ans, by enhsymg the support of Indian capital to the
({a.x.gest extent practicable, and by the appointment of Indign
irectors to companies registered in India, or by the appoint-
?:seg]:ttglf llocalt lggarilsdpont:{ming Indians, if the company is
stered outside India. Many British firms, bot} i i
and in other countries, have adopted thi oy L o, odia
but they would no doubt f e 3Tty In the bust
A eel that there 1 iff ,
between a process which co ( ough Mol oames
a proces mes about through natural
and one which is artificiall i {ly imposed by gov.
. ¢ y and arbitrarily imposed b '’
ernmental action. Finally, there are 1s by which Iniian
nenf methods by which Indi
aspirations could be sati’sﬁed without infli A ninstice.
s ¢ o ed ) ut inflictin njusti
'slx‘;lslilrs-t,afi?cle iﬁ;{&gl({, when f1t 18 proposed thatgdirlel(liic“;?s‘?fe‘
sistance s be given for the encoura t ind
tries, it would be perfeetl s of ndus-
. be perfeetly open to the Gove 31
condilious as to Indianization, in the case grfm;?{ltﬂ?l)ngtt:ﬁh
g:fguapglyt ft(;r z\tﬁsmtféiwe but were not already 'engag:ed in th?}
iness at the time the scheme of assistance wa i
glus was the recommendation in 1925 of the Extesl'i;;?%? Iﬁgl
Iogz_}nnttee, of which two Members of the Governmo‘nlt of
's?((l;ar ‘}Vf}fe gmembgz"ts, ;}nd both before and after the submis
8301 o» the Committee’s report, action in thi : y
taken as, for example, it ’ by (s hoow
; :xample, m the. Steel Industry (Piotection)
Ac.tt of ]9%4. No one, we think, could fairly cla}ern(tha(étt(ﬁi‘al)
ﬁiﬁ \1(,)1_11 of the legislature should be fettered, except to tis~
; ont necessavy to secure justice to those firms \}h bl a
a Izeady estabiished themselves in the country. A e
pxlampl(? of whgt is in our minds, we may refer‘ aga?nat ni‘lnl
;I; 111;;1] isiifann1Sh1% cos}lllpéngles. It might be considered dpsi?'ab;g
blie grounds that the inland steamship serviees o
lf)e‘ brought under public control as part %f ert\}fll:eoo:slum'ld
ransport system of the country, and administered Soneral
copﬁngctmn with t}xe railways. In such an evenf all Elnf' e
g})%lfluim clomgt:;.meg could fairly claim would l’)e btha%dt oo
should not withou compensation be iv i
g right to operate their serviees ai%mwed oo el @
tion to be paid should b
tribunal.

chey
Xist-
: that the compensa-
¢ determined by an indeperx))de:t

190. Desirability of agre '
. : A C 7 L) .\-,Gment.— by
illustration to indicate thegli.nes on w g
. P ' .

Ve have attemapted by,
hich British and Indian

i

6

opinion might be brought together, but it is not possible at
this stage to go further. - In our view, the matter is one which
requircs full and frank discussion between those principally
concerned, gnd we have no doubt it will receive close atten-
tion at the Round Table Conference. There are of course
many points which would require consideration in detail,
and it may not be possible for the Conference to exomine

~ them fully, but if the prospects of agreement seemed geod,

they might suitably form the subject of further discussion
either in India or in England. The essential pre-requisite
of a satisfactory agreement seems to us to be the frank re-
cognition on either side of what the other can reasonably
claim. The British business community has played an im-
portant part in the history of the country, it controls commer-
cial enterprises of the greatest magnitude, its elected repre-
gentatives sit, and will no doubt continue to git, in the legisla-
tures, it can still make valuable contributions to the welfare and
prosperity of India, and its members may rightly expect that
they should not be treated as foreigners. We have already
reforred to the intimate connection which must continue to
exist hetween Great Britain and India, and it seems to us
to follow that, subject always to India’s right to receive reci-
procal treatment, citizens of any part of the Empire should
be allowed to enter India freely, to engage freely in any
trade, business, profession or calling, and when established
in India, to receive just treatment. From India’s side it
may well be urged that she should be free to develop her own
industry and commerce by any means which do not inflict
injustice on any section of the community, and do not
involve the exclusion of British citizens from partici-
pation in Tndia’s future development. A further claing might
also’ be put forward on her behalf. There are enterprises
which Indiuns regard as national, and which at present are
mainly or wholly in British hands. It would be idle to expect

that they would bg content for an indefinite period to remain
without their appropriate share in the conduct of these enter-
srises, and if the methods at first proposed in order {o satis-
fy Tudian hopes must be ruled out because they involve in-
justice, or are inconsistent with the pdsition 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. -

The possibility of reaching an agreement on these
difficult matters depends largely upon the gpirit in which
they are approached. Notwithstanding the unfortuuate
history of the last few months, we believe ‘that there is suffi-
cient goodwill on both sides to overcome the difficulties if
they are frankly faced. The importance of reaching a per-.

“mjanent settlement of the question can hardly be exaggerated.
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More perhaps than any other single factor, it would help
o create harmonious relations between Great Britain and
Yudia, on the strength of which we could look forward with
eonfidence to a future in which Indian and British enterprises

v

cotild work together on terms of mutual adyantage and

‘Tespect.

RAILWAYS.

191. Administration of the Railway Department.—The

eommercial and industrial prosperity of any country is
Jargely dependent on the efficiency of its transport System,
-and particularly of its railways. In India the distarces
-are so gréat 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-

ehasers of manufactured articles in the country, and the rail-
way demand is a vital factor

_dem _In the prosperity of the engi-
meering industry. In these circumstances it is natural that
-those who desird freedom to develop Indian industry and
~sommerce on national lines,

( ) should also put forward an in-
.mstent demand 10 regard to the railways. In our view the
demand is one which should be met as far as possible, and we

think that if in the future the control of commercial and in-
dustrial policy is to rest with the Indian legislature, the
general direction of railway policy should be piaced
in the same hands. It bocomes necessary therefore te
consider both the limitations which, for the present, Parlia-
ment might think fit to retain in order to safeguard those mat-

ters in which it is interested, and also the conditions nnder
which the control of policy could safely be transferred. The
latter point is one to which we atta :

ch great i 3
while®n all countries railway volicy s for fer s for
ment and the legislature to decide, it by no means follows that
the commercial management of rai ways can be wisely or
safely exercised by those whom the legislature  direct]
eontrols, d s

192. Purposes for which
oontrol.—The purposes in which Parliament must, we think
eontinue to be interested so far as the railways are conc.erne(i
full under the heads of Defence, Finance, the Services and the
Anglo-Indian community. T

Defence—Those who are res

: . onsible for the £ .
‘and internal security of th P T the ~defence

e country clearly cannot disi
themselves in the efficiency < y Jmterost

y of the railways, for an serious
}J{eglkdoxtxrn I;ugg;c. have calamitous consequénces inya crisis
v 18 not only the strategic lines on the frontier whiel ’
In question, but also the ma India

1 in trunk lines throughout Inds
#nd the military authorities are entitled to a’ssug;'a?;::es 1;)%?];

'

18 a matter for Govern-.

Parliament must retain

88 to the 3_dequacy of the equipment of the lines and of their

standard of mainfenance, and as to the efficiency of the traffic

arrangements. _

e . . t ~ 'be

' Finance—Under the head Finanee, ascount must
takeﬁzzg thd. enormous capital sumg (largely raised in (?egt |
Britain) which have been invested in the railways. Xt iz
4rue that the security on which thet 1lloans:sh vxiere g‘a%lﬁedr:/‘;;; 11128
i nues alone, but the whole of the .

f)}tl'etl:: lé‘ggir;g:nt of India. If, however, the railways were

‘unable to earn their interest charges, it is much to be feared

that the burden would be too heavy for the Government of

India to meet, and the solvency of the railways is therefore

an interest which Parliament is bound to safegnard. There

" .is anotber point at which the connection between the railways

1 i i intimate, for the
g} ance Departnient is close and in X
:gidsi;ilée o?l?apital-for railway development must both re:eg:f,
and be dependent, on the general credit of the Governmren

. India and ite financial circumstances from time to time. ‘Whe-

jon could be rendered less direct and im-
theéiagleebgogll}sggz(gl}ng further with the separation of raﬂv(viay
gi?ancé is a question which should be explored, but under

_existing conditions the Finance Department is most intimately

eoncerned in many questions of railway policy. ‘
Services—Under the head Services, several points re-

q n ilway 1 the exist-

1 jce. In the railway services, as"in others,

ix?;r:ndoztttci-uing rights of officers appomted by the Secretary
(=)

"of State must be safeguarded, and it-will be important

i ficers do
hat a large number of the senior o d

a.lsto tl(;tetl;f;l ;2r:7ige }?rema%curely. Indianization is now g01'(1}1!g
lf;0 qard rapidly, the rate of Indian recruitment f?ir 3 :
szwgrior gervices being 7% per cent., and we fhavgﬁ 303& es}\}i i
to pretara the process ; bl%}]l the tpoimgﬂé‘%ythg exiestintg éé]fior
ministration depends on the retentlol t existing somo
v til Indians are in a position to  Tep )
%‘ﬁiir‘;:lrl;,lzgléstions may arise as to the percentage of European

- recruitment, which for the future may be deemed necgssar;
_ on military grounds.

i o-Indian community—The Anglo-Illdla'r.l com-
nﬂgehinﬂi tllle past rendered very important :elzx«lce: r::" :
3\2 railways and still holds a large number of pos Eflno% rti-
1 branches of railway work. The economie the of the
comn 1iLt 35 indeed to a large extent dependent on the opp or-
com.ir_lu; o? employment which the railways offer, and Vlt.s% m:'nd
gc]*?; '1:1'9 ;,rravely apprelﬁensiv? of Wgath?ég’reoszﬁr’sy;tem 1d
v ] takes place i _ a of
Zgg}ni:t?%tisgaggg control. pIn view of the history of "the

~ eommunity, & special obligation, we think, rests upon Parlia-

- ; s far as
yment, hefore relaxing its own ‘eontrol, to ensure, as far a
. y
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may be practicable, th ho ; f
community are prot’e_ctegf the interests of the Anglo-Indian

193. Necessity of .
from directi y Ol separating ¢ o
purposes ctfl'oil of policy.—Before exp‘i’:?mercml management
of Parliament may best be 1:;118 how.we think the
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would tend to render nugatory the -powers which P‘arliament(.
desired to retain. In these circumstances, we are forced to
the, conclusion that, if the purposes of Parliament are*o be
gecured, thiscan be done only by modifying the gystem o
administratioah, and not by an attempt at detailed control,
which would be foredoomed to failure.

194. Proposed statutory railway authority.—We can
scheme which we contemplate, only in the broad-
est outline. An authority for the administration of the rail-
ways should, we think, be set up by Statute. The Act would,
of course, provide for the constitution and powers of the
authority, and for the powers of control to be reserved to the
Government of India. From the outset the authority should
include Indian members. Tt would, we think, be desirable to
make statutory provision for the general principles in
accordance with which the railways should be admiristered,
especially on the financial side, as for example, the
manner in which the allocations for depreciation ghould
be calculated, the constitution of the reserve fund -and the
purposes for which it should be used, and the amount
of the contribution to general revenues. The control of
policy in all important matters would remain with the
Government of India and the central legislature, but it
would be important to leave the statutory authority free to
act without interference in the detailed,arrangementg; it might
‘nake to carry out the policies laid downs - Much will depend

on the precision with which from the outspt the powers to be

exercised respectively by the authority and by the Govern-
ment of India can be defined. But we ‘cannot attempt at
this stage to indicate what these powers ghould be. The ques-
tion requmes full investigation in order {hat the largest pos-
sible advantage may be derived from the experience of other
countries where the State management of railways has led to

difficulties.

195, Necessity for enquiry.—It will be obvious that
satisfactory scheme

it would be impossible to devise -a
of administration without a detailed enquiry by a commitiee

or commission. Such an enquiry should, we think, be in-
gtituted as soon as possible. 1t would be the duty of the
investigating body to make recommendations as to the manner
in which the authority should be constituted, the powers it

i which provision should be
made in the Act setting up the authority, the control to, be
reserved to the Government of India, and the powers to be
reserved to the Secrelary of State in order to safeguasd the
purposes of Parliament. A complete onumeration of the
matters to he examined we cannot of course attempt.
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EXTERNAL AFFAIRS.

197. In the immediately preceding sections we have been
coneerned to develop our suggestions for the general structure
of governmern} at the centre, according as they have appliea- -
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 Commissien, perhaps -

because 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 exteni the
gentral executive which we contemplate might be concerned
with the external relations of India with the other parts of

the Empire and with foreign countries.

The existing position has been described in the meme-
randum which we submitted to the Indian Statutory Comngis-'
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 is beyond doubt that there has so far’
been no delegation of authority to the Government of India
in regard to exfernal matters. As regards commercial agree-
ments with foreign countries she has not the power which the-
Dominions have to enter into direct negotiations. , The Gov-
ernment of India Act restricts the power of the Governor
Qeneral in Council to make political treaties and forbids 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
euld 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 ¥mperial policy
independent action by India is not vet within the realm
of practical politics. India is indeed more continuously and
practically concerned with foreign poliey 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 agency functions which that
Government may perform, the decisions must still remain
with His Majesty’s Government. Nevertheless, there is a
large range of external relations which may conveniently be 80
classed in distinetion from foreign affairs, and in which' we.
sec scope for an increasing recognition of the individuality
of Tndia among the nations of the world. It may well he
that if the purposes of Parliament are defined, as we propose,
the Government of India may enjoy considerable liberty in

.
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matters such as commercial treatics, and th

z g ) e treatment of

. Indians overseas. We make no precise proposals in this
regard for, whether our relations be with countries within or

outside the Emplrez we condider that the functions of the

Govtgrnment of India must develop by agreement and con-

;;31% lon rather than by the enactment of constitutional pro-
sion. It is by the growth of understandings and ecenven-

tions and not by provisions of positive law that the Domi- ,

nions have®attained their present position. ' > ]
lines on which India’s aulI:)hority I:)ver lile.r 5\2?18(, ea;{rteer;g?
affairs must grow. Such a development not only postulates
m;1 alteration in the constitution of the Government of India
Xo xxrfglstxouplgr I();g:lefser b l;1tp('>n :;fl a glti‘stinct individuality for
C hurposes, - 18 aleo its" necessar lemer

if the aspirations of India for a re tion of 1ty orent
at home and abroad are to be resilot%snf;‘(?(;)n %fhe:ts ]stg._tus
Statutory Commission have taken the first ste inn tllfin
direction, by recommending that in future thepGovern "i-
gfe %I;al, a}:cl]not thet_Crown, should appoint the membegs

central executive, and in earli -

have sought to describe what appgal}tle%r tgaflz;gzgpll)ls tvlze
1mphcat.10n of such a change. If, in addition Indie be
convention were authorized to negotiate a.n(’i co al dy
agreements with other couritrics within the Emp; o and
even with foreign nations her feet would be set ﬁrmpile aud
the path along which the Dominions have precéded h%frupon

RELATIONS BETWEEN CENTRE AND PROVINCES,

198. Principles of classification.

) 3 —Before we 1

| ; of 1 eave
gésius?lonhol constitutional machinery in the provincial :ﬁxlg
ntral spheres, it will be convenient fo sav sometking upon

the degree and method of, adjustment i
Be]atlo.ns.are hke]y*to .requige. The tI}.ll?giat:lleuStégltuttu?}
¢ l:)mmlismn conclu@e theu: chapter on the relations betivm}
tioeil cgrf} ;‘i] ar}d.ptrov;nces, with a consideration of the distri%)e11
tion of ministrative responsibility, Tn an earlier cha tu-
on the pr(i):ym_cl_al !eglglature, they statet their concly fons
thg 1rt1g lne distribution of subjects of legislation b tsmns
th : cen’ ra and the. provincial legis]atuzlj'es. Sir V\(;V“ﬁen
ﬁng;ig?a lsﬁs](fheme similarly makes a distribution j " the
) eld. It_ will be convenient if we dea] in o e
with these questions of Jurisdiction, and with ’chonfe e
qu;stmn of how far provinecial jurisdictions mae burther
gz inate to or correlated ‘with central authoritvy Vi? -
re in a field within which final dispositions .cémnote n?;

*¥el
ume II, para. 190. +Volume II, para, 96.
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be made. Q.[‘he ultimate form of the constitution cannot
yet be settled, or even be predicted with confidence. We
need not, therefore, on merely theoretical grounds radically
disturb arrangements which have in the past proved satis-
factory. ¢ It 1s, nevertheless *’, as the Commission observe,”
¢ important to devise the immediate structure in such a
way as to avoid placing any uuneeccssary obstacles in
the way of any natural future developments ™. Con-

- giderations of that nature, we presume, led the €ommission

to leave intact, save for a few matters of detall, the
existing distribution of legisldtive 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 formi, making statatory 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 Jjurisdiction of the central Government, the
matter should be decided by the Governor General. It-is
felt that, jn 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-
cular 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
that so grave a decision capnot be taken at once. In their
view it would be premature to entrust to local Governments,
now to be equipped with untried machinery, all functions of
government 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 central Government alone were exhaustively

*Yolume II, para. 180. . $Volume II, para. 180.
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It is, howe\;er, possible to attack them on the grounds that the

classification of subjects requires 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 restrict the range of the legislative
power of the centre’’. They look rather to a freer use of
the Governor General’s power tb permit provincial legisla-
tures to nndertake 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 Dbe ..
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, 80 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, ory for instance,

for individual ports or universities. Nor could we at once

agree that certain provincial subjects should not be ¢¢ subject

to legislation by the Indian legislature >’ as they are at

present. But if the Qovernment of Madras desire that the

central legislature should not legislate for provincial subjects,

whose administration has no extra-provincial effects, we

would expect that the résult of such 2 provigion would be

little different from that produced by the present provisions

for previous sanction to cenfal legislation.

