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INDIAN STATES ENQUIRY COMMITTEE (FINANCIAL.)
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TO THE RIGHT HON. J. RAMSAY MACDONALD, M.P.

SIR,

We were appointed by His Majesty’s Government for the purpose
explained in the following letter which you addressed to our Chair-
man on the 16th December, 1931 :—

“On behalf of His Majesty’s Government I have to state for
the information and guidance of yourself as Chairman of the
Indian States Enquiry Committee (Financial) and of your
colleagues on the Committee the objects for which the Committee
has been constituted and the specific issues on which it is
required to report.

In my declaration of Ist December the intention of His
Majesty’s Government was announced to set up, among other
committees recommended by the Round Table Conference,
a committee to explore more fully the specific financial
problems arising in connection with certain individual States.
The recommendation in question will be found in paragraphs
46 and 47 of the Third Report of the Federal Structure Com-
mittee which dealt with the particular financial problems
relating to the States discussed in paragraphs 17-20 and 26
of its Finance Sub-Committee’s Report.

An ideal system of federal finance would be one under which
all federal units would contribute on a uniform basis to the
federal resources. The task of the Committee is, briefly, to
determine how far and in what respects the attainment of this
ideal is affected by two particular elements in the existing
situation :—

(a) the ascertained existing rights of certain States, and
(b) certain contributions of a special character which many

States are now making or have made in the past to the

resources of the Indian Government.

The items, an examination of which by the Committee has
been specifically recommended by the Round Table Conference,
are, under (a)— '

varying measures of privilege or immunity enjoyed by certain

States in respect of external Customs and Salt ;
and, under (b)—

(1) cash contributions ;
(2) value of ceded territories. .

The issues on which the Committee are required to report
are accordingly as follows :—

(1) to review the origin and purpose of all cash contribu-
tions with a view to advising. whether they should be
immediately reduced or eventually extinguished- in the
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manner contemplated in paragraph 18 of the Report of the
Federal Finance Sub-Committee or must be regarded as
outside the scope of that recommendation as being for
special and local purposes or by way of pa

ses yment for material
assets, such as land, still in the possession of the contributing
States ;

(2) In regard to territories ceded* by certain States to the
British Government in return for specific military guarantees :

(a) to compile a list of such territories ;

(b) having regard both to the circ
original cession and to the financial a
now obtaining, to express an o
financial adjustment should be
concerned as a part of the ter
and if so, to make specific recommendations ;

(3) in regard to the varying measures of privilege or
immunity in respect of Customs and Salt enjoyed by certain
States:

(a) to investigate the
to determining the valu
in question ;

(b) to express an opinion as to what compensation it
would be worth while

. e for the Federal Government to offer
in return for the relinquishment of the special privileges
which each State now enjoys or such mo

dification thereof
as may appear to the Committee to be an essential pre-
liminary to Federation. In framing such terms it would be
open to the Committee to make allowance for any con-
tributions of special value which the States in question
might have made, or be making to the resources of the
Indian Government.

In the fulfilment of their task the
existing facts in the financial or contr
States and the British Government in India, which are not
specifically mentioned in their terms of reference, but which
have so close a bearing upon the matters remitted to them that
they cannot, in the Committee’s

view be disregarded. It wi
be open to the Committee to ta 5 N

ke such facts into account in
formulating their recommendations.”

umstances of the
clal and other conditions
piion as to whether any
made in favour of the State
ms of its federation ;

position in each State with a view
e of the ascertained existing rights

Committee may find some

Having completed our enquiry into the questions referred to us
we now have the honour to submit

our Report for the considerat
of His Majesty’s Government. - eration

* This term does not include the leased territoty of Berar,

actual relations between the -

CHAPTER I—INTRODUCTION.

Field of Enquiry. )
\ i in our Terms of Reference comprise
L e ﬁe;?ic())rfle(?fqtulitreyssziciirfllecdﬁnancial problems arising in confec-
i exa'rtrlllmcertain States in the light of recommendations in the
Thi WIR ort of the Federal Structure Committee and in pa}:al-lr
bty 12320 of the Report of its Finance Sub-Committee, wl?ch
i d reproduced for convenience of reference in Appendix
o igun r’cr pIn view of the extent and diversity of the field thai
oo b ep;)ve;"ed it appeared to us from the outset that we_could no
o telc a reciate the points of view of the various Indian Statei
At y‘la%p visited as many as possible of the more importan
u? k’ﬁlservrze a:nd had had personal discussion leiclh thieﬁuls;s oﬁ;
Mini nient centres. e ex
Mxmsicler; giw(::tvheerrstoag)ecgzzsrmined by the time available, for wg
I}C&l(llr re:sc’m to believe that the submission of our Report was desire

at the earliest possible date.

i tes have been described in general terms 1n
Chz. Ea?i)}z(}liﬁe %t:port of the Indian Statutory Commlsilon,JLQ??(r);
3 there classified into 215 States and 327 Esta es,d. glto
Zzg (?trt?ers* These two categories repreieri‘(c) :;c{)getht%rt,a'ilc;g; Jlrﬁion
Census of 1931, a
e F??Slgzlilmg)g%rfe;1(,);18,18645‘['. Itis qbyious that we could ;gg
Nps 111' ; ited number of these States to visit, and we had to cog er
S}ellect as':rrclonvenient method of arrangf:ment of our tour 1(;1 czlr‘hgg Lo
zccemlgr?xise time and expense of tri:filgm%v 1?13(,: hrilvlearrg(i:e;?:d.fmm e
St promf : ﬁgdsrg:;llflzro:rfdh:sptlhe chilities of travel by rail and
o E’rel? tﬁe States'which we decided to visit placed at (zﬁr
rqad Wl 1\(a:ve were able to carry out, in as economical a manner ash‘ }(:
°d}sposa£ nces permitted, a very wide survey of the areas 1}r11 A/ 1ct
our nv ati atign lay. Our journeys in India and along 2 li coia;s
ggll‘nll;;;;isd 5476 miles by railway, 1,704 miles by road and miles

by sea.

States visited, or with whom discussions were held.

the Committee, in
ing in Bombay on the 29th January, t 1

301 La? c'iulxnlg)alxﬁ v(i)sitedypersonally the places indicated én the;n mtz;.llg
xﬁ?cli (i)s shown I—;.S the frontispiece to this volume, including,

is classification is adopted from _the Report of thedIn%:;s 22:22
e a.1928—-9 resided over by Sir Harcourt Butler, ?mth%rChamber e
‘Comlg;tr?:ﬁce with their representation, direct or indirect, in
in ac

Pr‘irnlcfi% 1 the population of the Estates, Jagirs, etc., amounted to 801,674.
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order of our journey, Hyderabad, Mysore, Cochin, Travancore
(with the ports of Alleppey and Quilon), Kolhapur, Sangli, Baroda,
Jamnagar, Cutch ; the ports of Verawal and Mangrol in Junagadh,
Porbandar, Okha (Baroda), Bedi (Nawanagar), Mandvi and Kandla
(Cutch), Navlakhi (Morvi) and Bhavnagar; Ratlam, Indore, Bhopal,
Narsingarh, Dhar, Datia and Rewa in Central India, as well as
Gwalior; Udaipur, Kotah, Jaipur, Jodhpur, Bikaner and Dholpur
in Rajputana; Kapurthala in the Punjab States Agency and
Tehri-Garhwal in the United Provinces. We also conducted dis-
cussions in Sangli, Bombay, Rajkot, Indore, Bhopal, Ajmer, Delhi,
Simla and Sukkur with other Rulers and Ministers of States which
we had been unable to visit in person, and with representatives of
the Governments of India and of Bombay.

4. The number of States with whose Rulers or Ministers
discussions have taken place is 88, and there have been several
meetings with deputations representing whole classes of smaller
States, such as the Simla Hill States and the lesser States in the
Bombay Presidency and Kathiawar; while, in addition to meeting
in Delhi certain Rulers and representatives of States in Bihar and
Orissa and the Central Provinces, we discussed the questions affecting
these States with Mr. A. C. Lothian, of the Indian Political Depart-
ment, who had recently carried out an extensive enquiry into their
status and conditions.

Memoranda received from States.

5. Owing to the short time at our disposal before sailing for India
and to the clear terms of our instructions, we decided not to issue
a questionnaire to the States in advance of our arrival, but we
asked to be supplied with memoranda dealing with the subjects
committed to our investigation as they affected each State
individually.

6. On arrival in India we found that it would be of assistance
to the Darbars to receive some more precise indication of the
questions with which their representations should deal. We
accordingly issued, for distribution through the political authorities
to the States concerned, the memorandum of which a copy is
reproduced as Appendix II to this Report. The representations
which we received from individual States in response to our
request numbered 205. Had it not been for the material we thus
received, we should have been unable to elicit the information
essential for the completion of our enquiry. We have also to thank
the Government of India and its officers at headquarters and in
political Agencies under its control; as well as the local Governments
and their officers through whom relations are conducted with certain

of the States, for the supply of valuable material and for personal

hospitality..

5

Method of work adopted by Committee.

7. The method which from the outset we decided to adopt at our
meetings with the Rulers and Ministers of the States was one of
informal conference ; no formal evidence was taken, and no verbatim
records were made of our discussions, but we made it a practice to
obtain the general concurrence of the Darbars in the notes which
we preserved of these proceedings and in the communications made
from time to time to the Press regarding the subjects which at each

centre had been under discussion.

8. For convenience of handling the various subjects committed
to our investigation, the Committee was divided into two main
Sub-Committees, under the Chairmanship of Lord Hastings and
Major-General Sir Robert Hutchison respectively, which dealt, on
the one side, with the varying measures of economic privilege or
immunity enjoyed by the States, and, on the other, with cash
contributions and ceded territories. Where these matters required
separate discussion the Sub-Committees met the Ministers of the
States in separate conferences, but as a rule the proceedings in each
State were begun and ended with general meetings in which the
whole of the Committee took part.

9. For reasons of time it was found necessary to divide the
Committee into two independent sections for the purpose of visiting
the more important States of Rajputana and Central India, the
first under the Chairman, the second under Sir Robert Hutchison,
and at an earlier stage of the tour Lord Hastings and some of the
Committee made a personal inspection of the ports of Cochin and
Travancore and the backwaters connecting them and also of the
ports of Kathiawar and Cutch.

Official Publications utilised.

10. Of the various official publications which have been of special
utility to the Committee, apart from the proceedings of the Indian
Round Table Conference, we would mention the Report of the
Indian States Committee 1928-29* under the Chairmanship
of Sir Harcourt Butler, the Report of the Special Committee
appointed by the Government of India to investigate certain facts
relevant to the economic and financial relations between British
India and Indian Statest, of which the first portion appeared in
1930 and, especially, the Supplementary Report issued in 1932 by
certain members of the Special Committee, dealing with Ceded
Territories, to which reference will be made later in our Report.

* Published by H.M. Stationery Office. Cmd, 3302 of 1929.
t Published by Government of India. Obtainable from Office of High
Commissioner for India, India House, Aldwych, W.C.2,



6

- Questions raised outside Terms of Reference,

11. The memoranda received from indivi

vidual i
?;Z:dalix;iicg s;};lgrissed our great indebtedness, Si;at:tsl’mtgr;v hich we
raised issues ¥ flc we were unable to regard as fallj oS cases
our erms o co;alsil.r?ntc.e. The Butler Committee's Report hrzligd within
mended the cons tlh u f1lon of. an expert body to enquire fu threCPm_
certal andpthe o e financial a.md economic relations betw . %r .n}to
India constituteda' esl,gand the instructions to the Special éen r_ltlsh
b mt 30 (before the Indian Round Table C W
value of any di?(rarét o collect facts and statistics for deterrﬁpf?rence)
Lot O any it tor llln?xre.ct contributions made b thlmilg t_he
their proportion of it ources and to assesy lectively
their prc c%s tio oS contribution to all-India burdens SICOHectWe.ly
o the ot rrtlyb Ot(zixtes ?10t unnaturally assumed that ourncthese. cir-
Briovanocs nd thet }t'hc arged to Investigate individual ocomiee
e et ? information collected by the § ceonomic
Our Terms of R,efere?'l T8 oxtent, the Dasis of our in%em@ C(.)m‘
D o of Rele t.ce were, hov‘_rever, strictly limited estigation.
groups of States w'tIl)l e ederation between individ 'l States o
from the discussio;ts ell)tr ot‘}’::clelid(;zmegiSh pidia which ;Ilzdset;teisggé

) oun

v thus unable 0 (ke ntoaccount many of the sl s 'S
Our Chairman has t?ré?la;etrﬁ}' collected by the Sped?ls I():l‘l)t forward
oy g 1S matter to the notice of the 5{23;}3‘5(?%

Division of Subject-matter of Report

12. The arrangement of th.
- e i
may be briefly explained as follosvl:'(s:cfidmg Chapters of our Report

Chapter 11 gives a short histori
. . rt historical surv
: e :
Ilgez?lcg'?ﬁe Stat_es came into relations wizhotfhth%c.lr.cumStaﬂCGS
et i .spec1a1.reference to the financi le ritish Govern-
€ are required to investigate. c1al questions which

Chapte i
by t}(z SrtaItIesI :ev;iws the cash contributions at
lists and a 0 the Bntxs.h Government, of wlri)_l‘esent made
Chapter I ;u$mary are given in Appenc’lices IIiCh :{a?%ﬁed
1scusses th i an .
value to be attached to t gegll'estlon of ceded territories ang the

Chapter V i :
the St;:tes Wh?:liﬂst }:vxth those miscellaneous contribyti
permitted to ¢ ot ough not specifically referred utions from
4 ake into account under the £ to us, we were

erms of Reference. € final paragraph of our

Chapter VI surve .

N g ys the immuniti .

e . it1e .

t}r:iogegﬁsggg f/(;ltllz'mCIdence of the Isnc;;,:,:c:lal tcirtam States
1 : . a .

Chagpter VII cont of are given in Appendix V, %, of which

. . ains a similar su
: 3 rv
In connexion with Indian Sea Custoneg ©f problems which arise

7

Chapter VIII deals with miscellaneous immunities’ or privi-
leges enjoyed by certain States, which are brought under our
Terms of Reference in the same way as miscellaneous contri-
butions.

Chapter 1X states the principles which we recommend should
be applied in effecting adjustments with the States individually
and our estimate of the effect of our recommendations on the
federal budget.

Statistical Information.

13. In the course of our investigation we have had to deal with
numerous statistical details derived from many sources, and the
very nature of our task and the limited time at our disposal have
made it impossible in many cases to verify the absolute correct-
ness of the figures which we have had to use. We are conscious,
moreover, of having been unable completely to exhaust the field of
enquiry into individual contributions and immunities. Our main
authority throughout has been the collection of Treaties, Engage-
ments and Sanads with the Indian States published by the Govern-
ment of India under the short title *“ Aitchison’s Treaties ”, the
1909 issue of which is being gradually replaced by a new edition
which began to appear in 1929; but we have found that even the
record in Aitchison’s Treaties of payments made by the States,
or of immunities which they enjoy, is by no means complete. Thus
we must emphasize that the facts and figures set out in our Report
and its Appendices, though as accurate as we have been able to
make them, should not be taken as complete or infallible records
of the details of the matters which we were required to examine.
Our recommendations indicate the principles on which we consider
that the individual settlements with the States should be made,
and we have applied them as far as our time and the available
material permitted. We believe that our figures and calculations
s re in the main correct, but we must ask indulgence for any omissions
or errors which may be detected, having regard to the divers authori-

_ties from which we have derived our information, the wide field

which our investigations cover, and the very restricted time available
for completing our Report.



CHAPTER II.—HISTORICAL SURVEY.
The Dynasties of India.

14. India has seen the birth and extinction of innumerable
dynasties. From the earliest recorded times there have been
empires, kingdoms and principalities, some rising and falling with
meteoric splendour and rapidity, others persisting with varying
fortunes through the centuries and ruled to this day by the heirs
of what are perhaps the oldest aristocracies in the world.

15. Only thrice throughout those many centuries has a single
power achieved paramountcy over all India. The first was the
Maurya dynasty, of which the most famous name is that of the
Buddhist Emperor Asoka, whose beneficent rule was universally
acknowledged for a brief period in the third century B.C. The second
was the great dynasty of the Moghuls, Muslim invaders from the
north, whose empire was founded by Baber in the 16th century,
rose to its zenith under Akbar (1556-1605), and declined, as rapidly
as it had arisen, after the death of Aurungzeb in 1707.

16. The third is the British Raj. When the status of the East India
Company began to change in the middle of the 18th Century from
that of a trading concern, with which it had been satisfied since the
time of Queen Elizabeth, by the gradual assumption of the responsi-
bilities of a political power, the Moghul empire was fast crumbling to
decay. Within the next hundred years, after a period of constant
turmoil and warfare, the map of India was redrawn as we see it to-day.
The Great Moghul had passed away and India was again unified, but
under a new paramountcy.

17. The substitution of a British for a Moghul suzerain did
not, however, involve the disappearance of the indigenous princi-
palities. On the contrary, the rise of British power brought with
it a new stability to many of India’s most ancient dynasties and

rescued, or at least ensured the survival of, others which without

its aid would certainly have foundered during that century of
storm. Some there were which disappeared after challenging
unsuccessfully the British power, others through their own inherent
weakness and corruption, others again through the failure of natural
heirs, and the application of the doctrine of lapse, which is associated
with the name of Lord Dalhousie. But after the Mutiny of 1857
this latter policy was openly abandoned and the Princes received
from Queen Victoria solemn assurances that their dynasties would
be perpetuated.

18. To-day India numbers within her borders nearly a hundred
Princes entitled to the appellation of ‘‘ Highness’”” and a far
larger company of Rulers who, though not honoured with that
title, possess and exercise many of the main attributes of sovereignty.
It is by no means to be supposed that all Indian States possess an
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equal measure of internal autonomy. On the contrary while some
preserve almost intact their sovereignty outside the sphere of
external affairs, others, in varying degrees, are required to accept
advice or even administrative control from the agents of the
Paramount Power. But in the territories of all these Princes and
Rulers covering an area of 600,000 square miles or more than one-third
of the Indian continent, and containing 81,000,000 people, approxi-
mately one-fourth of its inhabitants, the laws of British India are
not in force and the writs of the King-Emperor’s Courts do not run.

19. A glance at the map which illustrates our tour will show more
clearly than any written description the varying sizes and
geographical distribution of these territories. In the extreme north
is the great State of Jammu and Kashmir. Below it are seen the
Sikh States of the Punjab and the small States founded long ago in
the Himalayas by adventurers from Rajputana, that * teeming
womb of Kings.”” Further to the west are the wide domains of the
Muslim Princes of Bahawalpur and Khairpur. The western coast
comprises the isolated territory of the Maharao of Cutch and the
remarkable peninsula of Kathiawar, a miniature continent including
nearly 200 States, Estates and Jagirs, of which at least a dozen are
of considerable importance. Close to the same coast and interlaced
with districts of British India are the scattered territories of the
Gaekwar of Baroda, and a number of smaller States, many of which,
like the States of the Kathiawar, owe tributary obligations to that
Ruler. In the eastern portion of the map States are few and far
between, except for the conglomeration of ancient principalities
which occupies so large a part of the area known as Orissa. There
are great States in the South :(—Hyderabad, the premier State in
India, as large as Great Britain and with a population of nearly
14} millions ; Mysore with its chequered history and remarkable
natural resources ; and the rich tropical States of Travancore and
Cochin, But it isin the centre of India that princely rule is found most
widely established. Within the Rajputana and Central India
Agencies are the oldest domains of the Rajput clans, the
heads of which claim descent from the Sun and the Moon and
still follow in their ancient capitals the traditions of Indian kingship.
Here too are mainly established the surviving fragments of the
Mahratta Empire, which in its prime took so heavy a toll from the
Rajput Princes and contended with the Honourable Company for
the paramountcy of India.

20. Into the history of those great events it is impossible for us
to enter at any length; but to show how the Indian States came into
relation with the East India Company, and the origins of their
present relationship to the King Emperor, we must survey very
briefly a few of the major events in the 18th and the first half of the
19th centuries and tefer to some developments which followed upon
the transfer of the Company’s responsibilities to the Crown after the

Mutiny of 1857.
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Decay of the Moghul Empire and rise of the Mahrattas.

21. Aurungzeb, the last of the great Moghul Emperors, left on
his death in 1707 no successor capable of maintaining the
inheritance. But there were already in existence powerful elements
destined in differing degrees and for varying periods to fill the empty
places and encroach upon the Imperial domains. For our purposes
the most important are the English and French East India Com-
panies, the Mahrattas, the Nepalese, the Sikhs, and the usurpers
of the ancient Hindu Kingdom of Mysore—Haidar Ali and his
better known son, Tipu Sultan. Mention must also be made of
Asaf Jah, founder of the Hyderabad dynasty, who was appointed
Viceroy of the Moghul Emperors in the Deccan in 1713, but soon
achieved independence of Delhi and became the first Nizam.

22. Meanwhile the star of the Mahrattas was ascendant in the
west. Their empire owed its origin to Shivaji, a princely adventurer
who, before his death in 1680, had achieved fame by defying the
Moghul Empire in its prime and is to this day venerated by Hindus
as a national hero. His line is represented to-day by the Ruler
of Kolhapur. Shivaji's successors were overshadowed by their
hereditary prime ministers, who bore the title of Peshwa. The
Peshwas in fact became the real heads of the Mahratta Confederacy,
their dynasty lasting from 1714 to 1818. Associated with them from
the early days of their ascendancy were four great military leaders
known as Scindia, Holkar, the Bhonsla Raja and the Gaekwar.
These, with the Peshwa, acquired vast territories in almost every
part of India, except Bengal and the extreme north and south,
and levied tribute on almost all the ancient principalities. The
dynasties founded by three of them (Scindia, Holkar and the
Gaekwar) survive today in the great States of Gwalior, Indore
and Baroda. The Peshwa and the Bhonsla Raja, being unable
to resign themselves to a position of subordination, disappeared
long ago from the scene of Indian history. .

Origins of cash contributions and ceded territories.

23. Hyderabad provided the stage where the various candidates
for the succession to the Moghuls came into touch and conflict.
The French, the English and the Mahrattas all played a part in sup-
porting various claimants to the throne of Asaf Jah, and it was the
French who first devised in 1751 the plan of guaranteeing protection
to an Indian Ruler by providing a * subsidiary " force, the mainten-
ance of which was financed by cash contributions or the cession or
assignment of specified territories. European military science and
discipline were the dominant factors in evolving order out of the
chaos of the times. Thus it came about that, as one State after
another entered the British system of alliances, they were required
to contribute money or to cede territory for the maintenance of
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troops officered and disciplined by the Company’s military establish-
ment, and it was largely through the instrumentality of these
forces that turbulence and anarchy gave place to peace and order,
and that India was eventually unified under the British Crown.
Many of these financial and territorial agreements are still in force,
and their liquidation for the purpose of making way for a system
more in keeping with the federal ideal constitutes a complicated
problem which will receive detailed attention in our Chapters on
‘ Cash Contributions " and ‘‘ Ceded Territories.”

Extension of British influence by the Marquess Wellesley.

24. By 1761 the prospect of French domination in India, at one
time a not unlikely issue of events, was at an end, but it was net
until 1798 that the Nizam finally disbanded his French mercenaries.
In the meanwhile there had been a bewildering series of alliances
and counter-alliances. The Nizam invaded the Carnatic districts of
Madras in conjunction with Haidar Ali of Mysore, while later he
was allied with the English and the Peshwa against Haidar’s successor,
Tipu Sultan, and participated in the division of the territories
surrendered by the latter in 1790, He also co-operated in the
second war against Tipu in 1799 and was again rewarded with a
share of the spoils. It was on this occasion, after the death of Tipu
at the storming of his capital of Seringapatam, that the Marquess
Wellesley restored the ancient Hindu dynasty which now rules in
Mysore. During the next few years that great Governor-General
was busily employed in dealing with the Mahrattas who had become
weakened by internecine warfare. The Peshwa, who had been
defeated by Holkar, accepted a British subsidiary force in 1802.
A similar agreement was concluded with the Gaekwar who, alone
among the great Mahratta military powers, never took the field
against the Company. With Holkar, Scindia and the Bhonsla Raja
matters were not so easily settled. Their attitude at this time was
such as to necessitate a declaration of war and, by the treaties which
followed their defeat in the field, Scindia lost much territory and
agreed to protection by means of a subsidiary force, while Holkar
was forced to surrender a large part of his territory. It was not
however until 1818, after the defeat at Mandesaur of his army,
which had risen in rebellion against the then Regent and attacked
the British, that Holkar’s claims to tribute from the great Rajput
States were renounced and that a British force was permanently
located in the vicinity of his capital. The Bhonsla Raja by the treaty
of 1803 lost much of his territory as well as his tributary and
feudatory rights over the States of Orissa.  His successor persisted
in hostility to the Company’s Government, but the dynasty, with its
sway over numerous feudatory States, continued until 1853, when,
owing to a failure of heirs, it became extinct, and by the application
of the doctrine of lapse its territories fell to the Company.



12

Attempt to repudiate the responsibilities of Paramountey.

25. By the time of his premature recall in 1805, Lord Wellesley
had done much towards the accomplishment of his declared design
‘“ to unite the principal native States in the bond of peace under the
protection of the British power ’ by “ establishing a comprehensive
system of alliance and political relation over every region of Hindu-
stan and the Deccan.” His recall was due to the fact that this
policy was cordially disapproved in London, and during the next few
years the East India Company made a determined effort to evade
and disclaim the responsibilities of Paramountcy. Local events
and conditions in some instances proved too strong for the policy
of evasion of responsibility and in certain areas necessity demanded
action on the lines laid down by Lord Wellesley. It was thus that the
pacification and settlement of Kathiawar began, although it was
not concluded until 1820, and relations were established with the
Princes and Chiefs of Bundelkhand in Central India. Similarly, in
1808, an internal rebellion in Travancore led to the firmer establish-
ment of British influence over that State, which had already received
a subsidiary force by a treaty of 1795. But in Rajputana and Central
India the new policy imposed from England was one of renouncing
the maintenance and extension of British influence for the sake of a

ace that was no peace. Alliances which had been concluded
with certain Rajput States were repudiated, and the country was
abandoned to the exactions of the Mahrattas and the rapacity of
Pindaris and Mussalman freebooters who were content to plunder
wherever they could find an opening and to lend their swords to any
Chief who would provide pay and booty. The Pindaris were mounted
robbers who have been described as ‘“men of all lands and all
religions brought together out of the corruption of weak and
expiring States, less by despair than by deeming the life of a plun-
derer, in the actual state of India, as one of small hazard but great
indulgence.” When the Marquess of Hastings succeeded Lord Minto
as Governor-General in 1813 a state of anarchy prevailed, and few,
if any, of the States of Rajputana and Central India were capable
of carrying on even the elementary functions of Government.
‘“ Expression might be racked,” wrote Colonel Tod after peace and
order had been restored, * for phrases which could adequately
delineate the miseries all classes had endured.”

Eventual consolidation of British Paramountcy.

26. The Marquess of Hastings saw at once that it was impossible
to delay any longer the completion of Lord Wellesley’'s policy.
There followed the Pindari War and the third Mahratta War which
brought about the comprehensive settlement of Central India and
Rajputana, the final disappearance of the Peshwa, the defeat of
Holkar and the Bhonsla Raja, the surrender of much of their
territory, and an important new treaty with Scindia. The purpose
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of the numerous treaties made at this time with the States of
Rajputana and Central India was to give to all of them peace and
stability in return for their ‘‘ subordinate co-operation’ with the
Paramount Power. The political domination of the Mahratta States
over the ancient Rajput principalities was thus brought to an end.
Emblems of it remain, however, to this day in the inter-State tributes
for the collection of which responsibility was assumed by the British
Government, since it was a cardinal feature of the Governor-General’s
policy that States should be isolated from each other, their foreign
relations being retained entirely in the hands of the Paramount Power.

27. A similar process of pacification and rescue from anarchy
and oppression had also taken place on the northern frontier asa
consequence of the incursions of the Nepalese. On the conclusion
of the Nepal war in 1816 numerous small States which had been
over-run by the Gurkhas were resuscitated and brought within
the sphere of British Paramountcy. In fact, by 1818 no State in
India, with the exception of the Sikh principality established by the
great Ranjit Singh in the Punjab, could claim independence. The
Sikhs had not been free from the incursions of the Mahrattas and
had been forced to pay tribute in 1802, but when Mahratta power in
Upper India was broken by the British, Ranjit Singh reigned
undisturbed, though sternly prevented from extending his conquests
south of the river Sutlej. It was not until after his death in 1839 that
the Sikhs defied this prohibition and embarked on an aggressive
policy. In the first Sikh War (1845-46) they lost a large portion of
their territory, part of which was made over to the Raja of Jammu,
thus constituting the important modern State of Jammu and
Kashmir. The second Sikh War (184849) extinguished the dynasty
of Ranjit Singh and transferred to British suzerainty all the States
of the Punjab. : .

28. Within a few years there occurred the Mutiny of 1857, when
the success of British arms, with the loyal co-operation of numerous
Intlian Rulers, effected the consummation of all for which Lord
Wellesley and Lord Hastings had striven. “ The Crown of England ",
wrote Lord Canning, “ stands forth the unquestioned ruler and para-
mount power in all India and is for the first time brought face to face
with its feudatories. There is a reality in the suzerainty of England
which has never existed before and which is not only felt but eagerly
acknowledged by the Chiefs.”

Subsequent economic developments.

29. In the years which followed the Mutiny this new unity of
India under the Crown began to assume an economic as well as
a political complexion. Enjoying the blessings of peace after
centuries of warfare and dissensions, of the last stage of which so
vivid and harrowing a picture is given by contemporary writers
such as Malcolm, Tod and Sleeman, India rapidly progressed and
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Coinage, Posts and Telegraphs and Salt are already * federal
subjects.” The all-India services of public utility function in the
States as well as in British India, and taxation through sea customs
and the salt tax is largely of all-India incidence. Every State
co-operates fully in measures considered necessary for the defence
and tranquillity of the country, and many maintain troops intended
for the reinforcement of His Majesty’s Army in times of emergency.

Need for association of the States with determination of policy.
32 But in one vital respect present arrangements fall far short
of the ideal. It has already been shown how in 1818 the States,
accepting British suzerainty, came to occupy 2 position of sub-
ordinate isolation. Later in the nineteenth century India attained
a higher degree of unity under the Paramountcy of the Crown,
but the States remain without means of guiding or even of
effectively influencing policy at the headquarters of Government
in regard to many matters in which they have a very direct and
material interest. In recent years, when a measure of autonomy
has been vouchsafed to British India, it has become less easy for the

Crown to discharge its responsibilities as trustee for all the con-
its suzerainty or rule, and it would be rash

flicting interests under .
to affirm that the point of view of the States equally with that of
British India has always been in the minds of those who have
shaped India’s economic policy. It is in our view inevitable
that, in the process of transferring further responsibility in such
matters to Indian hands, provision should be made for the due

participation of the States.
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CHAPTER III.

CASH CONTRIBUTIONS.

Introductory.

33. In the preceding Chapter some account has been given of
the events which brought the East India Company into political
relations with the Indian States and led to the establishment of the
British as the dominant power in India. The fall of the Moghul
Empire and the break-up of the Mahratta Confederacy left the
Company in a position of undisputed supremacy in the centre and
south of India. The Gurkha, Sind and Sikh wars extended their
authority and consolidated their position in the north and north-
west. These and earlier wars and the diplomatic happenings
which led to or followed on them resulted in very diverse relations
with the Rulers of the States involved. Policy, too, changed from
time to time, moving from the earlier phase of ‘‘ non-intervention ”’
in State affairs to that of *“ subordinate isolation ”” and * subordinate
co-operation ”’ and, later, to ““ union and co-operation ” with the
Paramount Power.

34. In the historical and treaty relations of the States with the
British must be sought the origin of the cash contributions with
which this Chapter is concerned. It must be premised that its scope
is limited to that type of cash contribution commonly,though not now
officially, known as tribute, a term of which the use on occasions
will make for brevity and, indeed, is inevitable in the present
connexion. We refer in Chapter V to certain other payments by
the States which cannot be classed as tribute.

35. While the first exfant treaty with an Indian Sfate dates
from 1730, and treaty relations therefore extend over a period of
more than two centuries, tributary relations and cash contributions
had a later beginning, but nevertheless have a history of over
150 years. In the early days of the East India Company reciprocal
alliances, necessary for trade protection, were all that were aimed
at, or permitted by, the policy of the Board of Directors and the
British Government. With the later developments of the protec-

tion and the subordination of States came the system of tributes -

and of ceded territories, the latter being discussed in Chapter IV
of this Report.

36. We have been directed to review the origin and purpose of
all cash contributions. There is, however, one preliminary matter
on which we think it right to say a few words. Before the Butler
Committee the States demanded that without their own agreement
the rights and obligations of the Paramount Power should not be
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assigned to persons who are not under its control, as, for instance,
an Indian Government in British India responsible to an Indian
Legislature ; and the Committee in the final paragraph of their
Report held “that the treaties, engagements and sanads have
been made with the Crown, and that the relationship between the
Paramount Power and the Princes should not be transferred, without
the agreement of the latter, to a new Government in British India
responsible to an Indian Legislature.”

37. We accept and adopt the principle embodied in this state-
ment, which, indeed, is implicit in the declaration made by the
Prime Minister on the 19th January, 1931, at the concluding
session of the first Round Table Conference. It appears to us
that the principle applies equally to the case of a Federal Govern-
ment as to that of a responsible British Indian Government, and it
follows that the tributes with which we are now concerned will,
even after Federation, continue to be payable to the Paramount
Power unless the Rulers who are under an obligation to pay them
otherwise agree, and that the right to receive them wil not pass
as of course to the Federal Government. They are not, therefore,
as they seem to have been treated by the Federal Finance Sub-
Committee (see Appendix I, paras. 16-18), in pari maieria with the
contributions of British Indian provinces, though we do not for a
moment suggest that the Paramount Power is not entitled to place
them at the disposal of the Federal Government or to deal with them
as it may think fit.

38. Nor have we any reason to suppose that the States themselves,
if the Paramount Power in fact placed these contributions at the
disposal of the Federal Government, would regard this as implying
that the Paramount Power had assigned to another authority
any of the rights and obligations which it exercises or has undertaken
to fulfil in relation to the Indian States. «

+39. It was proposed by the Federal Finance Sub-Committee that
fhe exceptional contributions (as distinguished from contributions
common to all units of the Federation alike, such as the proceeds of
indirect taxation levied by the Federal Government), which the
provinees of British India must for some time inevitably continue
to make to the federal revenues, should take the form of a surrender
of a part of the proceeds of income tax collected on their behalf
by the federal authorities. A contribution in the form of a part
of income tax receipts is obviously very different from a contribu-
tion made, as the tributes are, not in virtue of a taxing act passed
by the representatives of the people to be taxed, but in virtue of
agreements or treaties made between the tribute-paying States and
the Paramount Power. On the other hand, the tributes are the
only cash contributions which, though indirectly, the States will
be making in aid of federal revenues, and, in spite of the essential
difference between this contribution' and ‘that of the provinces, it
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is not unreasonable, so long as the difference is clearly borne in
mind, to regard the one as pro fanfo counterbalancing the other, or
to look forward to the extinction or reduction of the one pari passu
with the extinction or reduction of the other. Certain analogous
questions which arise in connexion with ceded territories are

discussed in Chapter IV.

Classification of cash contributions.

40. Cash contributions falling within the scope of this Chapter

have been dealt with individually in Appendix III to our Report,
where each such contribution has been classified and brief par-

ticulars of its history and origin have been given. In the task of
tabulation we have been assisted by the list given in Table XV
appended to the first report of the Special Committee referred to
in Chapter II. The numbers of the contributions and their
varied origin have necessarily made the statement in the Appendix
a lengthy dne, and it must suffice here to give some general account
of their main classes with examples of each, and to state and explain
the principles which we have applied in arriving at our conclusions

regarding them.

41. The contributions fall into two categories, the first comprising
all tributes imposed or negotiated directly by British authority, the
second, those transferred by or inherited from previous suzerain

powers or overlords.

42. Of the first category five main classes, which are detailed

below, can be distinguished.

(1) Contributions in acknowledgment of suzerainty, very
commonly imposed by treaties embodying an obligation to
aid or protect on the one side and to give subordinate co-
operation on the other.

(2) Contributions in commutation of obligations for the
provision of a State “ contingent force” or other form of

military assistance.
(8) Contributions for the maintenance of a British ‘‘ sub-

sidiary force.”

(4) Contributions fixed on the creation or restoration of a
State or on a regrant or increase of territory (including annual
payments for grants of land on perpetual tenure and for
equalization of the value of exchanged territories).

(5) Contributions for special or local purposes such as the
maintenance of local corps, police, etc.
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. 43. Of the second category, viz., those transferred by or
inherited from previous suzerain powers or overlords, it seems only

necessary to distinguish two classes :—
(6) Contributions acquired by the conquest or lapse of the

original recipient State ;
(7) Contributions acquired by treaty.

44. It will be evident from the details given in Appendix III that
the seven classes defined above are not mutually exclusive, and that
many of the tributes cannot be ascribed to one origin or purpose
only. Subordination or acknowledgement of suzerainty, restoration
or grant of territory and guarantees of protection or the provision
of specific forces are often combined in varying permutations, and it
is in a number of cases impossible to assign the origin of tribute to

-any one factor or to resolve into its elements a payment arising
from several joint factors. Fortunately, however, these considera-
tions raise little practical difficulty in the discharge of the task en-
trusted to us. In what follows we attempt to describe and illustrate
these classes more fully, indicating each by the number assigned to it

above.

# Tributes directly imposed or negotiated (Appendix III, Schedule A).

45. Class (1) comprises the simplest and most typical form of
tribute, that is to say, tributes fixed as a recognition of British
suzerainty and of the acceptance by the State of the obliga-
tion of subordinate co-operation ; sometimes, also, as a contribution
towards the cost of protection assured in terms or implied. The
treaties of 1818 with the Rajputana States of Jaipur and Udaipur
furnish illustrations of this class of contribution. By these treaties
protection was guaranteed to the States in question, and they, on
their side, acknowledged the supremacy of the British Government
and agreed to act in subordinate co-operation with, and to pay
tribute to, that Government.

46. An outstanding case is that of the important State of Mysore.
Three wars with the aggressive and formidable Sultans, Haidar
Ali and Tipu, who had usurped the powers of the original Hindu
dynasty, ended in the complete defeat and the death of Tipu in
1799. The original dynasty was restored, and the State re-consti-
tuted after its conquest ; and a subsidiary force was established for
the defence and security of the Maharaja’s dominions. In con-
sideration of this protection he agreed to pay to the East India
Company a subsidy of the value of Rs. 24} lakhs a year. By the
Instrument of Transfer of 1881, restoring the management of the
State to the then representative of the dynasty, the British Govern-
ment undertook to defend and protect his territories, the Maharaja,
on the other hand, promising allegiance and subordination to the
Crown. In many other cases the arrangements only amounted to
the transfer of liabilities, previously admitted or established,
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Ajaigarh in the Central India Agency, for example, pays an annual

- tribute of Rs. 7,014 for two districts granted to the State after

its restoration in 1803. The cases of Charkhari and Panna are
almost identical with that of Ajaigarh, while Bihat affords an
instance of a payment where a title was in doubt. Bhavnagar,
in Kathiawar, makes a payment of Rs. 52,000, fixed in 1860, for
certain villages in which that State had been tacitly allowed to exercise
sovereign rights after their cession by the Peshwa to the British

Government in 1802.

51. A cognate group of cases is that of States having their origin
in jagir grants, i.e., grants of revenue only, of which the Satara
Jagirdars supply examples. These States originated in such grants,
from the local Muhammadan kings of Bijapur, the Moghul Emperors,
or the Mahrattas, Whether made as grants of land or of land revenue,
they carried with them in the unsettled times of their origin a
territorial jurisdiction, which developed in course of time into
territorial sovereignty, as the granting power decayed or disappeared
or as the grantee otherwise established independent authority.

52. The Southern Mahratta States and their contributions afford
perhaps a closer parallel than any other to a strictly feudal relation-
ship. Most of these States originated in grants of land made by the
Peshwa to the founder of the Patwardhan family, the condition of
the latter’s tenure being an obligation to render military service.
The grants were later divided between the heads of the various
branches of the family and the military obligations distributed
accordingly, each branch having to furnish a specified number of
horsemen. On the overthrow of the Peshwa an option was given
to the Patwardhans to commute their obligations either for cash
or by the surrender of land of an equivalent annual value. The
senior State, Sangli, ceded territory and certain rights to revenue ;
the others elected to furnish contingents, but later, in 1848-9,
commuted their obligations for fixed but light money payments,
which continue to the present day. (While in origin the tributes of
both the Satara and the Southern Mahratta States are closely related
to those of the present class, their acquisition through the defeat of
the Peshwa brings them into Class (6)—tributes acquired by
conquest—in which they have accordingly been tabulated.)

53. Class (5) comprises contributions made for some special or
local purpose. Appendix III shows that most of these payments
are made towards the cost of two local corps, the Malwa Bhil Corps
and the Mina Corps, stationed in Central India and Rajputana
respectively. The State of Kotah makes the largest of the pay-
ments, Rs. 2 lakhs, which it contributes towards the cost of the
latter corps. For this also the Jodhpur State pays Rs. 1,15,000
annually. The payments are relics of stormy periods in the his-
tories of the States concerned, which have long contended that these
burdens should not continue under modern conditions.
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tributes are classed some five tributary payments made by Cambay
and other Gujerat States in the Bombay Presidency which have a

similar origin.

58. The second large group comprises 37 tribute-paying States
situated in the province of Bihar and Orissa and in the Central
Provinces. These States were formerly tributary to the Bhonsla
Raja of Nagpur, one of the members of the Mahratta Confederacy,
whose State after many vicissitudes finally lapsed in 1855. Seventeen
of these States pay fixed tributes. These were transferred from the
suzerainty of Nagpur by treaty in 1803. The rest accrued to the
British Government at a later date and are of a fluctuating nature
and liable to periodical revision. The basis on which they were
fixed has varied at different times, but at the last revision in 1907-8
they were assessed on a consideration of the balance of revenue
remaining after deduction of the cost of administration and a sum
adjudged sufficient for the due maintenance of the Ruler. The
largest amounts are Rs. 80,000 paid by each of the States of Khaira-
garh and Nandgaon. Of the fixed tributes only two, those of
Nayagarh and Dhenkanal, exceed Rs. 5,000. They pay Rs. 5,525 and

Rs. 5,099 respectively.

59. There are also in this category two smaller groups of Bombay
States which have been already referred to—the Southern Mahratta
States and the Satara Jagirdar group—who make cash contributions
of substantial amount in commutation of obligations to furnish
mounted contingents, and a few other individual cases.

60. Class (7) comprises the tributes assigned to the British Govern-
ment by the Mahratta States of Baroda, Gwalior, Indore and Dhar.
With few exceptions these assignments were made as part of payments
for subsidiary forces or contingents and were accompaniments of
territorial cessions which are fully detailed and discussed in the
Supplementary Report of the Special Committee and in the next
Chapter of this Report. Among the exceptions are the two tributes
assigned by the State of Dhar from Banswara and Dungarpur,
These were made over in 1818, when the State was taken under
British protection, in return for the recovery of lost districts.

Recommendations in case of tributes directly imposed or negotiated.

61. We have now, in accordance with our Terms of Reference,
reviewed the origin and purpose of these cash contributions, and we
proceed to the second part of our dqty. Qur Terms of Reference
require us to advise “ whether they (i.e. cash contributions) should
be immediately reduced or eventually extinguished in the manner
contemplated in paragraph 18 of the Report of the Federal Finance
Sub-Committee, or must be regarded as outside the scope of that
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Contributions represented by « Material Assets.”

66. There are cases where, apparently or in fact, a consideration
has been or is being received in respect of the contribution, and we
have been asked and have now to distinguish such cases where,
owing to the transfer of material assets such as land still in possession
of the contributing State, or to the contributions being for special
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or by necessary implication, accompany the grant, or where the
payments have not in course of time been followed by a tacit
recognition of sovereignty. It is true that now and then there is
little in the terms used in the treaty or grant to distinguish the case
from a grant of jagirs or of revenue only, but sovereign powers
appear to have been exercised even in these cases from the beginning
A typical instance is afforded by the tribute of Ajaigarh of which
some account has already been given. When the two additional
districts were granted to the State at the beginning of the last
century the terms used were appropriate to the creation of a
perpetual lease, but, though in 1812 these districts were not in-
cluded in a list of the territories then constituting the State, it would
appear that they have in practice always or long been treated as
part of the territory belonging to the State and in no way different!

from its other territorial possessions except for the payment of th}é
fixed annual sums. The cases of Panna and Charkhari are practicall

identical with that of Ajaigarh. Y

_ 68. It might possibly be held that the tribute paid in such cases
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We feel, however,. that it is difficult to distinguish these tributeé
or to treat them differently from those imposed on the many States
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on the transfer to it of additional territories, and since then fixed
at Rs. 2} lakhs approximately, this amount representing the
equivalent of the revenue lost to Government by the transfer of the
territories comprised in the re-created State. It may be thought
that a transaction of such recent date ought not now to be revised
to the exclusive advantage of one of the parties to the bargain;
yet only by remission of the tribute can Benares or other States
similarly situated be brought into Federation on a footing of
equality and on an equitable financial basis, and the date on which
the tribute first became payable is not really relevant. There is
little doubt that the districts transferred to Benares, if in the hands
of the United Provinces to-day, would not yield the surplus estimated
in 1911 or 1919, when the economic conditions and the cost of
provincial administration were very different from what they are now.
There seems also little reason for distinguishing between a State
which has agreed to pay an arbitrary sum as a condition of its
creation, existence, or preservation, and the case of Benares,
where a figure based on the revenue of the State has been fixed on its
restoration to a previous Ruling House. In the one, as in the other,
the contributions are obligations determined by treaty or agreement,
and in both the considerations arising on Federation are the same.

71. These examples will perhaps have sufficiently illustrated the
problem presented by Class (4) and the principles on which we
believe it should be dealt with. We do not consider that a State
itself, or a part of it, should be held to be “ material assets” for the
present purpose, and would advocate that, if the principle is accepted
that tributes are ultimately to disappear, it should be applied broadly.
We have carefully scrutinised the cases included in Class (4) and hold
that no question arises of “ material assets " in a sense which would
justify us in excluding them from tributes which in our opinion
should be extinguished. We accordingly recommend them for the
same treatment as recommended for those in our first three classes.

~  Contributions made for *Special and Local Purposes.’’

72. The payments * for special and local purposes ” are in most
cases for local corps, in which we include the Kolhapur Infantry.
These forces have been referred to already and are fully described
in Appendix ITI. The States liable for the payments for them
demand the cessation of their contributions on the grounds that the
corps are no longer required, or that they are themselves ready and
able to provide forces of their own and to discharge the duties for
which the corps were raised. They allege, also, in certain cases that
the forces for which they contribute are neither recruited, stationed
nor used in their territories.

73. We have not been in a position nor have we had the time to
investigate the validity of these contentions, but we have been
impressed by the force of the argument which prima facie they
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out of which States are developed which have long been recognised as
possessing sovereign powers. In no case do we consider that these
payments are in consideration of any material assets which would
justify a claim to the retention of the payments under Federation
or that they are used for any special or local purpose. We therefore
hold that they should clearly rank for remission.

77. The second class of acquired tributes, which comprises those
obtained by treaty, raises one of the most difficult problems with
which we have been confronted. In many cases States are, or were,
under obligations to make cash payments to other States, and the
present class is made up of cases where these inter-State tributes
have been assigned to the British Government.  The main cessions
were made by Rajput and Kathi States to Baroda and Gwalior,
and were assigned to the British Government in return for sub-
sidiary forces, by the former under various treaties in the early
part of the nineteenth century, by the latter under a treaty of
1844 modified in 1860. These assignments formed part of much
larger transactions, by which extensive and valuable territories were
also ceded by these States, a full account of which will be found

in Chapter IV.

78. If such assigned tributes are remitted for the benefit of the
States which have made them over to the British Government,
they immediately revert to the general category of direct inter-
State tributes. We have, therefore, found it necessary to give
some consideration to these, especially as their existence raises
important issues in connexion with the future financial relations
between units of the Federation.

Inter-State Tributes in general.