The suggestion of the Government of the United Pro-
vinces is of the nature of a check to be operated at pleasure
by the local legislature. It is proposed 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. It would be for the Governor General to
decide when such a power became operative, by declaring
whether the proposed legislation actually affected social 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 mnot readily agree that all amendments

*Volume II, para. 185. +Madras letter, para. 37.
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shoul.d gece.ssarily be 8o left, nor that the mechanis{h to secure
provincial interests should be a provincial power of control
over the centre. Measures of this kind would require the
. previous sanction of the Gtovernor General before introduc-
tion into the Legislative Assembly, and are mot now in
practice taken into consideration till local Governments have
been fully consulted. It would, we think; be adequate if a
practice were establighed that such consultation invariably
preceded the grant of previous sanction. But we would see
inconvenience in a provincial power to revise the grant of
previous sanction, or to sit in consideration of a measure
under discussion in the Assembly, and to iiitervene at gny
stage, even the latest, of that discussion. We would our-
selves trust to the recommendations, which the Commission
have made, to secure duc eonsideration of provincial inter(;sts.

The second ground on which the present system may be

eriticized is that the necessity for obtaining previous ganetion

to provincial legislation causes inconveni

Criticisms, of this nature were made in theelégilieai'n%erg)%agf.
ﬂ.le reformed réegime, when the operation of the law of sanec-
tion was attended with some friction. That friction is now
largely a thing of the past, and it is questionable whether an
substantial practical benefit would ensue from a 'modiﬁcatiofl
of the existing. provisions. . Nevertheless we would accept
the suggestion of the Government of Bombay*, Wherebypa

discretion would be taken to miti ore
the present law. mitigate by rule the rigidity of

200. Administrative and financial iurisdicti
Adminis d isdictions.—'
presgnt dlstnbutlon-of_ a_dnnmstrative res%)onsibililtyn?s cfrlllﬁ
;n;x;eedagg tfl;stommlss;m% as generally satisfactory. We
gree, an support for the same conclusidn i
views which the provineial Gove otsed. e
A e pr @ents have expr f
g;gi1tbgl%grgugllgat;€g} of the report of Mr. Whitlg}lr?ss(%g'mn};se
on b  submitting our recommendations f ie-
tribution ot_ funetions in regard to industrialnsr)mtxfc){egfe ’(li‘ltfe-z
mglll‘]e;ni pa}rtlcplar recommendation of the Indian Statutéry
omm ssion 1n regard to the Criminal Intelligence Depart-
vanllsce(;ppoifd by the Governments of Bengal, the TUnited
; and Assam. The Commission recommend that the

classification of poli . N
tion should b aIc)golxgi) {fs a subject of provincial administra-

d 1panied by a discretion in the Gov
tthnoe:a;ni th. Couneil to determine conditions regaiglilgg
the o fis o a loCn of a provineial Criminal Intelligence Depart-
ment. te A ommission rightly regard .the matter as
portant. An efficient intelligence service will depend on

: *Bombay letter, para. 6, section 8.
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co-operati&l between local Governments and on co-ordina-
tion by the central agency. But the Criminal Intelligence
Department organization must be" part of the regular
police administration of the province, as the Government of
Bengal point out, and little practical value would attach to a
power to impose control over only one branch of a unified
machinery of police administration. The recommendation of
the Commission, however, is in effect permissive, and we are
prepared to accept it on that basis.

In earlier paragraphs of this despatch we have dealt in
detail with the proposals of the Indian Statutory Commissjon
regarding provincial finance. These matters also we have
considered in the light of the principles of classification which
we have just described. We would continue the exigt-
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. ) o

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 cannot 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
form of federation that we would employ only parliamentary
channels of control over Governors. :

We approach the Commission’s, recommendations* relat-
ing to ¢“ fhe normal powers of the centre over the provincial
Governments ’’ from the points of view of the scope of thgse
powers and the manner of their exercigse. The fitst 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-sufficignt
central agencies, must be in a position to secure necessary
action in provinces. The provision has indeed the sanctifn
of usage, and is not objected to by any provincial Govern-
ment. The second category is drawn in wider Janguage than
the corresponding category in Devolution rule 49. The Gov-
erninent 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 only for
inter-provincial disputes. The Government of the United

$Volume II, para. 182,
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Provinces would accept® it only on ‘¢ the underst4dnding t

the Government of India will be restricted fo %gréut;}:z?:'
powers pnpmpally for the purpose of collecting informatioa
giving advice, and gettling a common policy, and not for the’
purpose of interfering in the actual details of administrati

in any province 1 The criticism of the Government of 't(})JI-l
United Provinces appears to us, to contain the answer to ‘che
objection of the Government of Madras. It is becaus in
many matters which were mnot in dyarchie oonstitugi’orlxn
transferred, a common policy may need to be determineg

without waiting for disputes between provinces to arise, that -
b

2 new definition of central confrol must be
lv;m‘shdthe Commission that the deﬁnitionﬂ(;11111{1)%32t . b«jvii aggﬁg
t}'o% terms. But we also agree with the Government of th.\
nited Provinces that means must be sought whereby ;
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the interventi
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No difficulty arises about the fhird category which is

however, not
, not so much a matter of control as a distinet power

which the centre must
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ity Sty 1t o 02 e
bl powersere to delegate to the Government 0f Iec&*g-
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to contempﬂate. The phrase* ‘¢ safeguarding of Tmsperial
inteYests 7 does not appear to us to be entirely free from
obsecurity, 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 pPOWers of control. 1f they were S0 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 decisions reached
by the Government of India in external affairs. The subject
is a difficult one, and its solution will probably be found
through the operation of practice and convention. But
whatever procedure may be approved for reaching decisions,
and we recognize to the full the desirability of previous con-
gultation with provinces, it is clear that the final authority

must rest with the central Government, 1 whom must also

reside power to make the decision effective.

We conceive of these powers being exercised, as central
control is at present pormally 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 confer upon it a further mandatory power,
but would 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 Govetnor’s overriding pPoOwWers over his,
tabinet. The machinery of control which we have deseribed
seems to Jis 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 disenssion of
matters which fall within the. proper seope of the central
executive. On the other, we see ohjection to placing a
Governor or his ministers in the position of receiving orders
from an executive in relations with the Assembly. In
practice the necessity of obtaining the decision of the
Governor General, pefore it éan be held that provincial action
affects the interests of some other part of India, will be an

additional security that the provincial field is not unduoly
invaded by the powers of supervision.

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

* Volume IT, para. 182.
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any new constitutional provisions. We have alrea{d a
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constitution is facing the difficulties which are likely to con-
front it at the start. Whether, after these have been sur-
mounted, it will be desirable to continue the recruitment of
the security services on the present basis is a question depend-
h cannot at present be foreseen.

Many of ibose who advocate the discontinuance of the
present form of recruitment have mo desire to destroy ihe
existing organization. They recognize the value of the work
the services may be expected to perform during the transition
period, and would be prepared to face the temporary
anomaly of retaining officers, who can look outside the
province for the ultimate protection of their interests.
But there is a large volume of opinion which argues that the
existing body of officers, retaining their existing privileges
and safeguards, will be ufficient to tide over the period while

the new constitution is establishing itself, and that by the time

they disappear their services will no langer 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-India services as a whole were in
effect being closed down, the existing numbers would dwindle

idly than is desired. Nor would it be easy, if*

far more rapl v
necessity arose, to resume recruitment with success after an
interval, which would have broken 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
Lold that it is essential to ntinue recruitment to these ser-

vices on the existing basis.(@ ™

904."The same.—Recruitment by t
It is generally agreed that a decision

he Secretary of State.—
. to continue recruitment

for the security services involves the -continuance of their
reeruitment by tha Secretary of State. The justification for
maidtaining these services 1s that they furnish officers of a
high standard to 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 gervices should be able to attract
the best waterial available. As the Statutory Commission
oint ont, an all-fndia service has a much wider field of
i and the status and

choice than any provincial service,
aching to it attract the best class of . Indian

traditions att ¢
candidates, while there can be no doubt that without the

h is afforded by the protection of the Sec-
retary of State, British candidates of the present

standard could nol be obtained. It has indeed teen snug-
gested by the majority of the Bombay Government that,
while these two gervices ghonli be retained on an all-India
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basis, they should be recruited not
State but through the central Public Service

and that they should look for protection to the
of India. Somewhat similar ideas are expres

quarters. We fear that this compromise does not re

the difficulties that are felt on either side.
British candidates, have for gz long time
importance to the protection of the Secretary
value of which has been proved by experience.
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leted. The Government of Bihar and Orig,:s'a s&g;gi'f%eigfep
’ﬁc ee:ur in which a similar process in the In ialgerVinccs Gov-
}i(\Vld( Lave been accomplished. the Centfg oy 1a1* " when
ot t «hegest that reconsideration should take p has been
er?l?l??y of Europeans and Indians in teach'ie};vg}:cessary %o
equé - t this stage 1t 1 ;
bt whether at t A -
{sﬁghf %eﬁz‘irfe %%léision on thi‘:1 point, p?tl}:;‘;uﬁl;}{e gi)llgt:?le by
@, . hen the prOpOI‘ L1 : _
’f‘(:euf é?egl(gll)xlgsz?:rf’ lf;ve been attained, the future of each
1 Pl

service must be folly reviewed.

907. 'The Indian Forest Service and the Ig?%aé'?o% gﬁfﬁ‘
xi dian Service of Engineers.—The Statu 71511 Comuniss
o'fhthe'dn t yeach any definite conclusion as t.o' \;. e bi-anch
Tudi dl' 'n(')'m;;nt* <hould continue for the Irriga dl_on hrant
iy ]I(fcdrimn ASerVi‘ce of Engineers and for the In1 1z:in orest
s th.e) \n 1\?one of the provincial (}OYernments ha uf:h o8-
S::n‘g;:i {his course, but the gotxzém;sg;)lr{l t\ﬁgg igv oms,ervices
i e 0 ices
ks bt{ tthghtlal;’ll;:'gf’: ﬁz matter required further exai[rlxlilélx?s
e llaGrovernments have again expressed their op: ons
flon 0% ht of the considerations brought out in e
mpo?fle })lfg the Commission. 'tTh‘?y afli’ingz“;%‘(,}ill‘l,;ltment
iz 1 cessity to cont: era
?nar}cﬁo%‘soﬁg:%t g:;lx'reictzs (1)11(1) grel all—IZdia basis, and, with the
or ,

Punjab and of Bombay,
. exception of the Governments, of the Punj

. « f he
.

inated as the
i ice has already becn termina the
Indlaén Ifi‘o‘afgtLSeirVClginmission’s recommenda‘upns,v ear(licz) ;:Et
rost " tO S tAl;e work of the Forest Departmm}t is, e\oruitment
R 'a is sufficient justification for continuing 1 ;contrary
g?)ilt%geig&ian Forest Service in tllle o{h(e}x;) géfﬁfﬁg ptrary
dations of the loca ts. 1t can
e lthlge Ii"%crogg;zpecial reasons, such as thosi }:Vhézlérg)gg ko
g];leytwo security services, that recm;xt'niie?;;ﬂliybe g T ton
instified for services whic inder
Sflaﬁlggﬁol;;gl?s provincial Government. In the case 0
a

The revenue derived from the great 11;1(')1Vgiar\ligio§
e tain provinces is a vital element 1?1pf ovincial
Py eénzche irrication system is one of the ¢ 1§ founda-
ﬁpance, a’:lh econor;ic prosperity and cor}tentmen hent g0
tions of 1? official members of the Punjab Govfmt‘he ont &0
Pl o that the efficiency and initiative Ot' he Irpse
B e ts & factor for internal stability, practically o 8
o Oﬁ?elll‘ glaat of the officer in the security Selt‘;me;aioritv
plzryle t?&mderstand the anxiety expressed by the majorit]
ca

»
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of the Puﬁjabv Government on th o '
¢ e reserved i
what they regard as an insurance against det:#ie 1359 n7n a
service of such vital importance to the prcl)(;;aérlﬁ?r m(al
economic life of the province. Th i oy
Bombay Government is also aoub o Teosmmendation of the
] tless due to th
%:r:'vholq future of Sind depends on the success of ?;hi;agﬂg(lat
Bar a%e 1rr11)gat10n scheme, in which, moreover, a huge ca itu Ii
B e o o T o b 1o Ty o degon
vernm i '
fundamental concern to them. eli&st‘ }crlieasg;l:t? of such
aﬁilroust thatf recruitment should not he continueiim 3’ (;v * the
igs beir% eg, o11 the Secretary of State unless the neé}i efr Ph_e
R lil Pll) reasonahle doubt., In all provinces or 1t
Pared'tonic':ke t%]nd . Bombay, local Governments ::Lreexce.p ;
B ice 01; o aeugiléi(;f gtlasgpensmg with recruitment for I’zlllfs
We h 518, and we a iy ;
to ihea;?mn.(;% bee&‘ gble to reach a final cgrcli}l)l‘;si%hrf 1iln r?e;‘%
ages, we t}JlinkaI‘lf Jombay. There would be obvious dg .
viee "for de alin’ ! lfihwere possible to retain an all-Ingiavégt’
Tndas. vallee '8 with the great schemes of irrigati t the
local admin?s?trrﬁgif;ﬂagy ?}f they affect t\%o O(Ifilif?ergrll?:
_ 8. Un the other h ;
be attached to public opinion, and 1i't ;ﬁgiddlslgegxelggmm‘llft
’ ne

views recorded by the Re
. v L
1)0(731 iqli-government e 1:(;]r;ue Member and the Minister for
08 1
pposition to the continuance on existing lines of recruitment

that recrui
recruttment should be maintained on an all-Tndia basis

for the Punjab and-B 1
or e ; * Bombay, it would
eeSZSI?; av;het?er this recruitment shou})(f bf: Ic‘aafr‘:?tger t by
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bigaches of the Indian Posts and Telegraphs Department and

" a Tew civilian officers holding posts which are paid from

army estimates. He also recrnits officers appointed outside
India to the superior railway services, and controls the com-
paratively few officers holding the King’s commission on the
active list of the regular army and the Royal Indian Marine,
who are employed in certain central services. We assume
that the Statutory Commission intended that there should be
no change in these respects. That is also our view, except
in so far as recruitment for the superior telegraph engineer-
ing and wireless hranches of the Indian  Posts and Tele-
graphs Department is concerned. We do not think it 18
necessary that the Secretary of State should continune in
future to carry on British recruitment for this service. Its
cadre is small. British recruits are not likely to exceed on
the average ome in two years and the number may even be’
less, and we kave no reason to doubt that the Government of
India will be able, without the assistance of the Secretary of

State, to obtain suitable British recruits in the numbers re-

quired. : ,
209. Safeguards and conditions of service.—It is conmon

ground that whatever may be the decision as to future

recruitment of the all-India services, the officers at present
in these services should be encouraged to remain, and should
retain all their existing rights, safeguards and prospects.
Further, as we explain later in our observations on the Coun-
cil of India, we recommend that changes in the statutory rules
affecting .the services ghould be made in consultation with a
body which represents gervice experience. One important
factor in the retention of the existing officers of the all-India
corviees dg¢ undoubtedly the right of premature . retirement.
This right is at present possessed by: all officers in these ser-
vices, except the morc recent recruits of Asiatic domicile.
Generally speaking, under existing orders, the option to retire
prematurely extends only for twelve months after the transfer
of power proposed by the Commission has taken place.
local Governments agree with the Statutory Commission that
the right of premature retirement should be continued, with-
out limit of time, to any officer who might under the present
rules have so retired on the coming into force of the new
constitution. We have no doubt that the extension of this
privilege is essential. If an irrevocable choice is presented
at a particular moment, there is a serious risk that a large
number of valuable officers would decide to retire. The ex-
perience of the past has demonstrated clearly that officers
are more likely to remain while the option of retirement is
kept open. : '
The Commission recommend that those, who are recruited
qfter the introduction of the new constitution, should enjoy



188

the same rights, privileges and safe ¢
recruited befo;e the change, except in %::ggest o‘? ihen;?mbl}gg;
premature retirement. They do not consider it is rga;on
able that ’Qhose who enter the services with full knowled e f
the conditions should be granted this right. In prinei ige .
accept this view, but, in agreement with morelthan ong f W%
Governmge?t,_ we regard the matter as one that will loca
to be decided in accordance with the practical 'dm‘ve
tions of fact. If satisfactory recruits ean (be conb?tl ined
without the granlt of this privilege, there is no re o
}Et 3}10111(1 be_ gl‘apLed: But we do not think it Woulgs’gn W'hy
S% ;:/1111 the mSqui loqug thc; recruits required for the qlle-“lgcll?e
Srs g,tes, merely on this point of principle. It does nc‘)t foll v
at 1 would be necessary to extend to new recruit ° 1(:)}‘1)V
5553523 scl%meth\_vhéch 15, open to existing members sf thg
Provinc'es G(G: ink that the suggestion made by the United
Provinges .Vfgrnment ‘that rights of retirement should b
after fixed periods of scrvice, the earlicst olf1 sucﬁ

periods being twelve years, mi
= might well b nsi
: ) ec d
the necessity for making this concession arige sidered, should
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This is a matter tocwlzllgﬁb\rvgerézlons and PFOVidm{t Of;;:cilss
ﬁgis«fh? én assurance on t{}l'.aCh P 'lmpori%nce’ and we
. restatey\w'itllozgf:}en ment, and that it may be foun?iven bgl e
plicit as mav he retzflce to present conditions, in tell')l(l)lsSI e o
Mr. Montagu’s d’e N mtpﬁ‘mmples sel forth h; para ras }?S4exé
1922. TIn the mpaiﬁ? ch No. 5-Public, dated the 9tthg)b o
varions memorials € We are examining, in conneeti ! with
the question whethei-eciil‘/i':d fror{l memhers of the ;gv;z:gl
assurance by measure practicable to supplement this

- h s which will gi

secu Vi will give
rity to the services, and we proposea t%reafgg sense of
address you

separately on this subject at an early date

*Volume I, para. 332.
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.. 211, Diher recommendations.—We accept in principle the
prgosals of the Commission in regard to the establishment
of provincial Public Qervice Commissions. There are certain
other matters of less importance on which we shall address

you separately. ,
. RELATIONS WITH THE STATES.