79. The Round Table Conference, when it recommended that
tributes be extinguished as early as possible, did not perhaps
recall that, in addition to those paid to the British Government,
tTlere are also tributes paid by one State to another. The inter-
State tributes include those paid direct by one State to another,
those collected by and paid through the British Government, and
those assigned to the British Government. Such payments whether
retained or assigned are inconsistent with the idea of a Federation
of equal units, and contravene the principle of equality of burden.
At the same time we are bound to admit that we have seen no dis-
position on the part of the creditor States to surrender them, and
indeed, certain States deprecate their remission as likely to prejudice
in some degrez their own claims to a superiority of status,if not to a
kind of suzerainty, over the States which are their debtors, and even
desire a re-assignment of the tributes to themselves as a support and
acknowledgement of such claims. This appears to us to indicate an
attitude of mind wholly alien to the Federal idea, but the attitude
none the less exists, and must be recognised.
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30

80. W .
which b :vzalar::ft Ill)o mandate to deal with those inter-State tributes
they are paid di ef rf1 assigned to the British Government, whether
GOVemmIs)ant ]rgec rom one State to another or through the British
problom and in vise of orte the extent and importance of the
] its connexion with : .
those cases which have come to our noticetl}llzvissll)%gidsflrc:?vute'st{
n i

Appendix IV side by side wi
t .
made to the BritishyGOVemr;?ngle summarised table of payments

81. Whether or not th
. . €se payments are t ;
t . - e tob
?e%i élr);iixth the relationship between States W?l(f eagrirded bers of
generous ,Olvivce can, for our own part, only record am}(limbers o
policy on the part of the creditor States wi ope that 2
payments disappear along s will ensure that the

with those due to o
If the acknowledgment of status is conside?g(el %ilﬁgg?;ermtnent.
portance

elves i
» We may observe thatin circumstances

D ight reasonably be substituted for the pay-

Inter-State Tributes assi
gned to meet oblizat;
contributions. obligations for cash

y, however, i _
h PaymentS.lS the treatment of the tributes

82. Our real difficuit
assigned in lieu of cas

hich :
recommend. There are th w. we feel constrained
these cases. ree alte o

The first of these is to e
Ros xcuse the tribute-payi
tribute 1:’0 %c?lg gﬁa’g € same time to give credit I;Oi’lrtfe ke e
e e («tal.lg. Gwalior) which assigned it "I‘h:;'lm'ount o
for it, and would b ) .trlbute but the Edoont (;f S mV01YﬁS
Th; e would f mamf.estly unfair to federal reVenfl(;rsnpensatlon
. to remit the trib i .
bid : ute wit i
o tionrYO:;lCL pti(r)liognwe' no credit for its assilgr)xlll;erftefer’el‘r}llc‘e policy
, In | ,.1mp'0551b1e so long as inter- . ih pohqy
general are not extinguished, § o ate tributes in

tribute had been im lor, but an i

1 1 imposed. The lev equal direct cash
i:o.xg)tmue along with other inter-State ya from Ratlam would still
ribute were remitted. To remj bayments even if the British

A t withou i .
to Gwalior is to be generous at the lattert’scéi(li)gnor re-imbursement
se.

The third is to hold
he that i
remit inter-State tributes, t?lé lflz?ctglt}txhe tates

. generally agree to
been assigned to the Paramount P 3

at an inter-$tate tri
e tribute has
ower and that the latter is

31

illing to relinquish its own interest in it, ought not to affect the
ssition as between the State which pays the tribute and the State
hich has transferred to the Paramount Power its right to receive

In that event the tribute would continue in existence, and,
fter the Paramount Power has relinquished its interest in it,
1e right to receive it would revert to the State by whom it was

reviously assigned.

83. Though we admit the difficulties which this course involves,
/e believe that they are less than those presented by either of the
ther alternatives, and we recommend it for adoption. It may for
olitical reasons be desirable that the tributes should be paid to the
»aramount Power as heretofore, .and by it transferred
o the State in whom they will have revested, a plan which
; already in force in respect of some other inter-State tributes.
\n extremely complicated case which falls under this head is the
jodhpur tribute. Rs. 1,08,000 were originally payable by - Jodhpur
o Gwalior. By the Treaty of 1860 this tribute was transferred
n part payment of a subsidiary force.  Jodhpur has been
»aying only Rs. 98,000 to the Paramount Power, as a reduction
# Rs. 10,000 has been allowed in respect of the claims of
Jodhpur to Umarkot. With the merits of the matter we are not
-oncerned, but on the assumption that this adjustment continues
‘o be made our recommendations involve in effect the annual
sayment of Rs. 1,08,000 by Jodhpur to Gwalior, either direct or
through the medium of the Paramount Power, and the payment
of Rs. 10,000 by the latter to Jodhpur.

Special Cases.

84. Mention may appropriately be made here of some cases
which present peculiar features. The first is that of the fluctuating
tributes. The fact that they are subject to revision does mnot
affect the principles applicable, and they fall for treatment on the
lines determined for tributes in general. It is obvious that the
system of revision is inconsistent with the adoption of the principle
of reduction and ultimate extinction, and we recommend that the
present figures of fluctuating tributes should be accepted as the

basis of any scheme of reduction and extinction.

85. In certain cases tributes have been suspended or reduced for
a term subject to conditions. Such is the case in Manipur, where
the fixed amount of Rs. 50,000 imposed on the regrant of the State
after the outbreak of 1891 has been reduced to Rs. 5,000 for the
twelve years ending 1932-33 on condition that the balance of
Rs. 45,000 is spent on the improvement of the administration of
the hill areas of the State. In the case of Kapurthala the annual
payment of Rs. 1,31,000 due from the State has been remitted on
conditions relating to the cost and efficiency of its State Forces.

(11544) B 4
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case to as much as 40 per cent. of the revenues of the State, that
we hold that the relief should be immediate. We would recommend
for similar treatment the payment made by the State of Kolhapur

towards the cost of the Residency and its establishment, for which
we can find no justification in present circumstances.

89. There are practical difficulties in fixing exactly the revenues
of States for the purpose of calculating the relief admissible under
the above proposals, but these are not beyond the power of an
experienced officer or officers, such as those who constituted the
Special Committee, to surmount. The immediate relief recom-
mended under the five per cent. principle will amount to over
Rs. 11 lakhs a year; that in the case of Kolhapur is not a fixed
sum, but will not exceed Rs. 50,000. After this immediate relief
(Rs. 12 lakhs) has been carried out, there will remain tributes
amounting to not less than Rs. 63 lakhs a year ranking, under our
recommendations, for eventual remission. But we would point out
that our proposals regarding remission of payments for local corps
carry with them the assumption that with the remission the cost to
the Federation of their upkeep would simultaneously disappear.
The contributions in respect of these corps amount to approximately
Rs. 4 lakhs a year ; if it is possible to disband the corps (i.e. Mina
and Malwa Bhil Corps and Kolhapur Infantry) and remit the con-
tributions, the total net cost to Government will be reduced from
Rs. 63 lakhs to Rs. 59 lakhs approximately.

90. We recommend that the payments* made by the general body
of States should disappear at least pari passu with the contribu-
tions in the form of taxes on income from the Provinces to the
Federal Government. The recent Report of Lord Eustace Percy’s
Federal Finance Committee hazards no estimate of the time
required for this process to take effect. We consider it, however,
essential in the interests of the contributing States that a moiety
of the contributions which remain payable after the remission which
we recommend in the foregoing paragraph should be extinguished not
later than ten years, and the whole not later than twenty years, from
the date on which they enter Federation, and we recommend that
provision should be made to this effect. We believe that long before
these time limits are reached the pressure of provinces as well as
States will have caused exceptional contributions from both groups of
partners in the Federation to disappear, and will have replaced them
by other forms of federal Revenue. Nevertheless we feel that the
States will expect and are entitled to receive some assured guarantee
of relief within a definite period, and it is on this ground that we base
our recommendation.

* For our recommendations regarding the setting off of the value of
immunities enjoyed by individual States against’ the amounts so to be
remitted see Chapter IX.
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Summary of conclusions and recommendations
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We recommend also :—
that fluctuating tributes should be stabilised at their
resent figures, and that the conditions attached to certain
other tributes already remitted should be removed or relaxed

(paras. 84-85) ;

that the securities representing the amounts paid for
capitalised tributes should be returned pari passu with the
remission of annual payments (para.86) ;

that immediate relief should be given by the remission
of the amount of any contribution which is in excess of five
per cent. of the total revenues of the State which pays it
(para. 88) ;

that the remaining payments chould disappear, at least
pari passu with the income tax contributions from the

Provinces, but that & moicty should be extinguished at the
latest in ten years from federation, and the whole within

twenty years {para. 90).

We estimate that the immediate relief will amount approximately
to Rs. 12 lakhs a year, and that the net amount excluding these
Rs. 12 lakhs, but including contributions in respect of local corps
which will rank for remission, will not exceed Rs. 63 lakbs a year.
1f the savings resulting from disbandment of local corps are set O

against the remissions, the total net cost to Government will be

Rs. 59 lakhs a year (para. 89).
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CHAPTER IV.—CEDED TERRITORIES.
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during the Round Table Conference on the subject of those cash
contributions formerly known as tributes. It was first agreed that
tributes were inconsistent with the Federal idea and must ulti-
mately disappear. The point was then raised by certain State
representatives that there was no real distinction between tributes
and cessions of territory. The analogy was thus questioned at the
time, and while there was practical unanimity in favour of the
ultimate remission of tributes, opinion as regards the treatment of
ceded territories was divided, so much so that our Terms of Refer-
ence clearly contemplate the possibility of the rejection of all claims
under this head.

95. An examination therefore of the supposed analogy between
these two forms of contribution to military defence is a necessary
preliminary to determining how far financial adjustment in the
one case demands financial adjustment in the other. Our
enquiries establish beyond all doubt that tributes and cessions of
territory have, for the most part, a common origin, and that as often
as not it was entirely a matter of chance whether a State paid
tribute or ceded territory instead. Although the circumstances in
no one State illustrate the entire process of development, the course

of events in most cases was very similar.

06. In the earliest instances the obligation laid upon a State
which entered into an alliance with the East India Company was
simply to provide troops for mutual defence in time of war. In
the next stage, owing to the inefficiency of the local levies, the
latter were replaced by a force raised and officered by the Company
at the expense of the allied State. Finally, owing to irregularity
in the payment of the instalments intended to meet the cost of this
force, it was arranged that for cash payments should be substituted
a cession of territory estimated to bring in a net revenue equivalent
to the sum annually required. We find it impossible, for instance,
to draw any distinction between the origin and object of the Nizam’s
cessions in the Madras Presidency and the Cochin or Travancore
tributes. So far, then, it would seem that, if a tribute-paying State
has a claim to remission, a State which has ceded territory is equally
entitled to some form of relief. We cannot admit the argument
that in the one case we are dealing with a transaction which is
final and irrevocable, while in the other the arrangement is open
to revision in the light of modern conditions.

Contrast between interests of taxpayers and interests of States.

97. But in fact we are more impressed with another and a
different line of argument. It has been pointed out more than once
during the course of our tour that the idea underlying remission of
tribute is the relief of the State tax-payer from a burden which the
other tax-payers of the Federation will not be called upon to bear,
whereas any form of compensation in lieu of ceded territories would
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have been impossible for us to have completed even this work in
the time at our disposal, for the complications owing to territorial
adjustments and other causes are endless. Fortunately, every
area included in the treaties of cession has been traced to the
satisfaction of the State concerned. That no objection has been
raised to their findings on this point is a very remarkable tribute
to the industry and perseverance of the two members of the Special

Committee.

Valuation of ceded territory.

100. The Special Committee was required at the same time to
value the ceded territories, a task which they have carried out
most satisfactorily. We are again impressed by the thorough-
ness with which their work has been done, and the fact that a
representative of the Princes has signed the report is a further
testimony to its impartiality. Unfortunately, for reasons which
are fully set out by the Special Committee itself in the last
Chapter of their Report, we have been unable to utilise this valuation
in the manner contemplated when orders were issued for its

preparation.

101. It has been explained above that in the first instance cessions
of territory were made on the understanding that the net revenue
or surplus of a ceded district should be sufficient to defray the
cost of a particular number of troops. If conditions had remained
constant during the last hundred years, the task of recommending a
financial adjustment in lieu of the cessions would not have presented
any particular difficulty ; but conditions have entirely changed in
the interval. At the time of cession the land tax was almost the
only source of revenue, while expenditure on administration was
limited to the cost of collecting taxes and the maintenance of law
and order of a very rough and ready kind. Since then there has
been a progressive increase in the land revenue and other taxes
have been imposed; the gross receipts from all sources in the

different territories coming under ouf consideration are often three

or four times what they were at the time of cession. On the other -
hand, the cost of administration has grown out of all proportion
to revenue. Such items as education, medical relief and public
works, which found no place in the budgets of our earlier adminis-
trations, now require more money than taxation can supply.
Further, the whole conception of Indian finance has undergone a
change and it is no longer considered correct to budget for a sub-
stantial surplus; on the contrary, a Government is expected to
balance revenue and expenditure and, if revenue exceeds expenditure,
to reduce taxation. Finally, military ideas and methods have
been completely revolutionised. The problem of defence is now
concentrated on the North West Frontier. Machines and modern
armaments have become of more importance than mere numbers ;
and the particular forces provided in the treaties are out of date
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with that of the Bombay Government in Gujerat, and to observe
that the standards of the two are not so very different. It may well
be that the administration of the ceded districts would be less costly
if they had remained uninterruptedly in the possession of a Darbar,
but the course of events during the last hundred years cannot be
ignored, and we believe that even in the event of retrocession it
would be quite impossible for a State to reduce its scales of pay and
of special services to a substantially lower level without giving rise
to very serious trouble. We must admit that a reduction of overhead
charges would not provoke the same discontent as a general reduc-
tion of salaries in the district itself ; but we find any approach
to the problem on these lines too vague and general for practical
purposes. We are not, therefore, prepared to apply to the ceded
territories the ordinary scales of pay and standards of State adminis-
tration as an element in valuation, nor to adopt any arbitrary
percentages with a view to scaling down the cost of overhead

charges.

104. Another method suggested for our consideration was to
ascertain the present-day cost of the military units specified in the
treaties of cession, and to credit the States with this figure in lieu
of compensation based on the net revenue. We fully admit that the
territories under consideration were only surrendered in return for
obligations accepted by the Central Government at the time, and

* that until its claims are adjusted the State which has ceded territory

cannot in fairness be asked on entering Federation to contribute
to defence on the same basis as other units which have made no such
sacrifice. To place all units on a common footing, the special obliga-
tions of the Central Government in regard to defence must be
liquidated, but, as we have already stated, the changes in military
ideas and methods have been so far-reaching that any valuation
of the present-day cost of troops specified over a hundred years
ago would be merely misleading, and offers no prospect of a
satisfactory solution of the difficulty.

Method of valuation proposed.

105. After the fullest consideration of the whole question we
find ourselves compelled to adopt a method which we realise is
open to certain objections, but which we definitely believe to be
the fairest which we can recommend. When the districts were
surrendered a careful estimate of their values was recorded and
accepted by both parties to the agreement. In the present situa-
tion it is desired to cancel this agreement. Both revenue and
expenditure have largely increased since the date of cession, but no
valuation based on present revenue and expenditure affords any
prospect of a settlement satisfactory to both parties. We con-
sider that the Federal Government, once the alternative of
retrocession has been rejected, must accept the responsibility for any
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Government whenever required.” In 1768 this e

revised, and the Company agreed to furnish th, nlg\la_gement was

requisition with a definite force (two battalio “of

guns), the Nizam to defray the cogt of th e troo POYS with

employed in his service. In 1798, on the eveseft

with Tipu, the subsidiary force was made o

to six battalions with guns, costing Rs. 24,17,100 pe

quarterly from the Nizam’s tfreasury, ﬁinéxlly I;nr ?g&;l " payable

conquest of Tipu and the fall of Seringapatam’ a {orter the

conclqded under which the subsidiary force ’wasnetw treaty was

8,000 infantry and 1,000 cavalry with guns : anq territ(:)ricéznslﬁt t;)f
» Mostly

those acquired from Tipu by the Niz
a i
payment for the maintenance of the trrcr)l(;pv:ere ceded in lieu of cash

107. The districts ceded under this tre
Presidency and have been identified with
(1) Bellary,
(ii) Anantapur,
(iii) Cuddapah,
(iv) Kurnool,

(v) the Taluqgas of Mad .
district. q anapalle and Vay alpad in the Chittoor

There can be no doubt that the above dictri
for specific military guarantees, e districts we

108. On the other hand, there are i
: ’ cert. ;
Provn}ces and Madras which were ceded z:inaarlzis e Central
we will show, cannot be included in our reCOmet;e(rililtet" but, fas
ations for

aty are all in the M
the districts of :—_ adras

re ceded in returp
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financial adjustment, viz., the Taluqgas of Rakapally, Bhadrachalam,
Cherla, Albaka, Nagur and Sironcha. These areas ceded in the
treaty of 1860 were included by the Special Committee in their
valuation. We find that the cession of these talugas was part of
a general re-adjustment of boundaries and was not connected in
any way with the military obligations or guarantees with which
certain other articles of that treaty are concerned. We must hold
that this cession is outside our Terms of Reference and should
not in any case form the subject of any financial adjustment.

109. We are left, therefore, with the territories enumerated in
paragraph 107 as the cessions intended for the maintenance of a
subsidiary force consisting of 8,000 infantry, 1,000 cavalry and
guns.

110. The Nizam’s Government has in the course of the last hundred
years accepted certain modifications in regard to the exact com-
position of different units of this force; but in all essentials the
present garrison of Secunderabad represents the subsidiary force
of 1800. It has been admitted by the Nizam’s representatives
in the course of their discussions with us that the military obliga-
tions assumed by the East India Company in 1800, and inherited
by the Crown, are fulfilled to His Exalted Highness’ complete satis-
faction. If Hyderabad is now to enter Federation, contributing on a
uniform basis with other units to federal resources (including defence),
demanding no special form of protection, and dispensing with the
services of the subsidiary force, there is obviously a case for financial
adjustment once retrocession of the ceded districts is rejected as
a remedy.

111. At the time of cession it was supposed that the ceded areas
in the Madras Presidency would yield a revenue of Rs. 71-81 lakhs
per annum. As a matter of fact, in 1801 the revenue was no more
than Rs. 36-70 lakhs, and only reached Rs.60 lakhs five years
later. According to the calculations of the Special Committee,
based on a five years’ average, the revenue is now :(—

Central .. .. .. .. Rs. 63,31,500*%
Provincial .. .. .. .. Rs. 1,81,88,100*
Total .. .. Rs. 2,45,19,600%

It is interesting to observe that, out of the large sum now realised
from these districts, land revenue amounts to only Rs. 76,39,300,
or very little more than the assessment at the date of cession. The
greater part of the present revenue of Rs. 245 lakhs is derived
from new taxes of a type unknown in 1800 and certainly entirely

* The above figures include the six Talugas which are outside our
Terms of Reference. But we have ascertained that the sum involved is so
insignificant that it can be ignored, especially in view of the treatment which
we recommend on the main question at issue.
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beyond the capacity of the inhabitants i
' ] at that
increase in the cost of administration is no Iesst;?ri:ﬁc p‘tz)lly. %ﬂe
figures supplied to us are :— e ¢
Expenditure—Central .. .- Rs. 4,23,000
. —Provincial .. .. Rs1 71,89’900

As a matter of fact, these totals ar i i i
figure for expenditure under the heag snégfgalrgmﬁdlfg‘ a&; zlhe
the cost of collection, whereas central revenues arrey‘mgu ¥
utilised to defray the cost of defence, etc., and thereei r_aus«fz e
:grpius at all. Under the head Provincial,” there is :nuzlx aztr n(z
rplus of Rs. 9,98,200 per annum; but the Special Corlilp 'tin
very rightly point out that it is a question whether certai }rlnl o
on account of Public Works and Famine should not b r(llcd sctod
irom this total. We do not consider charges in the casi o(f3 UCtid
or which no capital accounts are kept to be a correct debit, i much
as such works have ordinarily been financed out of r1 A
the other hand, we consider the revenues of the cedec]ie \33113 ot to
be rightly charged with interest on account of works flzrrlsxflsxiéﬁ

capital accounts are kept, in view b
the circumstances of tlll)e case. ot of the Meston award® and of

112. In the matter of famine expendi .

per annum appears to us to be ingulgﬁ%igrl,rte t}’}eh i(le}f?llt of Rs..28,000
represents the ceded districts’ proportior;ate sh B e e,
vincial contribution to the Famine Insurance ;lre do'f the pro-
apportionment entirely ignores the fact that the distlrli“t ; but this
are those most liable to famine in the whole of the cMs atln question
dency. It is the average expenditure in these particularr?is' PFesx-
and not the average of the Presidency, that we should appl Siricts,
gstxmate. g‘gmg the last 50 years no less than Rs. 33 gg)r};sm h::zlr
F?;?}:;Pi’;l eeﬁ on fﬂmlr}e work and famine relief in these districtse
based d’ ve years’ period on which the revenue estimate is
ased does not include a single famine year, while famin e is
{egulafr feature of this tract and necessarily occasion conseiii ar% 12'1
oss of revenue when they occur. For instance in 1876 lerable
of land revenue amounted to Rs. 30 lakhs, an(i in 1896 remissions
lakhs ; and there must in every case have been a fo Rs. 21
diminution in the receipts from other taxes. We correslll)ondmg
that with fche extension of railways famines alle of fara;e v»;e aware
and severlty than was the case even 30 vears ago CS§ requency
that crop failures are as unavoidable as ever in this gdry beﬁtarg t;e:%

the debit of only Rs. 28,000 s :
cace. y , per annum is insufficient to meet the

113. In the circumstances, we are drj ’
. , riven to th i
there is no such surplus under provincial revenuese zfso nclusgon e
the basis of any financial adjustment. We must f:l?e ft n:'lﬁi

* The Meston award was the first st i
provincial finance after the Montagu-Chzgxx;?o:ger:ggﬁtmn of central and
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provincial revenue and expenditure balance approximately over a
period of years. Thus, if the ceded districts were returned to
Hyderabad and the present system of administration and social
services maintained, we find that the greater part of the Rs. 63,31,500
(central revenues) would under Federation go to the Federal Govern-
ment, customs, salt and other indirect taxes having been allotted to
the federal fisc. All that Hyderabad would retain would be direct
taxes—net Rs. 3,97,300*—while under provincial revenue there

would be little or no surplus at all.

114. Here there is an additional complication, as in Hyderabad
there is no income-tax, whereas considerable revenue is raised by
means of internal customs duties which find no place in the fiscal
system of British India. We need not, however, pursue these
calculations any further, as we are informed by the representatives
of the Nizam that His Exaited Highness’ Government has no wish to
accept any financial adjustment in lieu of the ceded territories,
and desires the continued maintenance of the subsidiary force
and the full performance of the treaty obligations undertaken by the
Company’s Government in 1800. ~ The treaty is only terminable with
the consent of both parties, and there is, therefore, no option but
to meet the wishes of His Exalted Highness’ Government.

115. The fulfilment of these obligations, however, does not impose
as serious a burden on the military budget as would be the case if
the units of the subsidiary force could not be moved outside the
Nizam’s dominions. This was certainly not the intention of the
Allies in 1800, and these units are still available for active service
(see article 5 of the treaty of 1853). They were utilised in the Boer
War, in the Great War, and more recently in the Burmese rebellion
of 1931, with the cordial approval of His Exalted Highness the
Nizam. Thus, if the subsidiary force did not exist, it would prob-
ably be necessary to raise new units for the Indian Army. In
qur opinion, the continuance of this form of special protection in
the case of the Nizam can be accepted without any undue strain on
federal resources. It was at one time suggested that under Federa-
tion the Hyderabad Government should be reimbursed for the cost
of any units of the subsidiary force employed on active service, but
this would be at variance both with the letter and spirit of the treaty.
Apart from this, we understand that the Hyderabad Government
is prepared to meet its full share of the burden of defence under

* Direct taxes—Central—

Income-tax Rs. 5,82,200

Miscellaneous 3,900
Total .. .. .. .. . 5,86,100
Deduct cost e e .. .. .. ,» 1,88,800
Net .. .. .. .. Rs. 397,300
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123. It is to be noted that in addition to itori i
funds were assigned by the Gaekwar at the S:lrl:l:etfirrg;ongrshcertam
specified in Class (7) of the Cash Contributions detailed in Apaeyar.
III to our Report. It has been impossible to identify all thelzrgleln o8
or shares in villages, at least in one case~that of Kaira Jagir 1 a’ll‘glfs
Special Committee made a proportionate deduction basgd -o its
value (Rs. 42,000) at the time of cession, from the révenue asn ltlsi
as from Bthe kﬁxpenﬁtgreh()fdtf}ge ceded districts on account of r;fis

agir. this method the difficulty of i i i i
gefritoriesyhas been overcome. ¥ of dealing with the unidentified

. 124, The valuation of the ceded territories by th. i
mittee is given below :— ¥ the Special Com-

C
Provincial. entral.
Direct, Indirect, Total.
Rs. Rs. R

Revenue .. .. | 5611700 | 11,77,800 | 36,13.400 o 200
Expenditure .. 68,91,900 1,89,300 97,200 2.86.500

— it
~12:80200 | +9.88,500 | +35,16200 | 44502900

The net result of the valuation, on the assumpt; —
taxes go to the Federal Government, is a deﬁcig) olfoz th:t indirect
Rs. 3,00,000 per annum. Pproximately

125. The Baroda Darbar does not acce i :

basis of financial adjustment. The most impoggni%fit;;?gﬁggn as a
on behalf of the State is that the years on which the figure vanced
revenue of the Ahmedabad and Kaira districts have begrl: cs10f fand
and on which the valuation is based were not average alculated
included years in which the districts were visited 1 é’eaés, but
frosts of an unprecedented character or were seriouslyaf? oS and
political movements and the world-wide financial de rZss' eoted b~

suggested that the sanctioned total land revenue fgr A;lon. It is
and Kaira should, subject to the necessary deductions f T}fdabad
ceded areas, be adopted as the standard. The Sanct?r € non-
land revenue for Ahmedabad is Rs. 33,73,095 apq 1(}ned total
Rs. 80,04,163. The Darbar suggests that these figures b or Kaira
rather than the figures given by the Special Commity eRadopted
lakhs for Ahmedabad and Rs. 18.24 lakhs Yor Kaira) ee (Rs, 16.87

126. We have closely scrutinised these argu
in the first place, the sanctioned total land reve
is really a nominal figure, seeing that very large
for Ahmedabad and Rs. 9.43 for Kaira districts

ments and find that
nue for these districts,
sums (Rs. 15.79 lakhs
)have to be deducted
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from the gross amount on account of revenue which never finds its
way to the Treasury, being deductions for lands assigned for specific
and public purposes, alienations for Inams, uncultivable land and
land held free or on specially reduced terms. The Special Com-
mittee has in fact drawn attention to the large alienations of land
revenue which are special features of Kaira and Ahmedabad districts.
We find the average land revenue demand for the ten years ending
1920-30 was Rs. 18.82 lakhs for Ahmedabad and Rs. 22.72 for
Kaira. But from this has to be deducted the average remissions
of the ten years, Rs. 2.69 lakhs and Rs. 2.66 lakhs respectively.
We are convinced by these figures that the credit given in the
Special Committee’s Report for the districts is neither unreasonable
nor inadequate. We were at first impressed by the argument that
the adverse factors referred to above might have affected the
revenue during the period upon which our calculations are based.
A scrutiny of the actual collections from the year 1917-18 and on-
wards has made it clear that the figures shown are by no means
below the average, and that in other years remissions and suspen-
sions have been even more considerable than in the years taken into
our account, Thus the net average collections of the two districts
during the ten years beginning with 1920-21 are actually less than
the average land revenue of the two districts worked out by the
Collectors and embodied in the Special Committee’s Report. There
seem no grounds therefore for questioning the fairness of the basic
figures used in the above valuation.

127. The Darbar has also criticised the method adopted for
ascertaining the amount of customs duty on goods consumed in
the Baroda ceded territories, basing its argument on the fact that
the proportion of urban to the total population is very high, that
these territories include a very large and highly developed industrial
city—Ahmedabad—and that the mileage of railways and con-
sumption of sugar in the two districts is much higher than the
average of the whole of India. But these factors have automatically
entered into the computation, and full provision has been made
for the necessary weightage for the towns, factories and railways
which the area possesses. The Special Committee, for reasons
which it has stated, has modified and improved its original scheme
of calculations in some respects. But the result, so far as Baroda
is concerned, has been slightly to reduce the total duties for all
Baroda ceded territories—irom Rs. 33.87 lakhs to Rs. 33.26 lakhs.
In the revised estimate the import duty per head for Ahmedabad
and Kaira districts works out at Rs. 3-2-6 against the average
for the whole country of Rs. 1-4-2. In the case of Ahmedabad
district, the figure is as high as Rs. 4-7-11. It is evident therefore
that the valuation makes full provision for the special circumstances
and the high rate of consumption of imported goods in the territories
in question. On sugar, which has been specially referred to by the
Darbar, 83 per cent. more duty has been credited than the actual
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population of the ceded territories would warrant o
})a51s: The‘ serious diminution in customs re
in spite of increased duties is also an important factor in th;

is con-

nexion. But it is unnecessary to
O ‘pursue the
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130. Thus, after careful considerat;
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allocation of revenue between Central and Provincial Govern-
ments as a sufficient reason for holding that its ceded territories are
worth less than nothing.

131. The Darbar has suggested that either the present day
cost of maintaining the subsidiary force should be credited to it in
lieu of the ceded territories, or that the percentage of expenditure to
revenue in the Baroda State should be applied to the gross revenue
of the ceded districts and the resultant surplus made the basis
of a financial adjustment. Both these methods have been dealt
with in the introductory Chapter, and we are unable to accept
either as a basis for a settlement. We are thus faced with the
difficulty of finding some other method of arriving at a financial
adjustment, in view of the fact that we regard it as inequitable to
treat these areas as of no value. It is not within our Terms of
Reference to recommend retrocession of territory. But in this
case we consider that the possibility of at least a partial retrocession
of territory might be considered. The Baroda State, apart from its
possessions in Kathiawar, consists of three isolated blocks in Gujerat,
and some measure of consolidation would no doubt be very welcome
to the Darbar. In the event of any retrocession being considered
impossible, we hold that the Darbar may well claim that the terri-
tories when handed over to the British Government were worth the
Rs. 24,31,969 at which they were transferred, and that the British
Government is responsible for any diminution of value, especially
in view of the fact that the gross revenue has admittedly risen since
1818 to over Rs. 1 crore per annum. Such a settlement would, of
course, imply cancellation of all special military obligations and the
acceptance by the Baroda Darbar of the common burden of defence.
It is relevant to add that the latest estimate of the State’s present
contribution to the central revenues from the non-ceded territories
is Rs. 35,88,800, of which Rs. 31,60,600 are derived from customs
duties, and that the greater part of this sum is utilised on payment

for defence.

132. Accordingly we recommend a financial adjustment based on
an annual contribution of Rs. 24,31,969, to cover both the territorial
cessions and cash assignments for the maintenance of the subsidiary
force. We are aware that subsequently to 1818 the Government of
India made over to the Gaekwar territory including what is now
the valuable port of Okhamandal, and have considered whether this
cession should Be regarded as a set-off. We are of opinion that the
value of the territory itself is not worth taking into consideration.
Okhamandal was for many years a deficit district and a drain on
Baroda’s resources. But here as elsewhere we propose to set off
immunities against contributions, and our recommendations on
this point will be found in Chapter IX.
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(3) Territories ceded by the Maharaja Scindia of Gwalior

133. His Highness the Maharaja of Gwalior i .
for the Darbar has, however, been ably repreS:nierglgor;ch
of Regency. In the matter of ceded territories two SeI};ar

The case
e Council

Gwalior Darbar in 1803 ; the second N
the treaties of 1844 and 1860. concerns territories ceded under

134. By the treaty of 1803, after the com ; ;
both in Central and Upper India, the MahaIlel?:leSC(l:(ierfsiai; (;i(lillsdarmllcles
East Indl‘a Comp_any extensive territories in Hindustan ed P
of the Ajanta hills, the value of the former alone b e
Rs. 1% crores per annum at that time. By article 15 :fmt%eng;rrrllz

treaty the Maharaja was given the option of becoming a party to

of the Maharaja’s territories ” maintaj e L
battalions of infantry with their complelg1 ealll tsg;bzl;itli:ilg forcg of six
the expense of_ this force out of the revenues of the ]y }zian defray
the sgcond, third and fourth articles of the treat ? s ceded by
that if the option was not exercised the Maharaj Y ope as added
I.ﬁ affeﬁt any of the other stipulations of the treat
at the cession of territory would stand y ,
fact, the Maharaja agreed to join the alzllisar?gé?r;ld A:Saan;zc};flcle: o:

second treaty was concluded in 1804 b i .
pany undertook :— » by which the East India Com-

(1) to afford protection in the event of u i
against the rights and territories of the Mglli;?:joak?d ggression

2) to furnish the subsjdj . - .
th<(z greaty of 1803 ; subsidiary force described in article 15 of

(3) to defray the cost of this force out of
territories ceded by the Maharaja undgr tt};fa;ejcfgzgc? 'Ofefrlllg

(4) to hold this force at all times In readiness near the frontier

of the State to execute services of im Sk
of the Maharaja. portance on the requisition

135. It is not contended by the Darbar that the territories ceded

in 1803 were an exact quid pro quo for th By
« : e su o
argued that *portions of such territoues bsidiary force, but it i

136. We are, however, unable to accept this i
treaties of 1803 and 1804, as in our opirll)ion ;ién(f
in this case was unconditional. It is true that a
of the ceded territories was in a certain eventp

erpretation of the
ession of territory
art of the revenue

J2’s refusal was not

to be assigned to
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defray the cost of the subsidiary force. But it is reasonable to
assume that this provision was included as an inducement to the
Maharaja to exercise his option; the Company did not demand
a further contribution from the Maharaja in the event of the force
coming into existence for his benefit, because, as explained by Sir
Arthur Wellesley, * Scindia shorn of so much territory could not
bear the cost of the subsidiary force.”* It was open to the East
India Company to appropriate for any purpose the revenue of lands
formerly belonging to and ceded by an Indian State ; but that did
not and could not imply that the State was to be regarded as having
ceded the lands for that particular purpose. That this is no novel
interpretation of article 15 of the treaty of 1803 is confirmed by
another quotation from Mills’ History of India:—* Lastly an
article was inserted leaving the way open to form afterwards an
additional treaty for a subsidiary allowance, which in this case was
not to be subsidiary ; for the English Government stipulated to
afford the troops, their pay and subsistence without compensation,

either in money or land.”

137. In the circumstances, we are unable to deal with this case
as “ cession of territory in return for specific military guarantees”’,
although we consider the Gwalior Darbar to be entitled to requisition
the services of a subsidiary force to be stationed near the frontier
of the State for any of the purposes defined in the treaty of 1804. If
the Darbar no longer desires this special form of protection, it is
of course at liberty to release the Government of India from its
obligations. But, in our opinion, the Darbar would not thereby
become entitled to claim compensation in regard to any territories
ceded in 1803. :

138. The Darbar has also quoted in support of its contention
article 5 of the treaty of 1844, wherein a deduction is made from the
bill of costs presented after the battles of Maharajpur and Panniar
of an amount equivalent to the expenses of 6,000 men with artillery
and stores. We can only say that this deduction is strictly in
accordance with our interpretation of article 15 of the treaty of 1803.
It has never been denied that the Darbar is entitled on certain
occasions to the services of 6,000 men, etc., at the expense of the
Government of India. But this does not imply that the cessions
of territory in 1803 were in return for specific military guarantees.
The consideration for the subsidiary force was Scindia’s adhesion
to the alliance, not the cession of territory, which was the price the
Maharaja had to pay for his defeat in the field, whether or not he
joined the alliance. It is not denied that the troops now stationed
at Mhow, Neemuch, Jhansi and Agra supply the equivalent of the
subsidiary force, and consequently the Darbar does not appear to
have any claim to compensation on the ground of non-performance

* James Mills’ History of British India, page 382, Volume VI.
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of its obligations by the Central Government. We may add that
as in the case of Hyderabad, the maintenance of this force does not
involve a very serious charge on the military budget, as these troops
are always available for service in time of war (see article 10 of the
treaty of 1804) ; in fact, the Central Government has little to gain
by the cancellation of this obligation, as the disbandment of the force

would simply mean that more troops would have to be raised to
take their place.

139. The cessions of territory under the treaties of 1844 and 1860
differ in essentials from those made under the treaty of 1803 and
undoubtedly may be classed as “ cessions” within our Terms of
Reference. The history of these territories begins in 1817 with the
Pindari War, when the Maharaja undertook to furnish a contingent
of 5,000 ‘horse for the campaign. For some reason the oblication
was continued after peace was restored and, in the course of ti?ne as
usually happened, the State troops were replaced by a force
organised by the East India Company and maintained at the expense
of the Darbar. This arrangement was never regularised by treat
till 1844 after the battles of Maharajpur and Panniar By tha}é
treaty the contingent, which had hitherto cost nearly Rs. 5 lakhs
per annum, was increased, and assignments of territory and tribute
valued approximately at Rs. 18 lakhs per annum were set aside for
its payment. A condition was also inserted in the treaty that, if
the net revenue exceeded Rs. 18 lakhs in any one year, the sur lus
was to be paid over to the Maharaja ; if there was a deﬁcienc ; he
was to make it good. It is also important to observe thag ’the
districts so transferred were merely assigned for management and
that sovereignty was not ceded at the time,

140. In 1860, a new treaty was substituted f .
the object :— ed for that of 1844 with

(1) of rewarding Scindia’s services duri .
grant of territory worth Rs. 3 lakhs uring the Mutiny by a

(2) of exchanging certain territories with a view to the con-
solidation of the possessions of the two contracting powers, and

. (3)_ of effepting a formal transfer of sovereignty over those
districts which were to remain with the British Government

At the same time it was provided that a new idi

should be constituted in place of the old continzia?nstldlzzl ffc)}fci
the cost of this force should not be less than Rs 1,6 lakhs "
annum. This subsidiary force must not be confu.sed with fler
subsidiary force created under the treaty of 1804. The 1 ttle
was to be stationed outside the Gwalior State the for?neir
which took the place of the contingent, within Gwa,lior territories’
The permission of the Maharaja was obtained after the Grea£
War to transfer the second subsidiary force, represented b
the Central India Horse, to cantonments Ol’ltSidI; the Statg
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There remain therefore no troops of either subsidiary force in
Gwalior territory to-day, except when there is a regiment in
Neemuch.

141. Identification of the districts ceded for specific military
guarantees under the treaties of 1844 and 1860 has been a work of
extreme difficulty owing to the exchanges of territory in 1860 and
numerous adjustments and transfers since that date. But it is
unnecessary to follow these in detail, as the Special Committee has
been able to secure acceptance by the Gwalior Darbar of the list
it has prepared for our use. This list is as follows :—

(i) Central Provinces.

(1) Nimar district excluding

(a) the parganas of Kanapore and Beria in the
Khandwa Tabhsil ;

(b) Asirgarh fort and 17 villages attached.

(2) Betul district, 48 square miles transferred from Nimar
district.

(3) Hoshangabad, Harda Tahsil.

(4) Saugor district, (¢) Rahatgarh .. 113 villages.

(b) Malthone .. 78 )
(¢) Gurrakota .. 77 ",
(d) Kanjia .. 104

(ii) Bombay Presidency.
(1) 272 villages of East Khandesh district.
(2) District of the Panch Mahals.
(3) 11 villages of Sholapur district.
(4) 2 villages of Ahmednagar district.

(iii) United Provinces.

(1) 38 villages of Bhander .. .. Jhansi district.
(2) 380 villages of Chandheri . .

(3) 160 villages of Kachwayagar .. Jalaun district.
(4) 58 villages of Jhansi . .. Jhansi district.
(5) 17 Jagir villages .. . .. Muttra district.
(6) 3 Jagir villages .. - .. Agra district.

(iv) Central India.
(1) Pargana of Manpur.
(v) Rajputana.
(1) 9 villages of Ajmer Merwara.

With the exception of a few which are untraceable and have
probably been deserted, all these villages have been identified.

142. The total value of the cessions in 1860, including both
territory and tributes, has been given by the Special Committee
as Rs. 14-54 lakhs—ceded territory Rs.10-03 and cash assignments
Rs.4-51. The transactionsinvolved have been so complicated that it
is sometimes difficult to ascertain the exact value attached to a
particular area included in the cession, but we believe that no more
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accurate apportionment of revenue to territory is possible after
this lapse of time. Here we must refer to the Darbar’s claim to be
credited with the full value of the territories and tributes assigned in
1844, namely, Rs. 17-60 lakhs, rather than with Rs. 14 -54, the figure
recommended by the Special Committee, The Darbar argues that, if
the Mutiny reward of Rs. 3'(’)0 lakhs had been given out of British

But, as the Special Committee observes, we can only go on facts
as they are and not as they might have been. We find after
careful consideration of the Special Committee’s explanations
that on this issue its identification of the ceded territories s entirely
satisfactory.

143. Finally, the tributes or cash payments transferred to make
up the sum required to defray the cost of the second subsidiary
force and for which the Darbar are entitled to g credit, are as
follows :—

Rs. (various British

currencies), Rs.
Amounts shown Present
in Aitchison, value.,
1. Kotah .. e © 99,178 94,218
2. Kotrees .. .. 10,279 9,252
3. Ratlam 42,000
4. Sailana S 1’08’550} 21,000
5. Jodhpur .. .. 97,200 1,08,000
6. Amjhera .. .. 34,387 34,019
7. Unarsi .. .. .. 21,100 23,000
8. Khilchipur .. .. — 11,134
9. Keshorai Patan .. 80,000 80,000
Total .. .. 4,50,692 4,22 623

———

These tributes have been further dealt with in Chapter III and
in Class (7) of Appendix IIT of our Report,

144. The revenue and expenditure of the ceded territories at the

present day are given below. The details are to be found in
Chapters XVI and XIX of the Special Committee’s Report.

Central. Provincial,
Rs. Rs.
Revenue— Revenue . 61,54,700
Direct .. 4,60,100 Expenditure 58,21,300

Indirect .. 25,66,000

Deficit..  6,66,600
30,26,100

¢

_obligation for
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n pointed out in the case of Hyderabad, the State

céxiﬁérﬁri 1:18;)5 I?:Seﬁlz from indirect taxes under a Federal Gogern-
t, and the only receipts, therefore, payable into the tate
irrl:;lstjlry in the event of retrocession Yvould be direct taxes amounting
to Rs. 2,45,200 net. The provincial revenue shows a deficit of
Rs 6é6 600. The Darbar strongly objects to the use of these
ﬁgﬁrés as a basis for financial adqutment. In fact, it was suggested
by one of the State’s representatives that the Centra} Government
might well call upon the State to surrender more territory to make
up the deficit on the territory already ceded ; that no doubt under
British administration these latter cessions would be founéi as
valueless as the first; that ultimately the whole Gwalior ta}:e
would be absorbed ; and that the only result would be to adgl todt e
liabilities of the Central Government. This reductio adl a sug um
cannot be dismissed as a mere pleasantry, and it may help to r;rﬁg
home to those who have had no previous contact with States ! e
point of view from which these questions are regarded on the other

i border. ' '

Sl(11642f tTh}fe Darbar’s view in regard to financial adjustment is th}ellt
it should be based on the sum which the treaty prescribes as the
;nnual expenditure to be incurred by the Central Government on

" the subsidiary force. It would further substitute the figure Rs. 18

44 for the figure Rs. 16 lakhs give.n in the
o fr?r?Sté%e tr%a’?;:ef rig reason for gxe substitution of a discarded
treaty? T the’ existing obligation, but we hold that it Is not un-
oy gl to accept the latter figure, 16 lakhs, though slightly in
oxoess feth value of the cessions when the treaty was concluded
(Re. 1 O54 Iekhs) It is hardly likely that the Government of the
(RS. . 1d ?laVe 'consented to maintain a force costing more than
the value f the cession, if there was not some very good reason for
o ine, OIt has also to be remembered that an award of only
R domg‘i lakhs does, as a matter of fact, deprive Gwalior of all
o 14.? . the Mut’iny reward. Having regard to all these con-
b_gneﬁt' o feel that to extinguish the Central Government’s
S eation WZ lesser sum than it is compelled to spend under the
nnot be justified. Accordingly we recommend tfh%t t}llg
ﬁresa;:yofc ?he financial adjustment in this case be the sum of Rs.
a

lakhs prescribed in the treaty of 1860.
(4) Territories ceded by the Maharaja Holkar of Indore.

: ideration in this case is based on the

147' The ‘ﬁa“/? afl(t)r (C)(fmlsfiaifiesaur, concluded in 1818 aftgr the

wording of t :t 1:; &Ile Holkar army at the battle of Mahidpur.
e

complete def s had offered a more stubborn resistance
Folxcllf 0;: gti,ﬁa;;;ag:nf;:s; and it was not to be expected that in
o the

i ) lement
i d confiscations the terms.of sett] ¢
the matterlof,23? ex;llt:o;ﬁ,agessions of tributes and lands yielding
W(t)u:dl v e(ra:xle of Rs. 12,18,000 were demanded as the price of peace
a total rev - 14,109,

C
(11544)
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and accepted by the plenipotentiary of the Darh i
5 and 6 of the trea i 2 ticles 3, 4,
> and 6 of the tr ty are concerned with the cessions.  Article 7
“In consideration of the cession
British Government binds itself to
tain the internal tranquility of th
Holkar and to defend them from
shall be of such strength as shall
object. It shall be stationed whe
determines to be best, and the M
agrees to grant some place of secur

$ made by this treaty, the
supply a field force to main-
€ territories of Mulhar Rao
fore%gn enemies ; this force
be judged adequate to the
re the British Government
aharaja Mulhar Rao Holkar
s o ' 1ty as a depot for its stores.”
. Dou as arisen as to the ex i
considergtion Qf the cessions.” It ha: %ceglezrrlé?l%doil;ciltetvgorQS -
stances in which this treaty was concluded were similaretcml:lm-
leading up to the treaty of Sarji Anjangaon in 1803 with So'tdf)Se
that the same interpretation may be applied to both the tcm o5
and that it may be presumed that the cessions were in thersatles,
of annexations and not in any way a quid pro quo for the fo ) u:e
be maintained for the Ruler’s protection. We fully a cciate
the 51m11a'r1ty of the circumstances attending the conc%]usi ppref pr
two treaties ; but we cannot ignore the words used in o t(') lthe
of the tr)}eaﬁy of Mandes.aur‘ The phrase “in considerati " 1? the
cessions " is not found in the treaty of Sarji Anjangaonon I(t): i;h:

they have thought fit
mbiguous ; and where
0 be construed Jortius

to employ, if this language is plain and ung

there is ‘:E-l;l ambiguity the agreement is t

contra proferentem. 1In these circumst i

ambiguity in article 7 of the treaty ofailgfg’ f:«;’}filéhlfwtebere ot

posed to admit, we should feel bound to acce,pt the argurif}itzocff (E}S-
e

rd the cession of territory in this
antees. On the other

Gwalior treaty of 1860, under which i

On the contrary, it was left open to the Company tol;i};s tll?leers?;r;ugrg;

of the Indore subsidiary force from tim i

fo.rce was sufficient for the object in viesv tzngnilf S0 lon_g as the
with the advent of internal peace the nec’essit fols obvious that
sidiary force no longer exists, ¥ lor a strong sub-
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149. We do not consider, therefore, that the extinction of the
special obligation in the matter of a subsidiary force and the entry
of the State into Federation as one of a number of units contributing
on a uniform basis towards federal resources involves a financial
adjustment under which the value of the territories is the first, or
even a relevant consideration. In these circumstances we have
thought it unnecessary to attempt any exact valuation of the
Indore cessions.

150. We have accordingly to arrive at a financial adjustment, if

this is possible, on some other basis. Satisfactory data are entirely

lacking. But the fact remains that the British Government is
still under the obligation to maintain a subsidiary force, however
attenuated in numbers, as the territories and tributes were ceded
as consideration for this undertaking, and, till the obligation is
liquidated, the Holkar State cannot be expected to contribute to
defence on the same basis as the other units of the Federation.
The only indication which we can discover as a guide in this case is
derived from article 11 of the treaty of Mandesaur. By that
article the Maharaja was required to maintain not less than 3,000
horse to co-operate with the Company’s troops. As always happened,
this local force had to be replaced by a contingent trained and
officered by the Company, for the maintenance of which the Holkar
Government had to pay an annual subvention of Rs.1,11,214.
The financial adjustment in regard to this item is dealt with in
Chapter III and in Class (2) of Appendix III to our Report. For
the present purposes we have this one figure on which to base some
estimate of the adjustment to be made on account of the subsidiary
force.

151. In the absence of all other data, we consider that, as the
Maharaja was permitted to commute his obligation to maintain
3,000 horse for a sum of Rs. 1,11,214 per annum, the Central
Government may well agree to commute its obligations in the
matter of maintaining a subsidiary force for the same sum, and
we recommend a financial adjustment based on an annuity of
Rs. 1,11,214.

(5) Territories ceded by the Chief of Sangli.

152. The Rulers of Sangli represent the senior branch of the
Patwardhan family which rose to distinction in the Southern
Mahratta Country in the latter half of the 18th century, and the
ceded areas form part of territories originally assigned to the family
by the Peshwa, then the de facto head of the Mahratta Confederacy,
in return for the maintenance and provision of troops.