919. 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 Comunis-
sion. We readily accept the ideal of an ultimate federation
of all-India, and agree with the Oommission that the
Indian States and the provinces of British India preserve
remarkable cultural affinities, and are slowly working out a
common destiny. We recognize the geographical, economic
and political unity of British India and the States, but we

_ ghare the repugnance of the Commission to pronounce dog-

matic conclusions. The ideal which has received general
acceptance, 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 ceéntre. The Commission remark that ulti-
mate fedcration cannot follow any known pattern, and
we doubt whether any advantage is to be Werived from
attempting now to sketch the ultimate form. of future
olitical association between British India and the States.
Federation might possibly be evolved on some such lires

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 Canada has appealed
%o them, but the Commission go no further than to say that
sindividual 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 be admitted.
We think that the way sheuld be left open for the continued
existence, if mecessary, of the British India legislature for
British India purposes, and for the possible creation of an

*Volume II, Part VIL
4Volume II, para. 228.
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all-Tndia legislature in which '
vinces would be represe;‘tregf both the States and the pro-
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satisfactory alternative is mot entirely unanimous.
usiplds. the view that the arrangement, under which the
exeroise of paramountey is constitutionally vested in the
Governor General in Council, should not be disturbed, except
}o the extent of providing that those members of the Governor
General’s Council, who may in future be responsible to the
central legislature, should be specifically debarred from
in the disposal of such business. In other

participation in
words he considers that, in the event of the introduction of

dyarchy into the central Government, all matters relating to
parameuntey ghould be classified as reserved ’. If,
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 paramountcy should, in his view, undoubtedly be a
matter in which the Governor (General should possess suc

powers subject only to the control of the Secretary of
State. “He further 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 paramountcy, 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,
ate the offices of Viceroy and Governor

if at some future d ffic
General were to become distinet and to be held by two
geparate persons, baffling and undesirable complications

might ensue. 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
difficult Than would otherwise be the case.

We realize that this latter view is held in considerably
stronger form in other quarters also, and that there exists a
guspicion that the vesting of the functions of paramountcy
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 ounr colleague. The dyarchic arrange-
ment which he contemplates would be at variance with our
ideas as to 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 General is open fo the objection
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that i_t.would afford the legislature a constitutgonal lopus
standi in a sphere which, as our colleague himself’ adﬁﬁts,’
ought to be reserved for Parliament and the Crown, and woyld
create a position with wide possibilities of friction and mis-
understanding. Finally, both alternatives would entirely fail
to satisfy the Princes, whose hopes for the future are centred
in the solution which we are advocating. We consider that
that solution tends to unity rather than to dissidence. We re-
gard it, in fact, as by no means inconceivable that the sur-
render of the functions, of paramountey to a democratically
controlled Government of India would lead in no short space
of time to open defiance of the latter, and perhaps even-to
hostilities. It may be argued that the Government of India
is not yet democratically controlled, and that the change
which we are advocating might well be postponed until that
contingency has arisen. We wounld reply that we are
satisfied that any such delay would be dangerous. The
ullﬂueéxce of the legislature upon the central Government is
:‘; treta y sufficiently great to justify the misgivings which the
ates. entkerta}n. Nor is any one likely to argue that they
%1(';3 lg:llgs'tzSe?hilsn c?)rllltsltqtcp%'tmgl that it will rapidly increase.
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Emperor that the loyal sentiments of the Indian Princes are
c‘&ged, and it is towards the Viceroy, as His Majesty’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-
ters which are of common concern to the States and to British
India ; that there should be included in the preamble to
any new Government of India Act a recital which would put
on record the desire to develop that closer association between

" the Indian States and British India which is the motive force

behind all discussions of an eventual federal union ; and
that provision be made for the creation of a Coun-
cil for Greater India for the purpose of joint consultation on
matters of common concern included in the list.

We support these three 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
{0 constitute a committee on army affairs on which the States
might be given representation. The list is to be included in
a schedvle to the Aet . and the matters included 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 pe made in consultation and by agreemert.

We have no objection to a recital in the preamble which
merely places on record a desire for closer co-operafion in

. the future. Bnt in the form given to the recilal® in the

report {here is approval of the principle of joint deliberation
on matters of common concern at the diseretion of the States..
We conceive that the form of the recital will be determined
by the eonclusions reached as to the nature and functions of .

* tlie Council for Greater India. Representation on the Couneil

may, be regarded as participation in a mutual privilege, but
the view 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-
crotion and must submit to discussion of its functions, so far

*Volrme 11, para. 236.
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g '

od¥giderable detail before the Indian States Commitfee, which
fecommended that an expert committee should be appointed -
te enquire into the reasonable claims of the States, or groups
of States, to a share in the customs revenue, as also into any
reasonahle claims under other heads, and at the same time in-
vestigate the adequacy of the contributions of the Stales to
Imperial burdens. Subsequent to the publication of the re- .
port-of the fndian States Committee, the claim of the Sfates
has developed into something wider and more comprehensive
then.a request for a share in the customs revenue of British
India. They ask in effect for a survey of the whole field of
thdir Bnancial and economic relations with the Government of
India. : *

I their report® the Indian States Committes rejected
{Ko contention of the Princes that the indirect taxation of their
subjects by means of our customs tariff is wltra vires frvm
the point of view of international law and partakes of the
naturs of a transit duty. Our own exhaustive examination of
the claims put forward has failed to reveal any ground on
which 1elief can be claimed as a matter of right, either under
{reaty obiigations or from past practicq ; and our broad con-
clusion has been jthat the question is but one aspéct of the
miny-sided problem of the political evolution of India and of
the Future relations, especially the future financial relations,
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 ratc some of the most important .

eamong them, with what they helieve 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
Stales through this indirect taxation of their subjecls may
become heavier in the near future.

917. 'The need for a-solution.—Apart however from con-
siderations of equity, there are now new argnuments of even
greater practical importance which in our view necessitate
an early review of our financial relations with the Indian
States. fn the first place such a review seems fo follow in-
evitably upon the proposal that the Viceroy and not the
(foveronr General in Council should be the sole agent of the
Crown for the exercise of paramountey over the States. If
thig proposal is approved British India may maintain: that
its. own legitimate revenues should not be called upon to-
defray the expenses of this new relationshin. We anticipate
therefore that it may become necessary to have a completely
separate ¢¢ political ”’ budget directly financed, so far as may

*Para. 81
-
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By resort to new all-India excises of the nature contemplated
by Sir Walter Layton, the co-operation of the States will be
ossential. 'This nced can be easily established by a single
ilustration. If the manufacture of matches were to be per-
mitted without excise restrictions in State territory, the con-
sumption of untaxed matches in British India on a very large
geale 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 consequence.

919. An economic union.—We have given this brief slate-
ent of an impending problem in order to indicate that, when
discussion turns on ways and means to bring about an asso-

“eiation between British India and the States, the matters at

issuc are not academic. Important practical considerations
ate involved. The-financial and economic issues already
raised between the two component parts of Greater India
necessitate early solution. ‘We do not claim to have formed
decided views. The whole guestion must inevitably’ be con-
sidered at the Bound 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
little more than put forward certain principles which appear
to us likely to govern the case. '

In the first place, there can be no diminntion by the

" Government of their right to levy and refain custors nties

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

- position on equitable grounds, for the reason that the customs

revenue and import duties have in recent years come to bear
a substantially different significance to that which they bore
when the original treaties and arrangements with the States
were settled.

Secondly, if consent be given to take into account con-
siderations of equity in a review of the customs-situation, it
should be counterbalanced by a simultaneous review of the
position as regards the States’ contribution to the cost of
defence and of other Imperial gervices, which _ relieve the
States of expenditure or contribute directly or indirectly to
their benefit. Financial investigations would therefore cover
the whole field of claims by the States against British India
revenues, and counterbalancing claims by British India
against the States. .

When the accounts of both sides have been drawn up,
gome 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 financal

»
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291, The THE.HOME GOVERNMENT.
Tn an earlier ;ﬁggiu tive authority of the Secreta v
conctitutionalroouon of this despatel Ty of State.—
made 1;1 l?}?dl importance atch we have deseribed the
of the ng :alhgilﬁp Statutory Commission 41 \
General. We haav et should be appointed gat the members*
arrangement will :ﬁggf? %:t t(l) show in Whgft&%;} gve']l:mr

y 1Q - v e T i . e 3
‘zli}etllligllig;gure, and to sug eia t:c 1;che exeenutive wi?ﬁ
into aWOrk?,;l Statutory Commission m? lll'ecommendations
g partnership in administratioi itl Ill)lz,devehped

1. - When

.

wwo: proceed “to conaid(\ar;more closely:how a central Cabinet

, v&t‘i_ug on such a basis should be related to authority 1B
Englan

gland, we think that the general tenor of the recom-
mendations of the Indiap Statutory Commigsion involves
that the Seeretary of State shall in future exercise over the
Government of India only a power of superintendence, direc-
tion, and control. We consider it of some importance to
place beyond. possibility of doubt a position which to sume
minds may appear obvious, for the ‘* doctrine of agency '’
has at times been strongly pressed. In earlier years ihis doo-
trine encouraged a tendency to ‘bring the Viceroy infc the
same relation to the Secretary of State as that in which an
Ashbagsador or Minister at a foreign court stands te the
Secretary of State for Foreign Affairs, and it was reliea upon
by Lord Morley in asserting for the Secretary of State the
extreme power of giving direct orders to every officer in India
from the Governor General to the humblest servant of Gov-
ermment in the districts. : :

In future, according to the recommendatipns of the
Todian Statutory Commission, the power to appoint the mem-
bers of his Cabinet, alike in provinces and at. the cenfre,
would rest with the head of the administration. This ap-
pears to involve that the Governor (tencral and Governors
would conduct the administration with advice from membhers
of their Cabinets and under the control, greater or léss, of
the Crown. Provincial Cabinets would, save for the over-
riding powers of Governors, and a limited superintendence

from the centre, be subject only to control by provinucial

legislatures. As regards the centre, ** *the executive ”

say the Commission, will to an increasing degrec be
regponsive to the will of the federal representatives .
Such s arrangement in our view would seem to
preclude the retention by the Secretary of State of a priwpary
power of administration devolved upon him from the Crown.
The future constitutional position in the presence of execu-
tive Governments 80 constituted  would naturally be that
the adainistration would become: vested in the Crown,
and cxeréisable at the centre by the Governor General and

in provinces by the Governor, but subject to such s.uperintc.nd-
‘ence and control on behalf of the Crown as might in each cose

‘be found appro inte. The scope of the aut}lority of the Sec-
fxeetag; gflg‘g.tepivould then be two-foid. First, he would be
‘ if devolution were made to him,

the adviser of the Crown, or,
the. first exeeutive authority for matters remov_ed from the
jurisdiction of the Government of India. For instance, the

original authority for the making of treaties the exercise e

S - S ) ' ‘Vo]umeli, para 179 ' . .
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already explained Low our
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for which alone it will assert
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- direetion and co
these purposes.
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8 special powers,
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223. The power of ri '
e .of appropriati
exccutive authority, Whic% :r% }?a\:? T e disposition  of
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ry of State
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overnors and the Govern;r
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© *Volume 11, para. 351
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usion that Parliament shemid-
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Oggieral, aid in regardeto non-yoted expenditure is exercised”
by e Governments in India. Provincial Governments, in
consequence of the devolution of authority and the allocation
of revenues made to them, do not require the previous sanc-
tion of Lhe Secretary of State or of the Council of India
before approaching their legislative councils for voted supply,
or appropriating moneys tor non-voted expenditure. The
Government of India, however, are reqaired to submit their
annual proposals for appropriatioxt for the previous sanction
of the Sceretary of State and the Council of India, receiving
for non-voted expenditure authority to make the necessary
apyropriation, and for voted expenditure what is, in effect,
;permisgion {o obtain what supply they can from the
Assembly. This position we regard as administratively
neither necessary nor convenient. If the Governor General
is to be made by statute primarily responsible for His Majes-
ty’s Government in India with advice from members of a
Cabinet which he will himself select, the power of appropria-
tion should in-the first instance and by statute lie with bim and
his legislature. This necessity will be the more apparent if
Parliameént accept the propriety and wisdom of defining the
purposes for which it will control the Government ot India.
For if the interest of the Secretary of State is limited to the
fulfilment of these purposes, it would seem unnecessary 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 and meticulous control

994, Method of specification of the powers of the Secre-
tary of State.—We have already described in _this despatch
certain purposes which Parliament” will be interesied to
gocure. * It is not possible in the circumstances in wiich this
despateh is wriiten to explore the whole field. The formu-
jation of precise and exhaustive prescriptions is a matter te
be undertaken at greater leisure. But our conception .of
partnership demands_that Parliamentary purposes should
be aupabie of definition. Our argument would, 'thetef«n_'e,
be incomplete if we did not show that, as we consider desir-
alle, epecification of the functions of the Secretary of State
is likely to prove feasible, and if we gave no indication of
Yines on which it might proceed. We gather that the 1ndian

{atutory Commntission, although .like ourselves they were
unable to pursue & detailed enquiry, regarded it as not bn-
possible that such a definition should be made. For they
make the fellowing remarks : **¢ It may be that felds of
administration can be mapped out, in which it can be said

* Volume II, pars. 352.
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. With confidence that- i
Maiestyv’s Gove no question will ari : :
Majesty’s Government would fecl bt g won wbich Hlg
o c1810m, notwithstanding th o reserve to itéell
rument of India and 8 the agreement of the’(lov-

: th 1 ;
ourselves suggest one ande a?;dlan legislature. We canaot

mend any ecxtensi %, therefo

tionr? . }\{’;t%ﬁ?oxi of the pm’miples oxf‘e’tgzn?lf)ile fo recon-
what different Sel ves approach the probl fScal conven-
poses, which muartlgbe’ having regard I‘athe: ntl rom a some-
i e
w ich can be made i se, an to parti o3t
intervention. Bute ;rmﬂmne from or ‘liablie toc%::ﬁa;&?ft?:;

. e re j
seeks to give to Indian adm i that a demarcation which

particular funetio . ,

clear if we ms.  The distinetion wi

specification 221&%{1? the methods by g{libi perhaps - niore

themselves to yg ¢ made. Three methodcs hg\lre necess_ttu:}d'
y ‘ e suggeste

. namel s
and some form of declar};tli)gsltwe enactment, statutory rules,

f J N
of State and accepted by Parl} possibly made by the Secretary

ament, A
8 to us to he uns The method of positive

flicient, £ B?}E Ws év ould
‘matel ! . HablChl, 10r the ¢ i eren-
u tlY‘on_a statutery basi ».'We antieipate, be plaeed -ulti-
ate assurance S 8, if Indlan O in' ' h

ound in statutory. ufh ‘2 -basis- mightp aIOn_ is to have ude-
rules .would effegt Tules. - 'We.do not c(’)ﬁt: in- the . past, be
adding 1o the exist‘a tripartite classificat; mplate that these
and provinecial g tll'n,g CIaSSﬂﬁeat-,ion~of:i-‘ lon of subjects,
The. existing claqsiﬁmd‘ category ofA.Par‘l-u notions-as central
all functions of cation proceeds from ;gmenmryﬁ}lb;]e@t&
exercised by anth%‘)}’(}mn}ent, with certai . aSSumHtLollzthat
X Tities in India, ang a’;:gngz:ez)hb;ona,f are
' ‘thesa’ func-

more perv
.eonsideration &s

| «ggg.lemment to ‘amplify. the rules by some- subsidiary declaza-
M

illustrating or it xight be limifing the application of the

.geveral rules.to the 'seveljz’xl functions.

" 995. Statutory rules—A precedent for what we seek may

ibe: found. in the existing rules under section 19A of the Gov-

ernment of India Act, relaxing the powers of the Secretary

~of State to control the administration of transferred subjects

-in provinces. These ru
“purpeses of control, and, so far as we are ;
{ation rate detailed practice has been attended with little diffi-

les are broad definitions of certain
aware, their trans-

‘eulty. In the central field, however, which we -are now -¢uH-
.sidering, the purposes to be secured are more important and
asive of the administration. We have given- such
time permitted to an exploration of the
ground: to- be covered, and in the portions of this despatch
dealing - with central finance and with commerce We have
explained in-some: detail the views which we entertain. We
.ave not, however, in a position to draft the rules which e
would regard as suitable. We can at present do no more

than -suggest categories of interests in the hope tnat omr
object at this stage, pamely, to show that specificalion is
Jikely to prove geasible, will be thereby attained. 1o that

end, and with a desire to assist the- fuller investigation
which we recommend, we suggest the following :—
(1) the administration of subjeets entrusted to the-
Qecretary of State ;
{2) the defence of India against external aggression ;
(3) Imperial interests including foreign affairs ;5
(4) questions arising between India and other parts of
. the British Tmpire ; .

() international obligations', or any ubligation arising
fyom an arrangement within the Empive, to
which India is a party, or which is otherwise
hinding upon India :

(6) the conditions of internal security ;
(7) the financial stability and credit of India, and the
" fulfilment of existing obligations ; -
(8) the protection of minorities ;
(9) the avoidance of unfair economic and commercial
discrimination ; |

(10) the rights of services recruited by the Secretary

of State ;

(11) the maintenance of the constitution.