153. When the second Mahratta War broke out in 1803, the
British found the Patwardhans in a position of practical independence,
and, though the military obligations still existed, they were only
rendered when the Chiefs thought fit. On occasions they even
raided the Peshwa’s districts. In this war they rendered material

(11544) c2
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assistance to the British forces. Later, by the agreement of 158, In 1820, the cessions were described as follows =

Pandarpur in 1812, peace was made between the P 8 .
the Peshwas. But, on the outbreak of the third aneguivaasrtdtl\lizrilsr:ag ::8 g8 TE - s g & e
War of 1818, they were detached from their nominal suzerain and 56 §'§ 2 5 2 8 % &8
thereafter threw in their lot with the Britjsh. g- g5 v 2 § 3 E’:’. 2 S
' - =] wn 1
154. On the downfall of the Peshwa the Patwardhan Chiefs were =7 3 g c - _ =
called on to render to the British the service attached to their éa
tenure under the Mahratta Government, and, finally, in 1820, after £9 4 'é‘ 3’: 2y ¥ ¥ F=
reduction had been made in the number of horse to be furnished b g GE: TR -
the family, the ruler of Sangli was allowed the option of compoundiny g g S3 Py 5 8 8 = RS
the service either in cash or by assignment of territory. He chosg ] 3 = - =
the latter alternative, while his brother Patwardhan chiefs elected < P
to continue to furnish their quota of horse on the new scale, a 2 7 Y
liability which was commuted for a relatively light money paymént é g 2| 24 " A .
in 1848. g2 2| 88% |4z g 1 B85 |
155. It is possible to take the view that this cession is not within Eg 3| & “E’% 5 ’ s
the Terms of Refference of our Committee. It is certainly not a g% Al BF
cession in return for any specific military guarantee. It ;
be argued that the tenure of the Chief of San?i was that of an]}?glir%zc; "‘52 § ) N EES z 3 &
and dependent on the rendering of the stipulated service. But '—53'5 258 b5 g 3 3 B 318
whatever may have been the relation of the Chief of Sangli‘to the BE o -‘Zﬁ 88 g B 8 B 5 2|8
Peshwa, we find that he had achieved a status beyond that of a '3*3% R= gf’) - o &
jagirdar when his connection with the East India Company began 33
He was treated by them as a Ruler and ally in the course ofy thegwa£ gg'-a P~ e o (-3
which ended the Mahratta power, and has enjoyed this status 238 w8 e = =
ever since. B 5.8 gé I e v ] 3|g
156. We find that there is no real distinction between the Sangli §E§ Sk 2 2 S ;- = g
cessions, made in commutation of military services, and those ma<gie %% 8 . al
py other States in lieu of a contingent force. The case is one which & d
illustrates the statement at the beginning of this Chapter that it was gs?’ 5 g g
often a matter of chance whether a State paid tribute or ceded ] '3:5 s3 2 T &2 5" %8
Ferntory. At any rate, the case is in its origin one of the clearest . ggﬂ “5 2
instances of the rendering of military service of a feudal charactér 2 g
and we hold that, even if this cession does not come within thé 5% 5
exact Terms of Reference, we are fully entitled, under the last "5'_‘,'§
paragraph of‘our instructions, to deal with it here and to make g% B : 5
recommendations accordingly. g . %
> &

157 The cessions lie in the Dharwar, Belgaum and Bijapur 53.._5. ; 2 o § G
districts in the Bombay Presidency. Their identification hgispin 58 2 :% - & § %
most cases presented no serious difficulties, and has been sati - g B E 7 £ & 49
factorily accomplished. They are as follows :— satis- 8§ _ Z G ;‘g A 9.. E

Cessions in the Dharwar district. E E 5 8 8 8 *g “% g
(a) Pargana New Hubli 47 villages gg E g & E & A
(b) Pargana Turus .. . .. 50 ses a BB o B L -

(¢) Pargana Bumegutta I T | -
(d) Sardeshghat of Gopunkop s 7 g;‘é :
»” 2 g 2 - N N W W

(11544)




62

159, The Darbar claims that the cession of the Sardeshghat of
Gopunkop was not a cession of five villages. The villages, in fact
did not belong to the Chief of Sangli, and what was ceded was his
right to certain revenues and “ haks " attached to those villages
amounting at the time of cession to Rs. 12,974-14-8. That tghi’
was the nature of this cession is confirmed by the Special Coxns
mittee ; but, on the ground that the Chief’s rights must hav;a
“ embraced practically the entire revenue,” they have merged th
revenue and expenditure of these five villages with the rer%xain' ;
cessions in the Dharwar district. In view of the fact that thmg
was no cession of sovereignty we accept the Darbar’s contentif);e
and propose to treat this item as an assignment of cash or tribute.
We have no satisfactory material for assessing the present val u ei
these rights, and have therefore taken the figure of Rs, 12 974~;12_(§
which is the actual figure in the Darbar’s clajm. The‘enl,lance t
of value during the last 100 years could not in any case havenﬁen
considerable. The Darbar makes a similar clajm in regard to ces ieen
under the he_ad “ Pargana of Burdol.” Here again the ‘cr"msfers vas
not of sovereignty, which the Chief never enjoyed, but a S}‘mr - V:ﬁls
revenuebof 13 (not (1162 villages, his share in 3 of the e 1n the
having been assigned by him to a third :
mittee confirms this contention, and decllzliz‘;y'the’rgiesseﬁagl 1C0m;
this share to be worth Rs. 11,600, as against Rs. 10 9’37.8'3011et }(1)
value at the time of cession. Thus we find that of tl.le a’b;)ve ions
a sum of Rs. 24,574-14-8 must be treated as an assignmentcefssmnﬁ
or tribute analogous to that paid by the other Patwardham %h(izgfss

16 villages

160. The territories have been valued b i ;
) y the Special Committ
th 1 lines. . 1 La ee
{))210 e; usual lines. The final result of their valuation is shown

Central.,
Provincial.

Dircet, Indirect. Total.

Re |
venue .. .. .. 2,87,400 3,900 48,900 52,800
Expenditure .. <. 2,67,900 3,200 1,900 5,100

R - » b

Surplus .. .. 19,500 700 47,000 47,700

161. It is obvious that, by our decisi
b on t
R 218 1 co e (o5 fo st @ sum of
provincial ”* is converted into a deficit. Even if the (ri ft: h ead
amounting to Rs. 700, which would accrue to the Darll)frc inai(lf:
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event of retrocession, are treated as a credit, there still remains a
deficit as a basis for financial adjustment. The question therefore
arises whether the Chief of Sangli should receive any compensation
for his ceded territories or not. We fully realise that in this case
there is no obligation on the British Government to maintain a
specific military force in return for ceded territory. But, in view
of the treatment of the other Chiefs of the family and the consider-
ations which we have brought to notice with regard to the valuation
generally, we hold that this is a case for special treatment. We have
recommended that his brother Chiefs should all be relieved of their
obligations to pay tribute, and, if the Chief of Sangli receives no
compensation for his ceded territories, he will be in the unfortunate
position of having parted with a number of villages while his relatives
have preserved their territories intact and have at the same time been
relieved of all obligations. The Chief of Sangli has asked for the
restoration of the territory transferred on the grounds that it forms an
integral part of the State, that its inhabitants have affinities with the
residents of the State based on similarity of traditions and historical
antecedents, and that the standard of his administration is such as
to command confidence. It is outside our Terms of Reference to
make any recommendation in this direction. But we desire to
place on record our opinion that this is a case which might be
specially considered.

162. Assuming that territorial retrocession is impossible, we have
to consider what financial adjustment, if any, should be made for loss
of territory. In 1820, the Chief of Sangli parted with villages and cash
assignments of the total net value of Rs. 1,35,000, and we now
recommend that the same principle be applied in his case as in the
case of Baroda, namely, that the valuation at the date of cession
be taken as the basis for financial adjustment, as follows :—

. Rs.
Cash assignments . . .. .. 24,575
Adjustment for ceded territories .. .. 110,425

Total .. .. .. 1,35,000

Tabular statement of financial adjustments proposed.

163. Excluding cash contributions and tributes, our recommenda-
tions in regard to ceded territories are summarised below, in lakhs

of rupees.
(11544} C4
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Estimated | Prege .
: nt Provingj
State. value in | Centra] vincial, Annual
treaty of | Revenye | - | COMpensa-

cession, {Gross). 1%1 r“,’:ﬁﬁt Expendi- tO;)e/Cc;;dxts
€| ture, ;

— mended.
Hyderabad . 71-81 63-52 T

Baroda .. . . 183
Gwalior .. o8 | 4701 s6.11 | 17332 Nil.
fndore .. . lisee 3 | 3026 | 5155 | 8891 | 2308
Sangli Paras. [147-151 of| foreqo; 8-21 11-78
gli .. .. 1-10 egoing Chapter) 1

40 ;
276 | g.57 1-10

— T

Method of giving effect

to proposed cregis,

Federation, when it should rece:
eration, eceive g :
Catpl-taliizeg value correspon ding to ptr}?eposrtéon of the annuity or its
retained by the provinces of British Indiare gi the income tax
. I Instance if, as

of the income tax, we reco

on accour}t of ceded territorirgsmsixzil hat Payments tq the States
to ﬁve-thl'rteer.lths of the total sum to whj dme way be limited
every diminution of the share of inc ich they are entitled. With
to the I'ederal Government there v\(/) l
in the amount payable to the State

\\

Summary of Conclusiong

We have, in accordance with oy
consideration only territories cede
military guarantees, and cases of ¢

I Terms of R, .
d by States eference, taken into

. 1N retug :
eSSions ey turn for specific

Em genery,
We have found certain cessions of terrj gonerss (para. 91)
Gwalior, Indore and Sangli to be with
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and have identified the territories in each case except that of Indore,
where, for reasons which we explain, identification is unnecessary
(paras. 107, 122, 141, 148, 157-159).

We have considered the valuation placed upon these territories
by the Special Committee appointed for the purpose by the Govern-
ment of India, but we have been unable to use the results (paras.
100-101).

We have considered alternative methods of valuation suggested
by the States, but have been unable to accept them (paras.
102-104).

We adopt, with certain modifications, the net value at the date of
cession as the basis of our recommendations (para. 105).

After giving an account of the history of the cessions which have
been made by the above five States, we recommend that the following
annual credits be allowed in respect of the territory ceded by the
undermentioned States :—

Rs. 1n lakhs.

Baroda .. .. .. .. .. 2298 (para. 132).
Gwalior. . e - . .. 1178 (para. 146).
Indore .. .. .. .. .. 1.11 (para. 151).
Sangli .. .. .. .. .. 1.10 (para. 162).

In the case of Hyderabad we recommend no such credit, as the
State has asked that the military guarantee for which it ceded
territory may instead continue in being (paragraph 116).

We recommend that the annual credits which we have proposed
should become effective in the adjustments with the States in
question pari passu with the reduction of the contributions to be
paid by the provinces to Federal revenues (paragraph 164).
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CHAPTER V.—MISCELLANEOUS CONTRIBUTIONS
Introductory.

dlsc}?ssed Cash Contributions and
@as valugs to the contributions
y cession of their territories.

. . ontributions whj
claim to be making towards the ons which the States
or in kind. resources of India, whether indirectly

166. For the reasons given in para
consider all the claims of Statgs wﬁ?ﬁ)hh;w %2:; ebbeen unable to
notice. Our Terms of Reference, however permit uSrO&glztkto_o?r
’ ; ake into

specifically mentioned have so cloge 3 i
remitted to us that they cannot ip olfrarmg tpon the matter

Under this head we have decided view  be disregarded.
following ed to confine oyr attention to the

(i) Indian States Forces ;
(ii) claims arising out of railway lands
(iii) claims arising out of cantonments an
(iv) claims arising out of exj
certain excisable commodities -
(v) claims arising out of *
payments in the Bombay Pr

: d civil stations ;
sting arrangements in regard to

« «
lfll)sed Inams "
e51dency; and

(vi) claims in regard to other miscellaneous cash contributions

and similar cash

(i) Indian States Forceg,

167. To secure the co-operation of
British Forces in India was an ear]

Company. Apart from provisions j . !

Gwalior, Travancore, Mysorr)e, Barodsa ;rildtfciaehlg:s}mgh Hyderabad,
the end of the 18th and the beginning of the 19th cent{lgiego’ilated at
these States updertook to supply specific contingents 0§S£ }:vl_lereby
troops to act in co-operation with a British subsidiary f. eir own
are provisions in several other treaties and sanadsr}f’ orce, there
Indian States to be supplied on the requisition f0r troops of
Government according to the means of the Rule of the British
from any treaty provisions, unstinted militar CI'S. But., apart
always been forthcoming from Indian States inyti O-operation has
desired by the British Government. There are reCOr(rin e of war when
having been performed by States troops in the GrSOf fine services
first and second Afghan Wars, the first and SeconduSrilf(}ﬁavyrvar' thg

ars an

troops from Indian Sta i
tes with
y feature of the policy of tlhe
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the Mutiny, as well as in certain frontier expeditions, before the
desirability of establishing a special organization of Indian States
troops for this purpose became evident.

168. The importance of such an organization was realised between
the years 1880 and 1887, when relations between England and
Russia were strained almost to breaking point owing to a series of
incidents on the Afghan frontier. As the result of the numerous
offers of money and services made by Indian Rulers, the Government
of India took steps to ascertain the number and efficiency of the
troops which the States could maintain and to consider what ought
to be their armament, training and inspection. In 1888 the
Viceroy, Lord Dufferin, announced that the British Government
proposed to invite Princes whose troops were of good fighting
material to raise them to such a standard of general efficiency as
would fit them to serve in action side by side with Her Majesty’s
Forces; it would be for the Government of India to select the troops
to be utilised in this manner ; help would be given to them in the
attainment of the efficiency desired, but they would still remain
on the footing of States Forces.

169. The Viceroy’s proposal elicited definite offers of military aid
from a number of States. The title given to the troops organized
in response to this invitation was ““Imperial Service Troops.”
A brigade was employed in China in 1903, and the services they more
recently rendered in the Great War are fresh in the memories of all.

170. War service revealed certain military defects in regard
to the organization, etc., of the Imperial Service Troops, which were
discussed after the Great War with certain of the leading Princes. Asa
result, the Imperial Service Troops were re-organized under the
present title of *“ Indian States Forces.”

These Forces are divided into the following categories :—

Class A.—Units with establishment, organization, arms and
equipment the same as for corresponding units of the Indian
Army and for whom arms are initially issued free of charge by
the Indian Government ; .

Class B.—Units not organized or armed on the lines of Indian
Army establishments, but which are intended to be fit to rein-
force Class A troops or for employment as second line troops ;

Class C.—Formations not permanently embodied.

171. Only the units in Class A can be regarded as fit for active
service. Of these, certain units are designated for service on mobiliza-
tion in various formations of the Indian Army. Though a place has
been assigned to these units in the mobilization scheme, there is no
positive obligation on the part of States to release them for service,
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172. The strength return dated 1 t i
and B of the Indian States Forces prosvidgg lgly ig?élt;lt(;fs (iasses A
. ’ OwWS —

Authorized strength
Effective strength

be over Rs. 2 crores. This figure, however, is not one which we ca
n

use for any purposes of financia] adjustment. In the first pl it/
i . L ace, it/

military authorities responsible for th
the Federal Government might not be thli: fte

Appendix I of our Report) to recomm
ment in the case of the Indian States leflgesﬂ;it al
discussion after Federation. ould be q

173. Inview of the recommendations of the Sub-Committ
- ee, we

Oney equivalent the

rendered ; and a considerable stretch

India is now garrisoned by Kashmir Statg ff«‘;ilc eesnor\t"l;ert} frontier of

that they assist the Paramount Power tq fulfil itse gb??g;?ogm'ze
ions in

regard to security in State territory, We i
strength and efficiency of these Frg,rces caxclcr)lgilcll)zrigrl:)tr:ge existence,
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(ii) Claims arising out of Railway Lands.

174. The railways which traverse Indian State territory may
be divided as regards ownership into three classes, viz. :—

(1) those owned by the Government of India ;
(2) those owned by railway companies ;
(3) those owned by the States.

In some cases ownership is vested in a State but the line is worked
by a Company on the State’s behalf.

Cession of Jurisdiction,

175. The land on which railways in classes (1) and (2) were
constructed was till very recently given freely and unconditionally
by the States. Sovereignty over the land remains with them, but
in almost all cases jurisdiction has been ceded to the British Govern-
ment over the land required for the track itself and for all railway
purposes. The cession has usually been expressed in the following

formula :—

“I....hereby cede to the British Government full and
exclusive power and jurisdiction of every kind over the lands
in the State which are, or may hereafter be, occupied by the
....Railway (including all lands occupied for stations, for
outbuildings and for other railway purposes), and over all
persons and things whatsoever within the said land.”

The interests of India as a whole clearly demand uniformity of
law and continuity of jurisdiction. If every State exercised juris=
diction on the main line between Delhi and Bombay, a train would
encounter no less than thirty-eight changes of jurisdiction during
the course of its journey.

"176. Many States have submitted that full jurisdiction should
be restored to them on certain of these railways and civil jurisdiction
on others. Into that claim we are not required to enter, our concern
being with the economic and financial effects which have been
represented to us as the outcome of these cessions; but we have
assumed that for a long time there will be areas of ceded jurisdic-
tion in States, and it is from this standpoint that we have to

consider their claims.

177. The circumstances in which these claims arise are common to
numerous States which gave land for railway construction or have
ceded jurisdiction over such lands where the railways are their own
property. As what we have to say on the subject applies to all, we
have considered it unnecessary to specify individually the States
affected. Our recommendations are intended to bring about a
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situation in which there would be no lon iti

: 1ld be no ger any legitimat
for a State w_h19h has _ceded jurisdiction over rai}llwzgf landsetog rcollalﬁil1
that fche prelu.cllcg to its fiscal interests by the cession is such :
constitute an indirect contribution to Federal Revenues Fraste

Claim to share profits of railways in State
S or ¢
appropriate net profits, 0 purchase them and

178. Some States claim to sha i

State territory or to purchase tr}fetlf;ggogézofl;;lg/iysttraversing
lrzlrr(:cflitz.r , This claim is supported by reference to thep f?cte t;hi net
ginally acquired for railway construction wa 2 e

fche States free of cost. Where such grants were unconj  granted by
is clearly no valid ground for claiming now a share in tl}tllonal' e
the raﬂ\yays concerned or an option to purchase th forofits of
appropriate their net profits. There may, we kno ebrallways and
cases in whlch_ such clgims are based on mo,re solid VrV(;u edon\e)vor two
Bl(;ei?n unable in the time at our disposal to invegstigante'in 1.e %ave
s, and we consider the ordinary machiner ¢ividual
adequate for such purpose. y of Government

Claim that cession of jurisdiction over rail
to. include fisoal jurisv(;?c{icl)?ds was not infended

179. It has been represented b
cession of jurisdiction over railwa
quences which were not contemp
Government of India has expres
these areas for fiscal purposes, a
not yet have been translated in

y the States generally t

y lands has involved ﬁ};ca}]la(l:t()ntsz:-3
lateq at the time of cession. The
sly disclaimed any right to éxploit
nd, though this announcement may

. - to practice in )
that the grievance will be remedied before V::;rl}; rfgse,’lyhi alssum?
. 0Ss 0

revenue which the States attri

]urlsdictiop is exe.rcised by the Go?rlé:flrrxt:nttgfe Iiﬁ?;efm 11 under which
heads, (¢) immunity from State income tax (where Iea' Sdunder three
residing and profits accruing within railway limits ‘VIeb) of persons
from State customs tariff, especially in the case of t, d(') immunity
such.as co-operative stores, whereby these are ab]ra Ing concerns,
unfair terms with concerns outside the railway b e to compete on
of revenue from excisable articles sold within ¥ai12v1;r;dﬁrrr§1(é (c) loss

its.

Immunity from Income Tax.

180. As regards (a), State income tax, we consider that the Stat
ates

hi i .
which lgvy Income tax have a grievance which should i -
removed, and our recommendations are as follows : In equity be

Railway Employees resident i

N . tin S i

subject to State income tax, if any. t:}tlfist::gltlgry should be

amendment of the existing income tax Jaw iﬁ ﬁ?iri(;ﬁ’els%rpe
ndia,
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but we note that distribution of income tax in British India on
the basis of residence has been recommended in paragraphs
69-70 of the Report of Lord Eustace Percy’s Federal Finance
Committee,

Federal Railways should undoubtedly be exempt from tax
in the same way as all federal property.

Railway Companies should pay State income tax, where such
tax exists, on the basis of the proportion of their mileage in
State territory to their whole system or on such other system of
apportionment as may be found practicable and equitable.

Immunity from State Customs Tariff.

. State customs tariff, we understand that
facilities have already been accorded by the railway authorities to
certain States to collect their customs duties within railway lands
on goods imported for consumption as distinct from goods in transit.
We consider that steps should be taken to remove the grievance of

other States in this matter.

181. As regards (b)

Immunity from State Excise.

182. Asregards {c), State excise, we understand that some Statesare
already paid the excise fees at British rates on afticles sold in railway
restaurants within their limits. We see no reason why this practice
should not be applied generally, but we recommend that the rates
of excise charged and paid to each State should be those in force in

that State.

(iii) Claims arising out of Civil Stations and Cantonments in Indian
States.

* 183. Ordinarily, or with very few exceptions, the immediate area in
which the residence of the representative of the British Governmient
in State territory is situated is by long convention immune from the
State’s jurisdiction. The claims which we have now to consider
arise from the existence in certain States of :— ‘

(a) Civil Stations, that is to say certain areas in the neigh-
bourhood of the Residency, which many States represent to be
more extensive than seems necessary under present conditions.

(b) Cantonment areas, that is to say, land set apart for the
use and accommodation of His Majesty’s Forces quartered

within the State.
The areas in which Re

been provided free by t
cantonments are in some ca

sidencies are situated have in most cases
he States concerned. Civil stations and
ses leased in perpetuity on an annual
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payment to the State, in others they ars :
The claims which have been prefer}:’eilrvbgr) r?}:zdg(tia{reebd charge.
Committee embrace the questions whether these a es before our
retained at all, whether the conditions of the 1 reas Shm.ﬂd be
whether the persons resident within the areas shouigsﬁs are fair, and
State taxation, so long as the State is denied any shar ,elIT}llmune from
of taxation realised by the cantonment or station au(:}int. ¢ proceeds
States have also raised the question whether the lessezrl};u;st. liEon;e
erty

to dispose of land within the 1
and similar purposes. cased area at a profit for building

Retention of civil stations and cantonments and termg of leases

184. The retention of cantonments for
many cases a military necessity as well as
may, however, be cases where the ret
gh((l)le fé‘, in part is in the interests bo

ederal Government. This is a ma : . .
not directly concerned. We havettf}fegéfgfémgowrlth which we are
to make for the retrocession of these areas or for th ecommendations
leases on terms more favourable to the States - buf revision of their
no demands should be made for increase of rent sav:’?rf c:,r;srl;ler that
’ excep-

tional circumstances, in view
of the com .
cantonment serves. mon purpose which every

His Majesty’s Forces is in
a treaty obligation. There
rocession of such areas in
th of the State and of the

185. The retention of civil stations i .
ing. Origin.allyt’hesg stationswere baslzlzslz?rz ?osxfC)trl?: vsvjl atldlfferent'fpot_
for the Resident’s civil staff and military escort - tﬁp y of provisions
in the early days of our occupation, the danger of frii?; was always,
ﬁrebrands.and fanatics, or even of deliberate interrupti 1on with lo.cal
if the Residency staff had recourse to the ordinar pblon of supplies,
have changed, and there is seldom any necessit Yf aﬁi]‘"j‘rs. Times
segregation, a fact which has been recognised 1}), Oﬁl oP Ohcy. of
of jurisdiction in the case of the Hyderabad anﬁ’ I e retrocession
Wq cqnsgder that, in most cases, it would suff; ce if th ndore bazagq;,
jurisdiction were c?nﬁned to the Residency itself a edarea of (orglgn
under the Resident’s control. Our only recommendat? the buildings
the continued retention of any civil stations be Oorcllls that, when
is regarded as essential on political grounds t% nd these limits
the lease should be subject to periodical examina’ltios conditions of

186. Bangalore in the Mysore S i :

title of a Civil and Military S);ation. taIfIzrl: &e:;n}:ed by the hybrid
ment of recent date under which all revenues of th a special arrange-
agreed figure are made over to the Mysore Gove station abovg an
question whether the financial grievances which hel'nment. Itis a
to our notice by that Government can be remec;l,"e beep broug_ht
under the existing arrangement or a modification lefd' satisfactorily
there is any case for partial retrocession of the areao Ilrtl’ \?ife Wh?tg:r

. w of the
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fact that this is a military as well as a civil station we are unable

to make any recommendation on this particular point. Other recom-
mendations which we have to make under the head of cantonments

may be taken to apply to Bangalore.

Right to proceeds of taxation within the limits of civil stations and
cantonments.

the States in the matter of their right to
levy or to receive the proceeds of taxation in civil stations and
cantonments is not the same. When the right to receive the proceeds
of a particular tax has not been renounced, as, for instance, excise
in the cantonment of Secunderabad in Hyderabad State, the State’s

claim as a rule embraces the right to collect :—
(2) Income Tax (where this is a State tax) ;
(b) Inland Customs Duty; and

(c) Excise.

187. The attitude of all

that in the case of the more advanced States there
the exercise of fiscal authority by a

Darbar within cantonment limits, provided that proper provision
is made for the exemption of the purely military population and
for the avoidance of double taxation under such heads as income
tax. In fact, in Secunderabad not only does the Nizam's Govern-
ment administer and collect the excise duties for the benefit of the
cantonment, but it also collects and appropriates inland customs
duty. We believe, however, that if a State were to appropnate all
revenues other than municipal the proper administration of canton-
ments would become impossible for lack of funds. It is customary
throughout India for provincial Governments to supplement the
municipal revenues by grants in aid towards the cost of various
services in urban areas, and the payment of excise duties by the

Hyderabad State to the Secunderabad Cantonment Fund is an

inciple to cantonments in States.

i the application of this principle to car _
g o jurisdiction is retained, whether

W st therefore that where ]
ineasgigvgif station or in a cantonment, there should be an agreed

financial settlement, and that any surplus above reasonable local
requirements should be appropriated for the State in whose territory
the area is situated. We consider that our recommendations
offer a better solution of the difficulties to which we have drawn
attention than any attempt to place a cash value on the indirect
contribution which the States affected claim to be making in respect
of civil stations and cantonments located in their territory, and
for this reason we do not suggest that there are any claims on this
account which should rank for financial adjustment under our

Terms of Reference.

188. We believe that
is no practical objection to
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iv) Claims arising out of existing arrangements in regard to certain
(iv) -excisable commodities,

urged by many States, particularly those in

189. Itw}fﬁﬁ 12(?2? Gogemmgnts of British Indian provinces, that
relations itimate revenues in the sphere of excise are injuriously
thelr legll) arrangements imposed upon them in the interests of a
affe cted }; rovince. These grievances relate only to articles,
neighbourl gopium and hemp drugs, the taxatiop of which is,
o hc'lllllor}esfmably remain, within the sphere of the provincial
and .W.lt ptions If, therefore, the States concerned are found to
administea under existing arrangements the Proceeds of taxation
be.forgoiggir subjects, the resultant gain is to the loca] Government
paid by dimd not to the Government of India, Nevertheless the
Copce-ﬂ}e underlying these grievances has a definite relation to
2 n, inasmuch as it is prima facie unjustifiable and undesirable
f}fﬁerﬁ? federal unit should levy taxation upon another, and we

therefore feel it incumbent upon us briefly to review the situation
er
as we see 1t.

ievances of the States are two-fold ; that excise
i lSiO. g:seedgrilsvthe past by States to a local Government are
rights diminished in value owing to that Government adopting
being 1mf which the aim is admittedly prohibition ; and that
a policy o isable articles, particularly opium, cannot be obtained
S %)i(;tes except from the local Government, and that the
by the tead of supplying them at cost price, appropriate to their
Iaﬂ;frr’eg]esnues a considerable part of the excise duty for the time
W
geing in force.

first category calls for' little.c.omme
as 11?119 ?rﬁ?)ossible toguphold the 1mposition u
denying policy adopted at the instigation of a
no authority in that State. We understand th
respect has, during the last few years, engage
of the provincial Government chiefly concer
instances agreements have been cancelled an

nt from us inasmuch
pon a State of a self-
legislature possessing

d the carefy] attention
ned and that in several
d the status quo restored.

y of grievances, we should like
inciple that, in respect of all

192. In regard to the second categor
to see effect given to the general pr i
incial excises, the proceeds of the whole of such taxat'lon.should
provmct the administrative unit within whoge territories the
accrue r?icles are consumed. There may be cases jn which it is
taxed a that the provincial Government should be the supplying
necessary nd in which compliance with indents should be limited
authority aunt representing the reasonable requirements of the
to an amo ed. But it does not appear to us that such consider-
State Concemust.ify or necessitate the retention by a provincial
B o oy Bt o . excie g

n addition to a fair
t price including overhead charges. We observe that this
COS

at the situation in this’

" and that States are in receipt O
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i the Government of Ir}dia in
. en admitted by Asia and
principle ?ash;i;esadg’ lkimp drug imported f;?]{crt; ?fgrtnr aivarilhouses
e o S ’ nd other local Governt jab Government
issued to States anc b. Until recently the Punjab G¢ States
ey s of e o o s S
appropriated the Wnt of India has now intro ucencerned
but theh(.}c})lv:;;lglg aty s refunded to the States co .
under whic

these
ined above, referred to
reasons explaine i m. We have
193. We hilvli’mf: rindicated our views lriiétlfglentgotx}:;ke in respect
rievances, an ions of a financia. : ibutions
io further recomn};erilc()l\?stll}(lmraise no questions of eltllllzl‘”, ecoété;b speci-
of them. ‘"ljheyf(lh\é nature of those on which we
or immunities 0 :

fically required to advise.

(v) Kadim Inams.

: ituated
f claims from States si
ived a number o . ising out of the
194 Weﬂ?a:leprfrielovfethe Bomb;}’ Pé:ig;?;ywzgiuge known as
in the southern pe t of that Presi indicates a grant
. Government O] ts. The term indicates a g
rights of the ncient grants. 2 ade by the
kadim inams and Oéhfrrl Jands or villages in ﬁhepset:;fvev’ain-beforg the
of revenue, chargfe the time—in this case tbe 1 constituted a State.
suzerain poweli ?vhich the grant issued had bee
territory out 0

: den of the
ituted subject to the bur
wai cl?ini;l;}clttile latt]er on its laps('f or tefghfﬁz
e ; no
his successors, an

iginal grantor or ear that, as a
reverted to the Origtlory git is charged. It V;Ol\l;lgir?pxgost cases been
State onfwhOSZ ;il;i not of right, thedStgsﬁi aé but the application
matter of grac h lapses and e i ight of the
allowed the bene ﬁtfoth: CdoctIr)ine of the reverségizrywr}llgich would
in earlier times lcl)as resulted in Certzilm G(r)sf:rnmént of Bombay.
suzerain Pov,zerthe States, accruing to the
normally go to

te
195. As th}é Sta
kadim inam, it was long

h federation the doctrine should be

im that wit ; t the revenues
196. The Statcs dal;rsl well as in practice, andr ;h:}i)lication should

abandoned 11 t'hiofl}c,ls or villages under its former ap

drawn from their la

. ; 1d revert
d to a British Indian province, but shou
no longer be pal

S in agreement,
With the general principle we are in ag
to themselves.

! cised we
ight of lapse or escheat 1s 1o longer to be exer
and if the right o

ted.
think it might well be formally abroga

dy in force

issi the payments alreac I

; remission of y : Hbourin

ot cﬁum f?lgigéf-ation. We find ?lllat ls?tfxzitiilrll] r;:lgreversedg,
er co ) e .

g?sl?gzgs foufrt the Bombay Presnfdecggl}]’ grants of similar nature at

i uy agree that
of provincial revenues. While we fu g
the expense
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payments of the nature of kadim inams
Federation, it isimpossible to advocate a on
expense of the province alone. We theref,
these revenues are received from and paid
should be set off against the other, and that
or where there is no such set-off, the right
The capitalised sums due to the province
due from it. If, as is likely, there are case
convenient in present financial circumstances not to pay the
capitalised value of the amounts at once, a series of equated payments
spread over, say, the 20 years which we have advised as the maximum
period within which tributes should be extinguished, would afford
a means of bringing about their extincti

. on without throwing any
substantial burden on either the States or the province

are undesirable under
e-sided remission at the
Ore suggest that, where
to the same State, one
where there is a balance
s should be bought out.
Will help to meet those
s where it is found more

198. In any event we do not hold that these Payments raise any
difficulty as regards the fedqral scheme. In the firgt place they are
in respect of rights held ordinarily by individuals and do not imply
any subordination either of the State or of the province from whose
lands they are drawn, and, secondly, they are of relatively small
amount and number, and affect only th

. ' e relations of one unit of
the Federation with another and not with the Federation as a
whole.

199. While, therefore, we hold that sy
of a Federation would be aanalous and
as possible, we do not consider that the
the kind within the meaning of our Ter

ch Payments between units
should disappear as speedily

Y are cash contribufions of
ms of Reference.,

(vi) Claims in regard to other miscellaneoyg cash contributions.

200. In paragraph 34 we explained that

which were reviewed in Chapter IIT were tho,
as tributes. The States, howgver, make ot
to the British Government which cannot be
already mentioned the special case of kadim
ments which have come to our notice do p
to be scheduled as they are in return for

locally, are for the most part voluntary, and represent either the
equivalent of or a contribution towards the actual cost of the
services in question. Among these payments, which are most
commonly found in the Central India, Western India, and
various Bombay Agencies, are subventions towards the upkeep of
roads and voluntary payments towards the upkeep of Agency
hospitals and dispensaries. The question whether Payments of this
character should continue under Federation is one Primarily for local
consideration, seeing that the objects which they maintain serve
local needs. Some States have represented to us that these payments

the cash contributions
Se commonly described
her cash contributiohs
so classified. We have
wnams. The other pay-
ot seem to us to require
specific services rendered
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i i justment to be made
i unt in the financial adjus
should be takeﬁ lilrlt:n'?:;?nto Federation, but we are unable to accg;l)t
rl’ll'th the1r:relnotrilotn eas the payments appear to be entirely outside the
is con s

federal sphere.

01. Separate mention must be made of the contributions paid by
201. Separ

i e Western India States Agency
numerous States ar}x{d rﬁ;t:taelsldml\ghi Kantha Agencies under the
and in the Rewa 2tlfor the administrative charges of the Agency
BombaY,Govemr?)enin to their small size and meagre revenues,
»hama CerSl'?z;ces a:él I%states in these Agencies have for many years
numerous

- N ‘ dor
urpose of joint administration un
been grouped togetherhfé) rGt)lfefnmlz:nt of India. The present system

’ i by t 's Government necessi-
officers appointed ion of the Company’s Govern
grev 01‘)1 ¢ (t)lfd thsiz:?;e;;’e;rf:;chy which prevailed in this area at the
tated by the

the first stage of which was the settle-
beginning of the 19 P oo to the Company, and to Baroda and Ogﬁ
ment of the tnbutesta e was the institution of criminal courts !
States. The 0oX tsiong 2 measure to which the Compam(r1 gg-
a police orgamlzat i the insecurity of roads and gon‘amzleCh. v
forced on accoullll Othe jurisdiCtiOH of individual Chlef}s1 an t d1e -
order in areas wdetfover a few acres only. Later came the intro ilégs
tains often extence nd. later still, the creation of commo;hs:ery ces
tion of civil courts, & education, health and agriculture. . is ](;ln
for such purposes asanized under separate Thanas, alword h(/irlggtta}é
administration 13'? rrg osts established by the Moghuls and Ma attas
applied to the mtll atYP reserve peace and aid in collectmghre\é tateé
to protect the coun fIY» fprom contributions obtained from the >
Its cost is met mal'ne{’i in each Thana circle, assessed in accor iﬁg"t
and Estates comIZ}"l’Se revenues, which are in manytﬁases e::rll%?lt )
with their respec 1f olice administration, from e5 pay ot of
also, in respect 0b I])Baro da (see Appendix III, Class ( )),:1nt5;1 it
Rs. 33 lakhs matzle ﬁ%’ m central revenues, which also mee ~ (;a
bfinf ma;lftei g:loAgencies by which the Thanas are supervised.
of the poli

1 qtions received from States and Estgtes
202, Although ‘ﬂzeai(i);]rfr;ligtnot voluntary, they aPPe:il.r to (;Idﬁffl;
for Thana admlmshr contributions towards loca! corp}sl éstmtss bt
in character rom ¢ g in Appendix I11, Class (5), since the Sta es“; °
para. 73 and detadeth maintenance of local corps arf rep.retse.n'e
contribute towards eto furnish alternatlyq means of main qmmg
fo be able th?mselvlf Sreas the Thana administration 1s Ihec‘§ss1tg;£e.
Internal secdrity, WSfates and Estates affected have wholly I1“nsu h 1211;
by the fact that the vide an adequate administration. ! or this
ent resources to pro ommend any change in the presen _bsyts er
reason we do not rec and Estates are required to contri 121 e in
whereby these States means towards those heads of expenditure
accordance W;Echﬂgl?gn t services which it has been found necessary
which represe

to provide on their behalf.
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Summary of Conclusiong and Recommendations
Our conclusions and recommendationg .
In regard to:

() Indian States Forces, that the
should be deferred unti] after Federatid

and in regard to :

(i) railway lands ; (ill) cant .. .
(iv) excisable commodities); an(? n(I\rfl)eI}‘tSlaaI;d dCl.Vll sta,t’lons;
similar cash payments in the Bombay Prfsifi oy thay nd
grievances at present felt by the Stafes cap, beency, that the
the specific measures which we haye suggest éemoved by
thereby all claims under these heads can p goeste end that
any financial adjustment
174-199) ; ] as regards federg] Tevenues (paras,

and in regard to :

(vi) other miscellaneous cash pa )
nance of roads, medical relief and ]the:é;(itnoiviard.s Mainte-
these raise no financia] question  affect; stration), that
(paras. 200-202). ng  Federation

are ;—

financial adjustment
n (para. 173)

’

We have not therefore placed a cagh
financial adjustment on any of the variousvaluc for the Purposes of

States claim to be making under the above ﬁ:;légibutions which the
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CHAPTER VI.—SALT.
Introductory.

203. Our Terms of Reference directed us to examine (inter alia)
the varying measures of privilege or immunity enjoyed by certain
States in respect of Salt, to investigate the position in each State
with a view to determining the value (_)f the ascertained existing
rights in respect of these privileges and immunities, and to express
an opinion as to what compensation it would be worth while for the
Federal Government to offer in return for the rehnqulshmer_xt of
the special privileges which each State now enjoys, or such modifica-
tion thereof as may appear to us to be an esse'ntlal. preliminary to
Federation. This task we endeavour to perform in this Chapter.

i nce of salt to India both as an article of con-
Su?r?;t.iorflhz;? I;Osrt: source of revenue is best illustrated by the
following facts and figures. The nprmal demand of India (excluding
Burma, and also excluding Kathiawar a1_1d Cutch, Whl.Ch are not
Supplie,d from sources under British-Indian control), is approxi-
mately 1,900,000 tons per annum, or an average of about 12 Ibs.
per head ‘of the population. Of this great quantity the returns for
1931-82 show that nearly 1,450,000 tons are produced in India
itself, the whole of which—with the exception of some 100,000 tons
of mined salt from the Punjab—is (_1er1ved from solar evaporation
of salt water or brine. The remaining 450,000 tons are imported.

i ifling exceptions the sole port of irpport is Calcutta—
fox? (:ie K;triettrslﬂ(;f glriwengall), Assam, Bihar and Orissa and to a small
extent for the United Provinces. The climate of north-eastern
India is unsuitable for the economic production of salt by the pro-
cesses of solar evaporation, and these provinces are therefore
compelled to procure their salt from other than logal sources. Al
other parts of India are supplied by salt produced in India, mostly
within easy reach of the consuming areas. o foms Botan

imported at Calcutta comes in the main from England,

Euzr(())%e Tll\llf)i?lllt Affica and Aden, though a relatively small quantity
is shipp'ed from Bombay, Madras and Karachi, while, more lately,
factories situated in certain of the States of Kathlavyar_ have been
permitted to compete in the Calcutta market. The principal sources
of supply are the Aden factories, which have lately greatly increased
their production and now furnish approximately 310,000 tons of the
total, and, as Aden is administratw.ely part of India, it may be said
that ,only some 140,000 tons Qf India’s total salt requirements hav
to be imported from non-Indian sourc;s. e f .
i ia has been the subject of taxation from time
imi(l)Zr.n(?égl, lgnglntdllli }Il)rinciple of a §alt tax was inherited by the
British Raj from the Moghul Empire. The amount of the tax



much per maund (82 tbs.), and to p¥eremitted. It is levied at so

per maund (inclusive of a te,
at a consumption rate of 19 l;}))(;rary >

tax of approximately 3} ann
Thi : as (4d.) per p
covenics e Fodet il peopori U
. eral Finance Committee i, th:ii ;he central
orecast of

federal revenues estimate a3
! § net i
salt taxation whidh representsrz({)eési %fl 355 lakhs of rupees from

estimated revenue, 2 PEr cent, of the whole

History of Sait agreem

209. Inasmuch as many Indj
their o . St
Indins W;asraI:ZtWO\i{S and placec‘i their surpyg salt i
Govom moarket, Indilz aggeat difficulty yyag ex on the British-
period of British expansion 2%l Governments o, 0¥ the

_eXpansion ‘in India ; mme{lts durmg the
revenue and ensuring its collection Thlél fast pingtheir salt

Rajputana and Central Indja B
L » Bahawa]
and K PUL In ¢ j

Certaina?tl}ilwar <lm the West. It wag still i;le Ppn]ab
and States on the eastern shore of the RS Travanmre, Cochin
uihorg the maintenance of preventive limasa ™ of Cutc :
already been dealt with by agreements congly, dWSS. Impossible, had

e ’

as early as 1824, 1N some instances

210. For many years previous to | |
India had been a Government mo;“;i))gllsl,s?}lt IgﬁOduction in British

sources were worked either by Government diree Sense that sajt

under strict Government control. Ip 186970 tc; &1’ by licensees
overnment of

h, against .
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India negotiated a lease of the most important and productive
salt source possessed by any State, namely, the Sambhar salt lake.
Out of this measure arose the opportunity for a general extension
of the salt monopoly into the States and the abolition of the highly
expensive preventive lines. A determined effort to this end was
accordingly initiated in 1873, and carried to practical completion
by 1880, by which the difficulties experienced with salt produced in
the States were eliminated and an effective degree of Government
control established over salt sources throughout India

211. In brief, the method adopted was, firstly, to acquire from the
principal salt producing States such additional salt works as were
required to meet the increased demand for the satisfaction of which
the Government of India proposed to assume responsibility ;
secondly, to organise the suppression of all other States” salt works
and, thirdly, to secure the elimination of transit duties upon salt,
it being the practice of many States, including those not producing
salt themselves, to tax the salt of other States and of British India

in passage to consuming areas.
212. Apart from Kathiawar and Cutch, where arrangements were
concluded on a Paramountcy basis between 1883 and 1885, agree-
ments of a commercial character embodying provision for com-
pensation in respect of surrendered rights were entered into with
about fifty States which owned, operated or had an interest in salt
works, or were in a position to levy transit duties on an important

scale.
913. It has been made clear that these negotiations were entered

into primarily in the interests of the revenue of British India, but
the needs of consumers both in the States and in British India were
also an important consideration. By concentrating production,
by introducing more efficient methods of.manu‘facture and transport,
and by securing the abolition of transit duties, a great deal was
done to reduce the price of salt in many parts of India, though in
States where salt taxation had hitherto been very light or even
non-existent a new burden was placed upon their population. But
inasmuch as a large number of States’ salt works were producing
earth salt of the crudest quality for consumption by the local
population it is undeniable that the suppression of the manufacture
of salt of this kind and its replacement by salt of greatly superior
quality was an advantage to be set against _any hardship
due to increase of price. Nonme the less, it is evident from the
representations made to us that an element of compulsion is regarded
as having entered into the negotiations leading up to the agreements
referred to, and that a sense of grievance still exists. Many States
have memorialized us in strong protest either against the sup-
pression of their previously existing salt works or against the
amount of compensation which the agreement gave them for such

suppression.
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214. These amounts were in fact assessed upon well considered
principles. Where States were in possession of salt sources essential

to the monopoly in process of creation, the commercial terms offered
and accepted were liberal. In all other cases compensation was
calculated with reference to the revenye which Government expected

to receive from the salt duty which wasg about to be Jevi
inhabitants of the State concerned. vied upon the

Revision of Salt agreements impossible,

215. We have been given the duty of determining ¢
privilege or immunity enjoyed by each State 8 he value of the
We are not empowered by our Terms of Ref,
no longer in existenc(?. But, apart g)

than fifty years ago. It must moreover be borpe i o
salt agreements were Negotiated with Statesnivlliric}rin liliid tt}ll]: tlsslé
resort possessed the full right to Teject the terms offered ; onl
in the special cases of Kathiawar ang Cutch was it o C<;re ; only
to invoke the principles of Paramountcy, and it must 1;1 necessardy
in the absence of evidence to the contrary, that howevererglri?s’?ariiil};
epted, acce .

a voluntary act. This being fo, we arepf)i;nggiilizef?}?;g Xlas in fac(t
ground on which reconsideration of the g, agreement ere 1sdn
discussion would be justifiable at the Present time nts now under
216. But this is not to suggest

sideration will ever be required,
salt agreements were negotiated
India and the States primarily in th
Federation the interests of Britis
such priority, for the two interest

for a Moment that p, such recon-
As has beep already stated, these

as between the Government of
€ Interest of British Indiq. Under

h Indiy will be ap) ;
s will be identical, e to claim mno

217. Salt being a Federal subject, it wi
of the States and of British Incjlia totel\;glllllr: ilfé;ually the concern
needs and to protect her salt revenue, [t may Wei“}};ply of Ipdia s
increasing populaiion (which even NOW requires the e that with aI}
foreign salt to satisfy its requirements) the develq Importation o
sources in India will need to be encoyy bment of new salt

aged,
the Federal Government, inheriting froigri3 theI;:s:c};? lé(())y ell be;?i;
ernme

India considerable liabilities in the m -

charged upon its salt revenues, may desai)r(zetro (()ifir?i?liilslﬁltﬁomp?ns?fﬂ.on
by a change of policy towards salt sourceg Owned by t} o hab.lhtle;
lastly, iri any case, the States’ Tepresentatiyeg in tl}i Le S_tates ’ ariu
have it in their power to call for 4 Teview of the e hegislatiire wif
and when they think it desirable, Their interests angt}?i:esg})g:ii ’1 sii
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i en no longer be in any sense antagomstic. and any
igf;iaisic(izeliﬁié}; of salt pgolicy would be clearly entered into on a
basis of equality. )

e be made clear that the salt monopoly which the
lon2 lséulstasi}ilizlclildp}:)?ircy of the Government of .India has created,
to gther with the established system of collecting the excise duty
atgthe sources of production, ensures that the whole population of
India, whether resident in British India or in the States (with the
exception of Kathiawar and Cutch, and certain areas supplied from

L salt tax at the rate from time to time in force in British
Mal}dl) pays ,f -ue that to some extent this tax enures for the b'eneﬁt
India. It > Illd not of the Government of India (vide Appendix V),
gf tD a.rbzﬁ:é amain the population of the States contributes to salt
reli/énliiles on the same basis as British India.

Principles of Valuation.

‘“ privilege ” and ‘‘ immunity,” as used

219. We tiak?r at&i tceérrgseren{);e amdg in our Terms of Reference in
by t}'le Rounlt to mean the extent of the exemption enjoyed by a
felation to Slai iiot necessarily its inhabitants), through the_opeiation
Srite (fhoue or commercial agreements, from the contribution to
ot treatIlesevenues which is made, through the incidence of the
the centri ' rovinces of British India and by other States: In
tax, by t efpur Terms of Reference we have prepared a series of
purstance ﬁ Oin the annual value of the exemption from British-
SCh?dulesls to‘)’: ngw enjoyed by each State concerned (Appendix V).
gdian salt 2Lntioned in the Appendix enjoy no exemption, but it
States not m d desirable to include certain States whiph, though
has been fouﬂo exemption, yet possess ascertained rights of a
they enjoy hﬁi h must be noted. In preparing these schedules we
character w ith some unanticipated difficulties. It has been
have met W ed, even by States themselves, that ail compensation
ger.ierall}f[}?s;‘ll rEnd’er salt agreements would necessarily be included
paid to 1 : of the immunity. That is by no means the case. We
in the va ge' a number of instances that when agreements for the
have. f.m.m n suppression of salt works were under_ negotiation
acquisition OFt “1; s taken of securing on a compensation basis the
the Opportl;?hy right to levy transit duties or inland customs, and of
surrender of the rig hts of a similar nature. But the amount of
other soverelgn agble under these various heads was not always
C9mpensgt10§ an'S it would clearly be improper to calculate the
differentiate .lt immunity by reference to the toial compensation
value of a (sja comprehensive agreements of this sort, we have
payable un eg ¢ nli)ake an allocation. This has necessarily been
been compelled e(;d kind, in the absence of data which would be
of a _rough an rienti);‘i ¢ apportionment, but we are satisfied ’that it
required for isf sustice. We have also been (;onfronted with the
?lgszsssilt?,st)a;ndliifei'entiating between compensation payable for the
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extinction of States’ rights to lev
: ; Yy duty on ;

prdecion d compensaion byl T 7 st otk o
on the actual § a5 an Inevitable consequence the tpp foon of salt
' val manufacture of salt. The foy, otal loss of profit
an uimmunlty, the latter certainly does nq »?11; Properly ranks as
could only allocate in some cases on a rOu'gh anleugh ger% also we
ready basis, we

felt that we should not be dojpe iyet:
we did not attempt the task. OINg Justice to the Stateg concerned if

Mmunj i
e States concernéfi}f and their

materially reducing the aggregate amount debite d alllgaa(tiingt)i heffgct of
e States

on account of immunity from Briti
. ritish-Indi
satisfied that the figures shown in i}gﬁ?& S{a/lt tax, but we are
are as

value has not been debited against th

of the right to levy
other commpdities. But States receiving thj

central revenue, though this im

, S Immunit
salt tax. It relates to the sphere lofy ‘lsl i orom the payment of
fore dealt with in another Chapter o i

Conditions in Kathiawar

223. The special case of Kathia i

: w
ngu(;lllleha/e t‘t:)een aireafd;} d(;%alt withz.lr g w: ?)lguns la of

est coast of India h ua of Kathj

length,. an area of 23,445 squa?eS ;ilzeaboard os n
the Irish Free State, and a Population of
?xltlﬁmtlﬁ It. is mha.blte‘d by an enterpriSing ae
1 e nelghbourmg.lsland State of Cutchp -ople and, together
lz}rgccla part of the Ind}an migration to East, and Donsible for a

o-day, as for centuries past, they conduct o, South Africa,
trade with Zanzibar and with the Persian énlfGXtensiVe dhow

ulf,

areas can almost be described as one vagt natura] gaj¢ he coastal
pan.

224. Efforts were made by the Go
time as settlements were be}i’ng read;’eeénir:eﬁ;pf India, at the same
Kathiawar States into line with al| other Indj gputana, to bring the
of commercial salt agreements, but the diffic I} States on the basis
and negotiation was finally abandoned. Resu ties were too great
Paramountcy, and the Kathiawar States, whil: llrfaff‘;” ? : ﬂtlen had to
ree.to continue
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the manufacture of salt, were subjected without compensation to
very definite restrictions in regard to the quantity of output and
the sale of the salt so manufactured. The sale of Kathiawar salt
was and is unrestricted within Kathiawar, and carries no duty
payable to the Government of India, but a preventive line is main-
tained on the inland boundary of the peninsula, across which no
Kathiawar salt is permitted to pass into the markets of India.
Shipment by sea to any Indian ports is forbidden (with one exception
of importance to be referred to later), and all salt traffic carried in
dhows is made illegal because of the facilities for smuggling offered
to shipping of small draught by the innumerable creeks existing on
the coast of Western India. Until very lately, the sale of Kathiawar
salt has in fact been confined to Kathiawar, but the large amount
of salt imported from oversea into Calcutta has occasioned a
recent modification of policy, and Kathiawar States applying for
permission are now allowed to send their salt to Calcutta only,
provided it is shipped on steamers not touching at other ports, and
that it is loaded direct on board such steamers. These shipments
of salt pay customs duty at Calcutta, and no immunity arises

therefrom.

225. It is stated in our Terms of Reference that ‘ the ideal system
of Federal finance would be one under which all federal units would
contribute on a uniform basis to the federal resources.” The
position in Kathiawar is that no State contributes anything in
respect of salt tax, but that is only a part of the difficulty with
which we are confronted. With the exception of a trifling inland
manufacture of earth salt, the only Kathiawar States producing
salt are the maritime States, viz. :—Bhavnagar, Janjira (Jafarabad),
Junagadh, Baroda (Kathiawar possessions), Porbandar, Nawanagar
and Morvi, with Dhrangadhra on the Rann of Cutch. All the
inland States of Kathiawar purchase their salt from the maritime
States, and such excise duty as is charged upon this salt goes, not
to.the Government of India, but to the maritime States. The
effect of the present arrangement is that the inland States cannot
claim any credit in respect of a contribution to central salt revenues
inasmuch as they pay nothing, and they must therefore be debited

with the value of a complete immunity.

226. The maritime States are, as has already been made clear, in
the enjoyment not only of complete immunity for themselves, but

"~ are also enabled to impose such salt taxation as they choose upon

their non-producing neighbours.

Special circumstances of Dhrangadhra.

227. The case of Dhrangadhra on the Rann of Cutch is peculiar,
This State manufactures a type of salt, derived from the evaporation
of brine, known as baragra. This particular type of salt is identical
with that produced by the British-Indian works at Karagoda, also
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on the Rann of Cutch, and it is held b
Government of India that, the identific
from Dhrangadhra being impossible, t
smuggling call for special measures.

the form of requiring that duty shall
Indian rate on all salt manufactured
Dhrangadhra retains the duty collect
enjoyment of an immunity, but, ina 3t X
rate of duty is very muc}? higher thzr:ut%he €(lisut'ihec }fﬂrmsh-lndmn
salt manufacturing States of Kathiawar, ap dtharged by the
common w1f£h other Kathiawar States, is debarred e ranhgadhra, in
of India, this State finds itself at so great a disadvg tOm t. e market.s
tion with its neighbours that its work nitage in competi-

s are in danger of .
The Dhrangadhra Darbar has made very strong porre ~unction.
us on this subject. Y strong representations to

A% jche salt authorities of the
ation of baragra salt coming
he risks to the revenue from
These measures have taken
be collected at the British-
at the Dhrangadhra works.
ed, and is therefore in the

Suggestions for Kathiawar,

228. Viewing the matter as a whole in j
we have come to the conclusion that th
for the problem presented by Kathiawar
contributing units would be wholly incons;
ideal. The maritime States object strongly
which they are placed and are most ap
markets of India, while Dhrangadhra hag
arising out of the comiplicated history of i
Government of India in recent years, T
States are in an unfortunate and invidious
immunity which they possess by reason of
do not pay salt tax to Government, and
therefore be debited against them, does
countervailing financial advantage to them,

ts relation to Federation
€re 1s only one solution

stent with the federal
tp the restrictions under
Xlous for access to the

ts negotiations with

he Darbars of the inlatr}:g
position, inasmuch as the
the fact that their people
the value of which must
not carry with it any

229. We are of opinion that restrictio : .
imposed under Paramountcy without ggnzlggélsgﬁ)img activities
maintained under Federation. We hold, a5 5 o lcam‘xot‘ be
that, in a Federal India, States owning valuable sglt :ra principle,
be treated not as possessing potentialities of dap e?urces should
to salt revenues but as units capable of makip ga haln ¢ Injury
tribution to the efficient and economical supply Ofg salt SP ul con-
a whole. Such States should be admitted ag part o0 India as
operators in the business, and the present Kathiawar oy and co-
should give way to arrangements such as are outlined ?éﬁ)’\‘gements

230. We therefore suggest that all restricti
marketing of salt manufactured in Kathiawa;) nbfewvfrliziltlsc;)ever on the
such a policy could only be inaugurated on a truly fedelfatlw}r)x. _But
the acceptance of obligations on a reciprocal basis b r?h asis by
facturing States which receive the suggested Considgr atignmanu-

. The admission of non- .

a Very special grievance -
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231. We are of opinion that, in return for freedom to
trade, the States concerned should voluntarily submit to the
collection by Federal officers, at the source of manufacture, of the
all-India excise duty. The duty is now collected at the sources of
manufacture throughout India and the system is well understood,
is effective, and works without friction. There is no reason to
suppose that the same system, fortified by such general regulations
as are common to the maintenance of salt works and the movement
of salt throughout India, would not work as well in Kathiawar as
it does elsewhere.

232. It is true that the acceptance of these obligations involves
some surrender of sovereign rights, but the precedent already exists,
and Kathiawar would be conceding nothing that has not already been
conceded by the great States of Jaipur and Jodhpur. Moreover, a
mutual agreement such as we suggest would be made with a Federa-
tion in which the States affected would themselves be units—an
entirely different matter from an agreement made with the existing
administration in which the States have no share. It is true, also,
that our suggestion, if accepted, would increase the cost of salt
to the population of Kathiawar, but we have already shown in our
opening paragraphs that the incidence of this indirect taxation is not

. heavy, and, in any event, it would be no heavier than is borne by the

whole population of India at the present time except that of Kathia-
war. Moreover, the payment of salt tax on the same basis as British
India and other Indian States would enable Kathiawar to make its
contribution to the federal revenue in a manner probably more
satisfactory to itself than any other which could be devised. It
would also provide an immediate and effective remedy for the
invidious situation of those inland States which at the moment
must be debited with the value of a complete immunity. These
considerations, together with opportunities for profit on the larger
production which the removal of trading restrictions must provide,
should go very far to compensate the States for the concession
which it is suggested that they should make. The Government
of India, or the Federal Government as its successor, might stand
to lose at the outset by new competition with its monopoly, but
the encouragement of the high-class salt production of Kathiawar
could only be to the advantage of India as a whole, and the new
revenue derived from the hitherto untaxed Kathiawar salt sources
would more than counterbalance any loss occasioned by competition.
Acceptance of our suggestion would also eliminate the disabilities
under which Dhrangadhra now labours.

233. The Terms of Reference require us to include a schedule
showing the value of the immunity now enjoyed by Kathiawar
States. This has been done in Appendix V, the value of the
immunity being calculated on the basis of population and on an
average consumption of 12 lbs. per head per annum with salt tax
at Rs. 1-9-0 per maund.



88

Conditions in and suggestions for Cutch.

234. The conditions existing in the Sta
similar to those existing in Kathiawar, with tt(lzleofiif(f:;-?h ar§ very
market for Cutch salt is limited to Cutch itSeilfce that the
Paramountcy agreement. A preventive line is maintain :11 nder- a
the State on the mainland side of the Rann of Cutch g t ed against
it may be noted, can only be crossed by caravan t;aafﬁ ract ghlch,
only during the dry season. There is no rail or roadc’ an tl}at
between Cutch and the mainland of India. The St connection
anxious for access to the markets of India both by sea :\tg is most
routes when open, and we make the same suggestio nd by land
as for Kathiawar. ns for Cutch

235. It is perhaps desirable that we sho } )
purpose in differentiating between the asee:tgnzzegll):las_lze our
Kathiawar and Cutch and the salt rights of other Indi netts of
The former have no commercial agreements ; they recei?n States.
pensation for the restrictions under which they carry o etl?o' com-
trade ; and they have had to submit to a policy di}étaft1 d eir salt
interest only. The latter are parties to bi-lateral agre ed by one
which they receive valuable considerations for tlgle e’?le}i‘ts ungler
they have surrendered. rights which

Special case of Mandi.

936. Brief mention must be made of the i .
a State whose territory is situated amo;;;foéﬁ?%oc;s_i_%f Mandi,
Himalayas. This State owns rock salt which is qu lls of the
commands a considerable sale in other Hill States Wh(illearrled and
also finds its way into parts of British India. All of tlsl(-)me of it
exempt from the payment of British-Indian tax. Some 1s sal.t is
compensation is received from the State by the Gov pecuniary
India for this infringement of the British-Indian momeeil ooy OF
is doubtful whether the payment fully covers the } opoly, but it
revenues. 0ss to central

Total Value of Immunities.

937. Reference to Appendix V will show th
value of those privileges in respect of salt enj(t)}}lrztl gi’e I;O(;?l @onual
(Kathiawar and Cutch excluded) which we have cdlass'ﬁlaln Sta.tes
munities within our Terms of Reference is Rs 38115ed as Im-
that, if Kathiawar and Cutch were included, tﬁe 10:151 and

value would be Rs. 46, 06, 057. total annual '

Concluding remarks,

238, Before concluding this Chapter we desire to
all the assistance given to us in our examination of
with which the Chapter deals. The Sub.(;()mmitt%oc

acknowledge
the subject
harged with
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the duty of investigating it visited and inspected certain
States’ salt works, notably those at Okha and Porbandar in
Kathiawar. They also visited and inspected the Government
works at Sambhar lake, the Dead Sea of India, in Rajputana,
This great lake, where a combination of salinaceous soil and solar
heat converts fresh water into 300,000 tons of salt per annum, is
the greatest of India’s salt sources. It belongs to the States of
Jaipur and Jodhpur and is leased by Government. To all who were
at such pains to show the different works and explain the processes
of manufacture we owe and here express our thanks.

Summary of conclusions and recommendations.

In the introductory paragraphs of this Chapter (paras. 203-208)
we have given some acccount of the magnitude and origins of India’s
salt supply, the system of its taxation and the financial importance
of this feature of the Indian fiscal system, it being estimated by the
Federal Finance Committee that the net receipts from salt taxation
should amount to Rs. 555 lakhs, or about 64 per cent. of the
estimated federal revenues.

We also show (paras. 209-214) how between 1870 and 1885 the
Government of India, by a series of Agreements with salt producing
States, was able to establish a practical monopoly of production
and to remove the customs barriers previously maintained against
Gtates. Reference is made (paras. 211-214) to the principles adopted
for purposes of those Agreements and to their effect upon the
States concerned, which has in some instances given rise to a sense
of grievance which still exists.

We describe at some length (paras. 228-235) the special cases
of the States in Kathiawar, and of Cutch, whose Agreements
subjected them without compensation to very definite restrictions in
regard to the output and sale of salt, but who contribute nothing
towards the central salt revenue.

Except in the cases of States in Kathiawar and Cutch, we see no
ground for recommending any immediate revision of existing Agree-
ments. The question of revising other Agreements will be for con-
sideration in due course by the Federal Government, which may
deem it desirable to arrange that salt sources closed or restricted
under the present Agreements should be reopened in order to dimin-
ish the importation of foreign salt and to rid itself of compensatory
liabilities (paras. 215-218).

To the extent that ‘certain States, or their inhabitants, would
under existing arrangements be exempt from contributing to federal
revenues through the incidence of the salt tax, we find that they are
undoubtedly in enjoyment of immunities. These immunities, as
calculated by us (Appendix V) amount in all to Rs. 46,06,057, of
which Rs. 7,90,906 relates to Kathiawar and Cutch. In making

(11544) D
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these calculations we have carefully scrutinized the salt Agreements
with a view to excluding compensatory or other payments which
1?1 our opinion, do not rank as salt immunities (paras. 219—2‘72)’
though, as will appear from Chapter VIII, some of them constitute
immunities of another kind. ¢
th;{? ;ﬁggr? t.to Katthi.a\yar and Cutch we suggest (paras. 228-235)
Xsung restrictions on the manufact arketi
salt should be removed, subije tion that the o 8 of
» subject to the condition that the States
cerned should permit collection of duty by fedem]
r the federal salt g ¢
officers at the source of manuf th the apolestin
he : anulacture, together with the applicati
gf sulch admfmstratlve regulations as are common to the ma?rll) tle(;laat:locrflr
salt works and the movement of salt throughout India.
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CHAPTER VIL.—SEA CUSTOMS AND PORTS.

Introductory.

239. Our Terms of Reference in respect of sea customs, as defined
in the Prime Minister’s letter dated 16th September, 1931, addressed
to our Chairman, are as follows :—

‘“ In regard to the varying measures of privilege or immunity
in respect of customs enjoyed by certain States, (a) to
investigate the position of each State with a view to determining
the value of the ascertained existing rights in question; (b) to
express an opinion as to what compensation it would be worth
while for the Federal Government to offer in return for the
relinquishment of the special privileges which each State now
enjoys or such modification thereof as may appear to the
Committee to be an essential preliminary to Federation. In
framing such terms it would be open to the Committee to make
allowances for any contributions of special value which the
States in question might have been or be making to the resources
of the Indian Government.”

In the ensuing paragraph we are also authorized to take into
account existing facts not specifically mentioned in our Terms of
Reference but which have a close bearing on the matters remitted

to us.

Views and conflicting policies of States and British India.

240. Thegeneral problemis well stated in paragraph 17 of volume IT
of the Indian Statutory Commission’s Report, and the attitude of
the maritime States vis-a-vis British India may perhaps be not
unfairly summarized as follows. They argue that they possess by
virtue of their sovereignty the right of levying and retaining
sea customs duties at their own ports; that, while they have
agreed in the interest of India as a whole to levy such duties
at rates not lower than those charged at entry into British
Indian ports, the existing scale of duties has been determined
by British India without reference to them; that the revenue
they derive from these customs duties is substantial, elastic,
and an important part of their total revenues, from which their
State expenditure (including that on nation building activities),
has to be met ; that the appointment of the staff by which they
collect, and the manner in which they disburse, the revenue so
realized from customs duties are entirely matters for their own
decision ; and, in particular, that they cannot be debarred from
utilizing that revenue in the maintenance and development of the
ports at which the customs duties are levied.

241, On behalf of British India, it may be said that it is an
essential part of a federal scheme that there shall be a uniform

(11544) D2
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system o.f customs duties—uniform in the scales of charge on each
commodity, in the. method of collection and in subordination to
the Federal authority—, and that it would make for cfficiency, if
not necessarily for economy, if all customs staff were concentrated
under one administration ; and that, if the revenue realized from
such a umform_ system of customs dutics is to be allotted wholly to
fedfzral needs,‘ 1t 1s reasonable that against the value of the duties
levied at their ports and hitherto retained by the States there
should be set off the valuc of the general benefit which would acerue
to the _Statgs from Federation, including the right to a voice in the
determination of Federal policy.

intzeégstN?m (1)nfe disputes the right of the States, in their own
e and for their own purposes, to levy customs duties at
their ports ; but it is clear that the British Indian authoritics are
fully entitled to take steps to sccure that their own revenues are
not thereby prejudiced.  British India aleo not unreasonably
lc(g)grsnplfams that trade is diverted from its own ports, with consequent
oS > r(l)g r;:ven}ug, to ports dcv'clopcd and maintained by States .by
S ot subsidies from their general revenues, which are being
C(iqs‘;;mgtly Increased by the customs :
:‘}71 (lzlcforgio;? S;l(l)){j;(-l'ICS h;w‘e attracted. These snbsidies may take
harges (?rmqﬁmnl 0’ capital without interest or sinking fun
R S ally ow port charges, especially for warchousing,
ancing of traders on exceptionally favourable terms, an
preferential adjustment of State railway rates ( o ’

onz‘?}?é 3&??}?;:1 ({[ruiltr: i()[; ?1\] the major ports of British India arc,
o sty ther incor,n; " ?{s'ng(l on a sclf-supporting basis ; that lﬁ
they are l‘Cquiréd td ’i(l]f Li:tlv:(? f(rotm port (lu](lss and charges ;Ntl;llce
includ; S CLIMSLS0-as 10 cover all proper expenditiity
draxli'dg;)%xintt}tzbsi;:r)]-('l1Smk-mg fund charges. Thl(%y 1lmve nlo right to
Situate oy oo thgo's Cun; tﬁcwr‘lucs of the provinces in which they ar¢
meeting any deﬁé ic;)‘ 1(': (mvm:mn(:nt of India for the purposeé %
any claim woon Rk «}n;l neither they nor the provinees have
ponany part of the customs duties levied at their ports:

her business undertakings, have to face
another, but that competition is carrie
?l‘llplxllstrzl.ti\'(: conditions upplicublc to 2
entirely altered when they are faced with
administered by a State on wholly (lifferent
changes in British Iy 1-,“5 "‘.)t "Uly.bv(:n cnabled, through recegs
fortuitous as it \.V’l' ¢ lclfl fiscal policy, to reap an advantage .
revenue - out of a]LIS unexpected and, In certain cases, to u?qulre
revenue for the })uf rOD‘Ortmn to its population, but, by using ' ?1
of the port, abu‘m"u‘tpsostL of Slﬂ)s“h-zmg t.ho further dcwlOpr'r;f)rs
and indirectly <‘<;m‘§l tlmdc from its British Indian competl o
fying its com tt pels them to furnish it with the means of inten
petition. In addition to this, British Indian taxpay ers

244, .Port trusts, like ot
competition from ope
on under financial and
alike. The position is
competition from a port
principles.  The State |y

dutics arising {from the trade
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though they continue to bear the burden, are deprived of the
benefit of the taxes which they indirectly pay. No doubt this is
also the position of consumers resident in inland States served by
British Indian ports, but any grievance which they at present
entertain by reason of their subjection to a system of sea customs
taxation in the control of which they have no voice would find a
remedy from their participation in a federal constitution. One
question at least which we have to consider is whether after Federa-
tion the maritime States can by virtue of their geographical
situation claim to continue in an exceptional and privileged position.

Value of India’s overseas trade.

245. Before dealing in detail with the circumstances of the Indian
States’ ports it seems desirable to indicate in broad outline the
general importance of the international trade of India and of the
import and export duties levied on that trade. We have therefore
prepared a summary of this overseas trade (excluding coin and
bullion) for the quinquennium 1926-27—1930-31 ; and also for the
financial year 1931-32 just ended. The figures for Burmese trade
are excluded throughout.

(Rs. lakhs.)

Total Imports.  Total Exports. Total.

1926-27 .. .. .. 217,22 271,27 488,49
1927-28 .. .. .. 235,11 288,69 523,80
1928-29 .. .. .. 242,10 305,43 547,53
1929-30 .. .. .. 228,09 279,46 507,55
1930-31 .. .. .. 152,11 194,21 346,32
1931-32 .. . . 120,11 138,27 258,38

946. The duties levied on this trade are as follows :—

(Rs. lakhs.)
Export Duties.
1926-27 .. .. - .. .. 4,92
1927-28 .. .. .. .. .. 513
1928-29 .. .. .. .. . 4,72
1929-30 .. .. .. .- . 5,17
1930-31 .. . .. . . 3,80
1931-32 .. .. ‘. .. .. 3,40

(11544) D3



94
(Rs. lakhs.)
Import Duties, excluding salf.
1926-27 .. .. - . .. 3588
1927-28 .. .. .. .. .. 36,07
1928-29 .. - .. - .o 37,22
1929-30 .. .. .. .. .. 37,28
1930-31 .. .. . . .. 34,09
1931-32 .. .. .. . .. 3575

(Import duties on overseas salt hav
ave been ¢
f(})lr the reason that such duties are included in t
;te Ii:lxcxlsutl(:lm; trg;ve’nue rz;nd Eartly because, as no salt is imported
ates’ ports, the inclusion of import duti
in the above table would advers i percon
ersely affect comparis
the customs revenue collected at S ’ o aNeguon
< t 5
o) ates’ ports and

xcluded, partly
he salt and not

at Indian ports

shgf.ag 1:1§(r>r£imon(1]mowl.edge that the years 1930-31 and 1931-32
show an alarn ;lfg‘ rop 1 the volume of India’s international
e :17.1 otal of m)fports and exports for the year 1931-32 being
nly 471 P : nt. o the peak year 1928-29 and only 53 per cent

of that for the quinquennium 1926-31. In these circumst ;
iny g(;anerah.;éxtlops about India’s overseas trade are necosgz?rciizs
“aszlf‘;ngl}?'sho&; lft; dSIWC hope, we are justified in regarding thz
o Shump ” shown v the figures as of temporary duration only
we m y’([‘h*ek ‘tcr tgtal overseas trade at approximately Rs 50(5
cro. te;n the cu‘s or}n,s duties thercon, at present rates but wi‘t.hout
th viewpof ‘th}; Surc mrgc:, would amount to about Rs. 60 crores. but
e t}};ere(slexg abnormally low prices of several impor,tant
e pat the ,tot ; uties on wh}ch are specific and not ad valorem
we put the al customs dutics at not more than Rs, 50 crores
¢ optimistic assumption made as to a rCViVLl.I of trade.

248. S i : .
importanuc(;h ;Sft?l(é magn{tgde of India’s overseas trade and such the
of her customs rer mantime customs. The importance to India
country at India’s‘;ig;ce* ;? egcfr(}égiéndcer\erafed by the fact that, in a
difficultics in the levying of dircet taxation, Cootcs e Lo har
. : ct taxation. Cus - :
zcllrlbstgrlnfrfc%;eu eth'e‘ mos@ convenient methods of :Sgi;gdnrgvgﬁﬁl:e
fo deralibu deet 18 explicitly recognised as the main ite f thé
get and thus assumes an added importance fo; fgé f(x)lture

State ports visited and inspected by Committee.

249. With these facts in mj we now hav he overseas
mind we now h rvey the

ave to su 3%

trade and the customs revenue of the Indian States with reference
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to their ‘* ascertained existing rights ” in respect of the latter.
The Sub-Committee deputed for the purpose visited and inspected
the following States’ ports :—

Trivandrum
Quilon . . . .. Travancore State
Alleppey
Cochin .. .. .. .. Government of
Madras and
Cochin State
Bhavnagar .. .. .. .. Bhavnagar State
Verawal .. .. .. .. Junagadh State
Mangrol } (with Mangrol)
Porbandar .. .. .. .. Porbandar State
Okha .. .. .. .. DBaroda State
I%f;czli .- . .. .. Nawanagar State
Navlakhi .. .. .. .. Morvi State
%zzgﬁf } .. .. .. .. Cutch State

They also interviewed the representatives of Cambay, at Bombay ;
the representatives of Janjira, at Rajkot, in respect of Jafarabad
port ; and the representatives of Savantwadi at Sangli.

950. The above is a complete list of the maritime States, which,
in respect of their ““ascertained existing rights,” may be dealt
with in three groups (1) Cochin and Travancore, (2) the Kathiawar
States, and (3) the other maritime States. To these must be added
a fourth group comprising certain States which, though not maritime,
have privileges or claims in respect of sea customs. We proceed to
deal with these four groups in the above order.

(1) Travancore and Cochin.

951. The Indian coast-line within the territory of Travancore and
Cochin States has a definitely tropical character and possesses
ceveral distinctive features. Along the sea-board there has appeared,
from the inter-action of factors still imperfectly understood, a long
strip of land separating from the sea a system of waterways
running from north to south some 150 miles in total length and of
varying width, into which fall the rivers which drain the terrain
between the hills and the sea. It includes a number of natural and
artificial subsidiary channels, the ‘whole providing a system of
communication connecting on its west side at Alleppey and Cochin
with ocean-going traffic and on the east with the low-lying areas of
the two States.

252. The strip of land between this lagoon and the sea is subject
at points to erosion on the sea frontage. This has been artificially
checked at Vypeen Island, lying to the mnorth of Cochin harbour,
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where it might otherwise have seriously affected that harbour
There is another, perhaps unique, feature, viz., the presence of ari
oxl'y substance, apparently vegetable in origir; whi}Zh during the
rainy season is, by some syphonic action due to the ressvﬁ"e of
river water accumulated in the lagoon, discharged intp the

where it has the effect of reducing wave action and t} l9 'li 565}{
practicable for vessels to anchor, discharge, and load il’ll ](:prer;l r((;SzLC;-

stead even during the monsoon. All i
: . : . eppey in parti i
advantages from this peculiar natural pﬁgngmen(?nlrtlmlar dertves

TRAVANCORE.

0 u21if)3n ’l;hed pAolrlts of Travancore State—Colachel, Trivandrum
Quilon ¢ unm . eppeEIMare all open roadsteads. Colachel an(i
bandrm nrfismere ydbeach ports with no facilities and a trifling
frade. Quilon served by a jetty and does a considerable import
Auepi)ey » ]};agaﬁzg;ggtggii iﬁﬁ;nm;)dlgies such as rice and paddy.
s Tr E ortant port and s 365

xrclliglrfld In its roadstead in 1930-31. I}t is gt?p;)lrizgt\i?t;te; r(r:l(f;%
venie neg/escg?l?struct_ted jetty, godowns for merchandise, and some
ther necessal ¥ equipment of a busy port. It has no rail connections

inked with the great system of inland waterways already

referred to and conducts a Nt
local in character. substantial import and export trade

254. None of the Travancore i
- 4 ports serious} m s 1
to compete with British Indian ports and thez mcoaypg’éeieor lsdhkely
serving the nceds of the population of Travancore alonegar ed as

CocHin,

255. The port of Cochin is in an ent
possesses a harbour in the true sense
the lagoon from the northern and sout
harbour, where there is deep scour du

of the tidal and fresh water and j
' In part to the juncti
i;c;e:;m:n?rfl fresh water. This scour is of import]ané:et 122 fodfcfl}ll:'lttlw g
the kge ing out, by dredging, of the channel to the dee seal axrll(gi
the ke pof gd(e)ggnd(;f th}i dredged channel. Access to t}Il)C sca for
] aught once secured, the I i
extensive and completely protected natural har}gﬁn prr t?: lggitoarrri

of this harbour consists of soi i
. soil readil :
suitable for the formation of reclamgtggzvgi E11>Sy suction dredger and

irely different class in that it
At Cochin the waters ‘of
hern directions join in the
¢ In part to the meeting

256. The port of Cochin i iti i
o ' Ce s a British Indian and i
abztt)(lautlgoaic,)lat?élrt ;tn 55 i?s filagvmlent of British Igdi;l O;Ct;:lldlig(gh?g
' evelopment i
co-operation of the neighbouring gtate of1 SCS:}?iflndent upon the
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957. The Portuguese established a settlement at the harbour
mouth in 1502. The Dutch took it from them in 1663, and held it
undisputed till 1759, when the Dutch power had begun to decline.
The Zamorin of Calicut invaded the settlement but was expelled
with the aid of Travancore ; and between 1776 and 1791 Haidar Ali
and Tipu Sultan asserted their suzerainty over Cochin. Thereafter
it was subjected to attack by various Indian rulers but finally fell
to the East India Company in 1791, since when it has remained a
British possession. It is a tiny, though very populous, settlement
covering only one square mile of land; but that land includes
both sides of the harbour entrance, and an important part of the
Jagoon comprising the harbour is also British. It is administered by
the Government of Madras, of which Presidency it forms a part,
and its customs house is controlled by British Indian officials.

958. Along the whole 840 miles of Indian coast from Bombay to
Cape Comorin there was no safe harbour in British Indian or Indian
State territory. Only at Portuguese Goa was there such a harbour,
and it is small wonder that for at least 50 years the possibilities of
Cochin have been closely investigated. But it was not till recent
times that the development of suction dredging reduced the problem
to an economic proposition. In 1920 a resident harbour engineer
was appointed and from that date development of the harbour’s
facilities has gone steadily forward with the full co-operation of the

State of Cochin.

259. The major works so far completed comprise :—

(a) the protection of Vypeen Island on the north ;

(b) the dredging of a deep-sea channel giving over 30 feet
at low water;

¢) the formation of two islands from soil dredged in the
harbour, the larger of which will provide the site for the harbour
buildings and wharves ;

(4) the laying of suitable moorings inside the harbour, at
which vessels can lie in safety, and the provision of port
equipment and facilities, such as an excellent pipe line suction
dredger, launches, survey vessels, oil and water supply, etc.

260. But the port development has not yet entered upon its final
stage, which will make it possible for ships to lie alongside equipped
wharves. Plans and estimates have been prepared for permanent
jetties and transit sheds on the larger island formed within Cochin
State waters from the dredged material, together with rail connection
with the mainland. When this stage has been completed, the port
should possess all the principal requirements of a well developed
harbour for ocean-going ships, providing the long sea-board of
south-west India with facilities long needed.
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261. The present trade of Cochin port is princi i
foods’gu_ffs. Its imports supply a denP;e popﬁlatfggalgoghizag;g
containing 1} million and Travancore over 5 millions of cotlc
while its exports are drawn from the products of a highl pfer}t)il’
soil. ~ Over 500 ships now call within the year. The imgpor};'; com?
prise some 400,000 tons of cargo per annum, mostly rice and padd
kerosene and petrol from Burma, sugar from Java, and raig fror};;
113(;)0m0%e(1)y and Karachi, while its exports have a \,rolumg of about

) tons per annum, the chief items being cocoanut products
ggﬁ;c)ﬁra tea, and tiles. All this traffic, both import and epx ort is:
Cochiﬁ 1a:;i ?oormgs, the goods being boated to and from pBrit’ish

in and Ernakulam, the present rail-head, which is situated i
Cochin State on the mainland shore of the harbour T

262. We have given, as a n imi
description ‘?f Cochin port and its flzevfﬁ)rgmgrﬁh::gav:’g' " gonera
survey the “ascertained existing rights ”’ in t};e customp'r OC‘C e
of the port possessed by the two States of Travancore 'Ln?l rCchlrll'ue
These rights are governed by the Inter-portal Trade (C ochin.
of 1865 and the Four-party Agreement of 1925. The q(énv.e?}t}on
by the two States under these Agreements of ém inter‘es%u'mltlon
customs revenue of the port was, as will be seen, the resul P
exchange of valuable considerations. ’ esult of an

Inter-portal Convention of 1865 and Port Agreement of 1925

263. The Convention of 1865 provided that :—
(i) No duties should be levied ej .

) ‘ ither by the Gove
jIITdIISa'??‘}?yI the two Sta‘ges‘on goods prodkfced orjrcr)l‘(:tcnrl?ggllf Odf
in I I'IC :)sc hinncillador}rthmr import, whether by sca or by lznrl%

n ravancore territori t ’
salt, opfum and spirics incore territories, excepting tobacco,
on(lgléolgg dutdy should be levied by the Government of India
e t}z)r(})3 rtlltclzg ;)r (;pan?factured in the two States on their

] ndian territ 3
excepting salt, opium and spirrlit(s)ry’ whether by sca or by land,
(iii) Free trade should be bli
and the s Travancorte .cstabhshed between Cochin State

(iv) The two States should adopt the British Indian tariff

and i
rates of import duty on all foreign goods imported into

th?‘r:;, IE‘(())ba'cco bci;lg excepted on import into Travancore
( relgn goods which had alread i '
) : \ Y paid dut i
tli)mt;gh %ndlé'l or to either of the two Stgtes sllllozlgnblmﬁ?rt tg
t pass free in the event of their transport { ither of thes
erritories to the other, rom cither of these
(vi) Cochin State should ado iti
s t the Britis ic
f)x_port duty on articles exportelc)i to foreriltils ’ Indl(‘l'n‘rates o
eing excepted. 87 countries, pepper
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(vii) Travancore State should levy export duties, not less
than those obtaining in British India but not more than Rs. 5 per
cent., on all ordinary exports, 10 per cent. on timber and
Rs. 15 a candy on pepper and betel-nut ad valorem.

(viti) The two States should adopt the British Indian tariff
valuations for exports as well as imports.

(ix) The two States should adopt the British Indian selling
price of salt and be permitted to import British Indian salt
on the same terms on which it was imported into British Indian

ports.

264. As compensation for the resulting loss to Cochin, the Govern-
ment of India agreed to make over to the State a moiety of the
customs receipts at the port of Cochin, and further guaranteed a
customs revenue of not less than Rs. 1 lakh and an import duty of
not less than Rs. 10,500. Travancore was granted a cash compensa-
tion, out of which a claim by the State has arisen with which we

deal later in this Chapter.

965. Under the Port Agreement of 1925 the two States entered
into certain financial commitments in respect of the development
of Cochin harbour, then and still proceeding, and it was agreed that,
after that stage in the development of the new harbour had
been reached when ocean-going steamers were regularly berthed
within the harbour, the net customs collection at the port
should be divided in three equal parts between the Govern-
ment of Madras and the States of Cochin and Travancore,
with the implied understanding that the Government of India would
be substituted for the Government of Madras if and when Cochin, as
a major port, passed under the charge of the former. It was further
agreed that the customs revenue collected on imports only at the
Travancore ports of Quilon and Alleppey should be pooled, for the

urpose of arriving at the three-party division, with the customs
collections made at the port of Cochin. The new allocation of customs
receipts contemplated in the Agreement of 1925 has now come into

effect as from Ist April, 1931.

Claim of Travancore under Convention of 1865.

266. Under the 1925 Agreement, the “ascertained existing rights
both of Cochin and of Travancore are clear, though the valuation
of them is complicated by the somewhat indefinite financial commit-
ments of the two States in respect of the development of the harbour.
A question has, however, arisen as to the scope of the right acquired
by Travancore under the Inter-pprtal Convention of 1865 to com-
pensation for the loss of revenue involved in the acceptance by the

State of certain provisions in the Convention.
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267. It wi
Already ‘::)eV:rllusEf sleltznt }flrom the terms of the Convention which have
duties on goods d at Travancore surrendered the right to lev,
200ds which had zﬁiZag;esqi%rth?ilgg:ﬁ're}? IinlBritish India or oi
ex ; ) 11 1sh India, subjec
Onceg(t)g?ss rlll(]):: lgfr:;eedrel:layant, retaining only the rightbigtltc? Cztr&g
(designed to pfomot ircctly from abroad. By this sgrrender
Britich India) of the right to levy dytier iy otuecn the State and
directly i A s on all goods 1 the S
of rov g; llrlrelp\(\)fitﬁg(}ll f;orél abroad, Travancore ga\g/e UI; :l)gé;tr’;cil:’nmtlu)si
in the conren ot thea the{etqfore accrued to it, and 0;1(1C'?V0(311;2d
Tndia Some comoen r}[?gotlatlor{s to secure from the G()vern(ment of
for Compensatiolrjl W'; }On {lor this loss. The form in which the claim
submitted by the D(ewm(l y put (forward appears in a IVIémor'lncftlm
by him asa “ Mem an on the 3rd November, 1864, and dcf ribed
orandum of the terms of the prop()éc‘d Com;‘fercial

Treaty between Briti i
lSh Indla Ty 1Y) -
clause of the Memorandum is as I}gllg\i,iYancore, fhe material

“The Briti ,
loss of importsgug, Oggr?m?_nt to protect Travancore against
Indian ports, till Trav oreign goods imported through British-
said loss di,sap e'1;~ ancore ports obtain direct trade and the
Travancore . . pt(o St} s protection to be granted to
collections of im.port dK3 extent of the amount by which the
be directly imported Ilr:[t}; O%ff\f:;gcn goods which may hereafter
roposed . ore unde rms
I;ll fgreign’ggi)zzjtydf‘au short of the amount ofr ttl?eC fcrm:l of the
s directly and ndirectly imported inigr’?slv‘ﬁl}éoorz

in an average year, it bei
. ’ C >
valuations aog oo, 1t | ing understood that British Indian

duties.” uty should be used in calculating these

268. This Memorand i
. um, with earlie
imself and the Dewan, was forwarded ﬂ\fe 5:;0132? %;ntchec Il{)gsti‘z:r;

to the Government of M i
: adras, w :
which, he observed, woull en}th acovering letter setting out figures

be made of the amount of able an approximate calculation to
of India wo O compensation for whi : Gove
Resident polﬂx(}ce%e%%r?eﬂl:df k under the PTOPOSeldCng:; (g;;l\;cnrtn ml?ﬁz
advancing, it was not s at as the trade of Tra.vancoreg a5 steadil
of its prOS,pectivé not gl}’ltjrl‘)éc ﬁg go farfback to “ formw:rsl ?L\fgrzllg}é
ears migt 2 e e Was ot opini at the las
¥hat the zgufarzeget ?rl;en atS 2 fair and proper Sﬁzléglirgltltl‘ﬁlg 1 th tw?l
on the basis of the Ié(;irt'q}—llty on foreign produce had bcener(L s515\?2’618
thought more eQUitqbleli l {ndlan tariff and valuation (wl 1051 it was
the loss of duty o(n y Odt‘clkc.) and that the deficiency ; l1 : r from
proposed should be nil;O((l) s directly imported, whic}}: :: m'l&‘ rOw
be approximately Rs ade up by the Government O o
y Rs. 40,000. of India, would
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969. The Government of Madras, on 16th February, 1865,
considered the letter of the Resident and the documents which he
had forwarded from the Dewan, and in their Proceedings of that -
date reviewed the course of the negotiations and the points where
the parties were still at issue. They observed that, as regards
foreign goods, Travancore had agreed to levy the British Indian
rates of import duty, excepting from this rule cotton and metals,
which were to pay 10 per cent, and including in the category of
foreign goods, goods of foreign origin re-exported to Travancore
from British Indian ports ; that the Government of India objected
to the latter proposal; and that the Travancore Government was
willing to yield the point but claimed a guarantee of the revenue
involved, arguing that the revenue thus realised was derived from
the consumption of its subjects and that, in the form either of a
drawback or a guarantee, they were fairly entitled to claim it. On
consideration of the various concessions which Travancore had
expressed its willingness to make, and of its financial condition
and the reforms it had still to carry out in its administration, the
Government of Madras then recorded a decision to recommend to the
Government of India that Travancore should be secured against
loss by a guarantee to the extent of what would be the probable
loss, viz. Rs. 40,000. This recommendation was forwarded to the
Government of India on the same day in a despatch which
recommended the acceptance of the proposals finally put forward
by Travancore, and added ¢ the guarantee will amount to Rs. 40,000
at present and will be gradually reduced as the direct trade of

Travancore increases.”

970. The Government of India, on 8th April, 1865, signified their
acceptance of the recommendations of the Government of Madras,
and the latter Government, on 25th April, requested the Resident
to report without delay whether the Travancore Government agreed
to the arrangement which had been finally proposed by the Govern-
ment of Madras in their Proceedings of 16th February, to which
reference is made above. On 11th May, 1865, the Resident
acknowledged the receipt of the letter from the Government of
Madras and informed them that the Travancore Government had
now conveyed to him their consent to the arrangement proposed.
A Notification was accordingly published making the Convention

- effective as from 1st July following.

971. We have set out the facts relating to the final conclusion of

the Convention of 1865 in some detail, in order that the course of
events may be clearly followed. The Dewan, in his final Memorandum
of 3rd November, 1864, asked for compensation to “ the extent of
+he amount by which the collections of impor, i

which may hereafter be directly importg@ihiQ: m
ory the amou

the terms of the proposed Treaty, fal
Y

b
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?r?:’?ailégeo?nagﬁforelg’n goods directly and indirectly imported into
the recommend t.dvemge year,” and the Government of India, on
proposal by qu & ;pfn_of the Government of Madras, accepted this
the fi uresys(tll a?'l 1yllng the loss at Rs. 40,000, in accordance with
maxir{r;mm‘ lim}i)tl) ICf( }))\/ the Rcsxdgnt, and fixed that sum as the
they (the Govern(r;wertxtmr)fc?:(%)‘?nsu}10“ in any one year for which
the compensation to be paid.ld) were willing to aceept lability for

272. That this is t i
i partie; Lt CL?UI]&,\‘L}’IG tfluc nterpretation of the agreement between
s a( n‘r'cla’r?c z doubt, and we are glad to find our view
year in the 'fr'lv!x;xc‘(ﬁrdj{{ which has regularly appeared year by
n th avancore Administrati >por ( :
1930-31, it runs as follows '— ton Report. I the Report for

“83. Unde : . e

with the Britii}f}(l,coi’}t“ﬂ)()rtz}l Frade Convention entered into
duty on imp.odeij &(l)"gx;{cnt in 1865, '!‘rzw;m(:mc does not levy
or manufactured in{ij “ “’l’d} CCI‘tV:Lm exceptions, produeed
goods which have alrxn%“h I.nd."“ or m the Cochin State, or on
India. But Tl‘avzch?z-}{ ‘p‘.“ﬁl import duty in Cochin or British
from abroad. The }avé 'LVI)CS' duty on articles imported direct
the time of the Inter. rflg(,‘ amount of customs collected at
Rs. 13,218 rcprcscntel()loflt‘ll,(Jonvcm‘0 n was Rs. 53,218, of which
at the Travancore se; e amount of import duty then realised
guaranteed the St't)idl)o'rts., and the British Government

ate a total import revenue to this extent by

undertaking o
ing to make good any deficit up to Rs. 40,000 a year.

In other w
ords, whe s T
(on imports fr hm,ThL fravancore sea customs collections
I s fl()m f‘)r(fl > “ustoms coliectl

. ;
by sea for the use of thin’fcv(mm”cs’ excluding goods imported
Rs. 13,218, the Britigt ravancore Government) are less than
Rs. 40,000 ; butif in ,mltl : '(’OVCmm(‘nt pay 1o Travancore
the excess Ztmou’nt (rC'}l'YCdr’ 'thc collections exceed Rs. 13,218,
Rs. 40,000, and the bal abised is deducted from the sum ,of
amount was Dﬂ}"tb)]t MI]CC.M”“C is payable to Travancore. NO
British Governmor during the year under report by the

nent under the Inter-portal Trade Convention.”

TI%Z/IIS. In our opinion, thercfore, the ¢
avancore under the 1865 Con
compensation in the circumst

' ascertained existing rights ” of
' vention include a right to receive
of Rs. 40,000 in any year. T} ances mentioned up to a maximunt
now claimed thut “it iq( oi;l 'lc‘ Fravancore Darbuar have, however,
amount should be s "1(1' 5{ ‘]ust and proper that the cmnpmsation
ditions and carry out ti \]'us ed A3 1o correspond with present con-
Travancore for the 1()5:L.mtm“(”.] of the Convention to compensate
the amount of duty pllS;Zlii(;E\\ally mncurred by her”  They estimate
into the State, and mainl ¢ on lorcign goods now annually imported
less than 57 lakhs of rupmee 1oy o0 British Indian ports, to be no

ot rupees, and we were informed bv‘éhem that
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they had already moved the Government of India that the question
might at once be settled so as to enable us to base our recommen-
dations on the revised figures. If, however, the Government of
India should not find it possible to decide the matter at an early
date, then the Darbar asked that we should take it into account
under the paragraph in our Terms of Reference which authorises
us to consider other facts in the financial or contractual relations
between the States and the Government of India which, though
not specifically mentioned in the Terms of Reference, have a close
bearing upon the matters remitted to us.

274. We cannot agree that this claim of Travancore is one with
which we can deal under the paragraph of our Terms of Reference
which is quoted above. We are, as we have said, unable to accept
the interpretation placed by Travancore on the Agreement of 1865,
and in these circumstances we cannot regard the rights claimed
by the Darbar under that interpretation as “ ascertained existing

rights.”

existing rights of Travancore and Cochin under Agreement
of 1925.

975. We must now revert to a consideration of the rightsacquired
by the two States under the Four-Party Agreement of 1925. It
has already been stated that under this Agreement the import
duties collected at Quilon and Alleppey are to be pooled with
the import and export duties collected at Cochin. We therefore
append tables showing the value of the trade at these ports and

the duties collected thereon.

Value of

ALLEPPEY.
. Value of Trade (Rs. lakhs).

Imports. Exporis. Total.
1926-27 .. .. 116-3 407-3 5236
1927-28 .. . 187-0 387-6 574-6
1928-29 191-1 423-1 614-2
1929-30 .. . 187-5 406-7 594-2
1930-31 .. .. 95-3 338-1 133-4

Duties collected (Rs. lakhs).

LIimports. Exports. Mise. Total.

1926-27 .. 1-29 11:92 04 13-26
1927-28 .. 2409 9-16 05 11-30
1928-29 .. 1-16 10-48 -05 11-70
1929-30 2-84 10-2 -6 13-11
11-35 05 14-26

1930-31 2.8
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QUILON,
Value of Trade (Rs.).
Imports. Exports.
Dutiable. Now-dutiable, Dutiable. Non-dutiable.

1926-27 .. 3354 12,40,538 8059 76,498
1927-28 .. 506 768,277 5081 62847
1928-29 .. 2,437 2235384 11,228 77,664
1929-30 .. 355 1957036 8294 338169
1930-31 .. 6,245 1901018 2,398 51,398

Duties Collected (Rs.).

Immports. Lxports. Mise.

1926-27 .. . .. 611 699 28
1927-28 .. .. . 76 393 1
1928-29 .. .. . 336 799 1
1929-30 .. .. .. 333 8,082 56
1930-31 .. . .. 965 298 41

The export duties collected at these two ports do not come into
the pool, but we have included the figures for the export trade at
Alleppey and the duties collected upon it as exemplifying the very
high value, even under the depressed conditions now prevailing, of
the commoditics produced in Travancore. The trade figures for
Quilon are interesting as demonstrating the heavy import traffic
in non-dutiable commodities conducted there, though the port’s
contribution to the receipts of the pool will clearly be negligible.
It is apparent that the total benefit to be derived by the pool from
Travancore ports will be about Rs. 3 lakhs.

Port oF CocHIN,

276. In respect of the port of Cochin, the following figures give the
overseas trade and customs revenue for the quinquennium, 1926-27

to 1930-31 :—

Rs. lakhs.
Imports. Exports, Ne;egéfltzzzs
1926-27 .. .. 55736 5,14.18 18.25
1927-28 .. .. 6,46.36 5,86.64 30.62
1928-29 .. .. 55657 57427 28.66
1929-30 .. .. 58476 5,30.84 31.56
1930-31 .. .. 541868 4,83.58 34.78

277. It will be noted that there has been a marked increase in the
customs revenue during the last four of these years, though not in
the value of the port’s total trade. Thisincrease is chiefly attributable
to sugar, which alone produced Rs. 18.32 lakhs in 1930-31 (more
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than one-half of the total collection), a result which is partly
attributable to increased importation, due to the fall in price (from
Rs. 203 per ton ex-duty in 1926-27 to Rs. 115 in 1930-31), and
partly to the increase in the rate of duty, which has risen from
Rs. 4-8-0 per cwt. in March, 1930, to Rs. 9-1-0, as from September,
1931. If we take into account only the figures for the last complete
year for which they are available, we find a total net customs
revenue from Cochin port of nearly Rs. 35 lakhs, to which for the
purposes of the Agreement of 1925 approximately Rs. 3 lakhs
receivable from the Travancore ports has to be added, giving some
Rs. 38 lakhs for division between the three participating parties,
or rather more than Rs. 12 lakhs to each of the two States with
which we are now concerned.

278. It is the right to receive these Rs. 12 lakhs each which con-
stitutes the ‘“ ascertained existing rights ”” of Travancore State and
of Cochin State respectively at the present time, But the terms of
the Agreement of 1925 clearly require us to bring within the ambit
of those rights the revenue likely to be available for division on
the completion of the last stage of the port of Cochin’s development.

279. The problem of forecasting the revenue of the next few years
is particularly difficult. The five main factors to be considered are :—

_ (a) whether the development of the port of Cochin with its
mtended improved railway connections will be fully completed
within a rcasonable time ;

(b) the future course of trade, and particularly of the trade in
those commodities in which the two States are chiefly interested,
t.e., the markets for their exports and the prices ruling for
their principal imports ;

(¢} the fiscal policy of India with its reaction on such items

- as sugar; and

(d) the contemplated separation of Burma from India, with

the possibility of taxation on Burmese rice exported to Cochin,

Alleppey and Quilon.