296. Interprefation of the rules—What degree of

qlaboration the necessary riles would require in order:to cor-
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relate them to particular sub

depend on the assurances whiJeCts would to some expent

minorities and established ¢h particular interests sich ¢
commerce and induu s such as
ry might
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might be found de’sirableI:;ot lif extent to which in practice it

of Parliamentary control.
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votgble expenditure, and for the protection of the interests

of Tndja against claims by departments of the Home Govern-

ment. We, therefore, see no justification for the retention of
the veto in regard to financial proposals emanating {rom the
Government of India, and would not favour its continuance
' Parliament proposes to inter-
vene in Indian administration. There is foree 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 ghould be fixed and deter-
mined at intervals by a gpecial procedure. If that course
were adopted, there might be little necessity for retaining the
veto of Council. But whatever the decision may be regarding -

appropriations for defence, we would prefer that the principle

of arbitration should be established, and that dificrences

between His Majesty’s Government and the Government OL -
India in regard to non-votable expenditure_should be settled
by negotiation and, if necessary, by adjudication. We are,
therefore, inclined to the view that the future constitution
would leave little room for the Council of India as an inde-
pendent authority with power over appropriations, aud we
anticipate that any such differences of opinion as might arise -
between the two Governments could be settled in a mauner
more consonant with the freedom, which the Government of .
India may suitably enjoy-. :
e.—Tts control of service conditions.—The

£ the Council of India as an independent
overning the services

228. The sam
gecond function o
~authority is its control over the rules g
in India. In this regard we observe, first, that ac ording
{0 the proposals of the Commission the scope of this fune-
tion will in future be 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 individual cases. Nevertheless, the protection which
s omed to the Council 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 migd of those
still in service in India. We consider that the Secretary of
State will continue to require advice in regard to the services
and that that advice must be of a kind which will command
serviee confidence. VYve do not, however, feel convinced that
protection must be given by the existing methods or that

tively small pumber of

merely in the interests of a comparativel )
{ services the Council of India should be retained as an authority

! gompetent to withstand the wishes of the Government of India
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and of His Majesty’s Government. We would prefer a metHod
whereby the Secretary of State in these matters was statn-
torily required to consult a body containing those who had
recent experience of service conditions in India and recog-
nized a convention that their advice*would not ordinarily be
disregarded. For these reasons, if the alternative suggestions
which we have made prove to be capable of adoption, we are
prepared to sec the disa

earance of the Council as a bod
independent of Parliament and the S In Y

legislatures in India.
220. The Council as 2n advisory body.—As an advisory
body the Coureil of India has appeared to many. obseryers
to be somewhat ineffective,

t and to others to encourage a ten- -
deney to do over again at
g

2y to_do ov Whitehall work which has been
done in India in clqser relations to actual eonditions. The
Seeretary of State is under no obligation fo convene the
Council oftener

1 than once a month, to attend its meetings or
to accept its advice, and it

ive Secrotarics of Statn | is generally believed that sneces-
ed themselves of the assi_st X qral degree avail

afford. 1f, as we bope, Parliament is prepared to specify
the purposes of its intervention, the Sceretary of State wiil
require advice in a more limited range of subjects thon in
the past, and it is possible that the advice which he would
require. will not always maply the need for Indian experience.
He will contmue to stand in need of advice in military mat-
ters._ E_qually important is the advice which he should
recerve in regard to fin

i ance. We have already indicatod that
on service matters he should have recent experience. of ser-

vice couditions in India pon which he would call. We are

not, however, convinced that the need for advice will justify
statutory provision for

I n1or a corporate body of advisers, '
would indeed be inclined to- think that Bthe ﬁ'nanciz:l aggv‘ivci
should be chtained from a. speeial committee smalley than the.

* Council, and composed exclusivel i
TG mMpose y of persons in close act
with the practical finance of 3 othod

X the day. But the method by
which the Seeretary of State mayv ohtaie w g, oer0c D]
matter with which w nan Y Obtain advieo is mat a

® are primarily concerned. and w 1d
ith : 3 e woul¢
here only stress_the necessity tha B

exn

ﬁ-ﬁﬂi\g@rs in regard t ¢ he Fholﬂd ‘have suitalle

y X' R o .sornces, mance, and militar

B eonen nd that their experiies, when it is Tndiaa, SHEAT~
recent.

GENKRAL RESULTK,
230, British India & politic i :
detailed criticism and omy Shtity.—So much by way of

: tecommendation the time at our dis-
posal has permitted and our duly has seemed to us to r?(‘luire«

In_amother portion of this despatch w
_an aolint 5 e ha
principles which in our view should governa ‘:fd\gggc?t %Ig

<

ance which the Council is able to

ZMI

1..? : ci | i titution
o nceopted: the principles of a growing cons .
an ’Q}?Zil?tgltimatdpfedération of all-India, and we hlil'veblen-'
various places described our proposals for a pa'rtnel';‘SBlp't'Sh
twden India-and Great Britain in the administration o I‘lhl. L
India. Observing scrupulously the pronouncements w md
havein the past been made on behalf of Parhamgnt in regar
to the nature and'pace of refoxl'm(,i.and dengleavo;sxﬁga :c’cé ?11;525:
iate and pay due respect to lndian esgn'est,h @ never-
cas adopted no rigid mould into which the new itu-
:?:;??)Sf f}ﬁdga- should be fobrlqed. At the o%t&i'goget (;ic;cshcé‘lgi(f
and of Indian public opinion 1n r
g:ﬂii?;l?lt made by His Excellency the Viceroy and'(}bverglo;
Gereral on the 31st October 1929 declaring the attainment o

dominion states to be ¢ the natural issue of India’s consti-

inion that the’

ntional progress ', and recorded our opinion tha ,
Eﬂgﬁgsb%agons‘of ’Imperial poliey rendergd it upperahye to’
are not efforts, and even to’ take some risks, in order . 1flzo,
:prri've at a constitutional solution' which might carry the

substantial assent of reasonable Indian thought.

-scommendations of the Indian Statutory Commis--
sidn‘q;getg"ig%%rgovincial constitutions, with Wl;lck;hm gggﬁf:ﬁ
W -ce, répresent a genecrous response o the )
Ziv:ngf for pr;’ovincial dutonomy. They contain within them

-gelves the means of increasing adaptation to local circum-

Rl . e
‘ances o the wishes of those who will be chargeq witht
ﬁﬁ%niffé’kag? tooikgng the ,c-onstitutiorlx] - thzt tthe .Comn;)llggxéaan;
ined, Our proposals, for the centre, in amplfica-
ltli%‘;f o'(;.'ug:g‘e plan put It)'orward by tl(l)e ({gmmmsi);ﬁ dhi‘l;lee 1?::72'
Jesi -with a double purpose. On the one hand
ggﬁ;ﬁego:ggm?ne the mIc)aans by which’ i}hed relatmgxs 'befvwh?igﬂ
i i ‘ lished on a basis
cutive and legislature can be establish .
f)xﬁeecx};’lz'reasmagble cha"nce;iof hargnﬁc)néx;l in W;rltzéngéﬁ glntltllﬁ
ndeavoured to point the way to
f::;rnvg\?v li)zvia‘?ién to place upon the constitution the. first,
but definits, ivipresé of dominion status. If we read h1st<%£y
aright, it is exactly in this wdy that each and all of the
Domin,ions have attained o constitutional nationheod.

Aig ing the recommendations of the Commission that
the if::ﬁgrl: %fEbhe central Cabinet should be appointed by the
Governor (téneral, we have drawn what appeared to us the
consequential inféréncé. that the exercise of the fuunctions for
the Government of India, which reside in the Crown, sh.onlc};
¥e directly devolved upon the Governor General, and 1;haf
therewith shotld go the power to appropriate the revenues o
Tndia. We think it right to state clearly that if thlls
ware dofe thié Governtent of India would no longer merely
he the agent-of the Segretary of State. For.the first time it
would possess a distinet individuality. It would, it is izue,
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be within specified limits under the control of His Majestg’ﬂ
Government, but it is of the cssence of our proposals that
that control should be of such a naturé as to establish pax‘tne_r-
ship in place of subordination. The Government of Ind1.a
would then be a distinet entity, capahle of acting in domestie
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 occu(ry the
new position which growing freedom in the conduct of
external affairs would connote. That it would not be an
entirely independent Government is due to circumstances,
internal and external to India, which are generally familiar
and which invest the problem with such peculiar diflicuity.
But while we are bound to suggest means by which provision
can Lie made for the period of transi

tion which must elapse
before the complete fulfilment of British purpose, as declared
in the announcements made on behalf of Hig Majesty’s
Government, we would set no artificial or statutory barrier
to the natural evolution we desire to see,

We believe that
the greater part of Indian opinion will be read

ter p X y to recognize
the special interests of Parliament, provided that Great
Britain on her side is prepared by ac

; : tion to show that she
does not falter in her desire to invest India with the con-

stitutional status that she seeks, and’ that her political
development appears to us to Justify. We would accordingly

hope that if our suggestions arc 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 of
whose labours

\ urs all who can measure the issues that are
nvolved will anxiously await, :

We have the honour tc be,
Str,
Your most obedient, humble servants,
(84) IRWIN,
' »  W.R. BIRDWOOD.
»  G. RAINY.
» J. CRERAR.
»  GEORGE SCHUSTER.
»  B. L. MITTER.
». FAZL-I-HUSAIN.
” J- W. BHORE.
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" APPENDIX 1.

Nore »y mee CanteaL Boarp oF REVENUE oN custoMs (vide PARA. 251

.

" oF VoL. I OF THE REPORT OF THE INDIAN STATUTORY CoMMISSION ).

» - Revenws Prospects (Customs).

agra rts to deal with

h 251 of Volume II of the report purpo leal w

t',en't;g?rmvenlzles in general, but, apart frem a passing rgfuc,i;xcgo::
rowing income-tax receipts, Shi Wtiagter Laytox; ; }(11;8(1:;11:.?;::110 von-

; a

fined to the customs revenue. In this paragray s ooy 252)
ite estimate of .i ¢ growth, but in paragraph 289 (page

nite estimate of .its future growth, b tiom ot

i ial expansion of # erore, on ass! : :
%%ﬁ;m;fﬁs l?en sz;;lll‘lated, Ia;nd that import duty at existing rates will

' be eharged on imports: from Burma. We propose to discuss para-

graph 251, first of all, without referegge to the effect of separation.

iy egi ring 1 f mon-
i on begins by referring to the effect of mo

2f' '?élt"e?:;lt:}fel;:ﬁnue. egHe then refers to certain projeets Whliﬁ
:g%?xlda]have a stimulating effect. He quotes certain figures exemp

fying recent growth of trade, and deduces that expansion will b
fying

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 ** dim

' i i the depress-
njshing returns *’ on some articles, and refers finally to p

ing effeet of high protective tariffs on the revenue. We propose .to

eonsider — X .

(1'.) How far the @ra which Sir Walter Layton quotes are
reliable, .

W : nclusions which he draivs_ from these -
) Hﬁogvrlrgrarftllmfrz; other considerations are justified.

(#s) To what items we can reasonably look for expansion, and
{0 what extent.

(i) What factors are likely to interfere with normal growth.
w

We propose to deal with the advisability of reducing some of our |
e y .

rates of duty in a separate note:

d i rt of
ir Walter Layton has quoted in suppo
his v%évah:rgngogeggze’fh§ foot of page 221, which are taken from the

5 i - i 7 the Director
Review of the Trade of India for 1928-29 published by '. R ‘
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210 211
* 'Bhese results, reached independently and possibly by differeat
. methods, are in sufficiently close agreement to justify reliance on the
Director General’s figures to the extent that we may assume (a)

‘@eneral of Commercial i . .
in the following m_ef cial Intelligence. The table from which he quotes

(In erores of Rupeeg‘.)
o 1913-| 1920-| 1921 T that the volume of trade bas increased since 1923-24 by about 50 per
—_ 4, | 21, 22.1 133_2’ 1323" 152’?4— 1925-| 1926~ 1927-| 1928~ . cent. to approximately pre-war level, (b) that the rise in these six
. 0.} 26,1 27,1 28, | 29. . Years was continuous, and (¢) that it was most rapid between 1926-27,
- - - and 1927-28.
Tmports .. | 183 142 124 | 138 | 120 | 137 143 | 156 | 181 190} 5. The existing projects which Sir Walter Layton considers will

provide an additional stimulus to the import trade are, (a) irrigation
Exports .. | 244| 172 | 182 | op4 240 | 250 246‘ ; schemes, (b) railway extensions, (¢) road improvements and exten-

; 228 | 248 | 360 sions, and (d) construction of harbours. In the present state of
[ world-markets, with almost universal over-production of agricultural
. praducts and very low prices, it seems doubtful whether the bringing

Total tradein| 427 | 314 | 30 362 ' o t litional arc d ltivation is likely t ake £ oy
: i 3601 387 | 389 : of additional arcas under cullivation 1s likely fo make for any grea
?;iﬁﬁ‘é?i?;"ff’ 384 | 420 ) 450 1m8r‘oyement in the import trade. The value of India’s exports of
“exports. : | - ‘“ Grain, pulse, and flour ’’ has fallen from 65 crores in 1924-25 te

34 crores in 1928-29. In fact if we take meft values (i.e., after deduct-

ing the value of imported grain) there was a difference of no less
than 41 erores. With this difficulty in marketing it seems highly un-
head for-1913-14, so that the tabl likely that inereased production of grain in India will stimulate im-
stead of its total value, It wo 1?1 debe(’mpares the volume of trade in- ports. The demand for Indian cotton or oil-seeds has shown no ten-
10 Gk e Diraioe G 7Y 18orions a0 stemp doney to meronse in xocnt years and everything seoms o point 1 8
rough approximations, but wahave workéd ou(; only purport to b_e c‘::;fuizliles o1 fean years tor o P are mainly egri-

. y ¢ .

mates for the 1923.94 and 1928.9¢
A Pt i () 1 .
6. We understand that the present railway programme is normal.

'(a} Those for which quantities 3 in the growth of trade, and not likely to be any more effective in the

r
1913-14, 1923-24  ang 1928?2§et§orded for all three years next ten years than in the past ten. It does not constitute a reason
’ for antieipating a more rapid growth than in the immediate past.

- Road improvements and extensions will necessarily have a direct effect

In this table the value of im —
0SS : ports (and export ar i
pressed on the basis of the declared valuespfgrséof)?ig zaxfgex}', etaill;a ]:afxf;

We bave caleulateq values on th . .
il}:g under (a) for each of t e y:ax{;g 11%-21?1%223818 for each importapt on our revenue from cars, tyres, and petrol, but improved internal
T compared the resultant totals for ¢q) ’-a}? d 1928-29, and ha%e transport facilities can do little to stimulate trade so long as the
values and reduced the actual totads under (v‘z;l)t he actual recorded external demand for agricultural products remains weak. The con-
in the same ratio, . struction®f new harbours should have a slightly stimulating effeet,

4. The following table compares the redwlts of

with the Director General’y ficures +— but it must not be forgotten that they will very largely be sharing in

our caleulatidrs
T 4 ¥ the trade of existing harbours at the outset.

- T pa - .
' 1913-14. | 1923.94, | 19 7. We no%v turn to the inferences to be drawn from the figures
\\' . 28-29. which Sir Walter Layton has quoted from the Review of the Trade of
T India (paragraph 4 above). He assumes without further investiga-
(a) .. C"l’gz:- Crores. Crores, ‘tion that the volume of trade will continue to grow, and ignores cer-
. A ®) 168 lo¢ taic very important considerations, The first of these is that it is
~ Actmals . .. o . 85" - % 80 onlv the revenue from specific duties which is directly proportional to
the volume of trade. For ad valorem duties we have to look to the
! Total o value and not to the volume. We have also to remember that our
(a) ,\\22 8 . import trade includes a large proportion of duty-frec goods. We pro-
( SN 128 84 nr eced to examine our import revenue in more detail, and for this pur-
Regults on 1913-14 basis < ® . .- 55 33 68 - . pose we propose to omit—
L Toul . (a) Salt,
(V) ———]
. . 183 o a b) Government Stores,
Director General’s results on 1913.14 gy \——i 181 (E;) Kerosene and Petrol.
‘e 183 120 100 . 'Y K
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Qur reasons for exeluding kerosene and petrol it is uselnss
il : : are th ;

to consider the import, and excise duties sgparately. t\:]t; lsfil;?l th},re.

fere, deal with them togcther in a later paragmph T e

8. In the following tabl ; L
in 192324, and 1999. 3g0‘table we show how our revenue was derived
: L]

1923-24. 192930,
Lakha. Lakhs.

Duty on Government stores o . 55 57
Duty on kerosene and petrol . . 114 181
Specific duties (revenue) ., .e .e 783 1,422
Specific duties (protective) o 247 . ,241
Ad valorem duties .. .. .o 1,979 2,104
Total import duties (excluding salt) o 3,178 4,092

It is instructive to compare this t it] :
shows the values under %he s u:béiovg;t: :_tEe following table whieh

1923-24. 1929-30.
Government stores .e . I:;Skhs o
Kerogene and petrol .e . 44; s
Goods liable to specific duties 3,684 4 gis
Free goods . o
o Soace .. . 2,829 3,439
able to ad valorem duties |, .. 15,696
- . 15, 15,877

S .. .e ve oo 23,608
9. The increase of 639 lakhs j i ’ -
a 2J lakhs 1n specific duties i -
cggl):ﬁili; (;h%e; ;111;1121:«311; ixg&zehy 1:})1 .thfg fall in prices. (Srsgzxxl-u:l)onl: ;11:3
ont . . owards this figur i Sponsi
{;gtlligc:gelalihs, and liquor for 28 fgkhes’. to@igﬁ ll?a;exs'g:éllflgle fox: y
lo substanti‘;el g;lt il(x)is g;eeeteﬁtlx been subjected to an additioenalad‘i:g’
8 € Increase under tob. i :
;;12551)1-13% oli'-fei};e rate on unmanufactured tobaceo. zctc(;h;s (1151 o i
nue would have been 35 lakhs less, Prices ohz;vxe‘:ag:'e ﬁhe
. allen

much more, 8o that we cgnnot

has been no steady rise in the

Ii i :
ygzllr(;r: iutws. The following are the figures for the last eight
1922.93 y Lakhs.
1923-24 .. N - - 235
1994.95 .. e .. .. 226
1925-26 .. h .. .. 250
1926-27 .. - . .. 254
1927-28 . . - .- 261
1998.99 - . . .. 256

199930 - . . 252

"‘ .o e 251
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The additional indireet tazation on liquors imposed by the provinaes
has served and will continue to serve to prevent any substantial in~
erease under this head. 1t cannot, therefore, be said that recent
fidures suggest any substantial improvement in our revenue from. |
specific duties. 'I'he newer specific protective duties will no doubt
secure 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 dutles
have inercased by nearly 12 per cent., the value of the goods on which
they are assessed has only risen by a little more thdn 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 eorresponding increase
in other trades, particularly motor vehieles. Nearly half the increase-
in the revenue from ad walorem duties is accounted for by the trade
in motor vehicles apd accessories. We shall revert to this point later.
We will merely emphasize here that in 1929-30, apart from motor- -
vehicles and tyres, India has actually spent less on imported goods
assessed ad valorem than in 1923-24. The small increase in the
revenue is due to the change in distribution among commodities, a
tendency which is not likely to develop much further. The figures,
therefore, give no ground for anticipating a steady inerease in the

future.

11. Tt seems to us that in order to make any forecast for the
on the basis of past experience, what we have to Jook to is the.
amonnt of wealth that has been available for the purchase of imported
ecommodities, that is to say the total duty-paid value of importec
goods. In the following table are displayed ficures for ten years
which we consider highly significant. They include. all merchandise

except Government stores and treasure.

tuture,

Value Puty Total ’

erores. Ccrores. - @TOres.
1920-21 .. 333 23 356:
192122 .. 265 - . 28 293
1922.23 .. 231 84" 265
192324 .. 227 32 - 259
192425 .. 245 88 283
1925-26° .. 226 38 264
1926-27 230 39 269
1927.28 .. 248 ' 39 287
192829 .. 252 st 0 W8
1929-30 .. 239 41 280

Tt cannot be said that these figures contain apy evidence of & Ste"?f
s rehasing power. Nor do the figures for our export trade
rise in pu 4 encouragement. For the last seven years the

. furni ve eat 7
furnish any very £ trade has remained at about pre-war level (see

. ' rt
volume of the e , and the total value of exports Hag fallen frome

i aph 3 < 2§ tali -
e I g 09524, and 385.in 1924-25 to 380 in 1928-29; and 811 in

1929:30. . - —
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12. We have examined the return
‘ ¢ 'ns ear i ;
;ilizetx(';dzz,n E?lrtlflular]y trad_es of recent groﬁ?llllyw?icsl‘:eh(l)fdthere afe
mise of con lhufcll aod sgemally rapid increasei Our rev o
| ciner retgrdgd g 'mfhls .stnl ooly 5 lakhs annually and its i
The only promigin e inereasing proportion of films m dgrowth iy
, ng trade of any magnitude is the tr:dz in o
1n motor

vehicles, accessories, and fu
. S \ el. Our
played in the fo]lowing statement :—_revenue ffom these trades is dis-

{In Iakhs of Rupees.}

— 1923-
‘ 24, 11924-25. {1925-26. |1926-27. 11927-28. |1928-29, {1929-30.

Iz

Re.| Rs '
‘Mobor* vehioles .. 78 - - . " -
85 118 123 112+ 135
) : } 131
.. 29 28 46

Tyres . 39 8 '
Petrol (ex'clse) .. 65 79 T 96 N . -
Petrol (customs) .. o - .
Tota.l (motor trades) 172 1. 192 -

241
Less one-third of pet- 268 263, 323 466
»ol duties credited ’
to the road-fund

9%

Net

“e 367

13. Changes i‘n th

of assem‘oly 13 ht . the rates of duty, falling prie -
trades. Thepﬁcru?'elsn f]?)gngiy tend to disguigseptheef—o;ngr:zihere; t;;)xn
greater durabiloity of t es, moreover, are affect 0 e
, - yres produced N cted by the much

years. Th : ed during th

rades. The rate of duty was lowered E::gq‘? of the
: six annas

to four annas from 1925-26

A L o 47)-26, and oal i

0. At th ‘ acain raised to si

. e omr anma, tata s six gnuas from 1929-
| from petrol would have

1923-24 .. Lakhs.  Forcentage
192425 .. . .. 44 ease.
1925-26 .. . .. 53 50
192627 .. - T 45
192728 .. . .. 96 o
192829 .. o .oo121 28
192930 .. - .. 155 28
L .. 199 o3

*
These figures are approximate. The Revenue Returns d .
s do not separate motor

vehiel i
a ea am’}‘;?ﬁ;&ﬁ% ::slo;sable :If 15%, from other vehicl
. 2 8, ©F : .
whether assessed at 15% or at 330/ ® other hand, lump tog:m::dalz;oe;sstomes similarly

. + Daty reduced from 30 to 208/(,. otor accessories

‘Dl]ty on pneu .
m ty
atl res /0 » ous ﬁgures fOr Pﬂe\lm t
tic (4 1e([uced to 15 PI&V (s} atlc ty!"

<

. 915

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—

Lakksi. .

1930-31 ... . .- 256
1931-32 .. ee e 328
1932-33 - 418
1933-34 534
, 193435 e 630
1935-36- . . . 858
1936-37 .. . 1,080
1937-38 .- . . .. 1382
.1938-39 . .- . .. 1,770
193940 .- v 2,260.

. i.e., pus 2,060
with half these amounts aeceruing anmualiy to the road fund. This-
estimate 18 undoubtedly much too high ; w¢, therefore, give below an-
estimate based on an annual inerease of 15 per cent.

It is, we suggest,
reasonable to take a percentage inerease each year Iad
amount, since the expenditure O roads will grow with the nett re-

*

yenue.

. Lakhs.
1930-31 .o .. - 239"
1931-32 ' . .. 214

©1932-33 ‘e 305 -
1933-34 L. 347
1934-35 398
1935-36 .. 458
1936-37 e 529
1937-38 603
.1938-39 .. 695
1939-40 .. .. . .. 800
i.e., plus 600

15. Cars are jmported partly in replacement of cars serapped.

It we assume that the proportion of vehicles imported to those serap-
ped 18 constant, the- number ipoported in any year should be roughly

proportional to the increase 10 the pe : j
is gssumed to be proportional to the consumption 10 the previous year.
hould also be roughly proportmnal to petrol con»

Tyre consum tion S ) .
y 2 at by 1939-40 we should be getting four iimes (131 4

gumption, 80 that b} A
37) plakhs, i.6., an additional 504 lakhs which with the 600 lakhs ox
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petrol give a total of 1,104 lakhs. Sir Walter Layton credits Burmap .‘

consumption with 25{215ths of the present i
te. . et 3 i
this figare, which appears reasonable, to the ﬁ)tali()tlh:tx fxl;: beﬁpﬁli};:rl;%

at above, we obtain for Indi i
o y or India, excluding Burma, an inerease of 975

16. The above estimate is based on the v i
ery axbit 3 i
:)lzﬁo;vec :g:&;hfgo: an Vavvelrage annual increaslt;y of 15 rl?g ezs;: I?rl:t;?xt
petrol. consum 189 1_1. ) lf have suggested reasons why a pex:c t: o
inorease is more 1f<ebr an a fixed increase, but we may com o onr
i it ok of ol o e ot 4 il e
: 1 ¢ . etwee anc
an et i wold e et Y o
-zovenue of 410 8 lrom_ petrol. A similar increase of 220 onat
yres would give us an additional 370 lakhs, i.e. ilx) %I(;ti?:)tf‘
L.,

810 of which the sh i -
lakhs. e share of India (excluding Burma) would be 716

17. We have still to conside
“ r the k i
table shows the revenue for the past Se::gs}e:srgl{hes. The following

—— 192 - 1924- .26 -, 7- -, 192-9'30
RS- o N | R |
R!. RG Rs RS. 8. RS-
C188 . .o
. { 7 2

There has been an annual incre '

128 Lee inerease o i
g Tt L (N Al 1
British Inril‘u alonI()e Im’}‘hOf 7 million gallons or, say. 6; a#'lll?enaﬁev
D 01AAE e 1gg81ngrease in consumption in ‘Br?tl'l Loms i
between 191314, and 1026.29 was 51 milion gallons, an e odia
miltion gallons per ajrll.n A fair estimate for the flltl;t'e w ell'age 0}
the excise and eustom um, and 1f it is decided eventuall t(())u d be o
ey take 10 g asn;zgesi(;f (élitxl/ k(ﬁay at 2 annas pei galle(?;;ﬂ:::
the next ten years, f.e., about 62 Iaklfs irfélfas? ;yagegzéagg 201 norense fox

18. To summari
arize, we suggest the following as likely inereasés im

eustoms revenue, includi
venue udin, .
eustoms revenue i— g the two excises which are clagsified a%

;':rom kerosene Crores,

rom motor and allied trades (includs .. 06

- From other s.ourcesled tfi_ldes (including petrol) 9.8
Total .. 104

L
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1€ {ze assumption made in paragraph‘ 16 is given preference over that
i pagagraph 15, the estimate wiil be reduced to 7.8 erores.

, 19. There remain to be considered the effects of extraneous in-
fliences on the revenue. The most important of these are—

(a) Seanty rainfall,
- (b) Decreased purchasing power resulting from other forms of
taxation, :

(c) Pelitical qnrest. .

The motor and allied trades are among those least likely to suffer from:
any of these influences, and we believe our estimate to be cantious
enough to provide for risks under the first two heads The third head
mubt necessarily remain an unknown quantity. Our estimate for
korosene also er¥s on the cautions side and may, we think, be aceepted
as allowing for set-backs. Similarly, we shall not be unduly timid if

we assume npo decrease ander the customs revenues. Serious political

" disturbanees may, of course, completely upset these caleulations, bat
_they should not do so unless they are so serious as to alter radicaliy’

the system of government for whieh these financial arrangements sre’
intended to provide.
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APPENDIX II

ExrtrACT
T FROM A NOTE BY TH
1E SENIOR MEMB ’
g: REg;gETON TUE LOWERING OF THEEI'{nf;‘;x;iﬁ
EEP LE GRAD
; u A AT[SN OF INCOME-TAX.
»

CenTRATL BoARD
MINIMUM, ANDe
[ 4 .

—(Paragraph 267 i
limits hoth for ineozr.le-tsa.‘.\tr

‘4. Lowering of ¢
. axable mni
Zﬂ:lz:ilt:fl Iig;\g:: ?lllggezstgothat the ,exerzig"?ilgr’:'
- . 2,000 angd Rs 600
and shor y oo s, . '
ex:-in; h;)- 1ld be low ered, but has made no s rt;?ipectlvely) Matie
ption. Tmit for fnoos: las « pecifiec recommendation, The

Rs. 1,000 in 19 was raised t .

body yould p::?,(:nd Rs. 2,000 in 1919, I dg rﬁ% 3?100 in 1886, to

Rs. 1.000. If it I:‘e:e that the limit should be placecgpolse that aty-
’ - ] ropos 3 owe

t me that it would I)I(; d];ff;glittzgowe? the exemption limi:, ;.t s:g:xn;

made even under existi oot a d i
rpema arlll((ilelc ]’ﬁlli(llsrtplzg c(ﬁ)\ndmom, that allco:vnz;?:égé 31}:)101}::1 l;)&s heer
observed, practi ‘. As the Taxati ey Should be givem
of actically ecere o ation ;
England’ there isaa}; et,er-‘ taxpayer in India ishzﬁ(.“n?y Committee:
whe pay income-taxarb\ev number of wnmarried per«ll‘med', whereas in
gestion that th - With rcference to Sj sons of both sexes.
- the exemption Limit for | ir Walter Layton's suv-

zyeln without echildre
igher than the exempt; imi
e plion limit i 1
E{o:f%’ 4180 tgtxelddﬁlf]t“ ()L;qsiloni O'rdilrrllarllgéh A
5. 2,400, rovides for 3
%lggx\(&neﬁ_ ff Rs. 1,000 each 1‘7()1'avv§f”bo
e 1_dren), and an earned i o
eome, subjeet to a maximum &HOV;I:I(])

the economic conditi
S ; tions in C
n Judia, though : 1 Ceylon are not s :

gh probably the general stand‘;igy g;ﬁv?:iﬁf;om those
; is higher.

5. It iq aT“;O W
P s an orth mentieni
in the case of a i entioning that altho

a simgle person is semewhat ﬁligflxletrh?na}se? e it
o ndia than in

England, the

h , the pereentace tal:

# T may rely on thectame e as tax of the lower incomey in Indi
i,

gland (£225) is.
s he exemption limit z)ro'—
i 11s interesting to note, i3
: a lqwance of Rs. 2,000, aln‘
mlé 11"Iam11y (whatever the num-
m Ozfx lg';var_xce of 1|5th of the in--

- 4,000. I presume (hat

Incom
British Indis i earned.

(all classes), United Kingdonr .
Rs. - {single parsons)
Income Rs. 2,400 628. ' Rs. |
Income Rs. 2,500 65?6' 20
’ 28.33

Income Rs. 3,000 78.13

Even where the income j

_ s al
Rs. 2400 for all clases | all unearned, the tax on an income of

of as :
sessees ofher than eompanies and re

70

gintered flrms,
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;s Rs. 62.5 in India against Rs. 60 for a single person
in the United Kingdom.
.

s 6. The objections to introducing allowances for wives and child-
sen in Iudia are obvious, As already stated, they would be ad-
missible to the vast majority of individual tax-payers, and, therefore
very costly. Great difficulties would arise in applying such a gystemy
to the Hindu undivided family. It woulu crobably be necessary to
give it a higher exemption limit. There would be mueh more roonx
for fraud in connection with these allowances than in a country with
a highly developed system of registration of marriages and births.
To cheek such frauds, ingnisitorial investigations’’ into the domestic
«ffaiis of assessees would be necessary. These would cause much

desirable to restrict the body

wofk and intense frietion, Tt is highly

of disputable facts on which the [ncome-Tax Officer is required to
pronounce & deeision, but it would be quite mnsafe in present cir-
cumstances—in a large number of cases—to admit an assessee’s claim
that he had a certain number of children without proof, or to accept ’
evidenee on such a point without verification. This is probably why
jn the Cevlon Draft Ordinsnce a flat allowance for a family irrespee-
tive of its size was proposed. That would of course get over the dil-
culty to some extent, but in a rather rough-and-ready, manner.

7. Stcepening the gradation  between Rs. - 5000 and

Rs. 1,0(),:}00~——(Puragrapk 267). Sir Walter J.ayton says that there-
iy considerable scope for the steepening of the progression of the
rate of tax on incomes between Rs. 5,000 and Rs. 1,00,000. We
criticized a similar proposal of the Taxation Enguiry Committee in.
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:
29,999, at all events unless sipaultaneously an.

between 15,000 and :
allowance were introduced on account of earned income, since most
earned incomes (salaries and professional incomes) fall in that rone,.

and incones in that zone arc mainly salaries or professional earnings.

8. At present the income-tax gradation stops at Rs. 39,999. All

inecomes of Rs. 40,000 and over pay the maximum rate ; at present
oné anna and 7 pies in the rupec. Sir Walter Layton apparently
t gradation from Rs. 5,000 to

propeses both to steepen the present
Rs. 40,000 and also to continue this rising scale of rates ug 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
ineomes exceeding one lakh are not to be increased. There will, it
seems to me, be difficulties about companies and firms. 1f the. maxi-
mum rate of income-tax, whatever it may be, is iposed on all com-
panies and firms, there will be a large inerease in the number of re-
Yunds 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 exsmple, on shareholders in companies, a most undesirable compli-
cation. On the other hand it may not be thought desirable to impose
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additional taxation i :

8 on the undistri

additiona tion ributed pro i i

sul»je\zt’ 1.(md1 (t)hJOLtIOIl would, no doubt beg'aift(sl of companies, at all

ma\:imun(l) Lo; undt)t a ﬁvery much highér rate :f ax. i 35, (though
i petty, firms includi ‘

Rasiie on, Detty, pmsemdrudmg all whose income exceeded

ates
ground, though not always with e;n‘évgrs%:r‘lrgix? p Attacked on this
. . . N g .
- ®

tax than the present

. A:PPENDIX

141 A

ESTIMAYES ACCORDING TO Str WarTeR LAYTON’S SCHEME.

Btatement

I!

Central GQovernment.

Budget
2 1929-30 | 1929-30 | 1940-41
i | (including (excluding |(excluding
Burms). | Burma). Burma).
Oentral Revenuo—
Customs . 51-22 47-91 | 54-00(a) | (a) Growik of
revenue +17-50
. Loss of reve-
, nue on fo-
reign liquor —1-50
Inceme-tax o 18-60 14-76 14-00(%) | (b) Growth of
revenue +5-00
Transfer to
' . provinces .. —6°00
Sad .. e 6-36 6-00
Cmnm&cial stampse . 2-00(c) | (r) The estimate in
the body of the ro-
Orher taxes o 1-19 1-09 1-09 port is 1-50, but -
the figure given in
the tahle on page 361
¢ . is 4-2-00
Wotal taxes .. | 76:38 | 60:76 | 71-09
Railways (net) - 6-25 6-00 6-00
Opium (net) .o 2-36 2-36 .
Currency and mint 2-35 2-35 2-36
{net)-
Tributes from Indian <74 74 ‘14
States
Other receipts (net).. 1-17 1-17 1-32
“Fotal | ss.22 | ss-36 [ 81-50
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2 ; 223
—
‘M
\ﬁ;ﬁ}geﬁ [\— Rl 2 4 Statement II.
30 | 1920.30 | 4 '
—_— ; : : 940-41 . . .
(g‘:}r“gmg {excluding (excluding Provtucial Estimates : 1929-30.
» 8-)- Burma,). Burms,) - .
T —————
; T —— b .
Central expenditare— ] - — 212181 .12 . g |Totsl
_ Defenoe (net) .. 55-10 3 g g o 5 2 A g
52:10 45-00(a) (d)S&VIngof7omru = ] -] =] & o 1 <
Debt char anticipated. ot -
ges (net) .. 12-11 1014 1024 ﬂ;;s 3 crores will be Revenve. ) .
Civil administrat; absorbed by the : ‘ . . } . . . . ) .
(net) stration 11-58 10-29 13:00111,) gl'owv?h of civil ex. YLand revenue [ 6:21]5-1213-24 17 1(? 2821175 2-45]1.24 | 29-93
% on post offc, . .39 % peaditure, Excise .. .| 554|380 |225)1-37 {130 1.00|1-28| -64 1817
ation, and forg * .
o orests 33 Btamps .. less{rmm a2 fra ] 5| 221363
st of i )
> collection ., 3-32 3.2 5.1 Registration <A 37| -12] 41| 14 -09] -18] -08} -03] 1-42
Civil works (net) 2.41 941 Scheduled taxes .. | .. | -21f -18] .. | .. ] .. 1 .} .. ]
. ) 2-41
Pensions . . :
" 278 2-48 2-48 Total taxes .. | 14-68[11-11 [10-30 [10-40 | 5-42 | 4-94 | 4-56 | 2-13 | 63-54
Ot‘iert) expenditure 52 5
et), . . . . .
52 Porests (net) o] <10 26| -14| 24| 02| 01| -18] 18] 113
Burplus from L v .
tionofBurmif_Pam- .. 1-00 ' . Trrigation (net) D 23 |—42 }—04 | -09|3:09 }—-05 }—-32 |—01 } 2-21
Surplus . .. . Other sources .oy 1-38 1 3-18 1 1-07 1-03 | 227 | -62| -43{ .26 : 10-24
. . 4-50 _ ’ Total .. |16-39 |14-13 [11-11 {11.76 [10-82 | 5-52 | 4-83 | 2.56 | 77-12
7 otal T ) Expenditure.
. 88-22 82.38 Tl\ Land revenue and
-50 general  adminis-

A ———
\\ﬁ; tration .. .. 1282971 1.91|2461-58|1-02{1-04] .50 | 14-32
' Police . j2orf179f217}175}1-22 85| -621 -30}10-71

Jails and fpstice .. | 1-33 <99 11-4941-1611-07{ -621}) -44) 17} 7-27

Debt .. lre01l206}—o01| -63}—22| -02{—051—01] 343
Pensions .. ol 0] 1] 80| -64) -36 -30‘ﬂ 251 -10] 3-86
Education 12691211148} 204f1-75] -02] -50]| -33}11-m1

Medical and public

health .. . 11.44] o1)1-00] -68] -81] -5¢4) -21] -22] 581

Agriculture and indus- i
66| -33) .41 -54}| -73| -28}] -23}| -10] 3-28

tries .. . .
Civil works >.. 2-41}1-64| -98}| -52}1.84| 83} .87} -76| 9-85
Other .. . l148] 90| -98{ -66] .-62| 49| -3¢4| -23| 5-66
Total .. [16-5¢ |14-41 11.19 1108 | 9-77 { 5-87 | 4-54 | 2-70 | 78:10
ﬂnrpl'us-l- Ll b (s +1e08) L 20| L. [H1e02
Deficit— oo las s o8| L. | AR ST I




8tatement III.
Provincial Estimates 1940-41,

. B
—_— - - I I .18 13
TlE s8]« 3
. = ] & =) & o &) &=
Revenue.