280. It is obviouslybeyond the competenceof thisor any Committee
to attempt any prediction with regard to the last three factors, but,
as regards the first, something must be said. The amount of
capital expended on the port of Cochin up to the present is
approximately Rs. 83-5 lakhs, viz., Rs. 36-95 lakhs lent by the
Government of Madras, on which the port pays interest and sinking
fund charges, Rs. 27-18 lakhs provided as a grant in aid by the
Cochin State, Rs. 16-36 lakhs derived from port funds, and Rs. 3-01
lakhs borrowed on short-term loan. The cost of the further develop-
ment necessary to complete the port according to plan is estimated
at Rs. 90 lakhs. Allowing some margin for contingencies, we may
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assume that a total debit on capital account of Rs. 12 cror b
expected before the port development is finally C(;m* lotchS nﬂly lel
be seen that, of the expenditure already incufreqp l ‘1'1 . \t~'11
Ig);)rr?toril hasdbeen 1prt(})lwded by the State of Cochin in &15}5&523%

ant in aid, and the arrangement contemplated whe . 192
‘?ng(gc(?;?:%rllrt Zvoaxl: C(()lnd}uded was that the <:0ntrli)butions olfL gll‘x'tllz/tmlc)o;i
be provided in ‘er1 )S t 1¢ fufrthcr Rs. 90 lakhs of capital required should

ort as in the nei Ll same form. If we take the present trade of the
gf five per ctn?elg tbourhood O.f .RS' 10 crores and assume a1 increase
the port' we h.aggrs mﬁllm anising from the further development of
Rs. 12 crores and ,%; the year 1935-36 a trade of approximately
revenae. 4 ﬁgur(e of’ Rs ?u4r8111}ﬁ{ hls porro arrilticltlcincreaﬁc in the customs

: X . L ) case 1 customs re

::)’Lflgilzglr?;mllzt;l};nl‘is' %31&1\}'1 s, a handsome return on the ::(li;iziconnuacl
regards these p OP; sibiy Opltlltlmls,tr:gt:%(:f mw;éir(r:ix?g is called for both as
perpetuation or extension of the prcscntpmcft‘ﬁ(;(lln(()lf flllgznlcsl ;zrgti:?;) gltc

281. A S .
already esxtigtji[r}lm f;’;n;crt,}‘:feshavcto bear in mind the dense population
industrial deve%o ottt tates, the absence of any indication of
these mast be oopment, and the compotition of other ports. Al
we have already mcnteirt \ (lln uddltwn. to the external factors which
has great natural advro ntL - As against these it is true that Cochin
wisely and successfull v, alges and that these have heen developed
now being effected agd, oat}?((:)rtsh?nt g(:fl tlmpr{)v?d railway connections
ool Tt Sy b et Y

pment, may have far-reaching effects on the future of fhfﬁﬁ

9
au‘t‘ngi &551(2 ;I;ctl)dtt?rlithe date should not be far distan
commercial lines ea;(zl (t:d nbor, to frame a budget drawn on strictly
charges on thei,r 1o provide In 1t for interest and sinking fund
funds—Landing arclgplgltllipf)flll)gcn(i; fllflr(; I;A ttp ;ftsent their several
. . N y or 1 . .

Ezllllggcesrfs ;tllealﬁtamed on a cash basis‘,m(\lxvi?}ild aé) lizt?gz
system of( accounztlrc » 1931, of some Rs. 11 lakhs; but a co%nlglete
account idi ancy would require a balance sheet and a revenue

providing for interest and sinking fund chargcts r(():nLthe

capital,the objective being, of
self-supporting undertakifg"o course, to make the port a wholly

twhenthe port

283. Inour opinion, the port of i
Porltuguese Goa) between I;30mba(}jfoglrlllclll Ccfllf)ltr}llgomvggipgr,t gz xcluding
anchotage and sl hashour fuies B e g o S
falceili%/ii{;r ? nd wgmh’ when fully developed, will aﬁoriledast?lnstl?e
the fat 0 % modern port—is of great present value and ti
uture be of even greater value to an Indian Fedemrggrsl iﬁ

whose undivided possession, unh
. . 3 ! a g i i
third parties, it clearly ought to be.mpﬁred by any obligations to
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(2) The Kathiawar States.

984. The peninsula of Kathiawar is wholly in Indian State
territory. On its jandward side it abuts on British India, while its
seaboard of some 600 miles in length is washed on the south by the
waters of the Gulf of Cambay, on the north by the Gulf of Cutch, and
on the west by the open sca.  Along the Gulfs of Cambay and Cutch,
siltation limits and controls to a great extent the prospects of the
ports situated on their shores, though the waters of the Gulfs, with
the innumerable crecks diverging from them, offer protection to
shipping and opportunities for port development. The ports
established on the west coast of the peninsula are open roadsteads
with, in some cases, harbour facilities in varying stages of construc-
tion. The Gulf ports of Kathiawar are Bhavnagar, Bedi, and
Navlakhi, while the west coast ports are Jafarabad, Verawal,

" Mangrol, Porbandar, and Okha.

285. The peninsula has a population of three millions and a sub-
stantial part of the trade handled at all these ports is local in
character, but the importance of many of them to the present Govern-
ment of India, as to the future Federal Government, lies in the fact
that they are in rail connexion with other wide areas and populous
centres for whose trade they can and do successfully compete. The
extent and importance of this railway connexion are made very
clear in the map which we have caused to be prepared in order to
illustrate the position of ports in Indian States in relation to India’s
railway system. The route from Kathiawar to Delhi is not only
shorter than that from any other port to India’s capital but also
obviates the necessity of change of gauge and transhipments in the
case of goods destined for Rajputana or other places on the metre
gauge system. The areaserved Dy this system is very considerable.

98G. The extent to which the States have availed themselves of
their opportunities to levy and retain sea Custom.s.dutics at thc.ir
own ports, combined with their successful competition for trade in
the interior, has had so great an effect upon the trade of the Kathia-
war ports that we feel it essential to give some account of the customs
rights asserted or admitted in respect of these before proceeding
to describe the circumstances and trade of cach port in detail

287. For 80 ycars or more the Government of India had been
excrcised over the question of reconciling  their .pohcy of free
trade between the States of Kathiawar and DBritish India with
their desire to protect the revenues dgri\fcd from customs
dutics on imports from overscas. Before railways were developed
in Kathiawar the existence of ports in the States did not seriously
affect the fiscal interests of the Government of India, and by a
Notification issued in 1865 that Government declared the various
ports in the territories of Baroda and Bhavnagar to be British
ports for the purpose of certain sectious of the Sea Customs
Act. The effect of this declaration was to put these ports
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in the position of minor ports in British India, so that no duties
were leviable on any trade between them and British Indian ports,
though no drawback was allowable on goods charged with duty etc.,
at British Indian ports and re-exported to the States. The two States
concerned undertook to levy duty on foreign imports at not less than
British-Indian rates, but no other States in Kathiawar were bound
by any such obligation. In 1878 a revised Sea Customs Act was
passed and included a provision for free transhipment of dutiable
goods. The Act gave power to the Governor-General in Council
to prohibit transhipment to any specified ports and in pursuance
of this power a Notification was issued on 7th May, 1879, prohibiting
transhipment to all Kathiawar ports, except Bhavnagar which
had certain privileges by Treaty. Transhipment to non-pro-
hibited areas could always be refused under the new Act at the
discretion of the Collector and this discretion appears to have been
exercised from time to time against Bhavnagar.

History of Viramgam Line from 1905 to 1917.

288. From 1882 to 1894 the general tariff in British India was in
abeyance and the protection of the Government of India’s fiscal
interests was a matter of minor importance. After its reimposition,
the Kathiawar sea-board began to be linked up by rail with the
British Indian railway system and the danger of competition
from the Kathiawar ports engaged the Government of India’s
attention. Discussions with the States ensued as to the methods
of protection to be adopted, and the suggestion by the Government
of India that it should take over the customs administration
of the ports and pay the net revenues to the States was rejected.
Meantime the smuggling of silver (then a dutiable article) from
Muscat into Kathiawar brought matters to a head, and it was
decided to impose a line of customs stations from the Gulf of Cambay
to the Rann of Cutch along the British Indian frontier of the
Kathiawar States. This cordon, which was known as the * Viram-
gam Line,” came into being in January, 1905, and duties at British
Indian rates were charged on all goods crossing it into British India,

289. The Viramgam Line was naturally unpopular with the States,
and, in the very year of its imposition, the Government of India
offered to abolish it on the following conditions :(—

(i) that the Darbars would undertake to levy, at all their
ports, customs duties not lower than those enforced simul-
taneously at ports in British India by the Indian Tariff Act,
1894, and any other Act prescribing imposts on the import
or cxport of merchandise, ¢.g., the Tea Cess Act;

(i) that they would levy duty, at rates not lower than those
for the time being in force in British India, on cotton goods or
other similar excisable articles produced or manufactured

within their territories ;
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(iii) that they would undertake to enforce the tests and
regulations which are enforced at British Indian ports in
accordance with the Indian Merchandise Marks Act and

similar enactments ; _
(iv) that they would absolutely prohibit the importation
at their ports of arms, ammunition and warlike stores, as
well as of any articles in respect of which a prohibition against
import into British India is issued under competent authority ;
(v) that the existing arrangements as regards salt, opium,
spirits and other excisable articles would not be disturbed ;
(vi) that the Darbars would maintain accurate statistics
of the trade passing through their ports and would place these
statistics at the disposal of Government; and
(vii) that they would agree to the periodical inspection,
by a customs officer in the service of Government, of the
accounts and arrangements at their customs houses.

290. The States were unwilling to accept condition (vii) and
the Viramgam line remained in being until 1917. In that year the
Government of India finally gave way on this point, but reiterated the
other six conditions, which represented the extreme limit to which

' they were prepared to go to meet the wishes of the Darbars. If these
conditions were accepted, the States were not only to receive the
privilege of British ports in respect of coasting trade but were to be
allowed to receive the duty on all articles of foreign origin which were
imported into British India from the States by land, and the Govern-
ment of India was not to levy duty on goods which were the produce
of, or were manufactured in, the States, when imported into British
India across the land frontier. It was made clear that this concession
must not be construed as amounting to an abandonment of the
undoubted right of the Government of India to levy duty on all goods
imported into British India, whatever might be the origin of such
goods and by whatever route they might be imported. But while this
prerogative would be upheld, the Governor-General in Council
would be prepared to guarantee that it would not be exercised so
long as the States abided loyally by the terms of the proposed
arrangement. If they did not, and if in any State at any time such
grave maladministration were discovered as to jeopardise imperial
interests, the Government of India would retain the power to take
any measure necessary to protect those interests. The smuggling

" of arms was especially a matter of concern to the Government and

it was hoped that the Darbars would recognise the need of securing
a rigid adherence to condition (iv) of the agreement. It was also
to be clearly understood that if at any time in the future, by the
creation of a port capable of accommodating large vessels or
otherwise, the fiscal interests involved became very important, the
Government of India would reserve the right to reconsider the

position generally.
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291. The above-mentioned terxﬁs w
d te ere acce it1

Sstlaggs f(?:?\e;?tllel(ell,‘ t_h(f)ugh H_1s Highness the Jarrlf ts?a(tlh?byotfh §I e
e o i 5 10 the micnin of e expresion
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e e o e since he was anxious to secu th'o b
development of ourco,n< tions should not * interferc ‘Wm:e' hdt hy
development of ow resources to the extent of their natural W
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sailing vess v oaried by ste: |

of 18%5 irslscrlgsi)r:cr;l olfogl'bay or Karachi. Iglllrth:rmtelrle (Ilzlui'fril O't e
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Development of Kathiawar Trade after abolition of Viramgam lin
e.
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objects of the conference were :—
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1 number and in volume until, by the end of 1924,

increase rapidly i
eing transhipped to Kathiawar from Goa, Colombo

goods were also b
and Aden.

The Mount Abu Conference and reimposition of Viramgam
Line in 1927.

203. In the meantime new factors had arisen. The port of Okha
ir_) Baroda territory had been improved so as to provide accommoda-
tion for large ocean-going vessels and the facilities offered at Bedi
Bandar so extended that, in addition to the transhipment of cargoes
carried by small vessels of the British India and Bombay Steam
Navigation Companies, these ports were being regularly visited by
direct steamers from Java and Lurope. The Government of India
held that, under the arrangements of 1917, it had become necessary
for them to reconsider the whole position. To this end they decided
that a conference should be held at Mount Abu, which the Rulers
of the maritime States in the Western India States Agency were
invited to attend either in person or by plenipotentiaries. The

(1) to find a new arrangement under which the fiscal and
other interests of British India would be reasonably safeguarded
with due regard to all similar interests of the States and without
recourse being had to the re-imposition of a land customs line
between Kathiawar and British India; and

(2) if, unfortunately, no such arrangement could be found, to
consider what measures could be taken to reduce to a minimum
the inconveniences that would be caused to Kathiawar and
British India by the re-imposition of the Viramgam Line,
The whole question of free transhipment was also to be

reviewed, and the representatives of the Government of India
to arrive at a scttlement that would

_were given full powers '
be within the limits of these terms ~of reference if the
representatives of the States were given similar powers.

294. Before the conference was held a memorandum was circulated
to the States concerned as a basis for discussion. The first two
paragraphs of the memorandum Tan as follows i—

“ (1) The Government of India propose that,asan alternative
to the re-imposition of the Land Customs Line, the States
should agree to an arrangement under which the customs
administration of the ports that remain open to foreign traffic,

whether direct or by transhipment, should be handed over to
d responsible to the Govern-

Customs Officers appointed by an : he
ment of India, who will collect customs duties at British Indian
d to central revenues in return

rates, the proceeds being credite s 1
for an assignment to each State (see below), the remaining ports
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being closed to such traffic. The Government of India have
however authorised their representatives to consider modifica-
tions of such an arrangement:

“(2) In arriving at a settlement, it will be borne in mind that
the logical alternative to the re-imposition of the land customs
line is an arrangement that would limit the aggregate of the
States’ shares in the customs collections to the amount leviable
on goods consumed in Kathiawar States. In view, however,
of the opportunities that were given to the States in 1917
and of the extent to which the States have taken advantage
of those opportunities, the Government of India arc unwilling
to insist upon a strict application of the principle stated above.
Their offer to those States that will accept the arrangement
stated in paragraph (1) is a guaranteed annual payment (for
a term of years, at the end of which the arrangements will
be revised) of a figure equal to (1) the highest amount collected
by each State in any year up to and including 1925-26, plus (2)
an allowance where necessary, in consideration of capital
expenditure incurred from 1917 up to date on developments
of their ports and railways serving the ports, plus (3) 10 per cent.
of the total of (1) and (2). These terms are suggested in the
event of States feeling themsclves able to concur without
modification in the arrangement outlined in paragraph (1).
Should States be unable or unwilling so to concur, the terms
suggested would require revision.”

295. During the conference, which assembled in June, 1927, no State
was willing even to discuss the proposal that the customs administra-
tion of ports open to foreign traffic should be handed over to customs
officers appointed by, and responsible to, the Government of India,
in return for a fixed assignment in the form of 4 guaranteed annual
payment. This proposal was regarded as an encroachment on
sovereign rights. It became evident that the States, although
fully conscious that such an arrangement might not be so advan-
tageous to them financially as the proposal in the memorandum,
would be more likely to come to terms on the basis that they should
continue to be responsible for the administration of their own
customs, and that any allocation of customs revenue should not be
a fixed annual payment, but should be dependent on the collections

of each year in such a way that it would appear that actual receipts
were equitably shared.

296. The following four main subjects were put forward at the
conference for discussion :—

(@) uniformity in the rates of customs duties (both import
and export) at the ports of Kathiawar and of British India ;

(6) uniformity in customs administration ;

(¢) police preventive work ; and

() the allocation of customs revenue.
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i ity was based on

rds (a), the case for uniformi ' _
A%QF]I A'; f)(;gathe ((:‘re)neva Statute on the International Regime
frltffaeitime Ports. The importance of the Statute to the_ffore{%n
fc)ra,de éf India was readily recognised and the necessity for uniformity

was not disputed.

i i iform tariff would be
egards (b), it was explained that a unifc :
meza?rlsi'rlé}:sl; gif it (w)ere interpreted dlffer(eir_ltly lntdlffere;};c e};gr;s{
f British Indian customs offic
and that the employment o ustoms officers at
for purposes other than the p

e B al intorests of t of India. Here reference
of the financial interests of the Governmen Jndia. Here refercrice

to the growth of foreign trade and conseq '
Xr?isforrnriciltil oin f0§r important matters, viz.—the lnterprlfta‘(cjl.on
f the tariff, appraisement, the application of the law of Merc grtl_ ise
g/[arks anci the enforcement of prohibitions and restrictions

on import and export.

299. Tt had been found in British Indian ports that unifq;rg;;tz ri)é
admir;istration could only be ma%ntalrllaed by ceocréss‘;?;;c, sggﬁg\{:ion and
i i i herefore be a n cor :
e ane livxglﬂtig Kathiawar States that a similar uniform-

customs agreement wit isfaction of the Government of
ity should be maintained to the satistas After much

foreign trade.
i tate ports where there was n trade. :
(Iir'l‘d Ilitsgito;hi}?ere aI;)peared to be a ge‘nerallmchnztlfél ;oreicclz)er%_
tlllzc necessity for uniformity ofl ad;)mm%zzgogf ?ﬁe o sgh ° P
is an arrangeinent whereby o ndian
Zilssl’?:rilslysz(r)viqcne woulffl be lent to the States (florthi:mslzcl:tg)a]ould
those ports where there was forelgzl ogrz}iil’i;io e L the sorvices
iodi Governmen ¢ :
g? réoigcrigﬁtzictluglggcgrlf with an adequate staff, for inspection and
audit. ' .
ised the importance tothe
ds (c), the States recognised 1! AN Lot
Sel%(za(s)l aﬁ?l f)g?;dsia( )generally of efiiplent ﬁﬁll(}eori?gﬁﬂiﬁ?ri - pand
& in di ication W. C )
which wore in direct o7 easures that might be found
illing to co-operate in any m ¢ etence
they were ﬁhﬁlgis Opurp()pSC. Without reﬂec‘ang;1 pnuttléet ﬁgrrr:gcessﬁy
2: Sttlalsesiir(s)/wn officers, they were not dlspoied to ilrslll)pressed ocesy
. ie t was
i dee and experience. ' That the
fc)lflastpilclflnla{ ILC)i\xelfnegnts of the Government of Ifrfllcégsw;sremight o
States shou(}d employ such pumber o lentho inspection of police
the minimum essential, and should agree to the thp s o the
a earl?égrl::elrllts by an officer appointed under the
IT )

Government of India.

Y son to
301. From the attitude of the States there was no rea

. . . t an
i difficulty in arriving at
would be serlous 2t an
expect ﬂ/lcat nt}tll(ilrse basis. It appeared, howevgr,dthat (;Bengt(;y ations
3vgor1‘1316c{n lf: ea(;ier if these matters were discussed indepen

Agreement of 1917.
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302. With regard to (), the details of a financial settlement were
discussed separately with each State.
Government of India’s representatives at the conference were that
the maximum assignment for each State should be the highest
amount of customs revenue collected in any year up to and including
1925-26, plus an allowance, where necessary, in consideration of
capital expenditure incurred from 1917 up to date on the development
of ports and railways serving the ports. Customs collections above
an amount so fixed should be handed over to the Government of

India.

303. On the ground that a port was a public utility work, and
having regard also to the rate of interest payable on Port Trust
loans in British India, the Government representatives calculated
the allowance on capital expenditure at 6 per cent., the fairness of
which was not disputed. A further allowance for depreciation was
suggested, but not pressed. On this basis, therefore, it was calculated
that the maximum assignment in the case of each State would be :—

Rs. lakhs.

|

‘ Allowance for capital
Highest amount expenditure.
of customs Maximum
State. revenue up to | Total ex- | Ao per-
and including | penditure at missible.
1925-26. from 1917 .
to date. ‘ 6 per cent.
Baroda .. . J 65 3-9 39
Junagadh 8-4 28 1-7 10-1
Mangrol .. 1-35 .. 18
Nawanagar 29-7 70 4.2 33-9
Porbandar | 9-7 97
Morvi .. | 1-8 1-8
Total 51-1 (‘ 163 ‘ 9-8 [ 60-9

304. It was cvident, however, that the permissible maximum
calculated on this basis would not satisfy States like Baroda and
Morvi, whose ports were not developed in 1925-26. The Govern-
ment of India’s representatives obviously could not propose a
flat rate for cach State calculated on the maximum permissible
for Nawanagar. But they endcavoured to make a rough estimate
which would provide for the normal increase of customs revenue

The instructions to the .
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following on the legitimate growth of traffic, with due regard to the
natural capacity of each port. They proposed, therefore, to go up
to the following maximum for each State :(—

Rs. lakhs.

Baroda . . . .. .. .. 20
Junagadh .. .. . . .. .. 12
Mangrol .. - .. .. .. .. 2
Nawanagar. . . .. . .. .. 34
Porbandar .. . .. .. .. .. 10
Morvi . .. .. .. .. .. 6

84

305. A relatively high maximum for Baroda seemed necessary in
view of the extensive and populous territories of the State in other
than its Kathiawar possessions, and of its claim to customs revenue
on goods supplied to its own territories through its own port.

306. All States other than Nawanagar objected to the proposal

-that payments to each State should be stabilised on the basis of

existing customs receipts, at a time when Bedi Bandar had developed
so greatly in advance of other Kathiawar ports. They urged
that it should not be assumed that their natural capacity for develop-
ment was less than that of Bedi Bandar. Whatever figure was,
therefore, fixed for Nawanagar should be extended to all other
States as a maximum up to which they should be permitted to
develop. On the other hand, Nawanagar was unwilling to agree
that the customs revenue of 1926-27 should be left out of account,
arguing that the improvements at the port of Bedi Bandar only
began to take full effect in that year, and that the natural capacity
of the port was, therefore, represented more accurately by the figure

of 1926-27 than by the figures of 1925-26.

307. As the States concerned were unable to agree amongst them-
selves and did not accept the proposals made by the Government of
India, it was decided to re-impose the Viramgam line. ~This was
done with effect from 4th July, 1927, the following special arrange-
ments being made in order to reduce to a minimum hindrance to
local trade and inconvenience to passengers :—

(i) The export tariff has not been extended to the land customs

frontier ;

(ii) all goods produced in Kathiawar are passed free of duty
on the land frontier. A regular system under which State
officers can issue certificates for the purpose of satisfying
customs officers on this point in respect of goods other than
agricultural produce has been introduced, while agricultural

produce is specifically exempted ;
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(iii) bona fide passen
. gers are all ; .
’fci}(lielr personal and housphold eﬂectsc}mido;‘% Jinport with them
of tr%n g;lsgenigr 1s permitted to import free of)(fl’ ind cach bona”
chandise on which the total duty does notuegcjcccllligntit()y
s. 10.

th3i08. Th(; States concerned have acce
th: Ea;nénccu:tx(l)‘i,lse?]oy ‘the z.ldvantage of passing their
minimum of examirr? I}[t-mr without paying duty there nglooqshover
minimum of exami :f 1i)n.. The States have also agrecd( tWIt e
to fhe Government o ndia the duty collected by them ¥ ref'u'nd
beyond the land cus‘corioofdS fen € oaded at the ports foat et
o o ds ‘rontler. Certificates are issued b ; ]1))21853?,’0
to cover consig cert'fsi espatched by rail from their port }t, ?lrb'ngS
indi ,t an Statés o tlh cates form the basis for the rcIc)o ot e
from the States I Xdia eﬂGovernment of India. It is cla‘i,frigdolf) it
ontage of travellore s (;at, as a result of these arrangem ‘Ythe
the Viramgam Line in s o oo ot impuded by the iposition o
o e K'xtl}ll(; 1a manner as to interfere witt t% o]
athiawar ports, and indeed it is g flactet{latutr}id
; 1at the

growth of trade has bee ; ;
B 1 continuous since the re-imposition of the

pted an arrangement by which

Protests of States and reply of Government of Indi
a.

309. In 1927-28 the States of B
R < »arods \ T
T e
The main &rgumontL S(clls{on terminating the Agrccméoz o
loyally by the tm‘m“s ; ucc(d by them were that the }rll dof 1917.
avoided all mzvl )'mc;'() _th,o 1917 Agr“’m(‘r“t that they K’L la' vablded
of India shoul& r;—i ICQS’.‘”N}, th“‘? 1t was unfair that ﬂlc ((\(mf(-‘(dOUSly
in September, 1929 Y?E)J(Z‘C%[ i;[ll(lrctl\il:gmgum line. Orders :‘”((n;::t?g
fication roforre » fajecting these memorials, Subject o
existinl{l; rliigtlr:l:cd“t(())u}l)clh}))“’ thf’ Government of In:{:'z)itt%c t (I) 1 ’guuh-
of goods imported fr(()m (ig?nmntmn“d at the fand {ro;]t(iv;(' tl}d? the
in forcign goods througl aroda (Okha) and Nawanagar, in ospect
the stage blt whic‘l )25, 1r the ports of these tcrritorii’*% }.I:Sllllcc 'trade
It recogniscd, hoxl\u\t(rr,} tlli}{)otr;l(lllt ﬁscul i“.]t(‘rCStS "’;'(‘Y(il(illr\(ft(()llcxlfﬁld
ports of Junagadh, Porbandar, K{(j}‘\};lrf()llclgn 8oods through the
%focrt Edbs?d beyond the stage at which th and Janjira States had not
ceeping a record of trade passine ; :
see wt}‘mi] tl;e limit of fr;;)giltﬂ%bglsllglll?xﬁ(t)' ﬁrltis}l Indi
essential. se < n Lre
t secure reng liltl; ;; ()C]?S((;f all that was required for the pre
having been imported at tthUdS passing through its f1P L:}“«‘nt was
of India accordingly deci © Ports of these States. The GOH o
duty recovered ir ognzftil e)c1ded to refund all the amounts Ofv P
from submitting chimsL:ln under the certificate System : ((1) customs
4 nder that system in future un(igss - Elﬁratliri
) and un

s a, in order to
5t 15 reached, became

¢ institution of arrangements -

British Indian customs union.

e
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the traffic in foreign goods through any of these States so developed
as to reach the stage in which the fiscal interests of British India

were affected to an important extent.

310. In order to avoid any appearance of discrimination against
Baroda and Nawanagar it was stated that a similar refund would
be made to cach of them of an amount equal to the bighest
amount refunded to any of the three Kathiawar States (Junagadh,
Porbandar and Morvi) and, in adjusting future accounts, each of
these States would be allowed a credit (against the debits raised
under the certificate system) equal to the highest amount of duty
foregone in favour of any of the three other named States in the same
year. Itwas further laid down that a maximum limit of Rs. 2 lakhs
would represent the point beyond which the fiscal interests of
Government were held to become “vyery important ' ; that is to
say, as long as the customs duties on goods imported by any State
and crossing the Viramgam Line did not exceed Rs. 2 lakhs per
annum, the State would be allowed to retain the duties ; but once
the limit of Rs. 2 lakhs had been in any year exceeded, this

concession would be withdrawn.

311. Lastly, if any State,on a misunderstanding of the significance
of the arrangement of 1917, and on an expectation of the continuance
of the revenue from customs, had, before 1927, incurred heavy
capital expenditure, the Government of India would consider a
claim from the State for some lump sum contribution towards the
excess capital expenditure. Any such claim would have to be
based upon the actual expenditure incurred, and would only be

admitted in so far as it related to expenditure that had proved
aneconomical as a result of the arrangements made by the Govern-
ment of India in 1927 and the consequent frustration of expectations

which were felt when the expenditure was incurred. Thus both
the return which had already been enjoyed before July, 1927,
and also the return which the States continued and would
continue to enjoy from the expansion of the trade of their ports
within Kathiawar, would have to be taken into account.

The Viramgam Line and Treaty Rights of Bhavnagar.

312. Reference has already been made to the fact that in 1865 the

States of Baroda and Bhavnagar were admitted as members of the

Bhavnagar, however, had already

acquired, in respect of her principal port, rights of such importance

that the State now standson a footing different from that of any other
Kathiawar State. Its case therefore calls for separate exposition.

313. The earliest customs agreement with this State was concluded
in 1860 and is of special interest in that 1t provides that the port
of Bhavnagar should be collected

dues and customs at the port
by the Government of India and that two-fifths of the net customs
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collections should be retained by them. The Government of India
also agreed, in consideration of Bhavnagar abandoning certain
claims to land customs duties, to limit its customs rights there to
“ two-fifths of the net customs hercafter to be collected on trade to
and from other than British ports on the continent of India,” thus

permitting the retention by the State of all customs duties on
coastal trade.

314. The agreement of 1860 w
that customs and port dues
collected by the Darbar inste:
The latter also abandoned its
customs collections on foreig

as revised in 1866, when it was agreed
at Bhavnagar would in future be
d of by the Government of India.
remaining right to two-fifths of the

1S ot n trade in return for the surrender
by the Darbar of its right to compensation (Rs, 2,793) for abolition

of its mint, and of certain other rights valued at Rs, 6,890. In
the agreements, both of 1860 and 1866, “ Government agree to admit
Bhavnagar to the full benefits of 2 Pritish Port, so far as the
Thakore may desire.” Tn 1865 the Bhavnagar ports were notified
as customs ports, and the Bhavnagar Darbar, in their memorandum

submxttgd to us, refer to this arrangement as a ** solemn agrecment
entered into with Government.”

315. After the first establishment of the Vir
the claims of Bhavnagar to be in a position preferential to that of
any other maritime State led to prolonged controversy. In fact the
question had arisen as carly as 1893 The Darbar based their
claims on their right, acquired by the agreements of 1860 and
1866, to “* the full benefits of g British Port.” The Government of
India were of opinion that this assurance “had reference solely
to the tr_ade of Bhavnagar by sca” and “as a matter of legal
construction ” did not preclude the Government of India from
taxing, at its land frontier, goods imported vid Bhavnagar port.
The then Secretgry of State, Lord Morley, was Lowever unable
to agree with this view and ruledq that ““so long as His Highness
fulﬁl‘s his part of the agreement, it is not open 1o Government
to hinder or tax the land trade of Bhavnagar by the establishment
of a customs line.” Thus Bhavnagar PoTt now occupies a position
unique among the ports of Indian States. But thig ruling did not
apply to the minor ports in the State, in regard to which Lord
Morley held that the Government 0 i
a formal agreement in consi
case of Bhavnagar port itsclf

316. Before the question of reimposing the Viramgam line came
under consideration in 1927, the Government of India made a
special reference to the Secretary of State about the minor ports
of Bhavnagar. It was desired, tnter alia, to make jt clear to the
Bhavnagar Darbar at the Aby Conferc

. . nce that the arrangements
made in 1865 regarding the minor ports “ do not, in the ghanged

amgam line in 1904,

_of India was not committed to
deration of value received, as in the

S

" intention of modifying t
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idering the position in regard
i es, prevent us from reconsid ‘
Clrctlilmsséangrts Ia:nd, in the last resort, imposing a customs fbeértraxigé
1:;(éaines:t gIc))ods imported through them. The Secretary o
concurred in this view. . o

317. In the administrative arrangements made in conne(};;o?oxr\ 1;{;
h imposition of the Viramgam line, provision was rr(xia fe for ol
. ec{e irril) orted vid all Bhavnagar ports to be passet ce into
',gBO(i)tizh In%ia but the Government of Irledla (;vzgl mrg?no(;aports to

y ' itself an e

iscrimins Bhavnagar port 1tse , s
dlschlrmtndteI?};3 i\tlzvsee;:llade clear that what was a permanent rxghrtn (f;r)ll;
the Torme vas nothing more than an administrative arrangen :
;he tfloer rltnie‘r The Bhavnagar Darbar did not falilto prorfsfltn ig;grslt
this ¢ i i bjected to the an 1

is discrimina attitude, and objec
this fj}xfscrr lglllenggsrgnt ” 1o distinction will be made bet\iveiri }ﬂ:i cot;gesf
thaf: ng the minor ports of Bhavnagar. They ask?d t rﬁlent e words
P al resent ”’ should be withdrawn. The Gov ern1 nent of Ind
o t1lerle): uested the Agent to the Govemor»Genelra l?e fwgen Lo
th rel%grba% the distinction drawn by Lord Morhez e ot
iy ¢ port and the minor ports and added t z; i l}iave ht
R pt'me be assured that the Government oI India !
ot I he arrangements regarding the minor pf‘r 3

. : ;

] ome unforeseen contingency \.\’thh necess1ta‘;les %1}2 Va;cag% :
arisea” But the memorandum submitted to us by t‘le phavoage
g;lsri)se;r cannot be said explicitly to recognise ttIpS ch? n11:;: ion whi b

inor signi t the present time, mé
ugh of minor significance at tl
tr}ilf(;)algimportance in the not far distant future.

Physieal characteristics and trade of the Kathiawar Ports.

i i tances governing the
i w explained the circums s 8
Son Hax'vllfg orflothe Kzf)thiawar maritime States in yqspec(g };)tfé gxlenl;
e, we pe ss on to make brief reference to the conditions obtaining
portS,C\I?lVe(ﬁa those ports, taken in the order OfCt}f(eg geograp.
;tosfgon from the Gulf of Cambay to the Gulf of Cutch.

BHAVNAGAR.

i tern side lie the
- the Gulf of Cambay on 1ts wes
o (Ii—I il(l)fwﬁ% lIgimvnagar, the capital of the State of that nagli
%:%rt %}r:ﬂf is defined by low-lying banks of alluvial origin an
e

haracterised by a very great range of tide, attaining as much as
c

40 feet at Bhavnagar, which is situated on a creek several miles

he Gulf. The port facilities comprls’e an
fro Ogie?ltwrixtigss é)rf rtnore from the port proper, between V\fﬁﬁ};
anchoragev gsels at the anchorage goods are moved in hghterj1 . V;’x i
and large_t elf can accommodate small coasting steamers which lie
the por 1;eat low tide. There is ample warehouse‘accommoda‘gpn
Ondthgoloréudirect railway communication with the whole of India.
an
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In 1930-31, 59 ocean-going steamers and 3,710 coasting stcamers and

other craft called at the port. The volume of trade and amount

realised in customs duties at all Bhavnagar ports is as shown below:—
Value of Value of dg:;f;g’g;
Iuports. Lxports, Im ]ﬁé Vs

(Rs. lakhs).

1926-27 .. .. 240-36 201-61 9-18
1927-28 .. .. 300-83 388-86 19-32
1928-29 .. . 349-55 299-39 28-56
1929-30 .. .. 216-47 200-40 39-39
193031 .. . 239-99 147-61 51-05

In 1930-31 the value of sugar imports was Rs.35-27 lakhs.

JAFARABAD.

820. Janjira State, situated on the scaboard south of Bombay,
possesses a small area of territory in Kathiawar, centred upon the
town and port of Jafarabad. It is a beach port without any facilities
for ocean-going traffic, and steamers calling there anchor in open

roadstead. But it maintains a coastwise food-stuff trade of consider- h

able importance, carried, as for centuries past, in dhows.  The port
is closed during the monsoon, when the dhows registered there take

refuge in a convenient creek.
321. The value of trade and of the customs duties, which are
levied upon foreign trade only, is :—

Value of Value of Customs
of Imports. of Lxporis. Duties.
1930-31 .. Rs. 6,25803 Rs. 7,03,829  Rs. 45,947
VERAWAL.

322. The port of Verawal in Junagadh consists of a good roadstead
anchorage, with two masonry piers built out at right angles to the
shore, the larger, on the western side of the port, being a substantial
structure carrying a railway track and crane, and admitting of small
craft coming alongside to the landing stage at all states of the tide.
The harbour equipment comprises, in addition to the structural
work on the piers, good warchouses, a small dredger, a crane,
launches, ctc., anda scheme is on foot for completing a small harbour
for lighters, etc., which would cost some Rs. 40 lakhs, in addition
to the Rs. 40 lakhs alrcady spent on existing facilitics. The port
has direct connection with the Junagadh State Railway and, although
goods are at present landed from occan-going steamers in the road-
stead by lighters, there are no special difficulties in dealing with
commodities of ordinary size, thesc being manhandled across the

-
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beach to the railway at moderate charges. The port is closed during
the monsoén. During the last two years there have been about 32
ocean-going and about 162 coasting steamers calling in each year.
The import traffic consists chiefly of sugar, rice, cotton seed and
miscellaneous manufactured goods, while the export traffic is
principally of cotton, ground nuts, bananas, onions, and other

agricultural produce.
323. Below is given a statement of the value of Verawal’s foreign

trade and of the foreign customs collected thereon.

Value of . Value of  Customs Value of

Foreign Sugar Duties on Foreign
Imports.  Imports.  Imports. Exports.
(Rs. lakhs)
1926-27 .. 27-47 11-16 5-62 1-07
1927-28 .. 23-09 7-19 5-01 3-08
1928-29 .. 28-02 14-06 8-66 30-02
1929-30 .. 25-56 10-75 9-93 22-24

1930-31 .. 28-92 12-11 13-71 16-39

324. The marked increase in the value of exports in the years
-1928-31 is due to heavy shipments overseas of ground nuts and
ground nut seeds. A great part of the export traffic leaves by
coasting steamer and is transhipped at Bombay or Karachi. As
regards exports, since the only duty realised is a local State
duty, it is not necessary to give customs figures. It will be seen,
therefore, that the import duties now being realised have for the
last three years averaged about Rs. 10 lakhs per annum, but here
the progressive increase must be attributed largely to the increased
consumption of sugar and the higher duty on it. Any traffic from
Junagadh State ports to British India which crosses the Viramgam
Line is, under existing arrangements, liable to be debited with British
India duty to the extent and under the conditions which we have
detailed above. The volume of such through traffic is, however,
comparatively small, the amount of duty thereon for the year

1930-31 being Rs. 1-9 lakhs.

MANGROL.

325. The port of the very ancient city bearing the same name,
which is said to be identical with the Monoglossum of Ptolemy,
consists of an open roadstead with one masonry pier, against which
small craft can lie at all states of the tide, but there is no railway con-
nexion and the warehouse accommodation and other port facilities
are on a meagre scale. The port cannot be used during monsoon
months. The inward traffic consists chiefly of sugar, rice, and miscel-
laneous manufactured articles, and the outward traffic of agricultural
produce, which moves principally to Karachi and the Persian Gulf.
There is a bi-weekly service of coasting steamers and, in addition,

(11544) E
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12 foreign-going vessels called in 1930-31. We were informed that
about Rs. 1-65 Jakhs had been spent on harbour facilitics up to the
present, and that the customs realised on imports during the last

five years had been :~—

Rs.
1926-27 .. .. .. .. .. 24,283
1927-28 .. .. .. .. .. 31,546
192829 .. .. .. .. .. 33,879
1929-30 .. .. .. .. .. 52,119
1930-31 .. .. .. .. .. 1,18,465

Here sugar is again the most important item, having provided,
in the year 1930-31, Rs. 1,08,192, or all but Rs. 10,000 of the total
amount realiscd.

326. If any of Mangrol’s traffic passes over the Viramgam Line,
which is very doubtful, its customs valuc is far below the maximum
limit of Rs. 2 lakhs. In any casc it would, failing a contrary ruling,
be included in the total for Junagadh, to which State Mangrol is
politically subordinate.

PORBANDAR.

327. The harbour of Porbandar is an open roadstcad but with
coral rcefs protecting the inner harbour, which consists of a tidal
creek capable of recciving all small craft and well provided with
warehouse accommodation and railway connections. A dredger is
employed, of the rock-breaking type, and there should be no difficulty
in making a good cntrance to the inner harbour, though it seems
extremely unlikely that large ships would ever be able to take
advantagce of these facilitics. In 1930-31, 304 steamcrs called at
the port and a large number of dhows are registered here. There is
a considerable traffic, which includes passenger traffic, with Fast
Africa ; the imports comprise sugar, rice, dates, grain, cotton sced,
timber and oil, and the exports, cement, stone, cotton, fruit and
agricultural produce. The harbour is closed during the monsoon.

The value of the trade is as shown below '(—

Imports. Exporis. Customs dulies

on tmports.
(Rs. lakhs.)
1926-27 .. .. .. 86-35 816 3-64
1927-28 .. - .. 80-51 77-73 4-49
1928-29 .. o .. 96-51 85-71 4-42
1929-30 .. . .. 84-05 5592 5-58
1930-31 .. .. .. 7861 48-42 5-06

328. The amount of customs duty on goods imported at Porbandar
and passing through the Viramgam Line has not yet approached
the maximum limit, so that the whole of these duties are retained

by the State.
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OKHA.

329. Port Okha, situated in a detached portion of Baroda State far
distant from the Gaekwar’s main territories, is wholly dissimilar
from all other Kathiawar ports. It is not, like them, an evolution,
from beginnings lost in antiquity, of the food-stuff trade which
they still conduct. It is an entirely modern conception, begun
and completed with great enterprise, for the express purpose of
dealing with ocean-going traffic in commodities unconnected with
the trifling requirements of the scanty population of Okhamandal.
It lies in a strategic position at the extreme north-west point of the
Kathiawar peninsula, readily accessible to all stcamers trading
along that coast. The harbour scheme has been well designed ;
there is an excellent ferro-concrete jetty, served by railway lines
and cranes, alongside which two large vessels can lie at all states of the
tide, and there are also swinging moorings for other vessels in a
protected position. The harbour is well lighted ; the warehouse
accommodation and railway connection are all excellent; and the
lay-out of the administrative buildings and residential quarters is
well conceived and executed. The port is available, even to large
ships, at all states of the tide and at all seasons of the year. The
disadvantages are that the approach channel from the sea is cir-
~cuitous and not devoid of risk, and that Okha is far removed from
the large centres of population, being 231 miles from Wadhwan
Junction, through which railway centre its traffic must pass. In
1930-31, 34 ocean-going steamers and 214 coasting steamers visited
the port. The total capital expenditure, up to 31st July 1931, has
been Rs. 38-93 lakhs. From the administrative standpoint also
there is small room for criticism, the accounts being well designed
and well kept and the annual Administration Report an excellent
and informative document. Ultimately it is hoped by the State
authorities that this port will be financially self-supporting and this
goal is kept in mind.

'330. The following are the figures of imports and exports and

customs duties realised.
Customs

Value of Value of '
Imports. Exports. ?%;e;r;sn

(Rs. lakhs.)
1926-27 - ..o 2979 -008 5-93
1927-28 .. .. 7502 18-29 9-93
1928-29 .. .. 93-94 29-23 11-77
1929-30 Ve .. 92-64 11-84 12-8
1930-31 .. .. 60-25 12-12 14-65

331. The principal items of import are china clay, dyes, textile
machinery, iron and steel, railway plant, motor cars, starch and
sugar; of export, seeds and cotton. Sugar is responsible for more
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than one-third of the total customs duties realised. The proportion
of Okha trade passing the Viramgam Linc is high,having averaged
Rs. 10 lakhs for the two years 1929-30 and 1930-31.

Bebi.

332. The principal port in the State of Nawanagar is Bedi Bundar,
situated a few miles from the city of Jamnagar, at the head of a
tidal creek some eight miles long, near the mouth of which is the
roadstead called Rozi, in which occan-going vessels lie at anchor.
For steamers of any size Bedi offers no port facilities in the gencrally
accepted sense of the term. Such vessels do, and always must,
cast anchor miles from Bedi itself in the uncertain waters of the
Guif of Cutch—uncertain because of siltation and the constantly
shifting mud banks.

333. The tidal creek connecting the Gulf with Bedi contains but
little water at low tide, and no dredging could compete with the
siltation to which the creek is subject. What has been done by
the enterprise of the present Ruler, assisted by competent advisers,
is to construct at the head of the creek a spacious basin equipped
with excellent warchousing accommodation and railway connexions,

offering facilities to merchants for the effective conduct of extensive

trade. Goods are transhipped between this basin and steamers
lying in the Gulf by means of lighters of modern type, which are
towed up and down the creek by well-equipped tugs, as the state
of the tide permits. These lighters and tugs are so constructed
as to lie without damage or inconvenience on the bottom of the
basin when the tide runs out. The total capital expenditure on
Bedi Bandar and the beach port of Rozi up to May, 1931, has
amounted to Rs. 113-06 lakhs. The port is open at all scasons of
the year.

334. In 1930-31 there were 697 vessels calling at the port, in-
cluding coasting vessels. The consistent encouragement of the
Ruler, and the number and importance of the merchant class
in Jamnagar with their trade connections at other places in
Kathiawar and beyond, have all assisted in developing a very large
and important traffic. The figures are as given below :—

Value of Value of Customs

Imports.  Exports. d?f;‘;foi:;_
(Rs. lakhs.)
1926-27 . . 244-2 36-69 ‘789
1927-28 .. .. 215-2 69-5 58-1
1928-29 . .- 256-9 1432 79-3
1929-30 . . 278-6 - 994 98-1
1930-31 . . 2417 71-3 - 1558
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335. Out of the customs duties realised, the amounts debited at
Viramgam and subsequently refunded have been Rs. 34-42 lakhs
in 1927-28, Rs. 62-22 Jakhs in 1928-29, Rs. 75-15 lakhs in 1929-30
(of which Rs. 71 -63lakhs is on account of sugar) and Rs. 111-81 lakhs
in 1930-31 (of which Rs. 110-10 lakhs is on account of sugar). No
merchandise is handled at Rozi. Its landing stage, connected by
road and rail to Jamnagar, is used exclusively for mails and passenger
traffic to and from Cutch.

NAVLAKHI.

336. The principal port of the State of Morvi is Navlakhi, which
is curiously situated on a spit of land in a tidal creek within the
Little Gulf of Cutch. The lay-out of this port is somewhat cramped,
and large vessels can only come within a mile or so of the port
when the tide is suitable, after negotiating mud banks at the entry
to the Little Gulf. However, as the port is not exposed, it can be
kept open throughout the year. There is fairly extensive warehouse
accommodation and direct railway connexion with Morvi City,
and crane facilities are being provided, while there is no lack of
tugs and lighters to handle cargo from ocean-going steamers. Some
Rs. 25 lakhs have already been spent in developing the port and
about Rs. 9 lakhs more are now being expended. In 1930-31 there
was a total of 45 vessels calling at the port. The value of the trade
and the customs duties realised is as given below :—

Customs
Value of  Valueof 5 ...c 0

Imports.  Exports.

Imports.
(Rs. Lakhs.)
1926-27 .. .. .. 8-85 7-34 1-49
1927-28 .. .. L 12:72 9-01 1-40
1928-29 .. .. .. 2591 20-52 2-41
*1929-30 .. .. 12234 19-54 1-85
1930-31 .. .. .. 43-34 13-03 463

Of the total customs collected, the amount registered at Viramgam
was Rs.-33 lakhs in the year 1930-31, out of which total sugar was
responsible for Rs.:21 lakhs. -

Extent of immunity from contribution to central revenues, 1930-31.

337. We have now dealt with all the principal ports of Kathiawar,
but our list by no means embraces all places on that long coast-line
at which sea-borne goods are landed and shipped. In the trade and
customs figures given, we have, however, included under the
principal port of each State the figures for the minor landing places
within that State, so far as information was available to us.

{11544) E3
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338. The follewing table gives a summ e £
for those States which are subject to i]?éoérgée fI{{lJ;g:g (1930-31)
the re-establishment of the Viramgam Line . 5108 out of

Val
I?' ogeifng Value of Customs  Amount
Imports, Laports. df;:;es ’ ‘;” retained
. (Rs. Lakhts),j)oy S by State.
Jamjira .. .. 6-25 703
(Jafarabad) 45 45
Junagadh .. 28-92 16-39
13.
Mangrol .. .. not available ‘13'17;) 1513~71
Okha .. .. 6025 12-12 18
(Barcda) 14-65 3-80
Porbardar .. 7861 48-49
Nawa'nagar .. 241-70 71-30 152 gg 5-06
Morvi .. .. 4324 13-03 1.63 4;122

It is the figures given in the las .
Viramgam Line is mailltailled, are tllo;Settg Oélel T: Wwhich, while the
the extent of the immunity which the States W?&:dered as defining
Bhavnagar, enjoyed in 1930-31 from contribu‘t’i()nt the exception of
Mangrol is not grouped with Junagadh, for thoCcntral fevenues.
customs collections at Mangrol port are I,lot re f reason that the
State. It will be noticed that the ViramgamCtl\;ed by Junagadh
come into application in the cases of Nawanagar rfﬁdug(;rszsteml has
« oda on y.

339. As has already been shown, the cust
ma@ag{ar are entirely retained by that SmtcomT} -
in 1930-31 to Rs. 5105 lakhs, and it is that sum W"hichmuy amounted
value, for that year at any rate, of Bhavnagar’s ¢  represents the
as well as the extent of its immunity from _ CXisting rights ”,
customs revenue, contribution to central

s collections at

340. Including Bhavnagar'simports: \
;ic Rs. 387.60 lakhs, and inclucli)ingsal:de;?iprr(l)zrttz,(\:;Lllliul 1 1930-31
Stz::}zgrol, the .total(valtuo of foreign trade passing thr. s. 8 vla‘kl_ls for
es ports in 1930-31 was about Rs. 1020 lakh ough Kathiawar
I\‘Tawanftgar between them accounting for peqr] S, Bhavnagar and
i{lC total.  But, considerable though the trade y f7(.) per cent. of
States ports is, the figurcs given for 1930-3] o) of the Kathiawar
cent. of the foreign trade of all India in the l.gnrgprcscnt 2-94 per
same year,

341. The whole customs revenu :
B)havnagar) for 1930-31 was lgsf)f?fz}fg.légt?ligar
I\§. 122-65 _lakhs were recovered for cent;1 1 > Of this total
X)léarsnt%im Llfnc ﬁpi Rs. 123-88 lakhg remairg:cdr(i)r\llenu?s at the
B o es, of whic a‘bout 41 per cent. represent dPOssessxon of
gar and about 36 per cent. the portion retainedeb t§e share of
Y Nawanagar.

ports (including
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The Viramgam Line and future customs arrangements in Kathiawazr,

342. We have stated the extent of the States’ immunity in 1930--31
from contribution to central revenue with the Viramgﬁm Line in
The States affected have without exception entered
tests against its reimposition. They do not suggest that
f a customs barrier between themselves and British

Operation.
strong pro

the imposition of a custor I
Indian territory 1s 1n itself irregular—indeed the indisputable
sovereign rights of the Government of India would forbid any such

suggestion—but they hold that its reimposition is in contravention

of the Agrecment of 1917.