Revenue as on pre. .
vious page +-116-39 114-13 J11.11 11-76 {10-82 5'5& 4-83 | 2-56 |77-12

1.64 56 53 40

Income-tax an per-
sonal incomes {a). . ‘871 1-55 20| .16 .00
Burcharge on income- :
tax {a) .. . 46| -89 .e6{ .32 27| 18! e . 3.00
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2-87 | 274 128 y2.08| -.gg 45 114-00

o Tt ——
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Rxpenditure as on pre-
vious page .
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2:49 } 112 |37.02
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{¢) Distribation baged on population.
(d) It is assumed that loss of revenue ¢ er of commereia]

d by the additiona] excise duty on Foreiay Liguor o stamps
med that normal growth of revenye willbcover no.rmsl growth in

ue to transf
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APPENDIX V.

Dury oN ‘POREIGN LIQUOR (vide PARA, 291 or THE ReporT OF THE
INDIAN STaATUTORY COMMISSION).

Sir Walter Layton’s proposal is that the Government of India
shonld levy an import duty of 30 per eent. ad valorem on all foreig
liquors, and that it should be open to the provinces to levy such addi-
tional excises as they wish. The practical jmplications of this, and
of similar proposals which involve handing over the taxation of
foreign liquors to provineial governments have heen examined ‘und

there appear, prima facie, to be a number of obstacles in the way of -

any successful arrangement on these lines.

: 2. It is an essential feature of the proposals that the provineial
governments should be free to adopt any policy they wish in regard
to foreign liquor, At the outset, therefore, the Government of India
would have to decide what ‘¢ foreign liquor ’’ should include. The
main head ‘‘ Liquors ’’ in the tariff includes the following articles :—

Average
: a2 valorem
Berial Articles. Rate of duty. Dutyin | incidenge
No. . lnkin of duty -
( 1929-36)«
%
1 | Ale and other formented | 8 annas per gallon .e 24 22
liquors. .
2 | Denatured spirit ' .« | 74 per oo, 1 %
3 | Perfumed spirits .. | Bs. 36 per gallon or 15 § >r 5 | 4
spird cent. whichever i higher.
4 | Preparations conta.ining Rs, 30 per gallon or 15 per o
spirit not teated. cent. whichever is higher,
Ditto  tested .. | Ra.21.14-0 per proof gallon 20 48
- or 16 per cent. whichever
is higher.
& | All other sorte of spiris Ditto v 189 .| 12
J EY .
0 | Sparkling wines +» | Ra. 9 per gallon N
. : 15 50
7 | Other wines .. «« | Ra, £8.0 per gallon 4
Total .. | 254

. If the Government of Indiq collected only a 30 per cent. duty
on those classes on which the incidence exceeds that figure, and daty

-
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ap the present rates on other classes, the loss to the central revenues
would be :— * '

R . Lakhs,
1. Ale and other fermented liquors .. .. Nil
2. Denatured spirit . . .. Nil
3. Perfumed spirits . .. . 1
4, Preparations containing epirit .. . 7
5. All oth/er sorts of spirit 138
6. Sparkling wines ' 6
» 7. Other wines .. h h a o
Total .. 152

. -

. 4. The above tables give a fairly clear idea of what we have o
deal with, but from the point of view of classifieation difficulties the
impertant item is No. 4. This item includes spirituous drugs and
medicaments, spirituous toilet and other preparations, and liguors
and cordials, hut not ordinary spirits like whisky, gin, ete., of which |
¢ obseuration ’’ is small. These ordinax'lylr 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 whick
f£all in class 4. are treated as foreign liquor, but spirituous drugs and
other preparations are not. No licences are required for their sale,
ro vend fees are collected on them, and no permits are required for
_their transport. The question at once arises : are they on the one
band to be treated as ‘‘ foreign liquor ’’ and subjected to provineial
wéxcise duties and restrictions, to the very great ihconvenience of those
who trade in them, or are they on the other hand to be excluded from
local excise control, and subjected merely to a central import
_duty which, if it is lower than the local excise duty, may render
them a danger to the excise revenue !

. 5. Assuming that a solution ecould be found for this difficulty, the
next objection that arises relates to the administration of different
rates of duly, and possibly of different classifications of liguor for
duty purposes, in different provinces. The process of assessment
to duty would be carried out in the province of consumption, and it
would presumably be necessary for each province to establish one or
more bonded warehouses into which liquor could be brought after
elearance trom the custom house at the place of import. This would
necessitate in the first place, complicated arrangements for transport
in bond all.over India, and suitable preventive arrapgements might
be expensive and inconvenient. It might be possible for the inland
provinces to arrange with the maritime provinces for the latter w
collect their duty for them ; but it would probably be difficult for
them to arrive at an agreement, for rates of duty in two provinces
and the methqd of classification of liquors might differ. Incidentally,

& gystem of inland bonded warehouses of this nature would mean
"o

.
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APPENDIX VL

Acco (vide PARA. 272, Vou. II or THE REPORT or THB
INDIAN STATUTORY COMMISSION).

sal is for a central excise duty lgviéd

on factogy-producod tobacco and credited to the provincial fund.
ific recommendation regarding other means
taxing tobacco. Those suggested by the Taxation Enquiry Com-
mittee were :—
(i), An excise duty on factory tobaceo.

(#) The levy of a fixed fee based on the estimafed outturn
of places where cigars, cigarettes or pipe or cigarette
tobaceo are manufactured by hand.

(iii) A systera of vend licences leading up to vend monopolies

in specified areas.

Sir Walter Layton’s propo

Clearly any excise duty to be levied on factory tobacco must be
aniform and, therefore, central, but nothing would be gained by
ied on hand manufacture

insisting on uniformity in the fees to be lev
or in respect of vend licences. Such forms of taxation should

remain, as they are at present, purely provineial.
9 A well-organized system of vend-fees, particularly if these

were based on sales, might prove a fruitful source of provincial
i of further study,

taxation, and this is & line of action deserving )
i + be realized that such fees would obviously have

although it mus
¢ collection and, therefore, do not

Walter Layton’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. Tt is not equally true to say that there has been 3

. tobacco and cigars.

gimilar growth in the consumption of pipe
Such evidence as is available snggests that these are being steadily

replaced by cigarettes.

3. The annual production of cigarett
nquiry Committee at ab

es in India was estimated
out 4,500,000,000, and

‘by the Taxation E t ]
t{e in their production may be estimated at about

tobacco used In -
About half of this is jmported tobacco which already

yields import duty amounting to 75 lakhs per annum. Import duty
is also levied on the cigarette paper, which is all imported, and on

most of the tinplate and paper and card-board used for packing.
already paying some 80 lakhs

*The Indian cigarette industry. is thus
lent to about Rs. -1-13-0 per

This is equiva )
At present no definite information is available

thousand cigarettes. . 2
as to the average prices at Wwhich these cigarettes are sold, but wd
believe it to be not much more than Rs. 5 per thousand, so that the

of duty annually.
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) L] <
Vincidence of this taxation is, even now, probably more than half
that of the duty on imported cigarettes which averages about 6h per
cent. ad valorem,

4 Even in these circumstances the Indian factories find it
difficult to compete, in all except the very cheapest brands, -with
_imported . cigarettes, and the largest manufacturers in India about
a year ago decided to postpone indefinitely schemes for the extension
of their activities. It is fairly clear, therefore, that-any inerease
in the taxation of the local product, to be remunerative, must be
accompanied by an inerease in the import duties which at present
press most heavily on the cheapest brands imported. The problem,
iherefore, resolves itself into a decision as to what further increase
our import duties can bear without checking consumption to such
an extent as to reduce revenue. This question needs further inves-
tigation which will involve the collection of much more detal!ed
information than is at present at our disposal, information which
will take time to collect. All that can be said at the moment 18
that Sir Walter Layton’s estimate is much too high and that a sum
of two crores is not' too cautious an estimate of the probable annual
revenue, after 10 years, from an excise duty on cigarettes.

5. These considerations raise the question whether in order to

avoid a clash between provincial and central interests, it will not.

be convenient to irelude in the provincial pool the proceeds of the
import duty on all articles subject to a central excise duty col-
lected for provincial purposes. Sir Walter Layton, for obvious
reasons, contemplates this course in respect of the salt tax, and it
may prove desirable to extend it to other taxes of a similar nature.

6. The cheaper classes of cigarettes are sold in competition with
bidis which consist of dried country tobacco rolled in leaf instead
of paper. There is a very large consumption of this form of tobacco
which, formerly, was produced entirely as a cottage industry.
Recently factories have been started in certain provinees. 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 licenees.

dited direct to the provinees in which it is collected.

7. The provinces w!lo 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 revenue from tobaceo, it is doubtful
.whether anything can be done in this direction in the near future.
An agitation against smoking, and irf particular against cigarette-
‘hnoking, has beeri a prominent feature of the recent political

<

Such revenue would naturally be ere-
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of India, and the generalTﬁcox.lom(l)(; tdfll\)li%
o B e mOvemfe nt cor:)slil(gﬁg‘ag}fe tizm:{lrren: tl'llrl;fncial year
at t?bac?:?laflorhzflhfe tlfizStno:rlnlgln‘;igure, and.any inerease intltx:x:::c)lrt:
::ethgsiresent juneture is likely ‘tq result in a set:bacl;t t:n A
which may seriously prejudicé the prospect of mak.mg

ing sougce of revenue in the future.

_s?tuation in many. parts



APPENDIX VII

EX0OmIs2 DUTY ON MATCHES.

(Vide paragraph 273, Vol. II of the report of the Indian Stalulory
" Commisstom.)

Sir Walter Layton recommends an excise duty at the rate of
the present import duty and considers that it should yield about 3
crores. This implies an annual consumption of 20 million gross
of boxes. It was only at the beginning of the past decade that the
manufacture of matches in India began to supply an appreciable
proportion of the demand. Before the war the annual import

amounted to some 12 to 15 million gross, consisting mostly of British,

and Swedish matches. . During the war there were very large imports
of inferior Japanese matches, and the highest figure reached was
about 18 million gross in the year 1915-16. No doubt the inferior
quality-was largely responsible for the increased consumption. The
consumption is bound to react to any considerable increase in price,

and it would not be safe to rely on a consumption of more than 15
million gross annually. ’ ’

2. An important faetor which will militate against the sucecess

of an ¢xcise duty of this nature is its almost inevitable unpopularity.
Although, no doubt, there is specially heavy consumption of matches
among smokers, the bulk of the match consumption is aceounted
for by other purposes, and the burden of the greater part of the
tax w111.be fairly evenly distributed over the whole bulk of the
population. Thus every objection that can be or has been raised
against the salt tax can be raised with almost equal force against
a duty on matches. It is a tax, moreover, whose effects will be
much more strikingly apparent to the consumer than the sffect 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 much more successfully than the salt tax. Eegnomy

in the use of matches can be practised in numerous ways and would*

undoubtedly seriously affect the revenue if an tati st
the tax took place. Y agitation agar

.

3. Sir Walter Layton endorses the view of the Taxation Enqui
Committee that ‘‘ care should be taken to fix the tax at such aqle:gi
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 matches
-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 wounld
almost certainly have the effect of raising the retail price of three
boxes from two pice to three. Thus while the duty would enly bring
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i : i uld be universally felt. If the duty were
at ak%gth37*r;at§h:i1; 'fgur annas, the retail price Jper box.wouid
8°t ; bllg t::leance to two pice, and unless the duty were raised te:
pr% . yof from Rs. 2-4-0 to Rs. 2-8-0 per gross boxes, the grear’s
p gurfe the increase in price would go into the mangfactll:re Ay
parig In other words, there will clearly be great dlﬁ(ﬂ% yth:ar
gO:ki‘;j a tax conform with the condition that 1t shall not fur
g ;

enrich the manufacturers when it is applied to an article commonly

. sold retail in quantities whose price is the smallest convenient unit

of coinage. It may be observed that tl}e higher rater olfogutg, }3;111121;
wpond to a retail price of two pice pe ,
glogdth(;o?;zpimposed in many European countries,

4. There are various methods by which a %utytic:)i; ﬂ}gflqililxlg
mi; ht. be collected. The one favoure@. by the Taxatio e
Co%nmittee is the application of a label in the form 'i‘)i ae bancery
which It b ey b(;fore- ?yit;l(:gx t‘lzla{z sb;stle?snt:d’;o im;grted matches,
difficulties in the way ol app E ; matehed

8 re under consideration. Another gra

miit Otv]:/lielxl' b?cigzd?)o:sibility of manufacture in Indian St?tezccz:g
:?:1 sg;ms certJain that before the tax can have any chance oi § ,

agreemenfs will have to be reached with the States. -
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APPENDIX VIII.

TERMINAL TAXES,

1 "
stitate 'Iz'lhew]::;?lgtﬁ P10s1txon._——'l‘erminal taxes
in India, having be:::)i' unimportant factor in loe: A
.guth'orities. The Schedxﬁ?o';ed in Ilt)lace of octroi byotc:::'t t'amit]ori
Council of an i axes Rules permi egisiative
authorizing agy pll;)(:;,lllnce to pass legislatiolx)l iﬁlt the Legislative

5 authority to impoge sucﬁ%m%; " Wieol of
, simil a tax. Wher

Tth July 1917. T . ohich oy 18y be exercised in ethi
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1 tax y other
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ax : 1
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; erminal taxes and octroj, Ml authorities

2. 8ir Walte

r L -~

mfands the levy of aaty:f r!rlx’s proposals —Sir Walter
rdilway station in Indj mal‘tax for provineial er Layton recom-
by railway offcialg . 8.1:(-1 i’fhls t?x would appargzpoies at every
’ would be su y be collected

supplemented, wh v

) e€re neces-

sary, by a like im

v pOSt .
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i . nsidaers
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absorb the latter in i
. h T In 1it. A :
ministrative arrangements l;)s\(x):p-ttmn would obviously facilitate ad
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eompensating th: 2. ould i
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g e stated th sulting loss of

- elined to regard at Si
tinancial Sygtem _thfepl‘oposed tax as a permanfllll; Evalter is not in-
the country’s preg supports it as a te eature of India’s

present stage of econ mMporary measure, suitzd to

3. General off. omic develo
ect of th Ppment.
ever shape the ¢ 14X upon Raj ina:
Proposed t : silway Fi o
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8o far as rail-b upo
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diately i i ' i
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ght rates, the urgent need of Whicht the reduction of fares
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a revenue
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o
ing that the central Government is to surrender to the provinees
such®portion of its revenues as may be found to be in excess of its
®quirements, it may be both convenient and justifiable to give up 8
portion of railway revenues and even to increase the costs of trans-
portation in order to create a margin for surrender. The state rail-
ways in India are at preseut singularly free from taxation ; sinee
they are neither burdened with heavy loeal rates mor assessed t0
income-tax on their profits. On grounds of abstract prineiple, it
would nor be improper to raise railway rates to a height which
would yield not only a fair interest on borrowed railway capital
but also a fair contribution to general taxation. Rates must, how:
ever, be fixed with dué regard to their effects upon traffic ; and it
is Smore than doubtful whether the cost of iransportation could
now be raised to the height contemplated by Sir Walter Laytoh

without serious results upon the working of the railway system as

a comumercial concern.

4. Effects of the tax upon railway trafic.—Apart from the
actual surrender of railway revente, there is ground for supposing
that the imposition of a provincial tax of this natgre might have
deleterious effects upon railway traffic. It would be undesirable
{o favour short, as opposed to long, distance traffic by exempting
it from the tax. , Unless, however, it were exempted, its taxation
musi inevitably lead to the diversion of traffic from the railways
to the roads. As long as the proceeds of a terminal tax aecerue
direct to a local authority that authority may be trusted to make
some sort of attempt to collect on traffic so diverted, and by s

doing to discourage diversion. If the tax became .provingia_li “the
incentive to such efforts would be largely lacking. Similarly,
there would, in the case of goods carried by river and particularly

by country boat, be greater opportunities of evading a termina
tax ; te a diversion of traffic. In

and this also would {end to crea
maritime provinces, there might be gimilar diversion to coasting
or other vessels. Again, the fixation of freight rates is a scientifie
proceeding, and, if it were conducted without detailed knowledge
f loeal conditions, the results upon traffic might be serious.
Pinally, the desire to avoid double taxation would operate to deec-
rease the traffic to and from the present local distributing centres.
- 5. General conclusions.—The general position may be sum-
med up by stating that, if the central Government is to surrehder
ay be surplus to s

to the provinces such part of its revenue as M pl
) theoretical objection to the sirrrénder 6f

requirements, there i8 no je:
rom the railway system. The possibility

surplus revenues derived ) j
ilway surplus by the enhancement of transpertation

of creating & ral ement ‘
charges would, however, require careful investigation before 1t
eould be held to be established. On the other hand, the partieujar
method of effecting such a surrender _which is proposed -by Sir
Walter Layton is liable to produce disastrous effects. u,ponﬂ'g .
volume of traffic borne hy the railways and, therefore, upon, thefr
It has been suggested, as an alternative to ﬁ}r

gross revenues. 1t] ,
he terminal tax, though collscted.