343. We have referred to the appeal which His Highness the Jam
Sahib has lodged with the Secretary of State; but it is necessary
for us to consider, apart from this case, what the value of the customs
rights of thesc States is likely to be in different contingencies. If as
the result of the appeal the orders passed by the Government of India
in 1927 are upheld, it is understood that the Agreement of 1917
Japses as & whole, and that the Kathiawar maritime States are
released from their undertaking to levy customs duties at their

orts at rates not less than those for the time being fixed for British
Indian ports. So long as the States decline to accept the re-
imposition of the Viramgam Llne as final, they regard the Agreement
of 1917 as still in force and will not take advantage of any remission
strictions by which they now hold themselves to be bound.
Viramgam Line is finally established, the incentive to a
tariff war for the trade of Kathiawar between the port-owning States
will be very strong and they will be at full liberty to engage upon it.
The representatives of one State informed us of their intention to
attract import trade by cutting their tariff as soon as the restrictions
imposed by the Agreement of 1917 could be regarded as null and void,
and it only requires one State to initiate such a policy for all to follow
cuit. Already there are sufficient complications in Kathiawar
arising from tl}e divided ownership o_f ' the railways which, within
préscribed limits, enable§ some maritime States to offer better
terms to import trade than others. If to this a tariff war is
added, any figures we ml'ght give as an estimation of customs
of the immunity from contribution to central customs

rights, and
revenue could have no value.

344. Kathiawar does not however consist only of the maritime
s we have mentioned, but includes also the inland States
angadhra, Dhrol, Gondal, Limbdi, Palitana, Rajkot, Wan-
Wadhwan and many other States with a total population
of 1,439,000, as compared \Vlth the 1,695,_0()0 population of the States
on the sea-coast. As the Viramgam Line is on the inland side of
the Kathiawar .States taken as a whole, or in other words, along
the British Indian frontier, the ports of Kathiawar have full and
free access to the npn-marltlme St_ates above mentioned as well
as to their own territory. The duties which are ultimately borne
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by the population of the non-maritime States thus pass into, and
are retained in, the coffers of the maritime States. The effect of
this is that the inland States, drawing, as they naturally do, their
overseas imports from the nearest ports, are disabled under existing
arrangements from makmg any contribution to central customs
revenue, an invidious position for them to be compelled to occup
and one which, on the principles explained in our concluding Chapter,
involves a debit being raised against them as possessing a full
immunity in this respect. :

345. If we cannot assume the retention of the Vi
Federation and have no means of knowing whether such an
accommodation will be reached as will enable the line to be removed,
we are confronted with the necessity of considering the effect of
its advancement to the inland borders of the maritime States, thus
enabling the inland States to make their full contribution to the
central customs revenue. We are aware that this coyld only be
accomplished with the consent and CO.-Operatio.n of such inland States
as might be concerned (though their entry into Federation would
imply such consent and co-operation), and we
our dislike equally of the retention of the Viramgam Line ag now
established and of its erection elsewhere under any other name,
But, to give some idea as to what amount of customs duties would
be retained by the maritime States.on the basis of 1930-31 figures
under each of the three alternatives, we append the following
table :—

ramgam Line under

desire to emphasize

Maint Establishment of
amntenance .. Customs baryie
of Viramgam Aéb.ohtwn of etween M ari—r
Line as now 22clmgam time and
existing. tne. Inland States.
(Rs. lakhs.)
Bhavnagar .. .. 51-05 51-05 51-05
Janjira (Jafarabad) -45 -45 - .37
Junagadh .. ..o 1371 13-71 1671
Mangrol .. . l ‘ 18 1 . 18 '75
Porbandar .. .. 5086 5-06 3-55
Baroda (Okha) .. 380 14-65 5-39
Nawanagar .. .. 44-00 155-80 12-57
Morvi . .. 4-63 4-63 3-46
Totals .. .. 123-88 246-53 93-85

The last column is calculated on the assumption that imported
goods for use within a State are all irpported through that State’s
own ports and that sea customs duties in respect thereof are retained
on the basis of the population of that State alone. In the case of
Baroda the calculation is made on the basis of that State’s Kathiawar
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i . Bhavnagar’s privileged position renders tha;t
°Sses.sloxlrllsun(::ngom the effect of customs barriers. If B_havnagar S
e of customs duties was based upon the population of that
gitilétl?l?e sum which it would retain on the basis of 1930-31 figures
a’ ’

would be Rs. 15-33 lakhs.

(8) Other Maritime States.

completed our survey of the two main groups

346. Wgt};?;epr;gg——thepgroup in South India and the Kathlawz?.r

of Indlaznd pass to the ports of maritime States not included in
grou

either of these groups.

CAMBAY.

Gulf of Cambay lie the State and port of
347. A th:nléiﬁegf g;’e the Gujerat te}lf’ritories of British India.
that namwe, ars the port of Cambay was reckoned as one of the chief
In bygonelyiiia but the inexorable processes of siltation have
ports Of't g reéent-day importance to very small proportions, and
red'uced . pactically inaccessible to shipping other than country
it 1s nowhpr resent Nawab and his advisers are anxious to retrieve
craft. The ;:Fncient glories of the port, but such a policy would clearly
some of the expenditure with no very adequate prospect of success.
entail heavy reement concluded in 1885 the then Nawab agreed to
Under 80 2113gitish-IndiaLn customs tariff and rules of administration,
adopt the rit a full measure of inspection. Under an older 'treaty
and to Pernéia Company had acquired a nominal half share in the
the East Ind customs of Cambay, which had previously belonged to
sea and lan The agreement of 1885 contained a clause by which
the P e.shv;la'mdian share in the sea customs was commuted for an
the Brtt ent of Rs. 200, but a supplementary declaration waived
a}%nuqlglll)?}i’rllnconsideration of the conclusion of the main agreement.
this 11

i n arrangement arrived at in 1865 the port of

348. By Vltr}tlgfl gitaiLﬁed as agcustoms port for purposes of the levy

Cambay Wa‘Sduty and the conduct of coastal trade. The result of

of Cu.StomSt no duties are levied on any trade between British

this s tﬁs and Cambay, but that no drawback is allowed on goods
0

India ports ty at a British Indian port and re-exported to
chaf%ec; wlgegutr}g’mshipment at British Indian ports of foreign
Cambay.

i mbay is not allowed. There is no dis-
cargoes ¢ OnSIgI;eigsttoC:?r?lbay yin this. The law makes the grant
crimination agto tranship goods discretionary, no matter whet}_ler
of permlsslog consigned to a foreign or to a customs port. Tranship-
the goods a’Ic‘ia.ble goods to any customs port on the Bombay coast
ment of d‘f{ thiawar (except Bombay itself) is not ;allowed, and
south of 2]L3ritish than State ports are affected by this prol_)1h1t19n.
m}::,'nylg?lgganding practice, which was confirmed by a Notification
This
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of the Government of India issued in 1927, is justified on two
grounds, firstly, the administrative difficulty in equipping all these
minor ports with a staff competent to deal with the whole of a com-
plicated tariff and not merely the special classes of goods that are
normally imported direct, and secondly, the risk of smuggling which
arises from the fact that the bulk of the traffic is, and in many cases
must be, carried coastwise by country craft. The customg collections
at the port of Cambay now average about Rs. 9,000 per annum
which sum represents the extent of the State’s immunity frorr;
contribution to central customs revenue,

JANJIRA.

349. The State of Janjira, on the sea-board sout
possesses in Kathiawar o small arca of territory at ]
has already been described in para. 320, The parent State is encircled
by British Indian territory and has no rail connexjong with that
territory. Its port trade is wholly local. By an agreement concluded
in 1884 the Nawab agreed to adopt the British Indjay tariff and
customs system at his ports and to assimilate port dues to the scale
in force at neighbouring British ports. He also agreed to give full
facilities for the inspection of his customs houseg by the Politica]
Agent, and to abolish land customs and transit dyties. In return
for these concessions the land customs cordon hitherto maintained
against the State was remoygd, no duty was required to be charged
on articles imported at Janjira ports for the use of the Nawab and
his family, and the Government of India undertook to pay annual]
to the Nawab a sum of Rs. 13,000.  This compensation was not onlg
in respect of the customs arrangements referred to above, but also
in respect of an undertaking to prevent all contraband trade and
smuggling of salt, opium and liquor, and to suppress salt manufacture
and the import of untaxedvsalt. The customs collections at the
Janjira ports have averaged about Rs. 20,000 per annum durin
the last five ycars, and this sum represents the extent of the State’s
immunity from contribution to central customs revenue, i

h of Bombay,
afarabad, which

SAVANTWADI,

350. This State has a considerable land frontier wity, Portuguese
Goa and, though it has no sea frontage, is a maritime State in a
limited sense, in that it has access to the sea by the creek of Terckhol
By an Agreement concluded in 1838 the Ruler renounced all
~ claim to the sea and land customs which he hagd hitherto levied
and made over to the East India Company’s Government the ri ht,
of establishing customs posts on his frontier as wel] ag at the ortg of
Banda on the creek of Terekhol. In return the COmpany agtPee d to
pay him (a) compensation for loss of customs revenue, based on
the average of the collections of the preceding three ‘ears, and
(b) Rs. 500 in respect of customs duties }evied on goods imp'o rted
vid Goa for his own use. The compensation Payable under (@) was
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of which Rs. 1,700 appears to be on account
ﬁfx et(}ileagblﬁi'tilc?r’;}?)?, land customs. The average customs revenue
. llected by the Government of India during the last five years
o ec'rtue of its rights in Savantwadiis Rs. 19,277, of which OI}IY
o vi Rs. 1,300 relates to the Savantwadi port of Aronda (which
abO‘;) n substituted for Banda owing to the silting up of the creek),
has bee ainder being collected on the Goa frontier. The Stat_e's
the i respect of sea customs are defined by the'compensation
rights H‘i of pRs 13,433, less the Rs. 1,700 allotted for abolition
payme(rll customs; and this figure also represents the extent of its
?rfnlnalrllnity from contribution to central customs revenue.

CuTcH.

. ate of Cutch, with its extensive sea-board, has
351'bThgflsbggartlcdhSl:fmtding—places for the service of local needs, but
e nly two ports calling for mention, namely, Mandvi and
there are %\/Ia}rlldvi consists of an open roadstead with a small masonry
'Kandla. he west side and a tidal creek or river bed on the east, pro-
jetty onbt royne. The lay-out of these structures has been
tected ytezlL tglesigned, and the port suffers from large accumulations
unforts 'tgwest side and a tendency to siltation on the east, No
of sand Ofcl }acilities are provided, nor is there much in the way of
importan ccommodation, and there are no railway connexions.
warehouse Bee & i 1930-31 261 vessels called, is closed during
The po anths Kandla, which is situated far up the Gulf of
e nzll(I)l alt'ogether more ambitious project. It comprises a
Cutch, 'llS ferro-concrete pier with good approach and ample water
well- built eof the tide ; direct railway service on to the pier, with
at all statcst to be provided ; railway connexion with Bhuj, the
cranes abo/?he State ; more than sufficient warehousing accommo-
Cap,ltal fOf the present amount of trade, with room for development ;

dagoirtl i: rprotected from monsoon weather.
“ 9. The value of the trade now handled at Mandvi is shown below,
35 Here are no figures to give for Kandlg, which deals w1th very
{)'?ttlet trade at present, though if, as desired by the State, it were

i

a nu

ected by rail with the mainland of India, the position would
conn . _
dOUbtlgSS be very different Total sea
' Value of Value of cz}ii)o;:zs
Imports. Exports. Imports
and Exports.
(Rs. lakhs.)
. .. 65-21 1-57 4-17
192627 S/ By 1-91 3-90
192725 6652 179 4-50
lggg:go . .. 74-3 1-43 4-54
}930—-31 - .. 647 1-07 4-08
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Including the trade of the beach ports ref
amount of Cutch customs over theplast fewelgfr:grst(;;l;hebaverage
at Rs. 8 lakhs per annum. At Cutch ports sugar is not y t;" taken
large import, the value at Mandvi being Rs. 7-91 oyt of 6: ;el ativel
the year 1930-31. "7 lakhs in

353. The State of Cutch has always pref i
mercial isolation from the rest of In}(lliapan(;r}it(s1 fl?tfg;ltam - om-
ixlll ma}in.taining that position. It has therefore o acceeded
though it has the right to, and does, lev ,
which differs from that of British India and};:(iaﬁ tcliztr(g: Seo? a tariff
As stated, the revenue collected in this way has averg eI()i 51» unique,
last five years about Rs. 8 lakhs, which constitute§ r t}lll ting the
than 25 per cent. of the totalrevenue of the State. On the :sss;;tl?ors

that the State of Cutch becomes a federating unit these Rs. 8 lakhs
» thes . s,

or such medification of that figure as the applicati o
Indian sea customs tariff would effect, reprgs% ntattll(l)en ;)Ii (t)lllle tB:ltlSh
taken into consideration for federal purposes. The polic ofins ] o be
hitherto consistently adopted by Cutch has left the Go}\]/ern olation
India no alternative but to treat the State, for customs ur m‘en‘t of
a foreign country. The State claims that thijs treatmenlt) 1poses, as
tion of Article 15 of the Cutch Treaty of 1819 which By 1§dc1
*“ the Cutch ports shall be open to all Britig), vessels in IFk,OVI, e
British ports shall be free to all vessels of Cutch, in ordc manner ag
most friendly intercourse may be carried op bet’Ween tler that the
ments.” It appears, however, that thig article h he
in respect of the imposition of customs duties,

354. The Cutch State is now conte i
of its traditional policy of isolation, and I(Illé)s]i?telsngoalril ibandonment
of Kandla with the metre gauge railway system c;f Indin tu%) th.e port
on the Jodhpur State Railway, on the mainland sj( flﬂf iamwara,
of Cutch. The possible effect on the customs . e the Rann
Government of India or the Federa] Government efv ?[I;IUCS of the
ment of any such new line of communicatijon beto ¢ establish-
and the sca is a serious political and administrat; }Veen R
it is not within our province to discyss, V¢ proble

viola-
s that

Govern-
as no relevance

SACHIN,

355. Sachin (area 49 square miles, populatio
Is situated on the Gujerat coast near Surat "
sea-borne trade and there is consequently ng .colle ti
but our list of maritime States would be j o
mentioning this small State,

about  20,000)
48 no port or
on of customs,
ncomplete without

Special claims of Baroda.

356. The territories of the Gaekwar consist of §
separated from one another by considerable dist
the divisions of Navsari, Baroda and Kadj are in

ve different areas,
ances. QOf these,
Gujerat angd those

133

of Amreli and Okhamandal in Kathiawar. Baroda is a maritime
State in Gujerat in respect of Navsari, and, in Kathiawar, in respect
of both districtsin that peninsula. The * ascertained existing rights ’
of the State, so far as they are concerned with Port Okha, have already
been dealt with above, and inasmuch as Baroda’s rights in Gujerat
are not ““ ascertained,”” its claims in respect of them being now before
the Government of India and therefore sub judice, they do not fall
within our Terms of Reference. Our record of the miaritime States
would nevertheless be incomplete without an account of the Baroda

case.
357. The Baroda Government claims that its rights and liabilities

' in respect of ports and customs in Kathiawar are defined by a Treaty

of 1817 with the East India Company and by an engagement of 1865
with the Government of India. By the former, mutual freedom of
commerce, navigation and transit was established, while under the
Jatter Baroda claims to be a member of a Customs Union with British
India and to be entitled to develop its ports and to retain all the
customs revenue collected at them. The State therefore held that the
Kathiawar arrangement of‘1917 §11.d not affect 1ts own status and, in
protesting against the reimposition of the Viramgam Line, its
grounds of protest were dissimilar from those of the other maritime

States of Kathiawar.

358. Important though the existence of the Viramgam Line is to
all Kathiawar maritime States, it is of prime importance to Baroda.
Okhamandal is an arid, al'most desert, tract, which, except for the
small and ancient walled city of Dwarka, not so long since dissnaded
ms from offering shelter to a vigorous community of

Y orts practically no population other than that which
ﬁ;rs i;qr’uﬁgpfp abogt the modgrn port and adjoining salt works. The
imports of Okha go to the Gujerat possessions of the Gaekwar, and in
doing so they must pass, and pay duty at, the Vlram_gam Line. Okha
enjoys freedom to retain customs duties on such of its imports as are
consumed in Kathiawar, but we think that the Baroda Government
would prefer to surrender this privilege and to withdraw any
claim to retain customs duties on goods intended for British India,
in return for the right to retain the duties on imports into the Gujerat

by force of ar

territories of the State.

359, The Gaekwar of Baroda, while independent and an ally in
respect of certain territories, was in fief to the Peshwa in respect of
others, both in Kathiawar and Gujerat, and in 1861 the Secretary of
State gave a decision that the Government of India, as the inheritor
of the Peshwa’s suzerainty, had the right to forbid the opening of

orts on the Gujerat sea-board of Barpda State. The Baroda
I()}overnment has protested that the suzerainty of the Peshwa did not
include this right, and claims to be able to prove its contention from
new evidence which has recently come to light. At the present time
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the State is forbidden to open ports on its Gujerat coast, and if this
prohibition was withdrawn it would even then—failing admission of
its claims under the Agreement of 1865 with consequent inability to
demand the transit of its goods in bond-—be unable to secure
immunity from the incidence of British Indian customs duties for
its inland district of Kadi, or even to serve the districts of Baroda and
Navsari by one and the same port, since these two districts are
separated by an intervening portion of British Indian territory.

360. Under the partition of Gujerat made between the Gaekwar
and the Peshwa in 1752, the customs revenues of the ports of Navsari
and Billimora, situated on the Gujerat sea-board of the Navsari
Division of Baroda State, were allotted to the Peshwa, who trans-
ferred them to the British Government in 1802 by the Treaty of
Bassein. A peculiar position has thus arisen, for the Government of
India are in possession, not only of customs administration, but of
the customs revenue also, at these two ports in Baroda State, The
rights of the case are not disputed, but the not unnatural result is
that Baroda takes but small interest in the trade of these ports, as is
demonstrated by the fact that the average customs collections at
Billimora and Navsari for the last 5 years have been Rs. 7,380 and

Rs. 914 respectively.

(4) Inland States entitled to or claiming an interest in sea customs.

HYDERABAD,

361. The great State of Hyderabad is not a maritime State, but
it is necessary to refer to it in this Chapter by reason of the claims
which the Nizam’s Government bases on certain articles of the
Hyderabad Commercial Treaty of 1802,

Articles 1 and 3 of the Treaty are as follows :—

‘“ As the testimony of the firm friendship, union and attach-
ment subsisting between the Honourable Company and H.H.
the Nawab Asuph Jah, the Honourable Company hereby agree
to grant to His Highness the free use of the scaport of
Masulipatam, at which port His Highness shall be at liberty
to establish a commercial factory and agents, under such
regulations as the nature of the Company’s Government shall
require and as shall be adjusted between the Governor-General

in Council and His said Highness.”
* * * *

“ There shall be free transit between the territories of the
contracting parties of all articles being the growth, produce or
manufacture of each respectively; and also of all articles
being the growth, produce or manufacture of any part of His

Britannic Majesty’s Dominions.”

* * *
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362. The claims which the Nizam’s Government bases on these
articles are as follows :—

(1) The right to a free corridor to the sea at Masulipatam and
a permit to develop a port so as to enable Hyderabad to make
effective use of it “ under the conditions that would obtain in
the India of the future.” The Nizam’s Government urges that
““ this consideration renders it very necessary that Hyderabad
should own and control a railway of its own from its border to
Masulipatam.”

(2) A right to import free of British Indian customs through
any port, or overland from beyond British India, all articles
which are the growth, produce or manufacture of any part of
His Majesty’s dominions, together with a corresponding right
to export free of duty all articles of Hyderabad origin.

363. With regard to the first claim, it should be explained that
the seaport of Masulipatam is situated in British India 60 miles from
the borders of Hyderabad. It has no harbour facilities and but
little present value as a port for ocean-going traffic, and it is possible
to regard running rights over a railway crossing British India, as
well as the right to develop a port on the British Indian sea-board,
as a necessary preliminary to any service which the  free use ”’
of Masulipatam, in the sense in which those words are interpreted by
Hyderabad, could render to the State. We express no opinion as to

the meaning of the words.

364. With regard to the second claim the Government of India
in 1873 gave an interpretation adverse to that now put forward by
Hyderabad. This, however, was in answer to a claim advanced
by certain merchants, and the question has never been at issue as
between the Government of India and the Nizam’s Government

itself.

365. We understand that the Nizam’s Government have now
addressed the Government of India with a view to the respective
rights of the contracting parties being ascertained. It is not,
therefore, for us to make any comment upon it beyond observing
that, in the event of the claim being established, Hyderabad
would achicve a position substantially the same as that of Kashmir
(of which we give an account below) and that the effect on the
federal customs revenue would be very serious indeed. We were,
however, gratified to learn in the course of our discussions at
Hyderabad that the State would not necessarily insist upon
exercising the rights in question.

KASHMIR.

366. The frontier State of Kashmir, largest in area of all Indian
States, has an interest in sea customs arising from rights
accorded by Treaty. Under a Treaty of 1870 the State undertook



136

to refrain from taxing all merchandise passing through the State
by the Central Asian trade route, thus establishing free trade
between British India and Central Asia. In return for the loss
of revenue thus occasioned, the State was accorded the privilege
of importing sea-borne goods in bond. The administrative arrange-
ments by which this is effected are simple. All goods imported
in bond into the State are covered by invoices showing the amount
of duty paid at the port of entry. These amounts are credited to
the Darbar on the authority of endorsements made on the invoices
by the Kashmir Residency authorities. At the time of the con-
clusion of the Treaty the trade traffic to and from Central Asia
was substantial ; on the other hand the privilege accorded, in return
for freeing this trade from taxation, was of trifling value and cven at
the beginning of the present century was not worth more to the Statg
than 11 lakhs of rupees a year. But in recent years the position
has been reversed ; the value of the land trade has declined and
the customs value of the goods imported in bond into the State
greatly increased. The amount of customs revenue thus forgone
has risen as high as Rs. 29 lakhs, and the fair average value of the
State’s customs rights at the present time could not be reckoned as

less than Rs. 25 lakhs per annum.

367. The Central Asian trade passing through Kashmir had a total
value of Rs. 20 -94 lakhs in the year 1929-30, the chief items of import
being silk (Rs. 4-6lakhs) and charas (Rs. 1-63 lakhs) ; and of export,
cotton (Rs. 3 lakhs) and silk goods (Rs. 2:86 lakhs). While we are
unable to state what the duty value of this trade may have been,
we would draw special attention to the imports of charas. This drug
is imported in bond to centres in British India and there taxed.
Had it not been for the treaty with Kashmir, an important item of
the excise revenues of many provinces and States might have been

seriously affected.

368. We must not overlook here the responsibility undertaken

by Kashmir for watch and ward over a long span of India’s northérn
frontier, for the purpose of which the State maintains forces at its

own expense,

Relative value of British Indian and States’ sea-borne trade and
customs receipts.

369. The circumstances of every Indian State possessing an
interest in sea customs have now been described and, to complete the
information which it is necessary to furnish, we present a statement
of figures showing the relative importance to a federal government of
the subject with which this Chapter set out to deal. The figures for

137

1931-32 were not available during the progress of our tour of the
States, and those we give have reference to the year 1930-31. In
respect of trade figures we were unable in the case of a few very
minor ports to obtain information as to volume and value and
have had to content ourselves with an estimate. As regards customs

collections the statement is complete.

370. The figures given of the value of the trade passing through
Indian States ports exclude the trade at the British Indian port of
Cochin, but the figures for customs collections include the two-
thirds of the Cochin customs which belong to the States of Travan-
core and Cochin. The total value of the foreign trade conducted by
Indian States ports in 1930-31 was Rs. 15,50 lakhs. The total foreign
trade of British India and the Indian States in the same year was
Rs. 361,82 lakhs, the percentage conducted through the States ports
therefore being 4-28 per cent. The customs collections at Indian
States ports in 1930-31 amounted to Rs. 280-78 lakhs, of which
Rs. 122-65 lakhs was recovered for British India at the Viramgam
line, leaving Rs. 158-13 lakhs in possession of the States,
The total sea customs collections for British India and the
Indian States in 1930-31 amounted to Rs. 39,46-94 lakhs. Thus

" the amount retained by the States was 4 per cent. of the whole. The

sum retained by the States does not represent the total extent of the
immunity from contribution in respect of sea customs enjoyed by the
States, as that immunity is not calculated in all instances upon
customs revenue directly collected and retained. The aggregate
extent of this immunity was Rs. 182-42 lakhs in 1930-31, the detail

of which will be found in Appendix VI.

Circumstances affecting the task of valuing States’ customs rights.

371. We are directed “to express an opinion as to what com-
pensation it would be worth while for the Federal Government
to offer in return for the relinquishment of the special privileges
which each State now enjoys or such modification thereof as may
appear to the Committee to be an essential preliminary to
Federation,” and we now propose to deal with this subject. It
is no exaggeration to say that at no time within the past ten years
has the difficulty attending a valuation of customs rights possessed
by the Indian States been greater than at present. It has been
authoritatively stated that ““ the value of international trade to-day
is only one-half, or perhaps less than one-half, what it was in the first
quarter of 1929. The number of unemployed has more than doubled.
According to the figures of the International Labour Office, from
20 to 25 million persons are now without work. The situation daily

grows worse,”
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372. Though, happily, the unemployment problem in India is far
less acute than in many other countries, the figures of India’s over-
seas trade which we have given in this Chapter show that the above
description is not inapplicable to Indiaalso. But the mere comparison
of total trade figures alone would be misleading, since they cover
the action of two variables—volume of trade and level of prices
and the prescnt relation of these two variables to one another is not
necessarily of a normal kind, nor, indeed, is it the same for all
commodities. Ordinarily, any reduction in price induces an increased
demand {rom the consumer, which tends to neutralize the effect of
price-reduction on total figures of trade. But in the present economic
crisis this result has by no means always followed. In too many
cases no amount of price-reduction has availed to produce an ade-
quate increased demand; on the contrary, the two downward
movements have synchronized with disastrous effect on the totals.
There are exceptions ; it will have been noted, for example, that
both at Cochin and in Kathiawar the volume of trade has not fallen
to the same extent as at certain major ports in British India, for the
reason that the low level of prices for sugar and rice has in fact
produced increased demand. But in many other directions we have
at the present time both adverse factors definitely apparent and, as
a result, a total volume of trade which cannot be regarded as typical
of India’s normal trading capacity. There is also the question of
India’s fiscal policy. The protective duties on iron and steel, cotton
piece-goods, matches, and sugar, have produced effects varying in
their intensity but of great and growing importance, and the general
policy of protection introduces an incalculable factor.

373. The following table gives in parallel columns the total
import duties and those duties which are protective and are charged
at special rates. Sugar, which has only recently come under a
protective tariff is not included.

(Rs. lakhs.)
Import Duties on articles liable to prolective duly at special
raies.

. Maitches,

Total of {m~ Ivon and > splints *thton

port Duties, Steel Paper. and piece-

excluding salt. ‘ veneey. goods.
1527-28 .. 40,46.11 2,96.47 25.34 53.62 —
1928-29 .. 40,83.65 2,62.45 28.10 2527 —
1929-30 .. 40,72.85 2,13.15 29.40 13.94 —
1930-31 .. 37,18.87 1,43.39 20.91 3.74 3,73.39
1931-32 .. 36,03.61 1,15.74 20.35 1.08 3.,70.87

* This item was transferred to the *‘ Protective Duty Group ”’ with effect
from 4th April, 1930. The previaus year’s (1929-30) importations carried a
total duty of Rs. 5,83.68 lakhs.
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374. With factors so variable and subject to so many influences in
respect of which prophecy is impossible, we are of opinion that we
can neither safely nor usefully make an estimate of the amount of
compensation which it would be worth the while of the Federal
Government to offer to the States in return for the relinquishment
of customs rights, assuming that they were willing to relinquish
them. Nevertheless, there are certain directions in which we think
that our comment may be of service,

General Conclusions and Recommendations.

(1) CocuiN Porr.

875. We are impressed with the potential importance of the port
of Cochin as an economic factor in a federated India. We are,
however, strongly of opinion that the proper development of the port
will be seriously hampered and its potentialities unlikely to become
realities, if the conditions which now prevail are not changed. We
have come to this conclusion on two grounds, one concerned with the
ownership and geographical situation of the port, the other with the
manner in which its developments have been financed.

376. On the first point, we have already shown how the port, which
was in its origin, and is still to a large extent, a British Indian port
under the control of the Government of Madras, now extends into
Cochin territory, and will extend still further if and when the present
development scheme is completed. A divided ownership and juris-
diction cannot but be harmful to the best interests of the port, and
in our opinion it is urgent that steps should be taken to effect the
adjustments required.

377. On the second point, we recall that under the Agreement of
1925 Travancore and Cochin may each be required to provide a
further sum of Rs. 30 lakhs or more in order to complete the develop-
mert scheme. It is reasonably clear that the revenue of the port, as
distinct from the customs revenue collected there, will not, at any
rate for a number of years, produce an income sufficient to pay
interest and sinking fund charges on the further expenditure which
is contemplated, since port dues cannot be increased beyond a certain -
figure without driving trade away. It therefore follows that the
money to be found by Travancore and Cochin will take the form of
grants in aid earning no interest, and that the only source from
which those States could recoup themselves would be from the
increased value of their agreed share in the customs receipts.

378. We recommend therefore that negotiations with Cochin for
the adjustment of the difficulties arising from the divided
ownership of the port, and with Travancore and Cochin for the
purchase of their existing rights in its customs revenue, should
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or by virtue of sovereignty possessed b
the impossibility of forecasting the flltur}e’
the probability that, in some cases at an
re likely to produce a progressive deteriora}j
tion in the value of a port—it would not be advisable for any offer
to be made at the present time for the acquisition of the customs
rights of the States, other than those rights possessed by Travancore

and Cochin in the port of Cochin.

382. If, therefore, the port-owning States are to enter Federation
as everyone must desire that they should, room must be found for
a compromise in which ideals and logic would yield in some measure
to hard facts. An arrangement whereby the maritime States were
at least enabled to retain in their own hands the value of the duties
on goods imported through their ports for consumption by their
own subjects, even though it would involve some slight diminution
of federal revenues, might well be accepted in a federal scheme
embracing so many diverse elements. In recommending that it be

an arrangement would be practicable, we

considered how far such
do not exclude the possibility of modifications or adjustments to

meet local circumstarnces.

383. No arrangement of this kind could be contemplated in cases
where it would contlict with Treaty rights. In cases where the
situation is not complicated by the existence of such rights, it would
involve either some system of financial adjustment whe’reby the
State would retain or have refunded to it the amount which, con-
sistently with the suggested principle, it was entitled to recei;re or
else the maintenance, where necessary, of a customs barrier. If ’the
second alternative were adopted, there would of course be no

question of any control or inspection by federal authority of the
t the ports, which would continue exclu-

customs administration a
he State itself. The first alternative, on the

sively in the hands of the St
other hand, would clearly involve some measure of federal super-

visign Of inspection.

whether under Treaty
the maritime States;

of trade or fiscal policy;
rate, natural processes a

mmary of Conclusions and Recommendations.

After setting out some of the difficulties in the way of bringin
the views of the States with regard to their ports into harmony witﬁ
the requirements of Federation, we give a general account of all the
ports belonging to the maritime States (paras. 239-250).
The Treaty tights of Travancore and Cochin in the port of Cochin
ecial reference to the Inter-portal Convention

are described, with sp
of 1865 and the Four-party Port Agreement of 1925 (paras. 251-265)

Su
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We express the opinion that the ideal of a true Federation is
ile with the retention by any federal unit of

difficult to reconc _ 1
customs duties collected at 1ts ports, but we recognise that no

maritime State is likely to relinquish this right (paras. 380-381).
In order that no maritime State may be theredy prevented from
entering Federation we recommend for consideration a compromise

arrangement under which such States would be enabled to retain the
duties on goods imported through their own ports for consumption

by their own subjects. We recognise that no such arrangement
could be made, except with the consent of the State concerned,
when its effect would be to curtail Treaty rights (para. 382).

We discuss the methods by which such an arrangement cquld be
made effective and the question whet}lffr it would necessar{ly involve
any measure of inspection of supervision of customs administration

by federal authority (para. 383).
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CHAPTER vIII.
MISCELLANEOUS IMMUN ITIES,

Introductory.

384. Our Terms of Reference provide us with
such existing facts in the financial or contract
the States and British India as are not specifica
but which have so close a bearing upon the
that they cannot be disregardcg. We hav
certain prospective federal subjects, other
salt, in respect of which some States enjoy
from contribution to central revenues, and we are therefore devoting
this Chapter to discussion of therr}. In some Cases, States retain
their own postal systems and in many others have entered
postal unity on terms  which it g necessary  to notice,
There are also a considerable number of Stateg which still
possess and operate their Own mints, and many instances of the
receipt by States of compensation payments made {or the abolition
of land customs and transit duties. We also refer in this Chapter
to the existence of certain Courtesy concessions in respect of sea

customs at present enjoyed by Indian Princes, and submit recome
mendations thereon.

authority to deal with
ual relations between
lly mentioned therein,
matters remitted to us
e found that there are
than sea customs and
a measure of Immunity

(1) Posts and Telegraphs.

385. It became clearto usat a very early stage of our enquiries that
it would be necessary for us to give detailed attention not only to
the immunities possessed by many States in the sphere of Posts
and Telegraphs, but also to the almost universa] sense of dissatis-
faction which we found to be prevailing amongst the States in regard
to certain aspects of their relations with this important department.
In the Memorandum which we issued for the information of States
soon after our arrival in India (Appendix ), we referred specifically
to postal privileges enjoyed by many States, but by ne British
Indian province, and asked the Darbars to afforq information to
enable us to judge the amount which would be diverted from what
are prima facie the legitimatf; revenues of the Federq] Government
in the event of the continuation, under Fe ion, of their present
privileges. In the main, however, a5 wag only natural, our
information in this respect had to be derived from official source:

The grievances of the States.

386. Tt will be convenient to deal first with those aspects of the
operations of the Posts and Telegraphs Department which have
been referred to above as a source of grievance to the States in
general. These may be briefly summarized as follows 1—

(1) It has commonly been belicved by the States that the
control of Posts and 'l‘elegmphs 1S a source of financial profit
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we feel confidence in affirming the
Telegraphs is to be a federal subject
accrue to the Federal Government ap
for distribution among federating umtts
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cannot be made available

ii (13
(ii) The “ guarantee » System.,

389. The above princi g
whih cntcrmi(n C{g:“mgrlﬁxlsflms not afford a Tull reply to those St

lich ente * gricvance described aboye | Y 10 those States
guarantec system for unremunerative offices. - [0 regard o the
that States which are thus called upon to (m(,l 1S not unnatural
f)lgf(i)él(}d b(\:vmchn@(}l to demand a set-off in r(*&'r;;lckte (ft%h s

5. We are, however, gi ~PECL o e Tativ

Doesible 0 dctc’rmi):x\ CC\ \({~§;}?1V?n< to understan that ;:1({1111](un§]'m~t1\1(?
by the opening of a new o r;«ai\()ﬂal)](: Accuracy ﬂ“" 1"**)%‘1 u’ 1
orerable diffenltice in thc( n,(, Unremuncrative offiee t};(.\r ,m.(“n.('d
post office. W ithéut nccgi;l;?;i(l)}f' Cf:iil(lkltt_ing the n(ft’ pmﬁgt “l‘r’c‘;?};
AT . /acee + thi )
]_im(tl}1.t'11n‘;‘>05':51b1; to recommend any (lCViI:)LtliX(:i fghs Proposition, we
iglpzilr?ci;rx(lf}lf)ctc(f ’ H?rlttcllc {;‘ﬁsnn that we are 2155111‘<~)<?11;i)'\11tﬂi]tng. practice
issucd by the G;W’GI’;]TAC;t provinces alike,  Comy, 1 o “ppcd
ssued , . of India in 1998 prehensive orders
centres of population or places of acthal ()Lr provide that *al Jarge
1r?_1porLtunC.c should be provided wity, pro )lprn.spechvc
}}}lqtoh&?lndl?g ‘dlm‘c thLls may result in net cxgc(ﬁigptosgild fcilitics not-

y also lay dow » princi CTHRC Lo the depy ’
Adrzinis(mtiyoxi (()1\:3}:2%?? C 1P19_t11§%t, Where o Jocal ‘é:}y}_lﬁrn<=nt. ,
requirements or the ivn(t’vr(‘%l ‘p(:;t otfice solely o mectad "_I“,“_“’“t'(’r
offiecs, if considercd unlikly g be oL SCclion of the publie: s
o th'e A ¢ f«tt e 1}n4 1‘\dy to be remuncrative, muys e public, such
di};pensc szirhesle d&_{up'(:rlft:ist tl.l_()“gh the local P(»stl:;t be fuarantecd

T guarantee if the regyly M anthority may

to exceed Rs.120 per annum, wnt doss s not expected

390. The above principles appear {0 yq t
and, as it is no part of our duty in this mf’ O».be
arrangements except in so far as {he ’rn,l lexion
ment as between provinces and thcz, ol in |
to offer. \ % We have

generally equitable
to criticize existing
nequality of treat-
1o recommendation

(iti) Banking Operations of the Pogts and Telegraphs
" . .
3Ql.‘ In regard to the grievances of States arisi Spariment,
operations carried on by the Posts and eraphe 50Ut of b
Government of India informs us that
in the {following terms — ‘
“ These banking transactj i
o sactions, which take ¢
bank accounts and the sale of cash ccrt?t?cfgir: of savings
QLes, represent
v ; cach party concerned
tion given. On the one hand ced by the considera-

iyl ot N 3 e Zlﬂ- N A
facilitics for saving and mducememsoig tt(;1 _Sfttatehsub]ects
) rit which are

tates ¢ ki
Felegraphs Department 1;‘1{5

its position may be stated

commercial .
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undoubtedly an asset to the economic development of the
States. On the other l}and', it is a convenience to us to afford
these facilities because it suits us to borrow money at the rates
which we pay. We would qualify this latter statemcnt by
observing that in the case of cash certificates we pay what we
regard as rather more than a fair commercial rate of interest
with a view to encouraging thrift among .the poorer classes.

eservation we must definitely refuse to pay

Subject to this r )
morJe than fair commercial rates. We are therefore unable

to admit the existence of any profits in which the States are
entitled to share. In other words, if we had to make disburse-

ments to third parties, under the guise of a share of “ profits,”
in addition to the interest rates which we should normally be
paying, our total disbursements would represent more than a

fair commerci
« We admit, how
principle of politica

al rate of interest.
ever, that it would be a new and unjustifiable
| practice to hold that the Paramount
Power is entitled to carry on these transactions in States
against the wishes of the Rulers, and, in some cascs, mn
competition with the Darbar’s own local arrangements. We
are prepared, therefore, to arrange for their complete cessation
in the territory of any State which definitely asks for it.

the above pronouncement effectually disposes of all
this head.

(iv) The mail robbery rules,

392. The action proposed by the Government of India in respect
of thé Butler Comumittee’s recommendation regarding the mail

les is as follows :—
rObbeU; tmise propoSed {hat these rules should be replaced by a

Government Resolution in which it would be made clear that
he Paramount Power reserves the right to claim and exact

, the hsation in any case where a mail ro‘pbery is found to be

-com}l))e 1' (blc to the failure of an Indian State to make police
attributa -nts to secure the reasonable safety of life and property
arrangemen’s & vy 4 suitable protection to routes over which
in any a-rtd ,OlriedL In so far as robberies may be due to, or
mails are C}j . individual derelictions of duty, it would not be
famh’it(t)i(;lmﬂ:ain the principle of liability, since such incidents
?lelzzr occur in British India as

well as in States. But if any
, - tice, the question
.o : nt case were brought to notice, the questi
?310312%¥n§i%22p€n53t10n would be considered on its merits.
of dema . . s .
fr as this change 1n existing procedure involves
393. I'nt'soS fc:)lf ;Sigll policy, it is quite outside our Terms  of
considera oy from the financial point of view, with which alone
Reference ; but iro e to discern any gricvance which

¢ abl
we are concernec, Wféivc:)rceatli]:g other action.
e a
would justify us 113

In our opinion,
R 3
grievance under
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(v) Claim fo free grants of service stamps,

394. Weareunable tosuggest an
the inter-State inequalities existin
stamps. Where such grants are made they indubita
them exemption from full contribution to central reven
be dealt with from that standpoint in the {ollowi
note the unfortunate fact that, to a lar
in a baphazard manner, but, in view
with the adoption of Posts and Telegraphs as o federal subject, and
with the fact that no s_ucl% privilege 1s accorded to any local Goifcrn-
ment, department or individual within the limits of British India,

we should deprecate any attempt to remedy existing inequalitics
at further cost to central or federa] revenues,

¥ practicable method of

‘ climinating
§ I respect of free gran

ts of service
y carry with
ues, and will
ng paragraphs. We
ge extent, they have grown up
of their obvioys inconsis;tcncy

Immunities enjoyed by States in the sphere of Posts and
395. We now turn to that portion of tl
Telegraphs which is more obviously w
namely, the immunitics or privileges enjoyed by many States in this
sphere. These may be classified ag follows 1

(i) maintenance by States of their own postal departments,

(i1) free grants of stamps for official correspondence,
(itl) free carriage of the officia) correspondence of Darbars

by the Indian Postal Department,

{iv) privileges enjoyed by certain Stq
a share of the receipts of the Telegra

Telegraphs.

o8 the subject of Posts and
ithin our Termg of Reference,

tes in respect of obtaining
ph Department,

(i) Maintenance by States of their own postal departments,

396. Details in regard to items {i)-(iii) above wi] be ;
the schedules to Appcndlx. VI of this Report, Undgrf(;&ﬁ 23
arises a problem of great difficulty. (p the basis of the position
taken up by the (xoverr}ment.of India, Namely, that the Posts and
Telegraphs Department is not intended t

pa 0 provide revenuge for gencral
purposes and is, in fact, run at a heavy loss, it would be, at the least
31y

illogical to debit a State with a cash immunity on the ground that,
by maintaining its own posta{ department, it ig making g profit which
ought to go to the Federal Government, Byt the fact remains that
States which cnjoy this privilege declare, though thej
system is presumably different from that followeq by the Government
of India, that they make considerab therefrom. As a
natural consequence of this, those Stateg '

their own postal departments tend to argue that, whate
the experience of the Government of India, they could
for themselves if Government had p

. ot taken the
out of their hands, or, alternatively, that it is inequ

ver may be
make profits
S¢ arrangements
itable that other

It accounting

. States concerned, P

149

1d be left in a position to exploit a field from which they
ou

States sh d. There is thus a widespread tendency towards secession

are excluded.
tal unity.
from pos ard it as very unfortunate that sucha c}efnan(cil shguild
397. We e what we believe to be the eve of India’s federation.
be in evidence o7 ruing to India from a unified postal system are so
The advantages aC(él no elaboration and, when all federating u.m‘ts
obvious a5 t_o. neio exercise a reasonable co_ntrol over the {idmlnls-
are in a position eat public service, the basis for many grlevance(si
tration of this gr n dlijsappear. This proposition is in fact accepte
now entertame% V;”of States, but those of them which do I}O?‘I;SSSS?S
bya great nU_m ]es stems not unnatural%y_complzun that‘ it és le; a)sr
their own Po?t}? th}fl: retention of this privilege by others. 4 Ob* o
consistent \'}’lt siderations are concempd this 1s undoubte t'}j
administrative CO which possess the privilege attach to it a senb1
true, but the Stes emblem of their sovereignty and would not be
mental value o° z;lr:ier it as a condition preliminary to Fedelz‘rattli)glr;
prepared t0 Surmthis attitude as an obstacle to the full ap{;};ﬁ ica o
We may (1(31310(‘?l o, but the anomaly does not appear su Ctlenth}é
of the fed‘?ral 1{ ea'n thing of the nature of an ultimatum f(zi he
serious to JUtY rgvided always that they permit to the i eies
¢ such freedom of action 'w1thm the_xr tfarrll or
ostal (%)epal‘;(::i?al in the interests of all India communications.
as may De €S

however, to be considered whether t.he pnv'xlegid
these States amounts to an 1mmpmty1 )
byes of our enquiry, a definite financial value
hed. In other words, we must decide 1whe‘ttk;e;nlc’§

should be attacth’xi: the financial position of the federa posf > and
can be affirmed tnient would be improved by the accegsxgn (t)iﬁed =
telegraphs depa‘I" mity and whether we should thus e jus fied in
States to posta .L} financial immunity. Such a course wo o
l;-[eldaby those States which regard as invidious the

C ‘hich so many aspire. But
of a privilege to w -
enjol(ment by 2 f?: be iﬂll)practlcable. We are informed r?\iti iﬁo
it appears to S discovered whereby the profit or lossdon %he totagl
method has l-)emiln any particular area can be a_ssessgt te afford no
ostal faml(limeei’cpenditure actually accrull)ng Wlthlrtl)oa{h ?evenue and
enue an ssessment, because -
;tc;\r’e basis for such an girectly connected with the operation of

i irectly or indi ise also outside its limits.

enditure, direc vithin a State, arise a SO S

:1}1(5 POSml dep a;‘ﬁfg’éowéien devised for allocating, even approxi-
i

i lthough it might

means have ceipts and expenses,.and_ a ]
gx(;tely, these extraneQui ;eang detailed investigations, to arrive lat
ible, by labor‘lri) relation to the state of affairs at a particular

estimate 17 - igations and the fact that the results
vestigations € .
time, the Cos.i.gzeghots,; lr;ubse(gluent fluctuations in traffic or by
iti
would be V

trativ hanges would render the lOUb e and expend]'turs
ini tl e C t |
admmls

308. It remai.ns,

Ny od
osition occupt
a'hich, for the purpos

debiting them W
doubt be advoca
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involved quite unwarranted, if not actually useless. It has also been
suggested to us that, if the accounting system used by the Indian
postal department were applied by those States which possess postal
systems, the effect might be to convert into deficits the profits which
they now believe themselves to be making. In view of these con-
siderations we have been forced to the conclusion that the mainten-
ance of separate postal systems by States constitutes a privilegeof a
political and sentimental nature rather than an immunity to which a
cash value could be attached, and we have accordingly refrained

from attributing any cash value to it.

(ii) Free grants of stamps for official correspondence.

399. The right to receive free annual grants of service stamps for
official correspondence is at present enjoyed by 27 States (vide
Schedule B of Appendix VII), the annual total value of such grants
amounting to Rs. 3,12,385. The Butler Committee drew attention
to the absence of any apparent principle for the regulation of these
grants and to the unfortunate results arising therefrom.  Generally
speaking the system owes its origin to the necessity of attracting

into postal unity certain States which might otherwise have preferred

the continuance of previous arrangements,

400. We understand that the Government of India does not
deny that a review of past practice in the matter of these privileges
reveals a degree of liberality hardly consistent with the fundamental
principle by which alone they can be justified. Concessions
have been granted to certain States without any quid pro quo
from them, and the concessions applicable to others have been
liberally increased even though, in some cases, such increase was
specifically debarred by the terms of the original grant.  The purposes
of such grants have also been interpreted by some States in a wider
sense than was originally contemplated, in that they utilise these free
stamps for correspondence outside as well as within their territories
and for the sending of telegrams, Failure to restrict the use of
service stamps to the purpose for which they were primarily
intended has Jed to a wide demand for increased supplies.
The system has also created inter-State jealousy, inasmuch as
many States are still debarred from a concession which they see

extended to their neighbours without any apparent rcoson for the

discrimination.

401. Looking at the matter from the federal standpoint we think it
very relevant to observe that in British India the Posts and Telegraphs
Department receives payment at full face value for service stamps
supplied to local Administrations or to other Departments of the
Government of India and that no official, however highly placed,
enjoys the privilege of franking correspondence. It is clear, there-
fore, that the privileges enjoyed by certain States in this respect will,
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to the extent that they may be continued, establish them in a
preferential position. Having regard to the implications of con-
stituting Posts and Telegraphs a federal subject and to the desira-
bility of avoiding at least any accentuation of existing anomalies, we
feel justified in making the following recommendations :—

(1) No extension of the concession should be made to any

State which is not at present in enjoyment of it.

(2) In the casc of States which are now enjoying the conces-

sion—

(@) no incrcase in the present value of the concession should

be made unless the right to demand such an increase is
specifically conceded under existing arrangements ;

(b) where the existing arrangements provide for a conces-
sion on a varying scale, steps should be taken, by negotiation
with the States, to substitute a fixed figure.

(3) Existing concessions should be treated as immunities
and, where there is no scope for setting them off against
special contributions, endeavours should be made, by negotia-
tion with the States concerned, to extinguish them in return

for a cash composition.

(ili) Free carriage of official correspondence.

402. Immunities arising out of the free carriage of the official
correspondence of certain States are tabulated in Schedule C of
Appendix VII. In all these cascs, they arisc out of the terms by
which the State in question accepted postal unity, and any arbitrary
withdrawal of them would, in our opinion, be unjustifiable. Never-
theless, it is undeniable that the exictence of these pirivileges involves
a considerable diminution in the earning capacity of the Indian
postal department, and for this reason we have felt obliged to
classify them as immunities and to attach to them a financial value
based upon the estimated income of which the department is
deprived. The assessments amount toan annual total of Rs. 7,14,640,
but it is only fair to observe that the amount of official correspon-~
dence consigned for carriage by the postal department would
probably be considerably reduced if funds for postage fees thereon

had to be found by the Darbars.

(iv) Privileges connected with the Telegraph System.