“Walter Layton’s proposal; that t ax, tho
suld remain a source of local authorities ' revenue ;

the. proceeds being distributed by local Governments to the ';l_o'c-!hl
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authorities under their "
finances by relievi eir eontrol. This . .
tain cash f'.o;i:.li?vx?g the budgets of the loc‘:{)‘ggv: ssist proviucie)
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vied by loca

authorities ; bhul it w i
athor ; , ould, in all i i
vujections urged against th’e provin?:?:ft';z?l points, be open to the

6. Assam.—While th . .
the introducti e the foregoing objeeti .
revenue, (i?ct‘:v(gﬂlgf }teermmgl taxes as a éggg?ﬁss&re strong against
tion, as a special me possible to argue in favmfrurocfe {’ff provines
for example, in the nst&re, in special sircumstane el mstx?u—
have pointe(’l ouf ﬁrg!';mt’l:lcte of- Assam. The Govesir:: c:x %S Ae gxst,
been introduced st, that neither octroi no nment of Assam
»d by any loeal i nor terminal tax has yet
gecondly, that it is i al authority within th s ¥9
Seance. the dev in urgent need of th the provinee ;
ce. elopment of int ¢ proceeds in order t
ereasing the volume of th internal communication raer -0
O . thereb -
that it is. in a fes & tra.de and of railw o y o
traffic, which ?;,s;t;ogotq exercise effective cont:‘g’l traffic ; thirdly,
by rail ; and, fOurtlg xtlll:lately equal in volume ;’(‘)’ezhrlver-bo.rne
the railway system 3:1, th:: ﬂtl}el province is situated at ?}fe c: r«??)(}f
goods only, ¢ i ~ the tax, if im ¢ en
are not Wi}l’}il:!(l)i‘?l lf(})rggt ?II,wral_‘e as a transit dl?to e Thu pon imported
. The circumstances of thisxy 'nrovix?:: : rgumeptil
. re special,

and there is reason t
‘ o0 hope that a proper utilization of the proceeds of

traffic within 1t bDera’te io increase, rather th imini -
vion in detail &hiﬁde{s' _The question requires Jiminish, ralwey
results of such rpvesit i t?’*i proposed to undertak er lﬂYestlga-
‘pyesirgation, the question wheﬂlere'thek)?dmg ﬂll:

' ax shou

be imposed u
o pon (‘ﬂ)orted ood
traffic may be regarded as gopelf_ as well as upon imports and loeal

7. Bihar and Ori ,

also have repr nssa,:~f}1e Governm .
vincial pui:)g;::en?f :}lll'em desire to {mp‘):l;tteﬁa g;llmtl; xa;gcdf Orissa
‘Assam have 00 applicability ; & the epecial considerations or pro-

vo applicability ; alth cial considerations ur

not yet been levi y ; althvugh it iy t rged by
objections gol:x‘:;e(:agy local authorities in -:;ber%iogat such taxes nave
ease. Their develo ss as a provincial mpest are ?ce.r The gencrq,l
loproent. 2 2 sonrce of munici;&p;c&ble n this
evenue must

be governed b :
. y the polie :
tion, for India as a Whol(e), which muy be adonted, in this connee-

. Th

taxation by local a e
uthorities.—A
exn at present b Jrvs. s already explai .
. fnaneing local b% daiuthonsed by a local legisﬁt ;rrled, terminsl taxes
July 1917 ; and canes}’; wherever an octroi was i e,f as a method of
sanction in each case zfl":}'::qo in other local are?;g ::&% (’:1111 the G'thI
matter for consi deralt’ yovernor General in C the specia
typed under ihe rew ion whether this position sh ouncil. 1t is @
. attentio Lo rew constiiution, and B Qllld be steree-
that neiltlh:;t- :htz r(:lgve{nment of India. ﬂi: g::slt;:: l1)5 engaging the
: inal tax nor . een recogni
taxation. . an octrol consti it
The former is apt te become l;;i’{let“::r:ntﬁi;al i'c;r.m oi
a transi

237

duty ; while an oetrol, even where it escapes this character, offers

anlimited opp‘ortunity for leakage of Tevenud and frequently
eperdtes to hamper and restrict trade. On the other hand, indivect

taxation of this kind is undoubtedly the Jeast unpopular form of
taxation with the Indian publie; and its replacement by direct
taxation vielding equivalent proceeds would be 2 matter of
grave diffienlty. These points will be borne carefully in mind
when the question is investigated. 1f, however, cither terminal
tax or octroi is retained as a legitimate means of local taxation, it
will ve esseniial to reserve to the central Government well-defined
powers "of direetion and control. There are three main purposes
1o be served by such control. In the first place, the central

(tovernment must preserve for itgelf the possibility of preventing'the
imposition of a tax whieh will trench upon a cen

tral source of reve-
pue, though control in gneh cases should not be cxereised with
undue rigidity ; secondly.

the powers of local authorities to tax
the central Government jtscif must be strietly limited ; thirdly,

there must he authority to forbid the imposition of taxation which

would be contrary to the obligations undertaken by the ceniral
Government in comamereial sreaties. With regard to the third of
these points attention is invited to paragraph 17 of the memoran-
dum relating to financial relations between the Government of
India and the provineial governments which was prepared by the
Government of India for the Indian Stat tory Commission.
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APPENDIX IX.

MEMORANDUM BY THE GGOVERNMENT
DATED THE llte JuLy 1930, o
SEPARATION OF BURMA. '

Nor Inpia, Finance DEePARTMENE
THE FINANCIAL ASPEOTS OF THM

I.—Effect on revenue and ex i Panas,
ment of India p?l.ldmln of f.he Govern- - i 8
II.—Effect on currency arrangements .. - B
IIT.—-Miscellaneous .. a o
AxNExURe 1.—Effect o N o » 15
P from duty on :ﬂggzernment of India revenue

ANNEXURE II.—Memorandum on paragraphs 6—9 of

Appendix t .
report. o Part VIIT of the Commission’s

L—Effect of separation on the revenue and e
Government of India.

In paragraph 222 of their report the Commission say :

[

Thoubgeh ;Efe?;tiual settlement between the two countries must
concerned r;ed by subsequent negotiations, we are here
general co (; note and endorse Sir Walter Layton’s
e suchne usion that separation could fairly be effect-
countr, andatway 23 0 do nd financial injury to either
o et ey e et e o

. . a balance for d
poses in excess of that which she obtain:vg(-)cli):)l'efl’t par

The i i
conclusions arrived at by Sir Walter Layton, and the various

assumptions made by hi : .
graphs ~— Yy him, are examined in the following para-

2. In paragraph 3 of
. th i
defence has been put at 3 er:reng;%dlii

whole amount of this contributi
mlht.ary expenditure. ’l‘herg;;}gﬁ)lrllt
gily it is gpi}fy a rough estimate and
*be very different. Moreover, it i
b ’ t » 1t 18 not certai
Burma’s expenditn o defnc wil'he's Qv o Tntis’s
b theeb ough, if the atrangements contempl fod in pana
OmMmISSIon’s report are made, this w%l?ti(:g 1:1111 foase.
, e Casc.

The Burma Government in
: ) paragraph mem
separation which they prepared %orpthelgoﬁnfig:ionepg:aﬁg am é"?
e contri-

buti .
uion for defence at 123 lakhs, i, roughly the actual expenditure

rpenditure of the

l?urma’s contribution to
'l a8 been assumed that the
rnk 1 be a deduction from India’s
AKen seems reasonable, but natur-
the actual contribution fixed may

Tndian revenues may suffer more
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e, incurred in Burma. Clearly, the esiimate of the Burma Goverr-
ment is too low, but it is possible that Sir Walter Layton’s estimate
will 1proye to be too high. In any case the figure of 3 erores i9
problematical, and the possibility of a lower figure has to be cou-
templated in considering the effect on the Government of India

finances. :
3. In paragraph 4 of the appendix Sir Walter Layton puts
Burma’s share of India’s debt at 30 to 35 erores with a net interest
and sinking fund charge of approximately 2 crores a year. Nothing
is said about the capital expenditure in Burma, e.g., the ea ital at
eharge of the Burma railways, the idea being apparently that the
Burma Government would take over the capital commitments of the
Government of India in Burma on terms which would involve no loss
to ™dia. The Burma Government in their memorandum on Separa-
tion put Burma’s share of the unproductive debt of India at 24 crores
and assumed an annual payment o} 122 lakhs to cover interest and
ginking fund charges. There, again, the figure of 2 crores is problem-
atictl, and the possibility of a lower figure has to be contemplated.

4. On the revenue side, Sir Walter Layton makes the following

assumptions :— o
(a) Indo-Burmese trade will become subject to existing cus

toms duties with certain exceptions noted below.

(b) India will impose a duty on keroseme imported from

. Burma at the same rate as on Kerosene imported from

other countries, and an import duty of 4 annas on motor

spirit imported from Burma. (The financial effect of

this is worked out on 1928-29 figures but allowance is

made for the reduction effected in the last budget in the

import duty on kerosene at the end of paragraph 10.)

(¢c) Burma will repeal protective import duties now in foree..

(d) Burma will impose the existing export duty on rice sent

to India. (The figure of 60 lakhs given in paragraph

» 7 should be reduced to 45 lakhs on account of the re-
duetion in export duty in the last budget.) )

These assupptions are reasonable, but it is possible that the tarlff

Burma will be different and that

arrangements between India and :
ndias than is estimated.

5. To complete the picture one further ass(llxmptio? ;ms to be
ma . . that India would impose an import duty of 4 annas an
oul?:é g;f’silver imported from Eurma. Annexure If 1;) (gns memo-
rand hows. that if this is done, the Government of India revenue
fPOmu(li,rlt?es on silver will be practically unaffected, whlle the Govern-
ment of Burma would obtain very little from an import duty or am

excise duty on silver. - ‘
ing is : ir Walter Layton about the loss on the
§. Nethng = sid by hs in B}l’ztrma. The loss in Burma

S on : osts and telegrap X
working of the P e defieit on the working of

lakhs per annum and th
would be aboutt5o ; Indgae posts and telegraphs would be decreased

:l\l’e aG gﬁxsl;ﬁﬁamg amount. As regards railways, the.annual gam:
to the Burma Government will be about 50 lakhs as against 25 lakbs

~

-
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assumed by Sir Walter Layton. The rai A
X . e railway r
Eent of India would also a corresponding :g;‘g;:ngii (;.fs e 'Govelllvp.
refn agrei;znt a}z;rangements for contributiong ’ suming that
ine
pomai unchanged, the effect on general

from railway revenues
revenues would not be
¢

7. From paragraph 11 of t .

Walter Lay tor} rgalizes that hi;hiss $§S:§gg nllt;a 1sbclea1_' that Sir
mark, for he indicates tha India may lose by the separation. n
not be safen';f) ancestthe Finance Department consider &al;a 'lton. i
tion could fairlacc}fp at present the Commission’s findin zh ; would
%o India. The}): ;03%%1?3“,1;, :;ml; a wafy as to do no ﬁr?anc?alsiel%?lr:v;
' : ' » 80 80 far as to sa v
::(?liiidfflgtlybg eo;ﬁ:xi;gd‘ In such a way that the reieigélalf)s:ef: rIatz{)in
importance in {ficlent magnitude to make it a fact ont

considering the pros and cons of separa:;'orgf %:e?:

fairly clear that a special i
) committ i i
out the details of the financial Sefae\;iln{mve fo be appointed to work

8. The Finance De
€ ] partme
on Burma’s credit in the eventn(tfacce
of paragraph 222 of the report,

pt the vigws of the Co;nmi%sion
separation given in the second half

TL—Efec ion on \
fect of separation on currency arrongements

9. If Burma is separate
parated from India, th ; .
zlflrlg?rcgasys§el}§1tby Burma has to be contémlﬁaiggptlgrlil of a different
might adopt one of the three following‘courseeS;Grove.mmenc

o) T . .

(a) htel:l); 1;1511;‘5 ;:tam the Government of India curreney in
Government )c')fasin{drizq c‘lllrl)'rz(r)l the %) o used) b
: ; ey. In vi
f;zctlethzqcmtlﬁgtlon l{etween Burma andleﬁdoii t:fldd:ﬁ:

people of Burma ,
: are ac
f:\}r)gzrcgr:ﬁgy, there would be a good ili?lofgege tsoa.idﬂ']e
Hvour Govéin(igg;ie. wiIlf i;} possible, however, that tllll;
B ] avour a curr
Syszcél;lw;)gllgugzezzxg-dilepe(r;)dent ‘on the Ing;:frf‘ 'cu?r’:flecl;
d in b i

dependent of the Indian cur)renil}(r):ygtren(:ompletely "

(b) The
Government of Burma might adopt a system similar

to th ich i
monei; r(;rf Igﬁzlgﬁdwiltnch is briefly that the rupee is the
Tndis, ramely, s exchange value is the same as i

) 1s. 6d., but tl
its own : . 1e Ceylon Go
in forma?ig;e il:S:gta:vda illt:btl)wn subsidiary cz?;.nml%?f:h?iat:
by the & regarding the
¢ Ceylon Government against t%lis mftiseigzgz kgﬁz
y

the reserve ig
13 presumably com R
ru osed
pees and parily of securities pof the?gggrlglfne;l:vzz

India, th
G0vernme(;1utgliln ﬂa:glc‘fiti?:y ISN: }sleeurities of the Ceylon
: . - Sue :
:.1 d:ﬁslz break with the past, and%v:ﬁ(tle?t‘?ould avoid
andard coin—s . etain the rupee

. A point which mi
siderable importance, especially in thengfxwgidogr::&-

4
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It twounld also avoid exchange fluctuations between
Burma and India and would, therefore, tend to facilitate

trade.

(¢) The currency System of Burma might be completely
gseparated from the currency system of India, and
although it is probable that the Government of Burma
would have a coin corresponding to the rupee as the
monetary unit, and that the exchange value of the
monetary unit would be 1s. 6d., the Government of -
Burma or a bank to whom they might entrust the work
would be responsible for mailtaining the exchange value
of the monetary unit quite independently of the Govern-
ment of India.

N

10. If either of the alternatives in paragraphs 9 (b) and 9 (e)
were adopted, Indian currency now in circulation in Burma would be
replaced by currency issued under the authority of the Burma Govern-
ment and would have to be repatriated. The arrangements for
this repatriation would depend on the system adopted by the Govern-
ment of Burma, and it is necessary to examine briefly what these

arrangements should be.

11. If a system on the lines indicated in paragraph 9 (b) above
were adopted, all the subsidiary coin and the notes now in circula-
tion in Burma would be replaced by new subsidiary coin and new
notes. If no special arrangements were made, these subsidiary eoin
and notes could be shipped to India, and full eurrency value could be
obtained for them. Such a procedure would not be fair to India for
the reasons given below. As there are essential differences in the
position regarding the subsidiary coin and the position regarding the
notes, they will be dealt with separately :— e

(a) Subsidiary coin—As the profit on the issue of npickel aad
copper coin is taken to revenue in the year in which it
> - ig issued, the profit on the nickel and copper coin now
. in circulation in Burma has already been credited to
the revenues of the Government of India and has beea
used for the common purpoOses of India and Burma.
The profit on the coinage of small silver coin is deali
with in the same way as the profit on the coinage of
gilver rupees. In parsgraph 12 (a) below it is shown
S that no profit has accrued to the Government of India
on the coinage of silver apart from sums that have
already been taken to revenue. It would be unfair to
India if the Government of Burma were to withdraw
subsidiary coin from circulation, obtain its full cur-
rency velue from the Government of India, and issue
in its place a fresh subsidiary coinage on which they
would mske & large profit, while the Government of
India would lose a corresponding amount on the sub-
sidiary eoin withdrawn from cireulation. 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

. .. B

-
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Government of Burma new subsidi i i ;
zﬁ?:gsnforlthe subsidiary coinagzldvlvait d::;?xggéolli fli:
eulst eiﬁhernh ;\thetrh words, the Government of Burma
could cither b e their new spbs1diary coinage exteuted
at 8 demande:;ll: of qula mint free of charge, or they
o emand flts(ﬁ‘iull_um 1va_lue of the subsidi:a,ry coin-
e T circulation plus the cost of rezoin-

(b) Notes—As the profit on the note i )
e issue ig a re ing i

fxlllgn tf}f%‘;-eilxllénjtilltl of hBurma would be enti(?ll:;n::% 1;5)0;;1:
o o the | exchange value of the notes repatriated
e question to be settled would be the forn:
h s IIl)ta;yment should take. Assuming that .the
reTve mman 1;1ed by Burma would consist of ru‘i)ees
prich matieo the Government, of Tndia, it would be
e whir }11:0 make payment in these forms in the
proportion © thct might be desired by Burma. If if
e aaded t at a part of the reserve should be held in

ont pe fe Governmenfc of Burma, then to this e
L of a decrease igrtﬁgt:illc;%l;?rifa ey take the for}z:
. ment of Burma to the Goven;)metrlxlf ‘gfel%;g_f the Govern-
12. If the Government of Burm o
g,;gezdent currency system on the 1j

ove, rupees would have to be repatri i iti

ooin and notes. The position regall)r(iinzte:c(}xe1 nslfl?s(iltlltiﬁ; tgo?llxlbsis(i)iﬁ

be the same as that indic i
t
and notes are dealt with b:loig :gl- pazagraph 11 (a) above ; ripess

a) 8il
(@) gﬁg‘c ﬁ‘uﬁ’:&—’l‘he profit on the coinage of silver coin
g establisﬁcfirued since the gold exchange standard
s ot Duei » has been credited to the gold standard
roset s;;and'd:dng the last few years the interest on the
Sad i e reserve has been taken to revenue
P S0 tll)r as the interest on the gold ’standarii
haeva B t?l egn taken to revenue, Burma has alreac
coinage of &1 advantages obtained from the profits on thz
thoeh o e rupees. The present position is that al-
hough we b g;le 1nc{1rred large losses on the sale of silver
Do Aapitaam melted coin and these losses have not
of the aore 1:0 ‘(clhe gold standard reserve, the amount
ol diffegr o sban ard reserve is not suﬂici’ent to cover
valne of thgesi fég‘etﬁ 1téle1 Il;utllllion value and the exchange
e paper ¢ :
i o T o
) of silver, it m i
:E:E; cxf':giled I?Ot ?c‘aevs:n?;n the gold 'S’ﬂmdaa;ly;'dbel‘t‘.ﬁ:;:!llt'lvet:h!;’l'f
;f;linage of silver, aud th e 1o profit has acerued from the
e most, therefore, t '