403. The privileges, referred to at (iv)in paragraph 395 above, in
respect of obtaining a share of the receipts of the Telegraph Depart-
ment, are enjoyed, so far as we have been able to ascertain, by only
six States, viz. Cutch, Jind, Kotah, Nawanagar, Patiala and Rewa.,
Between 1885 and 1905 agreements were concluded with these
States for the construction and working by the Indian Telegraph
Department of telegraph lines which the Darbars considered desirable
or essential for local requirements. In most cases the necessary
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i rovided by the State, but
fﬁg 185;32:&3: of Ind};a, iqterest char
to the cost of working the line.
the payment to the Darbar of the
years, their terms have come unde
Posts and Telegraphs Department
favourable to the States.

in some it wag provided b

ges being annually debited
All these agreements provide for
estimated net profits. In recent
r the close scrutiny of the Indian
and have been criticise as unduly

404. It has to be considered whether
States to participz.lte in the net prof
constitute immumtlcs,' and whether, if i
the annual amount, if any, by Wl_nch_
exceed the actual net profits of workmg it
be taken into consideration for our presen

the admitted rights of the
its, if any, of
t were possible te determine
the receipts ¢

f any State
s lines, that amount shoyld

these lineg

t purposes,
405. We have no hesitatiqn in answering thgz second question jp
he negative. If any inequality results from existing arrangements,
the ‘~§s not so much from any conscioys admission of SOVereign
it E?;as out of a lack of foresight on the part of the Government
rlfg India when it entered into these purely business agreements,
(I)n our view, any attempt to rectify such inequalities g part of the
process of adjustment nvolved in devising a scheme of federal
finance would be entirely unjustifiable

406. The first question is more difﬁgtllt. On the one hang it is

ite clear that the States concerned Will, by reason of these agree-
qut be in a position to share the profits of a federa] department
mept}f, ht, in theory, to accrue wholly to federa] revenues, RBut
whic Outé}rler’ hand, they are also bound under ¢ Cir agreements to
on the o the deﬁci’enCY in years when the lineg are run at a loss, ag
make 1;p t occasionally occurred. The agreements are, ip fact, of a
has lln %flginess and departmental hature, the lineg having been
puretyucte;l and worked on a special contract basis to meet the
conS.I‘ement s of the States and not a5 4 part of the ordinary
i of the Indian Telegraph Department, 1y, these cirqum-
Ptr, ?Eces we have decided to attach no cysh value to the Privileges
ivl(lich t’hey confer on the States concerned,

(2) Coinage and Currency,
rencies in India have bcer} in the remot
nu‘:I?Zr.ogs ras dynasties, but a considerabie de

ined during the Moghul period.  In fact Some of the greatest
;Vaji;l;mé?;?cs( remgirncd on their comnage up to the middle of the
n teenth century the SUPETSCIIption of the Tye|p; Emperors,
nmeh e already recounted in our hlstorlqal chapter how, in the
We JVO f the economic unification of Ingi, Which progressed SO
progelss fter the assumption of paramountcy by the Crown, many
rapidly f}h)olishe d the separate currencics which they hag formerly
;ﬁgggzséd In most cases the abolition

.was final, byt there are
me in which it was limited to a definite term of years on the
so :

€ Past almost ag
gree of uniformity
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. i mints
i ould be entitled to reopen their min
e e o ghe Isrfa;:f: Zvase of most of the smaller Stfztcis tg;i
Y minting has never been exercised. It is th\lls a Hoddien
i mmtmg e the currency needs of India are a m<zsof jtirely
e e tlr;l and coins issued by the Gove.rnrlrllend f India.
e o n(t)he claims of the States under this (}elar b and the
Nt o lestill possess mints and currencies zVIlCdia’s some
fo Sever?h circulation of the Government o '?hat > motes
e ‘reduceh ee so close a bearing on Federation
git“nde(fe(:)sl:;rggle’to S‘e,al with the subject in this Report.
it n

i st be
in the case of Posts and Telegr ap}ﬁs’ %‘;Erizvég?h?éltates,
 408. AStm‘cwo parts dealing, firstly, with the ¢ The claims are,
dl‘gdeccloll?dfy with the privileges whlcfliltsomgr?lll}icéyﬁom the Govern.
and se .\’ in the profits ac : .
. for a share in hich, with a few
in effect, claims inage and currency which, w
’ trol of coinag in the Indian States
ment of India’s con irculate equally in the
. be noted below, circ: ch profits can be, and
exceptions to be osition that such p ‘
4 dia. The prop than in the case
and British In much firmer basis I .
de, stands on a . Committee have, in
actually are made, hs. The Federal Finance Com al net
of Posts lirtliidl‘?rllegtﬁgr forecast of federal revenues an annu
fact, 1nc

this head. Nevertheless,
lakhs of rupees under
- income of 380

mmend the acceptance

ts, we are unable to reco ! spiance

wfhatevezlz:i}:g I;g(r)ﬁ‘cheir distribution among i}s)racl)sgreocstgzstifje crating
it “coi nd currency i

o A to the Federa
e and hereon should accrue .

j rofits thereo o e
P antd i?lni,hé) direction of whose currency %01;?; ftinﬂuence.
Govﬁrlllr:fr: the opportunity of exercising their due sha
wou

; tates
to the claims of S .
. cessary to refer here : he privilege
}ffO% bI;r:z dagggrrﬁi, A timpl?iraéﬁllz’e’?%? treztlc))red to
which, ivilege shou

o that the privileg ise it at present. The
of minting, argue f those which exercise it at p ¢
ay from - would, o
thféf_n g"gﬁﬁ;jﬁt; debits againstdthe (Il)rtl}\glfiee(itisotr?gsiethef such
raisyg of i f this kind, an . h
iticism o : : later paragraph.

course, disarm cr. e raised will be considered mal :

g hould be raised w ival of mints which have
debits could or's to remark that the revival o hich
/ P ) M . S whic
It is sufﬁc1C<;nitnhf}r::3 past, or the minting of Couidb};) eSt:\Jf:n ore
been Closer hitherto exercised the right, twouof dividing among
have ginelt with Federation than.anyfr?xfrf ecrc?ntrol of the federal '
incons : fits accruing : ) losed

i ts the pro ts have been close
federating uni ognise that, where mints 1 State
currency: Bf;l titgie;rerf ogfnyears on the “nd‘?rstaﬁldmglathsitithgeﬁnite
only for a de r;eopen them when that period has eselzlt' ’

e ;Ecltltligtt\?vhich cannot be terminated save by con .
rights e

. joyed by several States
ideration of the privileges now enjoyed b; estion.
410. ConSl?i;litilrogwno currIt)ancy raises a far more ldﬁlfrlgriltcg’ushould
in th? lsis’cu (iasomost desirable that a u?}foimtati%ger?hroughou t India.
Cleary . m etition or lim )
; ithout comp
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But, even here, allowance has to be made for d .
sentiment, and we observe that the inclusion of Cu{?:ﬁ:c:l; ia:ln?hlolc_al
of federal subjects prepared at the Round Table Conference w. e list
““ subject to adjustment with the States concerned of such rj h;tls made
not already conceded by them.”  The States which at preSergxt eS asare
the right of coinage are less than twenty in number, and inxerc1se
the right is limited to the minting of coins of low value (Pudukkmtan-
for instance, mints only a copper coin of the value of 1/20 of 2 ottai,
or of coins which are used for ceremonial rather than for Cn anna)
purposes. Inonly seven States does the local currency consl;'r{ency
factor deserving serious consideration for present purposes, ldute a
in Hyderabad is it of such a nature and magnitude as to I(11 only
extensive profit making. This State alone possesges a admit of
rency as well asa mint, the face value of its notes in circul'ptz.lper cur-
over Rs.9crores. Theissue of notes has proved to be b fad t1}(1)n being
if not the only, consistently profitable branch of the é‘,,ovr e most,
India’s currency operations, the management of metall.ernment of
being subject to speculative factors in the case of po] llC currenc
while the margin of profit on copper coins ig regu (‘dand silver,
dimensions by the cost of manufacture. The Govern ced to small
in fact incurs a definite loss on the issue of jtg Smallment of India
coins. The risks inherent in the coinage of silver aest su}?51.d1ary
exemplified not only by the serious losses sustaineq bret }sluﬁl(:lently
ment of India in consequence of the fall in the price 0%’ | e Govern-
the last few years, but also by the recent exporien silver during
States which now exercise this privilege, more than one th% of_ several
approached the Government of India with PrOposalo fWh1ch have
monetization of their currency. Those proposals hasv Oé the de-
nature to suggest a heavy loss to Government, beip i ef een of a
effect that Government should issue, in exchanée for %hndact to the
State coins, British Indian rupees with redeemable Valze epreciated

411. The conclusion which we draw from th,
siderations is that, with the exception of H
in respect of its note issue, the currency oper
are unlikely to involve any serious compe
currency and are not of a nature which w
offer to extinguish them at the cost of federa, X
States concerned were willing to sacrifice sentillnf;‘;e;l;gs, even if the
a course. In the case of Hyderabad, which agrees thaigtr}i’e to such
sion of a separate currency is a source of considerable € posses-
itself, if the right to supply coinage and currency p Tevenue to
State’s own needs is assessed either on a populatiogbaoftes for the
basis of active note circulation, the loss to federal reveny SIS or on th.e
mately Rs. 17 lakhs. We have therefore to re €s 1s approxi-

. . ; C :
Hyderabad is in the enjoyment of an immunity t%r(éh‘itili x\?;x that

412. In conclusion we suggest that in any case wh
of mints or the continued issue of metallic currenc ere the re
inimical to the interests of the federal currenc

e above facts and con-
yderabad, particularly
gt}ons of Indian States
tltloq with the federal
ould justify a financial

-opening
Y may be considercc
¥, efforts should be
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made to arrange, by negotiation, that such operations should be
confined within purely nominal limits or to the production of coins
intended for ceremonial as opposed to currency purposes.

(3) Land Customs and Transit Duties.

4i3. Our enquiries in India revealed the necessity for including
in our Report some reference to the land customs duties levied by
many States, the disabilities which preclude others from reliance
on this source of revenue, and the circumstances in which transit
duties, as opposed to import and export duties, have disappeared
from the Indian fiscal system. While we were aware of the promin-
ence accorded to some aspects of this subject at the Round Table
Conference, it was not until we received from several States repre-
sentations in which it was included that we were constrained to
give it serious consideration. The necessity of so doing was confirmed
by the fact that our analysis of the salt agreements brought to notice
the existence of numerous payments which, though we were unable
to classify them as salt immunities, undoubtedly place the States
which receive them in a privileged position at the expense of central
revenues.

(i) Land Customs.

414. The disadvantages of internal customs barriers were realized
by the Government of India at an early stage and it has from time
to time availed itself of such opportunities as have occurred for
their diminution or restriction. Provisions to this end were included
in general commercial treaties—notably the Inter-portal Convention
of 1865 with Travancore and Cochin; and, in several instances,
particularly those of States in the Punjab and States which had
previously owed allegiance to the Bhonsla Raja of Nagpur, similar
provisions were inserted in the sanads issued to define the relations
of those States to the Paramount Power. Moreover, it was the
intention of those who initiated the policy leading up to the numerous
salt agreements concluded between 1870 and 1885 to use the
additional salt revenue anticipated from those operations for the
purchase of all the land customs rights of the States concerned.
Experience, however, proved this ideal to be unattainable and only
in the case of a few of the earlier agreements, namely, those with
Alwar, Dholpur, Bahawalpur and Kishengarh, was this objective
actually achieved. -

415. In fact it is evident that the efforts of the Government of
India in this direction have not been attended with a large measure
of success, except inregard to transit duties and duties on salt.
Though there are exceptions of great importance, the States in the

(11544) F2
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main still possess the right to levy mport and export duties at
their land frontiers. The majority exercise the right, and 1o many
it represents an indispensable source of Income, se

importance to land revenue.

416. The States which are disabled by the treaties ang arrange.
ments referred to from levy{ng }ar}d customs dutieg object to wha ¢
they hold to be invidious dlscrlrpxnatlon against themselyes, The
compensation payments are considered to be inadequate and, from
the federal standpoint, are open to legitimate criticism, g 'being
an unjustifiable use of central revenyes, Already On two occasions
within recent years the Government of India has o
itself unable to resist requests for the Tevision of exictin
agreements to the extent of removing restrictions o the levy of lang
customs duties. To other States which have advanced Similac
claims the reply has been made that deci

. ! ision must be def
pending consideration of the larger issues involved by the fezzrreac{
proposal.

417. It was inevitable therefore that the subject sho
the attention of the Roundﬁ’l‘able Conference, A
of the Conference there was first a tendency to press fo
of all such fiscal barriers. But further conside;r)a.tion Crog;;ezitlag;ot\;;:
conclusion that this ideal, howevgr desirable, is, for the present at
any rate, outside the scope of practical politics, The Peel] Committee
though recording the opinion that the aj, of Federation should 1o
the gradual disappearance of all such taxes, Tecognised that * j4 may
be impossible for the States to surrender, either immediately or in
the near future, large sources of revenue, without the acquisition
of fresh resources ; nor would it seem to he In genera] an equitable
plan for the Federation to attempt to buy up, so 0 speak, th
existing rights of the States in such a Mmatter, Thjs would si;n "
mean that, in the general interests of economic unity 5,4 ¢ o facil'itgt
trade, a tax would be imposed on the Federation a5 a whole ip \‘frdee
to relieve the inhabitants of the States The abolitioy of thesr
taxes must therefore be left to the giiscretion of the St ates to bg
effected in course of time as alternative sources of revenue becom o
available,”

uld attract

Our Conclusions and Recommendations.

418. In view of the conclusions thus arrived at on
strong as hardly to admit of dispute, there remain only tgyro ogggssibslg
courses of action. The first 15 to retain withoyt compromise, ap
regardless of existing anomalies and inequalities, thay meae and
progress in the desired direction which the G

Vernment of Ingi, h
. oy . 2
succeeded in achieving. The second is to Temove the restrictions

cond only i,

the discussiong
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i re they exist. Our own inchnatlop
1:n b r(eilagl‘:eellgttf::vccfjrss:. wﬁﬁt, apalz from 1:t§ retrograde and anti-
i towaltr. . lications, we entertain some misgivings as to the conse-
e 1m}11>. h migh't ensue if important States which are at present
e ot V: 'lction or limitation in the matter of 1pland customs giutles
undert;erse;crt to the erection of protective barriers to the detriment
gfe;eeighbouring parts of India.

we are able to formulate any recom-

419. .In S(?t fg iot ?ﬁzejgfitatshat, pending the attaipment of thg 1<;eal

mend.atlon'll internal free trade, relaxation of existing restrictions

o rlrrzlwitted only in cases where there is no room for doubt

should be petion would be justified by local conditions and would

thétlt‘ S\Iflgl};ea:isk of serious repercussions on trade outside the territory
not in

of the State concerned.

(i) Fiscal restrictions with regard to Salt.

i de only in respect of general
ove observations are ma :
. 420. Thg :)}() ort duties. Existing agreements under which SFatiej
import & all'z or levy transit duties must und(?ubtedly remain
do ot ItixAi)pendix V we have been at pains to isolate from among
force.

i ified as immunities from the incidence of the
which can flz}}llzlyblzz;:ag:: S(I)I;F1 such payments (apart from a fewfeasgz
salt tax. hable items) is in respect of either the extinction of ¢ o
distlr}guls . anufacturing profits on the one hand or the suidrenthe
mercial oF T4 transit duties on salt on the other. ‘ Payments pnd erBut
of custoﬁ‘gzgrdearly do not constitute an irpr_riunlty (I)lf fl?ey é{tl;lte.s Dut
former financial privileges on tI
thoseduntd i;et};igzgtszrocfogggiral revenutIa)s and we consider that they
cerned a

should be classified as immunities.
. (iii) Transit Duties.

421. We hold the same view in regeg_d.to p?}}:l?eﬁf:r:n:ﬁi forsilﬁ
" it duties on commodities othe .
abolition Olfdtriinxsliodern conditions, impose intolerable ob_staﬁlesd?srz
duties would, are glad to observe that they have practica 3& e
trade and wethe result of the co-operation of Darbars ant. :
appeared as f railway communications. Only in a comparatively

e
dev610pmen;ceomoney payments made for such surrenders, and th
a

few cases

Lack of material for preparation of an Appendix.

i ible for us to prepare an
that it has not been possi ) 2
422-dwedz‘:§ir§;g the scope and effect of our ;gggz:neréizlrtl%x;;;r;
endix €&, iscellaneous imm .
ﬁ:,fg)grd to this category of mi o
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of Reference contain no mention of i
We did not, th iss of inland customs or i T
and it was Onlye;ifzri;tis‘f any requfzst for comprehet:;?i]\fg(?c}isﬁ:
fully conscious of the 15 age of our investigations that we be ame
poneal problem before close connexion of thege ;nat:cer . ‘L}CdtT;w
the preparation of det l-11S - The collection of the data ncs' sear fle
delay in the SubmiSSionE::fed sﬁwdules would have invol&é&sér‘&ngz
it justifiable to confine ouOur eportand we have, therefore e
rselves to the formulati’on ofe;rrit' ﬂl;nlght
nciples on

the basis of which the i

! preparation of suc
b;z Icompleted without difficulty undcrstl;feh (Sc(il,e dules could no doubt
of India. rders of the Government

(4) Miscellaneous Payments to certain States

423. The Governmen

_ t of Bomba

consid ay have br i

aboit terablle ngmber of payments. amennt, ought to our notice a
wo lakhs of rupees per annum 8 n the aggregate to

to States in that Presidency in Coax}l‘lg;_&re at present being made
i istri ion of rights which their

¢ ) Payments :
referred to in paras. 194-199 undsgr t?xes’l::g/:(llcig;n/eKag?ad}{ been
adim Inams,

practice would not, theref
y or
Government. We 'understanff affect the finances of the Federal

enjoyed not by Indian States ;
personal capacity. By a; Si ;:rzlictl;; but by ¢
Rulers of Indian States in possession

were, in 1861, granted the ri 1
oods int he right to import
tgheir o nfi?iid rfolfd’fhelr personal usg O,rfiﬁe of customs duty, all
concession was If;ltlllr:ag With and dependente uUSe of members of
P Same pon th This

all Ruler . procedure, e A em,
j guns, and the

total number of Pri i
A minor Princes entitled to the -
or customs concession has be concession is now eleven.

orders to all Rulers possessi
ssin
11 guns. These Rulers are permitted nent salutes of not less than

ot b ertain Rulers in &heir
e permrnor-General in Council,
anent salutes of 21 guns

from travelling abroad. The nugb;hefn enter;
0

concession, but excluded from the mai
jor

Rul ing India on return
on ers enjoying this minor
€, 1s seventy-six.
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425. So long ago as 1924, the Chamber of Princes passed a
Resolution recommending that the major concession should be
extended to all members of the Chamber, and continued to press
the matter until, in his opening speech to the Chamber in February,
1928, the Viceroy announced that “ the matter is not one that can
be considered apart from the general question of fiscal relations
which is one of the questions under investigation by the Indiar;
States Committee " (i.e. the Butler Committee). That Committee
recommended in their Report acceptance of the principle of the
Resolution. Effect has not been given to this recommendation and
the Princes have not failed to make emphatic representations to us
on the subject. In 'th'ese circumstances, we are under the necessity
of expressing an opinion whether the major concession should be
extended to all members of the Chamber of Princes as well as
whether any concession at all should be continued under Federation,

496. With regard to the first question, it is important to remember
that, when the Butler Committee issued its Report, the States were
. their claim to a share of the customs revenue collected at
dian ports on the ground that they were contributing to
this revenue 01 the same basis as British India, though they them-
selves had no voice 1n determining tariff policy and derived no
penefit from their contribution. This was recognized by the Princes
when the Standing Committee of the Chamber met the Viceroy in
informal conference at Poona in June, 1929. It was then put on
record “ that the relief proposed in paragraph 88 of the Indian
States Committee Report was of an ad interim and immediate
character. If and whf:n all States were to obtain a share in the
ial Customs duties as a result of the investigations of the

m er N . o . .
gxg; +t Committee, these special privileges to the Princes personally

would of coursé disappear.”

427. The “ expert Committee "’ mentiongd above was in fact never

appo nted, owing to the acceptance of the idea of Federation at the

Table Conference. We do not suggest that to secure a voice

in the fixing of tariffs and in the approgriation of the customs revenue,

which would follow from Federation, 1s th_e same thing as to receive

{ that revenue, but the connection between the two 1s so

make it impossible to ignore the recorded minute of the
VicerOY'S conference at Poona.

498, There are, however, certain more definitely practical aspects
of the matter W_hic_h hgve to be considered. It has been represented
to us that the distinction drawn under the present practice between
different categories of Rulers 1s 1pV1d10us. That is undoubtedly
the case, put we have to determine what would be the effect of
removing the q;ycmqtlon. . There are now 109 members of the
Chamber of Princes in their own right, a number which is lable

and if all those members were granted the major con-

'ncrease, . . . :
2‘; s;ion demanded, 1t would be difficult to resist the claims of members
F4
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elected by groups of lesser States, or indeed of all Rulers of such
States. In effect there is no saying with whom the concession would
end. The concession, limited though it now is, operates with some
measure of hardship to Indian traders and merchants, particularly
to importers of luxury articles. If it were extended in the degree
desired, that hardship would assume very serious proportions.
Moreover, it is even now not easy for the Customs department to
decide, in respect of the articles imported by Rulers enjoying the
concession, what should and what should not be admitted free of
duty. An extension of that concession to the extent demanded
would be a source of grave embarrassment to the department and
would increase the cost of its administration. It is difficult to
estimate the effect of the extension upon the customs revenues

but it could not fail to make an appreciable difference to the federal
budget.

429. A number of Princes have laid arguments before us which
might have great force if it were a question of extending the con-
cession to one or two individual Rulers only. But we are convinced
that this would be both impracticable and unwise. In view of all
the circumstances we find it quite impossible to recommend any

extension to other Princes of the concession now enjoyed by Rulers
with salutes of 21 and 19 guns.

430. With regard to the question whether both or cither forms of
the concessions now enjoyed should be continued at all, several
factors have to be considered. The fact that the major concession
is limited to eleven highly responsible Rulers is in itself a guarantee
of great importance, as is proved by information furnished to us
that the loss occasioned by that concession amounts to no more
than from two to three lakhs of rupees per annum. The loss to the
customs revenue occasioned by the minor concession is not ascertain-
able, for the reason that it is impossible to say what dutiable articles
may be contained in the personal effects of Rulers re-entering India,
but obviously the very limitations of the concession preclude the
possibility of any serious loss. It is also essential to bear in riind
that the major concession was granted to Rulers with 21 and 19 gun
salutes seventy-one and forty-four years ago respectively, and is
regarded by them as an important recognition of their rank and
dignity. The minor concession is also much valued by the seventy-

six Rulers enjoying it as a graceful acknowledgment of their position
in India.

431. In our opinion the above-mentioned reasons constitute a
strong argument for continuing both the existing concessions, with
the limitations to which they are now subject, but we could not
recommend this course unless the major concession were at the same
time extended to the represcntative of the King-Emperor, the

Viceroy and Governor-General, who embodies in his own person
the authority of the Paramount Power,
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432. We are also strongly of opinion that the minor concession,
now enjoyed by Rulers in possession of permanent salutes of not
less than 11 guns, should be extended to all Governors of Provinces

on entry into India to take up their appointments as such, and on
return to India from leave of absence.

433. We understand that our recommendations would require
legislation to make them effective, and, if they are adopted, we think
that the opportunity should also be taken of constituting the.
Viceroy the sole judge in the event of any dispute arising in connexion

with the concessions and of making his decision upon it final and
conclusive,

Summary of Conclusions and Recommendations.

Posts and Telegraphs.—We are unable to recommend acceptance
of any claims by States to share in the profits, if any, of the depart-
ment. We are of opinion that all such receipts must accrue to and
be retained by the Federal Government (para. 388).

In view of principles already accepted by the Government of
India, we have no recommendations to make in regard to the
‘“ guarantee system” (paras. 389-390), the banking operations
carried on by the postal department (para. 391), or the mail robbery
rules (paras. 392-393).

We have arrived at the conclusion that the maintenance of
separate postal systems by certain States (Appendix VII, Schedule A)
constitutes a privilege of a political and sentimental nature rather

than an immunity to which a cash value could be attached (paras.
396-398).

Free grants of service stamps are made to certain States for

official correspondence up to an aggregate value of Rs. 3,12,385 per
annum (Appendix VII, Schedule B). We recommend (para. 401)
that :—

(1) No extension of the concession should be made to any
“State which is not at present in enjoyment of it.

(2) In the case of States which are now enjoying the con-
cession :—

(@) no increase in the present valne of the concession
should be made unless the right to demand such an increase
is specifically conceded under existing arrangements ;

(b) where the existing arrangements provide for a con-
cession on a varying scale, steps should be taken, by negotia-
tion with the States, to substitute a fixed figure.

(3) Existing concessions should be treated as immunities and,
where there is no scope for setting them off against special
contributions, endeavour should be made, by negotiation with

the States concerned, to extinguish them in return for a cash
composition,



162

Privileges enjoyed by certain States in regard to free carriage of
their official correspondence cannot be arbitrarily withdrawn, but
should be treated as immunities (para. 402). The aggregate value

of these immunities has been estimated at Rs. 7,14,640 (Appendix
VII, Schedule C).

After scrutiny of the privileges enjoyed by certain States in
respect of telegraph systems we are of opinion that these cannot
justifiably be treated as immunities. (Paras. 403-406.)

Coinage and Currency—We are unable to recommend any accept-

ance of claims for distribution of currency profits among federatin
units, (Paras. 408-409.) § 8

We examine the question whether the privileges enjoyed by
certain States in respect of the issue of their own currency should
be treated as immunities on the ground that they may limit, by
competition or restriction, the free circulation of the federal currc'ncy.

After full consideration of the potentialitics of currency issue as
a source of profit we are not prepared to recommend that rights to
issue metallic currency should be classified as immunities, but are
unable to take the same view of a case where currency notes are
also issued. In the case of Hyderabad, the only State in possession
of this double right, we recommend that it should be treated as an
immunity. On the basis of population and active note circulation
we attach to this immunity a cash value of approximately Rs. 17
lakhs per annum. (Paras. 410-411)

We also recommend that in any case where the re-opening of
mints closed under past agreements for a definite term of years
or the continued issue of metallic currency may be considere(i
inimical to the interests of the federal currency, efforts should be
made to arrange by negotiation, that such operations should be
confined within purely nominal limits or to the production of coins
intended for ceremonial as opposed to currency purposes (para. 412).

Land Customs and Transit Duties—We agree with the 'Peel
Committee that it is impossible for States to abolish immediately
or in the near future the land customs barriers which most of them
maintain and that it would be unjustifiable to attempt to buy out
such rights at the cost of federal revenues. In these circumstances
and having regard to the grievances arising out of existing anomalieé
and inequalities, we are inclined to favour the removal of restrictions
on the levy of land customs duties in the relatively few cases where
such restrictions are in force. But, apart from the retrograde
and anti-federal implications of such a measure, we e“te\’taingmis-
givings as to the consequences which might ensue from the possible
erection of protective barriers. In so far, therefore, as we zll)re able
to formulate any recommendation, it is to the effect that pending
the attainment of the ideal of universal internal free trade
relaxation of existing restrictions should be permitted only in
cases where there is no room for doubt that such action would be
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cal conditions and would not involve risk of serious

jusl‘iﬁed by lo outside the territory of the State concerned

repercussions&g)trade
(paras. 413—-11 re.cémmend any abrogation of existing arrangements

‘e do n1(')tion of the taxation of salt by States or for the abolition
o o a'bodl ties. But al compensation payments now made to
of transit du ect' of such arrangements should, in our opinion, be
Statﬁesdma:esifnmunities (paras. 420-421), For reasons givefi -
trea

422 it has not been possible to prepare a schedule detailing the
ara. 42

cerned.

avments con . o

P Concessions 1 respect of Sea Customs. For reasons

Cou(tesyams 28-429 we are unable to recommend any increase
jven 1n pards.

lers of Indian States who at present enjoy ()
in the r}g;n E«Srrlc%fssﬁlrlxeof importing firee of customs duty all goods
the maj

onal use, or () the minor concession of passing

inte.nde(éri%rngllelgff%ec?s, through the customs free of duty when
their p

: i abroad.

returning 0 Indli;fffhfz continuance of both concessions on the

we recommgnt only subject to the condition that the major one
existing Scalei) uex’cended to the Viceroy and Govemqr-General.
should 1O : te the extension of the min.or concession to a_ll
We also advfocgrovinces on entry into India to take up their
Governa ™ (t) or on return from leave of absence (paras. 431-432).
appointmeh ) commend that the opportunity sl}opld be taken of

We ﬁf(r.thgei}:: Viceroy as the sole and final deciding authority In
constitutint

fan rising in connection with these concessions
a
the event 0

(para. 433).

y dispute @
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CHAPTER IX.—CONCLUDING CHAPTER

43:11. In Chapters III to \III}?IO“]V“GCFOW
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imposed by one party upon the other, but rather to suggest terms
which, in our opinion, could be fairly and reasonably accepted by
both parties as the basis of a mutual and voluntary association with
one another, We assume & desire on the part of each to enter into
an association, provided such a basis can be found, and our endeavour
has been to do justice between them after taking into account

ascertained existing rights.

Federation and the political evolution of India.

Federation between the States and British India
cannot be achieved by compulsion, it is clearly a necessary stage in
the political evolution of India, and the operation of forces beyond
the control of cither party must inevitably cause them to draw
closer to one another. These forces, as we have already pointed
out, are in the main economic, and we cannot doubt that it is in
some form oI other of Federation that a remedy for the economic

rievances of the States in particular will most satisfactorily and
ofiectively be found. The task of formulating a scheme for this
purpose would be infinitely easier if it could have been begun upon
a clean sheet; but the course of history during the last 150 years
has brought into existence an intricate network of relationships
between the two parties, the unravelling and readjustment of which
must be accomplished before any advance can be made. Both

olitical and financial factors are involved in this process. With
the first we are not concerned ; our Terms of Reference are confined
to the financial relations between the States and British India, and
in our survey of this field we have endeavoured to cover the whole
of the ground and to make our recommendations as comprehensive
and complete a$ possxble.

437. But though

The States not a collective unit.

438. We are faced at once with the difficulty that the States are
not 2 political unit like British India, _and cannot therefore be dealt
mmendations are intended to provide

wi as a Whole. N . .
with the making of individual settlements with each

the material for

State on its entry into ‘Fec.ie.ration“on the basis of a balance sheet
which takes account of individual ‘“ credits "’ and " debits.” There
would in any event be no short cut to a_settlement with the States
ing them collectively, for they will necessarily enter Federa-
and individual agreements with the Paramount
i which a number of varying factors, historical,

r. in the making of wh i
Powe .. will have to be taken into account. It is

- that it is possible to speak of .
ly in a very general sense p : peak of the™
ggnz’mon interests of the States as contrasted with the interests of

British India.



166

Difficult i i
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e found that some St :
to a credit in respect of sums paid in cash to the Piﬁzinifnf I;)tltled
in the form of tributes so-called. Certain other States have o
muted their Jiability for these contributions by lump sum pa nfom-
or the cession of territory ; and we hold that these States a?e Z uex{lts
entitled to claim a credit in respect of the value of these Sumsqoa Sf'
that territory, however it may be calculated, as the equivalent rfo
cash contribution. ~ But there are many States making no diO i
contribution, and even as between the contributing States rf?}g
incidence is arbitrary and unequal. Under the second head ¢
e found that there are States which, by virtue of treaty i e
or otherwise, pay nothing towards central salt or customs reven%e °
while others do so; and that some also enjoy certain immunitiesé

which others do not. Thus neither benefits

of less importance, h o
nor burdens are evenly distributed between the States themselves.

Under the first head we hav

Principles of adjustment of contributions and immunities in
the case of individual States.

a is mainly concerned with the aggregate of the
States’ contributions and jmmunities, and not with their uneven
incidence as between the States inter se. The States, how-
ever, must enter Federation as separate units, and a balarice
sheet will, therefore, be required in the case of each individual
Gtate. Here certain difficulties require consideration. In the
first place, it is clearly impossible to set off the debits of one
State against the credlts‘of a}nother. In the second place, though
it is natural and indeed mgvxtable that a State’s credits should be
set off against its own debits, there are some States who have only
credits and other only debits to their account. It is scarcely to be
ed that a State will be willing to enter Federation if it has
Jose and nothing to gain, as must clearly be the case if it
debited with the full value of its immunities and has no
credits on the other side of the account. These immunities or
rivileges are in the great majority of cases secured to the State by
Treaty, and We are not prepared to recommend that a State should
be compelled to choose between exclusion from Federation and
complete surrender of its existing rights. The anomalies of the
resent situation have their roots in the past, and their existence
b st be recognised. Central revenues will not be affected thereby
greater extent than they are at present, and this is clearly
formity will not only fail to advance

here insistence upon uni
f Federation but might gravely prejudice it.

r, intend to suggest that a State which
he enjoyment of privileges or
sistent with the federal ideal
of tribute or other contribu-
{ a feudal character or are
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unknown in other federations, We recommend, therefore, that,
whenever it is proposed to remit a contribution of this kind, the
value of any privilege or immunity from ordinary federal burdens
shall be set off against the proposed credit and no remission or
payment made unless the credit exceeds the debit, and then only
to the extent of the balance. In one case only we do not recommend
the application of this principle, namely, that of cash contributions
in excess of five per cent. of the revenue of a State. The remissions
which we have recommended in this case are intended to be imme-
diate, that is to say, prior to Federation, so that no question of
“ credits ’ and “ debits " arises in regard to them.

Application of principle illustrated.

444. Three illustrations of possible cases will make clear the
manner in which our recommendations would work out. Thus (—
(i) State A. pays a cash contribution of Rs. 10 lakhs and
enjoys no immunities. State B. enjoys an immunity valued

at Rs. § lakhs and pays no cash contribution.
State B.’s Rs. 5 lakhs cannot be set off against the cash contribution
of Rs. 10 lakhs payable by State A. The Rs. 10 lakhs payable by
State A. will be remitted by instalments, entirely irrespective of

whether State B.’s immunity is continued or not.

(i) State C. is entitled to a credit of Rs, § lakhs annually
on account of a cash contribution ; it also enjoys immunities
of the annual value of Rs. 3 lakhs.

The maximum remission to which State C. will be entitled will be
Rs. 2 lakhs so long as the value of its immunities remains unchanged.

(iii) State D. is entitled to a credit of Rs. 4 lakhs annually
on account of ceded territories; it also enjoys immunities of
the annual value of Rs, 10 lakhs.

State D. will continue to enjoy its immunity, but will receive nothing
on account of ceded territories so long as the value of the immunity
is not less than Rs. 4 lakhs annually. “

. Effect of Recommendations on Federal Budget.

445. Our recommendations, Dhowever, involve the progressive
extinction of credits and the acceptance of liabilities at the cxpense
of federal revenues, in the case of cash contributions (on the
assumption that they are placed at the disposal of the Federation)
by their gradual remission, and in the case of ceded territories by
direct payments from the Federation to certain individual States.
Thus the cash contributions from the States would be a diminishing
receipt, while the payments in respect of ceded territories would for
a term of years be an increasing liability on federal resources. Again,
there are States which enjoy immunities at the expense of federal
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revenues, which they have shown little inclination to relinquish,.
even in return for cash compensation. On the figures so far as we
have been able to ascertain them (apart from those which we have
made no attempt to estimate, such as the contributions of the States
towards defence as represented by the Indian States Forces), the
gross amount of the cash contributions of the States to federal
revenues will not in any circumstances exceed Rs. 63 lakhs (or
Rs. 89 lakhs, taking into account contributions now allocated to
special or local purposes). These figures are arrived at after deduction
of the immediate remissions (approximately Rs. 12 lakhs) which we
recommend, and we have proposed that the balance, apart from
the contributions for special or local purposes, should be pro-
gressively reduced at least pars passu with the return of the proceeds
of income tax to the provinces. The cash contributions will not,
however, be entirely extinguished so long as any immunities remain
outstanding in account with the contributing States. At the same
time the entry into Federation of certain States would under our
recommendations entitle them to receive, pari passu with the
extinction of cash contributions, annual payments on account of
ceded territories which might amount ultimately to approximately

Rs. 37 lakhs,

446. But a number of States will continue to enjoy immunities-
and privileges at the expense of the Federation without making
any equivalent contribution in return. Thus not only do our recom-
mendations provide only a partial remedy for the existing want of
uniformity of contribution, but they also contemplate the imposition
on federal revenues of a burden which does not fall upon the
central revenues of the Government of India as constituted to-day.
It is impossible, for reasons explained in the earlier chapters, to-
state the exact sum which this additional burden represents, but
we estimate the ultimate figure at approximately Rs. 1 crore per
annum, This, however, is a gross figure. As shown in para. 443,
certain States enjoying immunities will continue to pay cash con-
tributions so long as their immunities remain. On the other hand,.
we have made recommendations with respect to immunities which,.
if accepted, would result in a substantial addition to federal revenues.

447. 1t is right, however, to point out that the impossibility of
securing uniformity in the first stages of Federation was fully recog-
nised in the proceedings of the Round Table Conference, and our-
recommendations have gone as far in the direction of securing it as we
believe to be practicable. The proposals of the Conference indeed
definitely included the remission to the States of some Rs. 70 lakhs.
per annum under the head of cash contributions and envisaged the
possibility of a further liability on account of ceded territories. It
may also be pointed out that the States will, as federal units, bear
their share of this burden, and that it will not fall exclusively on the.

provinces of British India.
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS.

CHAPTER III.—CASH CONTRIBUTIONS.

ter with the type of contribution generally

We deal in this chap
the Paramount Power (paras. 34 and

known as tribute, payable to

37).
They fall into two categories \—
(1) Those imposed or negotiated by British authority ;

(2) those transferred by or inherited from previous suzerain

powers or overlords (para. 41).
Under (1) we distinguish five classes, the first three comprising
tributes arising from suzerainty, or obligations of a military character

the last two from the restoration or grant of territory, or the main-
tenance of local corps, police, etc., for special and local purposes

(para. 42).

Under (2) we distinguish t
tions acquired by conquest or
by treaty (para. 43).

The contributions 2
principle of uniformity of co
than any argument from feudal a

remission (paras. 63-64).
for remission contributions falling under the first

We recommend :
three classes which are not in return for material assets or for
(para. 65).

special or local purposes

We hold that territory, as opposed to land held as private pr
should not be considered a ‘* material asset,”” and we regor(;xpnfiz%
that the fourth class of contributions be included for remission
with the first three classes (para. 71).

We find that contributions for special or local purposes require
in general, further examination and decision on principles indicated,
but we have provisionally classed them for remission, with the
exception of the contribution from the State of Baroda, paid and
used for the police of the tributary areas (paras. 73-75)’,

We also recommend for remission contributions acquired by

conquest or lapse (para. 76).
igned tributes specified in Appendix ITI

We recommend that the assi
Class (7) should revert to the States which assigned them pars passu

with the remission of those directly acquired (paras. 82-83).

wo classes, the first comprising contribu-
lapse, the second, contributions assigned

re, in general, not of a feudal nature, and the
ntribution to federal resources, rather
nalogies, provides ground for
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We regard inter-State tributes as anti-federal and express the hope
that they will disappear (para. 81).

We recommend also :—

that fluctuating tributes should be stabilised at their present
figures, and that the conditions attached to certain other
tributes already remitted should be removed or relaxed (paras.
84-85) ;

that the securities representing the amounts paid for
capitalized tributes should be returned pari passu with the re-
mission of annual payments (para. 86) ;

that immediate relief should be given by the remission of
the amount of any contribution which is in excess of 5 per
cent. of the total revenues of the State which pays it (para. 88) ;
that the remaining payments should disappear, at least
part passu with the income tax contributions from the Pro-
vinces, but that a moiety should be extinguished at the latest

in ten years from federation, and the whole within twenty
years (para. 90).

We estimate that the immediate relief will amount approxi-
mately to Rs. 12 lakhs a year, and that the net amount excluding
these Rs. 12 lakhs, but including contributions in respect of local
corps which will rank for remission, will not exceed Rs. 63 lakhs
a year. If the savings resulting from disbandment of local corps are

set off against the remissions, the total net cost to Government
will be Rs. 59 lakhs a year (para. 89).

CHAPTER IV.—CEDED TERRITORIES.

We have, in accordance with our Terms of Reference, taken into
consideration only territories ceded by States in return for specific
military guarantees, and cases of cessions ejusdem generis (para. 91).

We have found certain cessions of territory by Hyderabad, Baroda,
Gwalior, Indore and Sangli to be within our Terms of Reference,
and have identified the territories in each case except that of Indore,
where, for reasons which we explain, identification is unnecessary
(paras. 107, 122, 141, 148, 157-159).

We have considered the valuation placed upon these territories
by the Special Committee appointed for the purpose by the Govern-
ment of India, but we have been unable to use the results (paras.
100-101).

We have considered alternative methods of valuation suggested
by the States, but have been unable to accept them (paras. 102-104).

We adopt, with certain modifications, the net value at the date
of cession as the basis of our recommendations (para. 105).
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After giving an account of the history of the cessions which
have been made by the above five States, we recommend that

the following annual credits be allowed in respect of the territory
ceded by the undermentioned States.

Rs. in lakhs.
Baroda 22-98 (para. 132).
Gwalior . 11-78 (para. 146).
Indore 1-11 (para. 151).
Sangli

1-10 (para. 162).

In the case of Hyderabad we recommend no such credit, as the

State has asked that the military guarantee for which it ceded
territory may instead continue in being (para. 118).

We recommend that the annual credits which we have proposed
should become effective in the adjustments with the States in
question pari passu with the reduction of the contributions to be
paid by the provinces to Federal revenues (para. 164).

CHAPTER V.—MISCELLANEOUS CONTRIBUTIONS.

Our conclusions and recommendations are :—
in regard to :—

(i) Indian States Forces, that the financial adjustment
should be deferred until after Federation (para. 173) ;

and in regard to :—

(ii) railway lands, (iii) cantonments and civil stations;

. (iv) excisable commodities, and (v) “lapsed inams” and
similar cash payments in the Bombay Presidency, that the

" grievances at present felt by the States can be removed by
the specific measures which we have suggested and that
thereby all claims under these heads can be disposed of

without any financial adjustment as regards federal revenues
(paras. 174-199) ;

and in regard to :(—

(vi) other miscellaneous cash payments (towards main-
tenance of roads, medical relief and Thana administration),

that these raise no financial question affecting Federation
(paras. 200-202).

We have not therefore placed a cash value for the purposes of
financial adjustment on any of the various contributions which the
States claim to be making under the above heads.
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CHAPTER VI.—SALT.

In the introductory paragraphs of this Chapter (paras. 203-208)
we have given some account of the magnitude and origins of India’s
salt supply, the system of its taxation and the financial importance
of this feature of the Indian fiscal system, it being estimated by the
Federal Finance Committee that the net receipts from salt taxation
should amount to Rs. §55 lakhs, or about 64 per cent. of the
estimated federal revenues.

We also show (paras. 209-214) how between 1870 and 1885
the Government of India, by a series of Agreements with salt-
producing States, were able to establish a practical monopoly of
production and to remove the customs barriers previously main-
tained against States. Reference is made (paras. 211-214) to the
principles adopted for purposes of those Agreements and to their
effect upon the States concerned, which has in some instances
given rise to a sense of grievance which still exists.

We describe at some length (paras. 228-235) the special cases
of the States of Kathiawar and of Cutch, whose Agreements
subjected them without compensation to very definite restrictions
in regard to the output and sale of salt, but who contribute nothing
towards the central salt revenue.

Except in the cases of States in Kathiawar and Cutch, we sece no
ground for recommending any immediate revision of existing
Agreements. The question of revising other Agreements will be for
consideration in due course by the Federal Government, which may
deem it desirable to arrange that salt sources closed or restricted
under the present Agreements should be reopened in order to
diminish the importation of foreign salt and to rid itself of com-
pensatory liabilities (paras. 215-218).

To the extent that certain States, or their inhabitants, would
under existing arrangements be exempt from contributing to
federal revenues through the incidence of the salt tax, we find
that they are undoubtedly in enjoyment of immunitics. These
immunities, as calculated by us (Appendix V) amount in all
to Rs. 46,068,057, of which Rs. 7,90,906 relates to Kathiawar and
Cutch. In making these calculations we have carefully scrutinized
the salt Agreements with a view to excluding compensatory or
other payments which, in our opinion, do not rank as salt immuni-
ties (paras. 219-222), though, as will appear from Chapter VIII,
some of them constitute immunities of another kind.

In regard to Kathiawar and Cutch we suggest (paras. 228-235)
that all existing restrictions on the manufacture and marketing of
salt should be removed, subject to the condition that the States
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concerned should permit collection of the federal salt duty by federal
officers at the source of manufacture, together with the application
of such administrative regulations as are common to the maintenance
of salt works and the movement of salt throughout India.

CHAPTER VIIL—SEA CUSTOMS AND PORTS.

After setting out some of the difficulties in the way of bringing
the views of the States with regard to their ports into harmony
with the requirements of Federation, we give a general account of
all the ports belonging to the maritime States (paras. 239-250).

The Treaty rights of Travancore and Cochin in the port of Cochin
are described, with special reference to the Inter-portal Convention of
1865 and the Four-party Port Agreement of 1925 (paras. 251-2685).

We examine a claim by Travancore under the Convention of 1865,
and give our reasons for being unable to regard it as giving rise to
“ ascertained  existing rights” within our Terms of Reference
(paras. 266-274).

We note the value to Travancore and Cochin at the present time
of their ascertained rights under the Agreement of 1925 and draw
attention to various factors which may substantially affect that
value in the near future (paras. 275-283).

After a general description of the Kathiawar peninsula, we give
the history of the Viramgam Line, of its abolition in 1917, and of
its reimposition in 1927 after the failure of the Mount Abu conference.
The action taken by the Government of India on the representations
submitted by Nawanagar, Junagadh, Morvi and Porbandar after
the reimposition of the Viramgam Line is also described (paras.
284-311).

An account is given of the special Treaty rights of Bhavnagar
(paras. 312-317).

An account is given of the physical characteristics and trade of the
ports of Bhavnagar, Jafarabad, Verawal, Mangrol, Porbandar, 01_<ha,
Bedi Bandar and Navlakhi, and of the value of the customs collections

retained by them since the reimposition of the Viramgam Line
(paras. 318-336).

We give an estimate of the yield of customs collections by the
maritime States of Kathiawar on alternative assumptions:—
(1) that the Viramgam Line is maintained as at present, (2) that the
Line is wholly abolished and (3) that the Line is advanced so as to

divide the inland States from the maritime States of Kathiawar
(paras. 337-345).

We survey the existing position in regard to certain other maritime
States outs_lde Kathiawar, viz., Cambay, Janjira, Savantwadi, Cutch
and Sachin (paras. 346-355).

We examine certain special claims by Baroda (paras. 356-360).
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The special cases of the Treaty claims and rights of Hyderabad

and Kashmir are dealt with (paras. 361-368.)
We explain the difficulty of making any estimate at the present
time of the value of the existing rights of maritime States (paras.

369-374).

We recommend that negotiations should be begun for the purchase
of the rights of Travancore and Cochin in Cochin port and that
steps should be taken to adjust the difficulties which arise from the
present divided ownership and jurisdiction of the port (paras.

375-379).
For reasons stated in paragraphs 380-381, we find ourselves

unable to recommend that any offer should be made at the present
time for the acquisition of the customs rights of port owning Statcs.

We express the opinion that the ideal of a true Federation is difficult
to reconcile with the retention by any federal unit of customs duties
collected at its ports, but we recognise that no maritime State is
likely to relinquish this right (paras. 380-381).

In order that no maritime State may be thereby prevented from
entering Federation we recommend for consideration a compromise
arrangement under which such States would be enabled to retain the
duties on goods imported through their own ports for consumption
by their own subjects. We recognise that no such arrangement could
be made, except with the consent of the State concerned, where its
effect would be to curtail Treaty rights (para. 382).

We discuss the methods by which such an arrangement could be
made effective, and the question whether it would necessarily
involve any measure of inspection or supervision of customs adminis-

tration by federal authority (para. 383).

CHAPTER VIII—MISCELLANEOUS IMMUNITIES. .

Posts and Telegraphs.—We are unable to recommend acceptance
of any claims by States to share in the profits, if any, of the depart-
ment. We are of opinion that all such receipts must accrue to and
be retained by the Federal Government (para. 388).

In view of principles already accepted by the Government of
India, we have no recommendations to make in regard to the
‘“ guarantee system ' (paras. 389-390), the banking operations
carried on by the postal department (para. 391), or the mail robbery
rules (paras. 392-393)

We have arrived at the conclusion that the maintenance of
separate postal systems by certain States (Appendix VII, Schedule A)
constitutes a privilege of a political and sentimental nature rather
than an immunity to which a cash value could be attached (paras.

396-398).
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Free grants of service stamps are made to certain States for official
correspondence up to an aggregate value of Rs. 3,12,385 per annum
{(Appendix VII, Schedule B). We recommend (para. 401} that :—

(I) No extension of the concession should be made to any

State which is not at present in enjoyment of it.
(2) In the case of States which are now enjoying the con-

cession (—

(a) no increase in the present value of the concession
should be made unless the right to demand such an increase
is specifically conceded under existing arrangements ;

(b) where the existing arrangements provide for a con-
cession on a varying scale, steps should be taken, by negotia-

. tion with the States, to substitute a fixed figure.