_vyo;ld be entitled to dgxigrfgefr?&vimmézt amast of
(ﬁl ia would be the bullion value of the eap it
awn from circulation and repatriated p{:sp?lsevgot:‘t-

ues indicated in paragraph 9 (¢)

a were to adopt g completely in- |

at a loss will probably eventuate,
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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
Government of India. A fair arrangement would seem
to be that the Burma Government should be paid in
gterling an amount which would bear the same propor-
tion to the total amount payable as the sterling and
old reserves of the Government of India (including
the gold standard reserve) bear to the total note issue of
the Government of India. Such an arrangement would
give ‘the Burma Government the same proportionate
sterling cover for their note issue as was held by the
Government of India, and as there would be a-reduction
in the Government of India note issue corresponding io
the amount of the new Burma Government issue, the
Government of India’s holding of gold and gold
gecurities 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 gilver, 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 clause

on the followirg lines might be suﬂicien’g —
* ¢ If the Government of Burma adopts & new currency gystem,
payment by the Government of India to the Govern-

ment of Burma for Indian eurrency withdrawn from

circulation in Burma and repatriated to India shall be

limited to an amount which will represent the cost to
the Government of Burma of replacing the currency
withdrawn from cireulation and shqll be made in such
2 manner that the gold and sterling reserves of the
Government of India would not be proportionately

weakened.”’ "
. ply, the Act would name some au!:hority, probably the
BritiIs,lll‘ea%?:rngl’ent, as the authority to decide differences between the

i d the Government of Burma which might
Government of glndm fhe provi the Act, and this authority

out the provisions 0
would have to be the authority to dgcide the extent and the form of

: B2
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payments to be made by the Go i |
of Burma for currency ¥epatriatvefll.‘nment of India to the Government

14. In the above paragra

h wmoti
the currency arrangements ip § the assumption has been made that

n India remai
event of the Government of India note i;:u :sb:litn gpr::;e)?atée d'h‘:) the
y &

reserve bank issue before g ne
vauk W Currency s is 1 i
]1:301111')1:31&1,[1 ;g;c;eéltilér%ingements regarding ﬁgrﬁf;“fv?ufg m‘tioduced n
bank. Whatever cu?ﬁex?gyhzl)l's;élngl OV?rh:';he e e %Otl?éﬂze;gzg
B might eventual
urma, presumably no change would be made untillys:;ea(tlionlztedf:) ;
time aflar

separation was effected. During thi d the In
) . . this peri dian Currency
and Indian Coinage Aet would havles t()e I;gplt ioIBul: urrency -Act
y ma.

III.—Miscellaneous. ¢

15. Some of th i
€ Imore important questions which the Finance

Department will have to e¢nsi
> 0 cons if it i i
from India, are dealt with bellgxir"if it s decided to separate Burma

(1) Ways and mean,
4 s.—Pres :
would arrange with the Imperialllm]g:g];’ the B}H‘ma Government

business on much the i

same lines as th,

of the Govern 1 $ the bank now cond i
over control oﬁ]ﬁi iﬁsgggég.w'lie Burma Goverlxlmljacl:: t\}:'zl?llcllmslelss
ment of India should probably arrangs qo ey o7 (e Govern.

arran, A
as long as Burma used Indian CUrrenE; to maintain currency chestg

(2) Government -
. of Ind o .
a considerable volume of Gozgef'flﬂfgltg eg held in Burma.—At present

Burma, and interes
. t i3 payabl
it is desirable that Bu > atany treasury in B
rma holders Y 1n Burma. Clearl
at the time of the separation shoelflngf Government of India secunmg.‘;

r t
at any rate as regards seeurities s ontinuance of these facilities,

separation, thouch it wil

transt gh 1t will probably be undesi

o giv:;s from India to Burma. The (;:vei'srimble to, allow further
a commission on the amount of intere:gelr)lt'(f F Burma. could

aid.

and debit the amounts to the Govern

would have to be given a commission ?oexfl 2}35 g;di.a' Probably they
vice.

(4) Post office savin

gs bank deposits — 3
Itnetho & of procedure probahly Woulgo;z:s.fo I?hthls case the simplest
o take aver the savingy bank deposits from Ehe e Burma Government

the debt of the Gevernment of Burma to the Goz::gﬁen: og,I]g%iil:
. ent of India’

Government of Indi

-ment of India on th
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being reduced accordingly. It might be said that the depositors
would have reason to complain of such a transfer, because their de-
Posits would be transferred from an institution backed by the credit
‘of the Government of India to an institution backed only by the
credit of the Government of Burma. This difficulty could be got over
by giving depositors notice some time in advance that their deposits
were to be transferred, so that they would have an opportunity of
withdrawing them if they desired to do so.

(5) Provident fund deposits—Presumably, the provident fund
‘deposits belonging to officers of the Burma Government and any
officers of the central Government which may be transferred to the
Bumma Government would be taken over by the Government of
Burma, who would also take over the incidental liabilities. The total
amount of deposits would be presumably deducted from the debt of

the Government of Burma to the Government of India.

(6) Other deposits—At present all deposits received in Burma
are taken-into the balance of the Government of India. Presumably,
the Burma Government would take over these deposits with the ineci-

dental liabilities.

(7) Family pension funds.—Presumably, officers serving under

the new Burma Government would not be eligible to subseribe to the
Government of India,

family pensiorl funds now administered by the
but.the Government of Burma would start similar funds of their own.
Arrangements would have to be made to transfer officers’ subserip-
tions from the Government of India funds to the new funds of the
Government of Burma with probably a contribution from the Govern-
ment of India to cover the period during which the officer was in the
gervice of the Government of India. Here, again, the total amount
transferred could be taken in reduction of the debt of the Govern-

ment of Burma to the Government of India.

(8),, Income-taz—Most of the trade in Burma is conducted by
Indian or European firms which are at present assesged to tax elthgr
in Burma or in India on the total income from their operations in

both eountries. The question of double income-tax will, therefore, be

of considerable importance.
(9) Staff —The conditions on which the Government of India’s:
staff employed in Burma will be taken over by the Government of

Burma will have to be worked out in detail.

ailways—The terms on which the Burma railways will

be ta(];:lgn) olfrer wggl have to be worked out very carefully. They are
overnment of India railway

table portion of the G
the most prof if ilt) is decided that the Burma Government should

stem, and even 1 _
zke 1:11’1 future the full profits regardless of lolsse?1 whlgh mayt h::lve
i ast. 4.¢., that they would merely Dave o pay to the
oceurred in the DR, 4 2 capi t charge on these railways, the rate.

i hich the Government of Burma should pay to the Govern-
o adin e capital at charge will be difficult to determine,
as the capital has been raised over a period of years at different rates

of interest. .
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U'l) Posts ¢ . .
the Posts and Telegfa;ﬁlegraphs.—'l‘he terms on which the assets of

Government wi Depart .
il have to by et Will be taken over b
. the Burmé
(12) Qovernment worked out in detail. v o

a difficult questi of India Ig - :
¢ ot eston i D a s e o, e M

be hand Possessi
ed over to the Governnloeliltof,fﬂ]’;u?OVernment of India should
ma, ;

o
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ANNEXURE 1. (See para. 5.)
Production of silver in Burma.

! . (In thousands of fine ounces.)
1024 .. 5288
1926 4,832
1926 . .. 5104
1921 - .. e . 6,004
1928 . 7,408
1929 . e 7,290
Exports of silver from Burma.
P Y
. Straite  [Federated
—_— India. Settle- Malay | Mauritius. Total.
ments. States.
1924-25 . .- 5,430 5,430
1925-26 e 4,791 15 16 . 4,822
1926-27 .o 4,627 41 56 . 4,724
1927-28 .o 6,411 18 37 - 6,466
1928-29 7,548 32 39 344 7,968
» >
Imports of silver into Burma. )
United Hong Federated
« — India. | Kingdom. Kong. Malay Total.
: States.
1924-25 . .o . . . .o
1925-26 .o . . 3 .. o1 10
1026-27 . - L2 . . . .2
1927-28 . o 9 C 72 19 . ' 100
1928-29 . . 5 4 . . ]
imports of silver

i f the above figures that the
It will be seen e Gl whole of the silver

roduced in Burma is exported. As figures of production by official
gears are not available, it is mot possible to calcu}ate the actual
amount of silver consumed in Burma, but the above figures show
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that the i ‘
amount ig very sma!l. In the circumstances the Govern-

ment of Burma will not
eise dutics on Silver find it profitable 1o lmpose import and ex-

produced in Burma is ex
) ported i
will lose only the excles Tt > Ifos India, The Government of India

figures show that thig amount is negligible

ilver consumeq in Burma, but the -
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ANNEXURE II.

MuMPRANDUM ON PARAGRAPHS 6 To 9 oF APPENDIX To ParT VIII oF
THE STATUTORY CoMMIssToN’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 i excluded from this examination. Sir Waller
Layton’s estimate is that Burima will obtain 116 lakhs from import
duty on goads from India, and shat India will obtain 25 lakhs from
import duty on goods from Burma (paragraph 9 of the appendix,
pages 283 and 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.
¢III) Imports of Burmese merchandise into India from
_ Burma.
(IV) Imports of foreign merchandise into India from

Burma.
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 (the 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. : _

Deductigns have then been made for the intra-provincial trade, i.e.,
‘between ports within the province of Burma, and the duty leviable
4t existing rates on the-.trade between Burma and India has been -

estimated. A
3. The result of the estimate may be displayed in the following
statement :— o
: o o Lakhs.
Duty payable in Burma— S
Indien merchandise .. . o .. 200
Foreign tierchandise 2
| Total duty .. 314
Duty payable in India—
. Burmene merchandise . e e . 95
Foreign merchandise . . . . 8
. 103

Total duty
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- 31 budget, has taken 23 annas,
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The trade in foreign merchandise will be affected in quite a diffef-
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
remamde:r Wl'll 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
well 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

mercihandise exported from Burma. We thug obtain the following
result :(— . o |

Burma. India.

Gain 314 103 .
Loss ' 8 24
Net gain ., 306 79

» 4. This result assumes that the trade will remain at i

level. Naturally some depression will follow the ?ﬁﬂ:iﬁzf eg;
duties, but_lt is difficult to see how the effect can be as great as is
suggested in Sir Walter Layton’s figures. A gain to Burma of 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
Buma Governmept’s own estimate, and it hag been -ascertained that
this was merely intended ag a safe guess caleulated in the following
?19,111;1%.27The a:xl'grage dut%r 01:& imports of foreign goods into Burma
in -27 was 17 per cent. An av

D oo, on 17 Deor cent. erage duty at the guess figure of

e the above amount) on Indj ds im-
ported into Burma would yield on the 1926-27 )imports 1{1{16%:0khss.]m

5. In dealing with India’s customs rev isti
sources, a flat rate of 2 annas for kerosene haseliol;:; g,gg?mgg.l stg:ig
Walter Layton, writing no doubt before the introduction of the 1930-

At the 2- Y
e saen 24 ann anng rate for kerosene the

Lakhs,
Existing excise .. e L 190

. Additional rate on kerosene . . 56
Nett duty on other imports from Burma . 60
306

against Sir Walter Layton’s figure of 326 lakhs. At th
of customs duty on kerosene (2} annas) India ;would g:irl:rggznfa;ﬁ
On .the oi{her hand, this estimate gives a gain to Burmg of 997 lakhs.
against Sir Walter Layton’s figure of 873 lakhs )

281

1.

] ! handise—Values and duty
ing 4 ts into Burma——.-Indcan merch -
.Coa.?tmg impor ' Pl
Intra-pro- Net
Gross. - vinoiali India- Dusy.
- trade. Burma.
Total 1,643 141 1,402 .e
a .
Free goods.
Animals .e 3 | 3
3 2 .
Books .. . : . -
\Grain, pulse and flour 134 l |
. . .
Hides and skins . | 1 l
' 1 . .o
Machinery .. . !
: 1
Ttal free 142 19 123 .
279
Total dutiable . 1,401 122 ‘ 1,2
[ ]
ioles ab sal rates.
it 11 . 111 3
galted .e 17 . 17
JFish, . . |
2 2 . .
ITOdder ’ 5 . 4 3 1 l. |
Matohes v e | | -
.e 130 9 121 |
Tobacco e e )
’ ve 3 .e ] .
Toys e . =
oy' otal at special rates . 267 14 253
T o ] ' ! ”
Jdvoloremat16% .. | 1134 w08 | 1,0 }m
‘. *v“ Tmldﬂty . o‘i‘ T e ve ¢




* 953

. 1L
Coasting imporis into i!urma,--Fomign
g duty in lakhs.

P

merchandise—Values ang,

Intra Net
_ Gross, Pro- India- Dauty.
vineial, Burma.
Total .. 193 84 109
: Free goods, ‘
Books .. . .. O | 1 .
Dyes .. .. . . 2 2
Machinery . . . 18 4 11
Total free . 18 4 14
Total dutiable ., 175 | 80 06
Dutiable at special rates,
Liquors ' K 2 « 3 3
Matohes 2 1 1 1
Tobaoco 11 4 7 7
Total . |, 18 7 11 11
Ad valorem at 159, . 157 73 84 ~13
Total duty‘ B | ' 24
¢
! II1.

Coasting exports fro%n Burma—Burm,
duty in lakhs,

ese merchandise—Values gnd

Intra .Net .
—_— Grosa, . Pro. Burma- | Duty.
vineial, | Indis,
‘  Total .| g3 7 | 320 :
Kerosene and petrol . -] 88 * 15 870 .
Total excluding kerosene and petrol 2,432 . 102 2,330 ..
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tro Net
Q Qross Ill’lro-‘ Burma- | Duty.
* T ) vineial, India.
.
Free goods. »
9 1,751 .o
Grain, pulse and flour .. 1,760 : |
- 8 .
Hides and skins .. . |
' 51 ve )
Stick lac 1
1
Cotéon, raw
\ Total free 1,820 9 | 1,811
o, gt eoing et | —
and pe .
Dutiable at special rates. 1
' ' 2 1
Fodder . o - .
. 18 2 16 \
Matches T ol y )
‘ "
Lubricating ol .. . | ‘ .
. 21 9 12
Tobacco . .
b
Total (excluding kerosene and petrol) - ” =
dutiable at special rabgs . . - .
Ad valoremat 16% - 537
95
Total duty (excluding kerosene and. . . .
patrql). e . ‘
IV. i
; ise—Values am
1 ris from Burmao—Foregn merchandis
Coasting exporis Tt i lakhs.
T Net
- Gross Il'.ll’?; Burma- | Duty.
"% | vincisl | Indis.
Total 122 (] 4 .
o .
' 1 .
Fres goods. . 8 s
Hochine . ) 5 4 1 .o
' '.I.'_ofnl free .e . " )
117
Total dutiable ..
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i Intra Net
_— ~ Gross, Pro- Burma- | Daty .
B vincial, India. ) . i
Dutiable at special rades.
Tobacco 3 |
: 2 1 ?
. .
~ Total at special rates 3 2 )
1
Ad valoremat 15%, .. 114 69 :
Total duty s ’ : :
X
8

10.

11.

12.

13.

. Letter from

. Note by His Exe
. Telegram to t

. Letter from the Governme
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List of Enclosures.
Letter to all local GoVernﬁlenfs ‘of .Governors’ Pro-
vinces (except Burma), No. "F.-67|30-R., dated the

94th June 1930.

Letter to the Chief Secretary to the Government of
e 6, No. F-67j30-R., dated the 24th June 1930.

Letter to the Registrar, High Court, Calcutta,
Appellate Side, No. F.-6730-R., dated the 24th June

1930,

_ Letter to the Chief Commissioners, Coorg, Baluchistan,

Delhi, Ajmer-Merwara, No. F.-67|30-R., dated the

94th June 1930. )
Letter to the Chief Commissioner, North-West Frontier
Province, No. ¥.-108/30-R., dated the 2nd August
1930. ‘ : >
Letter from the Government of Madras, No. 978, dated
the 11th August 1930. . .
the Government of Bombay, No. 1j161,
dated the 13th August 1930, and enclosures.
ellency the Governor of Bombay.

he Government of Bombay, No. 2940-S.,.

dated the 31st August 1930.
Telegram from the Government of Bombay,
7th September 1930. * A
Letter from the Government of Bengal, No. 919-A.C.,
dated the 15th August 1930, and enclosures. :
*lotter 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.
nt of the Punjab, No. 6504-
dated the 16th September 1930, and

dated the

S. Reforms,
- enclosures. ‘
Tetter 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.



266

. Letter from the Government of the Central Provin-
ces, No..R.-15-IV, dated the 12th August 1930. ..
. Letter from the Government of Assam, No. Rfm.-&;
8801-A.P., dated the 12th August 1930.
20. Letter trom the Chief Commissioner, Delhi, No, 7131-
Home, dated the 8th August 1930.
21. Letter from the Chief (,ommlssmner Coorg,
11-28, dated the 4th September 19.30

22. Letter from the Chief Lommxsnone] North-West

¥rontier Provinece, No. 3305-P., dated the 28|29th
August 1930, and enclosure.

23. Letter from the Chief Commissioner,
No. 3614-P,, dated the 14th August 193()

24, Letter from the Chicef Commi
« No. 45-C|111-C.C
and enclosure,

25. Letter from the Registrar, High Court, Calecutta,
No. 11741-G., dated the 18th J uly 1930.

No. 2852|

Baluchistan,

sstouer, Ajmer- -Merwara,
C.130, dated the 1oth August 1930,

Le149R0—200—3-11-30—GIPR
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