(3) Existing concessions should be treated as immunities and,
where there is no scope for setting them off against special con-~
tributions, endeavour should be made, by negotiation with the
States concerned, to extinguish them in return for a cash

composition.
Privileges enjoyed by certain States in regard to free carriage of

» their official correspondence cannot be arbitrarily withdrawn, but
The aggregate value

should be treated as immunities (para. 402).
of these ilnmunities has been estimated at Rs. 7,14,640 (Appendix

VII, Schedule C).

After scrutiny of the privileges enjoyed by certain States in
respect of telegraph systems we are of opinion that these cannot
justifiably be treated as immunities. (Paras. 403-406.)

Coinage and Currency.—We are unable to recommend any accept-
ance of claims for distribution of currency profits among federating
units, (Paras, 408-409.)

We examine the question whether the privileges enjoyed by
certain States in respect of the issue of their own currency should
be treated as immunities on the ground that they may limit, by
comfpetition or restriction, the free circulation of the federal currency.

After full consideration of the potentialities of currency issue as a
source of profit we are not prepared to recommend that rights to
issue metallic currency should be classified as immunities, but are
unable to take the same view of a case where currency notes are
also issued. In the case of Hyderabad, the only State in possession
of this double right, we have to recommend that it should be treated

as an immunity. On the basis of population and active note circula-
tion we attach to this immunity a cash value of approximately

Rs. 17 lakhs per annum. (Paras. 410-411.)

We also recommend that in any case where the reopening
of mints closed under past agreements for a definite term
of years, or the continued issue of metallic currency may be
considered inimical to the interests of the federal currency, efforts
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should be made to arrange by negotiation, that such operations
should be confined within purely nominal limits or to the production

of coins intended for ceremonial as opposed to currency purposes
(para. 412).

Land Customs and Transit Duties.—We agrec with the Peel
Committee that it is impossible for States to abolish immediately
or in the near future the land customs barriers which most of them
maintain, and that it would be unjustifiable to attempt to buy out
such rights at the cost of federal revenues. In these circumstances,
and having regard to the grievances arising out of existing anomalies
and inequalities, we are inclined to favour the removal of restrictions
on the levy of land customs duties in the relatively few cases where
such restrictions are still in force. But, apart from the retrograde
and anti-federal implications of such a measure, we entertain mis-
givings as to the consequences which might ensue from the possible
erection of protective barriers, In so far, therefore, as we are able
to formulate any recommendation, it is to the effect that, pending
the attainment of the ideal of universal internal free trade,
relaxation of existing restrictions should be permitted only in
cases where there is no room for doubt that such action would be
justified by local conditions and would not involve risk of serious

repercussions on trade outside the territory of the State concerned
(paras. 413-419.).

We do not recommend any abrogation of existing arrangements
for the abolition of the taxation of salt by States or for the aholition
of transit duties. But all compensation payments now made to

States in respect of such arrangements should, in our opinion, be
treated as immunities (paras. 420-421),

: For reasons given in
para. 422 it has not been possible to prepare a schedule detailing the
payments concerned.

Courtesy Concessions in respect of Sea Customs.—For reasons
given in paras. 428-429 we are unable to recommend any increase

in the number of Rulers of Indian States who at present enjoy (a)
the major concession of importing free of customs duty all goods
intended for their personal use, or (b) the minor concession of passing

their personal effects through the customs free of duty when
returning to India from abroad.

We recommend the continuance of both concessions on the
existing scale, but only subject to the condition that the major one
should now be extended to the Viceroy and Governor General.
We also advocate the extension of the minor concession to
all Governors of Provinces on entry into India to take up their
appointments or on return from leave of absence (paras. 431-432).

We further recommend that the opportunity should be taken of
constituting the Viceroy as the sole and final deciding authority in

the event of any dispute arising in connection with these concessions
(para. 433).
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CHAPTER IX —CONCLUDING CHAPTER.

We regard our recommendations as applicable only for the pur-
poses of a financial adjustment between the States and British
India on their entry into Federation, and not for any other purpose
(para. 435).

We have found it impossible to make recommendations pro-
viding for a uniform distribution of benefits and burdens either

between the States and British India or between the States them-
selves (paras. 439-441).

We find that the financial adjustment with the States must take

the form of a separate settlement with each State on its entry
into Federation (para. 442).

We recommend that the settlements with individual States should
be made on the principles which we have proposed in the foregoing
Chapters ; but that, whenever it is proposed to remit an existing
cash contribution or to give credit for the cession of territory, the
value of any privilege or immunity enjoyed by the State in question
should be set off against the proposed remission or credit ; and that
no remission or payment should be made unless the credit exceeds
the debit, and then only to the extent of the balance (para. 443).

We except from the above recommendation the case of cash
contributions when in excess of 5 per cent. of the revenue of a

State. This excess we propose should be immediately remitted
(para. 443).

We are unable to give the aggregate annual value represented
by the immunities and privileges which a number of States will
continue to enjoy without making any equivalent contribution in
return. We, however, estimate that our recommendations would
impose on federal revenues an ultimate gross burden of approxi-
mately Rs. 1 crore per annum additional to that borne by the
central revenues of the Government of India to-day. This figure,
however, would be liable to a substantial reduction by reason of
the set-off which we recommend, and of any increase in federal

revenues resulting from recommendations which we have made in
the field of immunities (paras. 445-446).
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APPENDIX 1.

Extract from Report of Federal Finance Sub-Committee of Federal Structure
Committee of Indian Round Table Conference, September—December, 1931.

16. Provincial Contributions.—We have, subject to certain reservations,
proposed the allocation to the Provinces of the proceeds of taxes on Income,
without, so far, any corresponding reinforcement for the Federal Government.
1f the Expert Committee unexpectedly found that Federal resources were such
as to give a secure prospect of recurring revenues sufficient to meet this loss
immediately (and also a loss in respect of the heads dealt with in paragraph
17 below), many difficulties would, of course, be removed. But, on the
provisional basis set out in paragraph 4, we are bound to assume that there
may be a substantial Federal deficit, due to the allocation of Income-tax to
the Provinces. The deficit, in so far as it arises from the above cause, should,
we suggest, be met by Contributions from the Provinces, to be divided between
them either on the basis of their respective revenues or of population, or
according to some other defined method. The Expert Committee should
consider what is the most appropriate basis. This basis need not necessarily
be the same as that on which the Income-tax proceeds are distributed.
Differentiation between the two methods might be used as a means of partially
adjusting the burden on Provinces which are specially hard hit by the existing
distribution of resources between them.

We further propose that, not merely should it be the declared object of
the Federal Government, as its position improves, to reduce and ultimately
extinguish these Contributions, but the constitution should specifically pro-
vide for their extinction by the Federal Government by annual stages over a
definite period, say, ten or fifteen years.

17. States’ Contributions.—In the scheme proposed above, the Federal
burdens will be spread over all the Units of the Federation in a precisely
similar manner except for :—

(a) The above-mentioned Contributions from the Provinces, until such
time as they are finally abolished ;

(b) such direct or indirect contributions as are, or have been, made
by certain States, of a kind which have no counterpart in British India ;
and

(¢) varying measures of immunity in respect of Customs and Salt
enjoyed by certain States.

We now turn to consider what the States’ contributions are, or may be ;
but,’at the outset, we would lay down the general principle that, subject to
certain exceptions specified below, the direct or indirect contributions from
the States referred to at (b) should be wiped out pari passu with the Pro-
vincial Contributions mentioned in the preceding paragraph.

18. Cash Contributions from States and Ceded Territories.—The direct or
indirect contributions from the States just referred to may arise, or are alleged
to arise, under the following heads :—

(i) cash contributions ;
(ii) value of ceded territories ;* and
(iii) contributions in kind for Defence by the maintenance of State
Forces.

(i) Cash contributions from States (till recently known as tributes) have
arisen in many different ways, and it has been impossible for us to examine
the cases of individual States, Nevertheless, we think that there is, generally
speaking, no place for contributions of a feudal nature under the new Federal
Constitution ; and only the probability of a lack of Federal resources at the
outset prevents our recommending their immediate abolition. We definitely

» This term does not include the leased territory of Berar,
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propose that they should be wiped out pari passu with the Provincial Contri-
butions discussed in paragraph 16 above. Meanwhile, there seem to us to be
certain cases in which real hardship is inflicted by the relative magnitude of
the burden of the cash contributions; and we suggest that it might be
possible, without excessive loss being thrown on the Federal Government,
to remit at once that part of any contribution which is in excess of 5 per cent.
of the total revenues of a State. Apart from this, the circumstances under
which the contributions have been levied vary so much that it is necessary
for the Expert Committee to undertake {what it has been impossible for us
to execute) a detailed examination of each individual case, and, with the
above general principles in mind, to express an opinion as to what would be
equitable treatment for each of the States in question.

(ii) Without the necessary statistics, we are unable to investigate in detail
the claim of the States that, through having ceded territory, some of them
will be liquidating a liability in respect of Federal burdens.  Here again we
propose that the Expert Committec should examine the whole question, and
pronounce an opinion as to the equities in each individual case.

19. State Forces—(iii} Any attempt to assess the financial value to the
Federation of the State Forces would raise many intricate problems into
which it has been impossible for us to enter. Close consultation with the
Military Authorities and with individual States would be necessary before
any solution of this problem could be found. The maintenance and avail-
ability of these Forces is at present optional for the States concerned ;: and
we think it likely that, before any credit was given to a State on account of

the Force which it maintains, the Federal Authorities would, at all events,
wish to prescribe :—

(@) That the Forces should be efficient according to a standard of
which the Military Authorities should be the judge, and should also be
required for purposes connected with the general Defence scheme of
India; and

(b) that these Forces should, by some permanent arrangement, be

madc available for services to be determined by the competent Military )

Authorities.

In any case, we regard this as a separate question which should be taken
up between the Military and Financial Authorities of the Federal Govern-
ment on the one hand, and the individual States on the other. We further
think that any financial adjustment should be a matter of bargaining between
the partics concerned, and should be trecated as a separate matter—not on
the lines of () and (b) of paragraph 17,

20. Mavritime States and Kashmir.—These States, being on the frontiers
of India, are in a special position as regards the question of external Customs
duties. Here again, we feel that it is impossible to deprive States of rcvenue
of which they are already in possession. One principle which we would lay
down is that, in all cases, the Import tariff at the States’ Ports should be not
less than that at Ports in the rest of India, The question whether Maritime
States should agree to the administration of Customs at their Ports being
taken over by the Federal Department is obviously one of great importance,
but hardly comes within the sphere of our enquiry.

Our general conception of the problem is that the Treaties or agreements
which vary widely in the different cases, must be taken as they stand, and
that any decision as to what are the existing rights of a State, in those instances
in which they are now in dispute, should be determined geparately, with the
least possible delay, and not by the Expert Committee. We think, however,
that the latter should investigate the position in each State on its ascertained
existing rights, and should express an opinion as to what commutation it
would be worth while for the Federal Government to offer to the State for
the extinction of any special privilege which it now enjoys. In doing 8o,
the Committee might allow for ary contributions of special value which &
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State may be making to the Federal resources. With this opinion before
them, we think it should be left to the Federal Authorities, if they think fit,
10 negotiate with each, State for the surrender of existing rights. The Expert
Committce should also attempt to determine what, in the absence of any
such surrender, would be the amount which Federal revenues lost owing to
the existence of the special right of the State ; and this valuation should be
taken into account by the Federal Government whenever any question arose,

as suggested in paragraph 14 above,of the Federation’s distributing surplus
revenue over the Federal Units,

APPENDIX II

Memorandum to all local political authorities for distribution at their discretion
to all Darbars interested in financial questions falling within the terms
of reference of the States Enquiry Committee.

It is essential that all Darbars interested in the Committee’s activities
should read (a) the Report of the Federal Finance Sub-Committee of the
Round Table Conference, 1931 (copies of which, it is understood, are being
distributed by the Reforms Office of the Government of India) and (b) the
first of the two letters addressed by the Prime Minister to the Committee’s
Chairman on 16th December, 1931. This letter contains the Committee’s
terms of reference. It was published in the Press throughout India on 14th
January, and it is understood that copies have since been circulated by the

* Government of India.

2. The matters thus committed to the Committee for examination fall into
two main heads ;—

(a) Certain privileges or immunities at present enjoyed by certain
States. These mainly relate to sea customs and salt, but there are others
in connection with Posts and Telegraphs. For instance, several maritime
States collect and appropriate sea customs at their own ports, Cochin
and Travancore obtain a share of the collections at the British port of
Cochin, and Kashmir, under a special treaty, obtains a refund of sea
customs duty on goods imported into the State in bond. As regards salt,
some States supply their inhabitants from local sources of manufacture,
others obtain a free grant of salt or a cash compensation in consideration
of their having suppressed, or made over to the Government of India,
local sources of supply. In the matter of posts and telegraphs many
tates enjoy privileges not enjoyed by local governments of British Indian
rovinces inasmuch as they possess agreements entitling them to the free
carriage of their official correspondence or to a free grant of service stamps.

(&) Certain contributions of a special character which many States are
now making or have made in the past to the resources of the Government
of India. These consistin the main of (1) cash contributions or ' tributes’’
and (2) value of territories ceded in the past in return for guarantees of
protection. It may further be held that the forces maintained by certain
States also constitute a contribution of this kind in cases where they

possess a definite all-India as opposed to a local value and have assigned
to them service of this character.

3. In regard to the privileges and immunities referred to in paragraph 1 (2)
above, the Committce desire to have the fullest information to enable them to
judge of their value to the States and the probable amount which would be
diverted from what are prima facie the legitimate revenues of the new Federal
Government in the event of their continuation under federation. In the case
of customs it is particularly desirable to collect the fullest and most accurate
statistics of collections or recoveries in recent years and any information
bearing on future prospects in regard to the development or deterioration of
trade at the ports concerned. In the case of salt and Posts and Telegraphs, the
Ppresentation of the necessary information should be a matter of little difficulty,

{11544) G
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4. On the assumption that the o
continuation of thcs% privileges a“dsit::ltxelsu:ﬁ?::?ctdh will n
Darbars are invited to set forth in detail e :r e utm‘ ‘
propqsltlon and refuting, in s0 far as they desire fg‘(‘}"n}s in support of this
position that the Federal Qovcrnment ought to be in f: 50,..11.113 contrary pro-
revenues from federal subjects and that all federati * bosition Lo absorb all
possible, bear these burdens on a uniform equal br:g units should, so far as
mind that this latter proposition is the main basis fo:lzl i be bome in
special contrlbu.tmns (tributes, ctc.) payable by certaj wgs.llggcsmm that the
allowed to continue under a Federal Government, " States should not be

aturally desire the

5. The information which the Committce desire
these special contributions is as follows. As Teg
tributes, they desire to receive from cach State cone

(a) The amount paid (in British rupees).

(b) To whom it is paid (i.e., to the Gove S .
statd). mment of India or to another

{¢) A brief account of the origin and _purposes ¢

A . : and, ses of the ps ent

(d) The proportion which the contribution bears to g&lyn;ort\t |
revenue of the state concerned. ¢ total normal

{(¢) Any arguments which the state
port a request for remission.

: 210 receive in regard to
odr S cash contributions or
rned a statement showing

may desire to put forward to sup-

6. As ;.'cgards geded territories the Government of India ;
arranged in practically all such cases for a detailed examing tl lave (lll’C(}dy
to identify the arcas in question and to cstimate 1}"10(“ :.:.L.l(m w,‘th a view
results of these enquiries which have been carried out in CAI))n-s;(irtl'tt ,V(tluo_. The
States concerned, are expected to be available very shortly and Alion with the
to the Darbars who are requested to forward to the Comr}x,l"tx{(- “'ll“ besupplied
or criticisms which they may have to offer as to their ué(\“(:] any (xm?nu-nt"s
they so desire, their views as to the kind of action which ;ni‘rlc}t, l‘“.l(l.,d]m" if
rectify any gricvances or features in this connection which 2 )B 1 e taken to
be inconsistent with an equitable system of federal ﬁrmn&} pear to them to

7. In the casc of any cessions which are considered to come withi ;
scope of the Committee’s terms of reference, but in regard to wlc' ?vlt lfm e
tion has not yet been collected by the special committee a )M‘i‘ct}\ 1lnlnrmu-
Government of India, the Darbars concerned are rcqu('&;tc((l“t ’fl (.(’ oy the
details of the arcas in question the circumstances of their ‘(,)‘.“rvf"‘rd full
available information bearing on the question of their l)l;csc(i::*"ll‘;llluznd any

8. In the last paragraph of the Prime Minister’s lette CChson
has been left open to the Committee to take intosai:(lc‘ot:;tt(i tllb\gh:\'lr’]l
in the financial or contractual rclations between states ‘lnylcx;sfmg r.”f:ts
Government in India which are not specifically mcntior;(‘(i liK t} ‘-L .Hntmh
reference but which scem to have a close bearing on the ﬁﬁ n.’ 1 t.‘-rf“” of
states in a federal India. ancial position of

an it

While it is conccivable that financial gricvances ms

. N [ - < 's may be -
notice of the committee the rectificition of which may chm)(tubtl;(\)(}:g]}t t,(,) -thc
able requirement as part of the terms on which a State would 'ulll _‘l ‘R"‘m"'
federation, it should be assumed that the Committee’s illtcrpr(ct' wre 1o the

terms of reference will ordinardly be narrow rather than broud tion of its

9. Itis hoped that all States intercsted in any of the : .
make every effort to ensure that the material rcquircdC a‘;b;;vdcié?{l}(}c“{xwlll
shall reach the Committee in good time before any oral d‘iSCus%ion-; t'ka above,

i secti ; > place
There is no objection to such material being forwarded dircct ) ¢ place.
to the Secretary of the States Enquiry Comltrbxittec, zz:x(rlq()hrfrf(ll' o ‘q ave time,
should be simultaneously supplied to the Political authorit Orlla, ’)lut copics
ment concerned. If these latter have any comments to Ogcr t;)Cd Govern-
are requested kindly to communicate them to the Committcelegsco‘rl;o ;hed);

possible.

ost possible extent,
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APPENDIX IIL
CASH CONTRIBUTIONS,

ScHEDULE A.
Contributions imposed or negotiated by British Government : —
(1) in acknowledgment of suzerainty, including obligations to aid and

protect on the one side, and to give subordinate co-operation on the other;

(2) in commutation of obligations for the provision of a State “ contingent
force ” or other form of military assistance;

(8) for maintenance of a British subsidiary force;”’

(4) fixed on the creation or restoration of a State, or on a re-grant or
increase of territory (including annual payments for grants of land on
perpetual tenure and for equalisation of the value of exchanged territory) ;

(5) for special or local purpeses, such as the maintenance of local corps,
police, etc.
ScuEpULE B.

Contributions originally paid to another State, but subsequently acquired by
the British Government :—

(6) by conquest or lapse of the original recipient;
(7) by assignment from the original recipient.

APPENDIX III
SCHEDULE A.
Contributions imposed or negotiated by British Government :—

(1) in acknowledgment of suzerainty, including obligations to aid and
protect on the one side, and to give subordinate co-operation on the other.

Serial
numbey in  Name of Amount.
Aptendix State. Rs. Remarks.
IvV.
Rajputana Agency.

135. Bundi .. .. 40,000 Tribute payable under Treaty of
1818, article 6, as ‘ Chauth "’ (or one
fourth of revenue) of Bundi and other
places.

Article 2 promised Bundi the pro-
tection of the British Government.

141. Jaipur .. .. 4,00,000 Tribute payable under Treaty of
1871, whereby stipulation in Treaty
of 1818, in which protection accorded
to Jaipur, for a tribute of Rs.8 lakhs,
was amended.

(11544) G2
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APPENDIX IIL—(contd.).

SCHEDULE A.

Contributions imposed or negotiated by British Government :—

(1) in acknowledgment of suzerainty, including obligations to aid and
protect on the one side, and to give subordinate co-operation on the other.

Serial
number in Name of
Appendix State.
V.

Amount,
Rs.

Remarks.

Rajputana Agency—(contd.).

150.

148.

130.

Sirohi .

Udaipur

Kotah ..

6,881

2,00,000

1,31,250

Sum to which tribute of Rs.13,763,
fixed under Treaty of 1823 according
protection, was reduced in recognition
of Mutiny services. (The original
tribute was by the treaty to be
determined three years after its con-
clusion, subject to its not exceeding
three-eighths of the State’s revenue.)

By the Treaty of 1818 according
protection the tribute was fixed at
one-fourth of the State’s revenue for
five years and thereafter three-eighths
in perpetuity. In 1826 the amount
payable was limited to Rs.3 lakhs and
in 1846 was reduced on account of the
financial embarrassment of the State
to Rs.2 lakhs, at which figure it bas
remained.

By Treaty of December, 1817,
Kotah accepted the protection of the
British Government and agreed tQ pay
tribute at the ratc formerly paid to the
Mahrattas. At the time thisamounted
to about Rs.2,70,000 and was shared
between the Peshwa, Scindia, Holkar
and Dhar. By the Treaty of Novem-
ber, 1817, with Scindia it had howe.Ve’l'
been separately agreed that Scindia’s
shares of the Kotah tribute (Rs.94,217
and Rs.9,252) should be assigned PY
him for maintenance of the Gwalior
Contingent. These amounts, there:
fore, though included in the total paid
by Kotah, have been separately shownl
as assigned tributes (see Class (7) of
this Appendix).

189

APPENDIX III.—({contd.).
SCHEDULE A.
Contributions imposed or negotiated by British Government :—

(1) in acknowledgment of suzerainty, including obligations to aid and
protect on the one side, and to give subordinate co-operation on the other.

Serial 4
number in Name of mount.
Appendix State. Rs. Remarlks.
IV,
Rajpwana Agency—(contd.). .
130. Kotah The portion of the Kotah tribute
(comtd.). (contd.). originally paid to the Peshwa was

Jater remitted, and Rs.80,000 was
transferred to be paid by Jhalawar
when created out of Kotah in 1838 as
a separate State. Subsequently,
Rs.50,000 was retransferred to be paid
by Kotah in 1899, when a portion of
Jhalawar was again attached to Kotah
(see Class (5) of this Appendix), leav-
ing the amount shown to be paid by
Kotah,

Madras States Agency.

119. Cochin. . .. 1,00,000 Treaty of 1791, article 4, promised
assistance in recovering possessions in
occupation of Tipu Sultan in return
for tribute and guaranteed protection.

Mysore.
124. Mysore .. 24,50,000 Treaty of 1799, article 2, promiscd
protection by a military force to
Hindu dynasty restored on fall of
Seringapatam in return for annual
payment of 7 lakhs of Star Pagodas
s (Rs. 24% lakhs).
Treaty of 1807 stipulated for up-
keep by Mysore of 4,000 horse as a
contingent force in lieu of pecuniary
liabilities under the former treaty.
Instrument of Transfer, 1881, on
transfer to Maharaja of management
of administration, fixed total contri-
bution at Rs. 35 lakhs and relieved
him of obligation of maintaining con-
tingent force. Same provisions in
Treaty of 1913.
With effect from Ist April, 1928,
the contribution was reduced from
Rs. 35 lakhs to its original figure of
Rs. 24} lakhs.

(11544) G3
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APPENDIX IIL.—(contd.).

SCHEDULE A,

Contributions imposed or negotiated by British Government :—

(1) in acknowledgment of suzcrainty, including obligations to aid and
protect on the one side, and to give subordinate co-operation on the other.

Servial
number in. - Name of Anount.
Appendix State. Re.
1V,

Remarks.

IWestern India States Agency.

409, Porbandar . . 15,000

By Agrecement of 1809, article 1,
Porbandar ceded half its port to the
British Government with full partici-
pation in the rights thereof, and,
by article 4, was assured British pro-
tection, for which purpose a British
detachment was to be stationed at
the port. Subsequently the British
Government leased to Porbandar for
Rs.26,000 a year its rights in the
purt, and in 1853 withdrew the
detachment, but reduced the payment
to Rs.15,000, at which it still stands.

{2) in commutation of obligations for the provision of a State * contingent
force ” or pther form of military assistance.

Remarks.

Serial
number in  Name of Amount,
Appendix State. Rs.
IvV.
Central India Agency.
13. Bhopal 1,61,290

By Treaty of 1818, article 6, Bhopal
agreed to furnish a contingent of 600
horse and 400 infantry. This by
Supplementary Article of 1849 was
converted into a cash contribution to
British Government for expenses of
upkeep of the contingent, which since
the Mutiny has been disbanded and
its duties transferred to the regular
British forces.
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SCHEDULE A.

Contributions imposed or negotiated by British Government :—

{2) in commutation of obligations for the provision of a State “‘ contingent
force ” or other form of military assistance.

Serial
number in

Appendiz
V.

Name of
State.

Amount.

Rs.

Remarks.

Central India Agency—contd.

27.

80.

56.60.

Indore

Jaora ..

Dewas, Senior
and Junior.

Nil.

(1,11,214)

1,37,127

28,475

Treaty of 1818, article 11, stipulated
for retention of not less than 3,000
horse to co-operate with British
Government. In virtue of this
stipulation a contingent was formed
by the British Government, and
subsequently concentrated at Mahid-
pur, to which Indore, Jaora, and
Dewas (q.v.) supplied forces. In 1841
the supply of troops in each case was
commuted into a cash contribution,
capitalized in 1865 for Rs. 23,81,520
to include as well an annual contri-
bution of Rs. 7,862 towards the Malwa
Bhil Corps—see Class (5)—the duties
of the contingent, which mutinied in
1858, having been taken over by
the regular British forces.

Treaty with Indore, 1818, article 12,
whereby State of Jaora was created,
stipulated for maintenance of 600
horse, subject to augmentation, in
constant readiness for service. In
1823 the force was fixed at 500 horse
and 500 foot with 4 guns. The force
was used to form the Mahidpur
Contingent and the obligation to
furnish troops was commuted in 1842
into a money payment.

Treaty of 1818, article 2, stipulated
for maintenance of 50 horse and 350
{foot, augmented in 1827 to 75 horse
and 200 foot, which were used for the
Mahidpur Contingent. In 1842 the
obligation was converted into a cash
contribution of which each State pays
a moiety.

(11544)
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APPENDIX III.—-(contd.)
SCHEDULE A,

Contributions impoged or negotiated by British Government :—

3) for maint itish i
{(3) amtenance of a British ¢ subsidiary force.”

%SX\N\——‘—/

ertal
wumbey in Name of A
i nount,
Appendix  Stae. Rs Kemarks.
Iv. ‘
Madras States A gency.
120. i
Cochin. , < 1,00,000 Treaty of 1809, article 2; fot
expense of one battalion of native
o1 ; Infantry,
. ravancorc ., 3,81,456 Treaty of 1795, article 3; for expense

of three battalions of sepoys, 2

company of Luropean artillery an
two companics of lascars.

4,01,655 Treaty of 1805, article 3; for expense
of one battalion of native infantry m
addition to contribution under Treaty
ol 1795, and in quittance of obligation
to supply a contingent force in time

of war,
—_—

Contributions imposed or negotiated by British Government :—

of t(e‘ir)rﬂ)o{;}(,j Z)irr:(;tl]‘tl(i;;c'aat.:l.o? o; restoration of a State, oron a re-grant or increase
e nual payments for prants . rpetual tenure
and for equalisation of the value of cxchané:cc;nttesr;)ift:x};)d on perprtua

Serial

number in  Name of A
§ mount.
Appendix State. Rs. Rewmarks.
v,

Rajputana Agency,

137. Q

Jhalawar ~= 30,000 On its creation in 1838 Jhalawarl

was charged with a tribute of RS:
80,000, the tribute of Kotah out of
which it was formed being cofTe"
spondingly reduced. In 1899, when
the direct line of the original Ruling
House had become extinct, the State
was regranted in a diminished form
fo the father of the present Rulef,
the rest of its former territory T€-
verting to Kotah, which became
charged with Rs. 50,000 of the tribute
originally fixed, leaving a balance ©
Rs. 30,000 to be paid by Jhalawar.
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SCHEDULE A.
Contributions imposed or negotiated by British Government :—

(4) fixed on the creation or restoration of a State, or on a re-grant or increase
of territory (including annual payments for grants of land on perpetual tenure
and for equalisation of the valuc of exchanged territory).

Serial
number in  Name of Amount. Remarks.
Appendix State. Rs.
V.

Rajputana Agency—contd.

142. Lawa .. 225 Created as a separate Chicfship in
1867 out of the State of Tonk, to
which the Chief had paid a tribute of
Rs. 3,000 per annum. This tribute
was held to have accrued to the
British Government, but was kept in
abeyance to enable debts to be
cleared off until 1883 when the present
tribute was fixed.

Centyal India Agency.

21. Ajaigarh .. 7,014 Paid in respect of the taluqas of
Ghora and Bichaun, which were
granted to the Ruler of Ajaigarh, on
restoration of his State after usurpa-
tion between 1792 and 1803 by the
Peshwa’s forces and subsequently by
one Lachman Singh. These taluqas
appear to have been held by Lachman
Singh on lease and not in sovereignty
and were so transferred to Ajaigarh ;

> but they have in practice apparently
since their grant been treated as if
held under sovereignty like the
remainder of the State.

292, Bihat .. .. 1,400 Paid in respect of the district of
Lohargaon, for which in 1829 the
Ruler was granted a perpetual lease
on his being unable to establish a
title to this portion of the State, in
which he had been confirmed in 1807
on the British occupation of Bundel-
khand. In practice since the grant
the Ruler has apparently exercised
sovereignty in the district.
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SCHEDULE A.

Contributions imposed or negotiated by British Government :—

(4) fixed on the creation or restoration of a Statce, or on

of territory (including annual payments fo S
and {for cqualisation of the e honond ot

arc-grant or increasce
and on perpetual tenure

value of exchanged territory).

Serial
number in

Appendix
v,

Name of

State.

Amount,
Rs.

Remarks.

Central India Agency—contd.

23.

25.

28.

Charkhari

Panna

Indore

8,584

9,955

5,285

Westeyn India States Agency.

229.

Cutch ..

82,253

_Paid in respect of the pargana of
Chandla und taluga of Bhina which
were leased o the Ruler of Charkhari
In 1811 and 1809 respectively by the
li]‘ltls]l. Government, having been
f01111<l m occupation by others when
in 1803 the British on entering
Bundelkhand restored the State to
the Ruling Family of Cliarkhari. In
practice since their grant the Ruler
has apparcntly cxcrcised sovereignty
m these districts.

Vor districts of Sheorajpur and
Aktohan, found in occupation ©f
Lachman Singh aund others in 1803,
and granted in perpetual lease to the
Ruler of Panna-in 1811 and 1835
respectively.  They have apparently
n practice been held in sovereignty-

Annual payment on account of
excess of land made over to Irdore
n territorial exchanges of 1861.

By Treaty of 1816, article 10, Cutch
agreed infer alia to cede to the British
(xoycrnment the town and district of
Anjar “as a friendly return for the
essential services then agreed to be
performed,” viz., restoration of pos-
sesstons and aid of a force to reform
and settie a distnrbed district.

Ina Treaty of 1819 the Statc agreed
to receive a British subsidiary force
to remain until the British Govern-
ment considered it could be with-
drawn with safety. This force was
to be paid from Cutch revenues.
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ScHEDULE A.

Contributions imposed or negotiated by British Government :—

(4) fixed on the creation or restorati
of territory (including annual paymen

on of a State, or on a re-grant or increasc
ts for grants of land on perpetual tenure

and for equalisation of the value of exchanged territory).

Remarks.

Sevial
ntember in Name of Amount.
Appendix  State. Rs.
Iv.
Western India States Agency—contd.
229. Cutch
(contd.) (comtd.).

192. Bhavnagar 52,000
Assum.
515. Manipur 5,000
{50,000)

In 1822 Anjar was retroceded to
Cutch on condition of the annual
payment of a pecuniary equivalent
of Rs.82,253. By a Treaty of 1832
the State agreed to defray the cost
of the subsidiary force up to a maxi-
mum of Rs.2 lakhs (Ahmedabad
Sicea) inclusive of the Anjar equiva-
lent, and in the event of its reduction
or withdrawal to continue a minimum
annual contribution of the amount of
this equivalent. The subsidiary force
was completely withdrawn by 1911.
The contribution still being made thus
represents a cash commutation for
the retroceded town and district.

Payment known as Bhavnagar
Jama made to British Government
under Settlement of 1860 for villages
in districts of Dhanduka, Gogho and
Ranpore in which Bhavnagar was
tacitly permitted to continue to
exercise sovereign Tights after their
cession by the Peshwa to the British
Government under the Treaty of
Bassein, 1802.

A tribute of Rs.50,000 was imposed
on the State in accordance with the
terms of the Sanad of 1891 whereby
it was regranted to its present Rulcr
after suppression of the rebeilion in
which five British officers were
murdered.  Previously no tribute
had been paid. The payment was
stated at the time to be in order to
meet extra expenditure incurred on
the State’s behalf ““ as well as to admit
its complete subordination . Among
the items of expenditure incurred on
the State’s behalf arc the maintenance
of a battalion of the Assam Rifles
and of a road in its territory.




tenure and for equalisation of the value of exchanged territory)
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SCHEDULE A.
Contributions imposed or negotiated by British Government :—

of (:L?rrfiit)(c;;d ‘zfilntc}l‘e(f}’eation or restoration of a State, or on a re-grant or increase
Yy uding annual payments for grants of land on pcrpctual

Serial
number in Name of
Appendix State.
v,

Awmount,
Rs.

Remarks.

Assam—contd.

515. Manipur
(contd). (contd.).

Bengal.

516. Cooch I3ehar, .

United Provinces.
723. Benares
724. .

725.

67,701

- 1,90,000

30,387
29,000

The tribute was reduced from
192021 for ten years, since extended
{o 1&_)32—»33, to its present amount on
condition that the balance is spent
on the improvement of the adminis-
tration of the hill arcas inhabited by
primitive peoples.

Cooch Behar agreed by Treaty of
1773 to acknowledge subjection 1o
the East India Company, to be
annexed 1o Bengal and to pay #
tribute of half its rcvenues, on being
granted protection against Bhutan
which had made its Ruler prisonef
and taken possession of his territory.
The tribute was stabilized in 1780
at its present figure. In 1816 the
British Government agreed that inter-
ference in the affairs of the State
should be limited to advice, so long as
they were properly conducted.

In 1911 certain tracts of land in
the United Provinces comprising part
of thc.family domain of the successors
of Raja Chét Singh were constituted
into ‘the State of Benares, the
Maharaja being created a Ruling
Prince.” Tt was provided in the
Instrument of Transfer, clause 6,
that a tribute of Rs.1,90,000 should
be paid to the British Government to
represent the loss of the surplus
revenue from the lands affected.
further payment of Rs.30,387 in
respect of loss of revenue on country
liguor and opium was imposed i
1912, In 1919 an additional tribute
of Rs.29,000 became payable under a
Supplementary Instrument of Trans-
fer of further territory to the State.
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SCHEDULE A.

Contributions imposed or negotiated by British Governmenf :—

(4) fixed

of territory (

Serial
numbey 1n

Appendix
Iv.

on the creation or restorati
including annual
and for equalisation of the va

Nawe of
State.

on of a State, or on a Te-grant or increase

payments for grants of land on perpetual tenure
lue of exchanged territory).

Awmount.

Rs.

Remarks.

Punjab States Agency.

127.

Kapurthala

Nil.

" (1,31,000)

The British Government, on obtain-
ing the Jullundur Doab from the
Lahore Government in 1846 after the
first Sikh War, restored to the Ruler of
Kapurthala his territory on the right
bank of the Sutlej, subject toan annual
payment of Rs.1,38,000. This was
reduced in 1847 to Rs.1,31,000 in
consideration of the exclusion of the
Jagir of Nurmahal from Kapurthala.

The amount of the original con-
tribution appears to have been deter-
mined by commuting on a cash basis
the obligation of the State to furnish
1o the Lahore Government a contin-
gent of horse and foot, a sum of
Rs.35,000 being deducted from the
total in respect of certain former
possessions of the Ruler not restored
to him,

In 1924 the annual payment of
Rs.1,31,000 was remitted in considera-
tion of the efficiency and cost of
maintenance of the State Forces on
the condition that—

(1) these should be adjudged
efficient ;

(2) their cost together with the
tribute should exceed 15 per cent. of
the State’s revenues, and

(3) the remission might be re-
considered by the Government of
India if financial or other reasons
made this desirable.
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SCHEDULE A,

Contributions impoged or negotiated by British Government :—

{4) fixed on the creati

| ) ation or restorati

of territory (including annual oy monte Tor
and for equalisation of the v

a State, or on a re-grant or increase

Payments for grants of land > :
ants and on perpe >

alue of exchanged territory) " perpetual tenure

.
Serial
number in . Name of Amount
Appendix State. Rs.
pon N . Remarks.

Punjab States Agency—contd.,

126. Chamba o«

128. Mandi . . - 105,307 The territories of all three States

129, Suket .. o '“'000 passcd into British possession at the
o ;000  conclusion of the First Sikh War in

18%6‘ and were regranted to their
})rcv10us holders subject inter alia to
an annual cash payment.

In the case of Chamba the
onginal contribution of Rs.12,000
has been successively reduced to its
g{f‘sent figure as compensation for
Varioisql]{:?:(tlmn of Dalhousic and

s lands require - mili
PUIpPOSCS. Juired for military

ih'I? t}he casc of Mandi there isevidence
todt}t ‘lc Stute was previously tributary
e Moghuls, also to the Lahore

GOV('ran t f ) 2 :
Rs.1,35,000. which in 1840 deménded

125. Bilaspur
P e 8,000 The British Government in 1867

;?grgfltefl to the State the parganas
o adSSb’ and Bachetru subject to
The nnual payment as ‘ nazrana.”’
os'se lands were originally in the
IIJSISJSZIOH of the Ruler but scized in
to » y Ranjit Singh and alicnated

nother holder from whom they

lapse .-
inp?gi[to the Brilish Govcrnment
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SCHEDULE A.
Contributions imposed or negotiated by British Government :—

(4) fixed on the creation or restoration of a State, or on are-grantor increase
of territory (including annual payments for grants of land on perpetual tenure
and for equalisation of the value of exchanged territory).

Serial
number in Nawme of Amount.
Appendix State. Rs. Remarks.
1V,
Punjab.

(&) Tributes.
711. Bashahr .
715.  Jubbal L. 252
721. Nalagarh .. 5,000
716. Kumharsain .. 2,000

3,945 The Gurkhas having been cxpelled
in 1815 from the territories of the
Chiefs of the hill districts between the
Sutlej and Jumna rivers which they
had overrun and occupied, the British
(b) Payments in commutation of Begar. Government granted Sanads to the

709. Baghal .. 3,600 Chiefs conferring on them for the most

710. Balsan. . . 1,080 part the territory in their possession
1,440 Dbefore the invasion, subject to con-

712. Bhajji . . . ) 1
713. Bija .. .. 124 ditions which usually included either
714. Dhami. . .. 790 an annual cash contribution or an

1,000 obligation to furnish labour when

718. Kuthar

717. Kunihar .. 180 required for the service of the British
719, Mailog .. 1,440 Government. The latter obligation
720. Mangal .. 79 has now in all cases been converted

988 into an annual cash contribution. The
original obligation was apparently
to provide carriers for military trans-
port. The commutation was assessed
on the basis of the monthly wages
of the stipulated number of carriers.

The contributions of Bashahr,
Jubbal, Kumharsain and Nalagarh
are strictly tributes, as distinguished
from cash commutation of labour
supply. That of Bashahr, originally
Rs.15,000 but reduced in 1847 in
compensation {or abolition of transit
duty, is stated to be for defraying the
expenses of the British protecting
force ; those of Nalagarh and Kum-
harsain were imposed in 1840 and 1866
respectively when the States were
regranted after lapse on failure of
heirs ; that of Jubbal was later sub-
stituted for an original obligation to
furnish 70 carriers,

All these contributions, in cash or
in kind, having been imposed by the
British Government as part of the
conditions of restoration of the dis-
possessed Rulets to their territories,
there appears to be no distinction
of substance in their character.

722. Taroch
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SCHEDULE A,

Contributions imposed or negotiated by British Government :—

(5) for special or local purposcs, such as the maintenance of local corps,

police, etc.

Serial y y t

number in  Name 0 mount. ,

Appendix  Stale. Rs. Rtemarks.

v,

Rajputana Agency.

151. Jodhpur 1,15,000 (A) Towards cost of Mina Corps,

131. Kotah 2,00,000 stationed at Deoli and Lrinpura.

iy ( .

140. Tonk 5000 Judhpur was required under Treaty

of 1818, article 8, to furnish 1,500
horse for service with the British
Government when required.

The obligation was in 1835 con-
verted into a cash payment of
1Rs.1,15,000 to meet the cost of the
Jodhpur Legion, an irregular corps
which after mutinying in 1857 was
disbanded and recplaced by the
Erinpura Irregular Force, converted
in 1904 into the 43rd Erinpura
Regiment of the Indian Army,
normally stationed at Erinpura in
Sirohi. The Mina Corps, formed
since the disbandment in 1921 of
the 43rd Regiment, is maintained,
as were the previous forces, to keep
order in the country side and to
provide employment for a proportion
of the Mina inhabitants. '

Kotah agreed by Treaty of 1838
to the maintenance of an auxiliary
force commanded and paid by British
Officers at a cost not exceesding
Rs.3 lakhs per annum. The force
was known as the Kotah Contingent.
Kotah’s contribution to it was in
1844 reduced to Rs.2 lakhs. The
troops mutinied in 1857 and from
1897 to 1921 the force was represented
by the 42nd Deoli Regiment of the
Indian Army, normally stationed at
Deoli in Kotalh. Since 1921, when the
Regiment was disbanded, it has been
replaced by the Mina Corps.

Tonk has, since the formation of the
Mina Corps, contributed, voluntarily,
Rs.5,000 to its upkeep. Previously
the State paid no contribution towards
a local corps.
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ScHEDULE A.

Contributions imposed or negotiated by British Government :—

(5) for special or local purposes, such as the maintenance of local corps,

police, etc.

Sevial
number in Nawme of Amnmount. R "
Appendix State. Rs. emarks.
IV,

Rajputana Agency—(contd.),

149. Udaipur

Central India Agency.
29. Indore

104. Dhar ..

106. Jhabua
102. Barwani
99. Ali Rajpur

(66,000}

Nil.
(7,862)
6,602
(18,602)
1,271
3,390
1,271

(B) Towards cost of Mewar Bhil Corps.

This corps was raised in 1840 with
a view to exercising a civilising
influence on the Bhils in Mewar State.
It also provides guards for residencies
at Mount Abu and Udaipur. It is
cantoned in the Bhumat of Mewar at
Kherwara and Kotra.

Nominally the cost of maintenance
is met from the revenues of villages in
the Mewar-Merwara district which
have remained under British admini-
stration since they were occupied and
divided between the British Govern-
ment, Udaipur and Jodhpur in
1819~21. By the terms of an arrange-
ment of 1863 Udaipur is entitled to
any surplus available should the
receipts of the district exceed
Rs. 66,000, which amount was calcu-
lated to cover the cost of administra-
tion and the maintenance of the
Mewar Bhil Corps and Merwara
Battalion (another Local Corps since
converted into troops of the line).
Actually there is a loss on the admini-
stration of these villages and the entire
cost of the corpsis a direct charge on
the revenues of India. '

(C) Towards cost of the Malwa Bhil
Corps.

The corps was embodied in 1839 to
provide employment and a civilising
influence for the Bhils and to main-
tain order in the Bhil tract in Central
India. It maintains guard duties at
the Residency, Indore, (where the
corps was transferred from Sardarpur
in the Bhil tract in 1907) and in the
Manpur Agency. Contributing States
can demand detachments if necessary,
and the corps has also been used in
non-contributing States.
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SCHEDULE A.
Contributions imposed or negotiated by British Government :—

(5) for special or local purposcs, such as the maintena

nce of local corps,
police, ctc. corps

Serial
number in Nawme of Amount,
Appendix State. Rs. Remarks.
Iv.
Central India Agency (C) Towards cost of the Malwa Bhil
—contd. Corps—(contd.).

. Thg previous  contribution of
({\VZLIIOI‘, Rs. 20,000 (in respect of the
State of Amjhera incorporated after

the Mutiny in its territory), was
remitted in 1925.

) The contribution of Indore, shown
in brackets, was capitalised in 18685,
together with its contribution to-
wards the Mahidpur Contingent (sce
Class (2)). That of Dhar represents
the balance of Rs. 18,602, of which
Rs. 12,000 was capitalised in 1880 by
transfer of Government securities of
the value of Rs. 3 lakhs.

Bombay States.

545. Kolhapur .. About (D) For Kolhapur Infantry, elc.
Rs.96,000 . In the Agreement of 1862, article 9
towards  itwasstipulated that the Ruler should
Kolhapur defray, as long as might be considered

Infantry, necessary by Government, the ex-
About penses of the Agency including the
Rs.48,000 salaries of the Agentand his establish-
towards  ment. Article 6 stipulated that' the
Residency Kolhapur infantry should be main-
and payof tained at its present strength under
Resident. command of British Officors. The
payments fluctuate in accordance with

actual expenses,

Bavroda,

1. Baroda - 375000 (E) For Police in Kathiawar, Rewa
Kantha and Mahi Kantha,

Supplement  to Treaty of 1817,

article 8, stipulated for provision by

Baroda of a contingent force of 3,000

cavalry to act with the British sub-

sidiary force. In course of time it.

came to be used to police the States
of Gujerat paying tribute to the
British Government and the Gaekwar.
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SCHEDULE A.
Contributions imposed or negotiated by British Government :—

(5) for special or tocal purposes, such as the maintenance of local corps,
police, etc.

Sevial
number in. Name of Amount. Remarks.
Appendiz  State. Rs.
V.

(Ey For Police in Kathiawar, Rewa

" KanthaandMahi Kantha—(contd.),

From 1841 DBaroda cont_ri.buted
Rs.3 lakhs per annum, in addition to
paying for the upkeep of a British
irregular force to aid the former force.
The second force was dlsbandgd in
1858 and the contributlon.remltted.
From 1881 the Baroda contingent has
also been disbanded and the British
Government has become solely re-
sponsible for policing the tribute-
paying States, Baroda having com-
muted its obligation for 'the present
cash contribution which is deducted
from the inter-State tributes collected
by the British Government on its
behalf. The total cost of the police
force is Rs.8,51,234.

Baroda—(contd.).

ScHEDULE B.
.

i tly acquired by
ibuti igi d to another State, but subsequen
Gontributions originally l:;gle British Government :—

(6) by conquest or lapse of the original recipient.

Serial
numbey in  Nane of Awmount. Remarks.
Appendiz State. Rs.
Iv.

(A) Derived from N awab of Carnatic.
FEquivalent of ‘ peshkash’ and
13,519 “ na%.rana » agreed in 1764 to be
paid to Nawab of Carnatic and
lapsed to British Government.

Madras States Agency.
123. Travancore ..
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SCHEDULE B.

Contributions originally paid to another State, but subsequently acquired by

the British Government :—

(6). by conquest or lapse of the original recipient.,

Serial T

number in  Name of
Ap;ale/ndix State.

Amount,
Rs.

Remarks.

Rajputana Agency.
138. Shahpura

Central India Agency.
g. Paldeo

Bombay States.
Patwardhan
Chiefs.
551. Sangli
546. Kurundwad,
Senior and
Junior.
544. Jamkhandi
547. Miraj Senior
548. Miraj Junior

10,000

117
125

24,575
9,619

20,841
12,558
6,412

(B) Derived from Scindia.

A Chiefship holding lands partly
under Udaipur and partly under the
Brl@lsh Government, the latter con-
sisting  of the pargana of Phulia
mm - Ajmer - Merwara, granted by
_Au.run.gzeb to the Chief's ancestor
n jagir, for which under a Sanad of
1848 Le pays the tribute stated to the
British Government.,

(C) Derived from Peshwa.

Originally paid to the Jahagirdar
of Puryva, a member of the same
family, in respect of his share of family
property, but accrued to British
Government in 1856 on confiscation
of Purwa for rebellion.

Iq commutation of obligations to
furr.ush‘ mounted contingents, These
obligations derived from the terms
of the grant of his lands by the
Peshwa to the founder of the Patward-
han family. They became divided

‘between the members of the family

In accordance with their shares of
land. In 1819, on the overthrow of
the Peshwa, the British Government
reduced the strength of the con-
tingents to be furnished to one-fourth
and offered the option of assign:
ment of land to produce a con-
tribution at the rate of Rs.300 per
annum perymounted man or an annual
Payment of that amount in lieu of
service.  Sangli adopted the first
alternative (see Chapter IV, para-
Eraph ] 1:'59 of our Report, where
lie_emstmg cash contribution is ex-
fhaxned) s the other States continued
e obligation to supply troops until
1848-9, when this was converted
nto a cash contribution as stated.
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ScHEDULE B,

Contributions originally paid to another State, but subsequently acquired by
the British Government :—

(6) by conquest or lapse of the original recipient.

Serial
numbey in

Appendix
v,

Name of
State.

Amount.
Rs.

Remarks.

Bombay States—contd.

Satara

Jagirdays.,

693,
628,
541.
692,

549,

550.

Akalkot
Bhor
Jath ..
Phaltan

Mudhol

“Ramdurg

14,592
4,687
11,247
9,600

2,672

3,089

(C) Derived from Peshwa—contd.

The Jagirdars were bound to
furnish military services to the Ruler
of Satara, which State was recreated
by the British Government in 1819
on the fall of the Peshwa, in respect
of their grants of land. These
obligations accrued to the British
Government on the lapse in 1848 of
the Satara State, and the specified
contingents were at various dates
converted into cash contributions
representing about two-thirds of the
cost of the contingents.

Bhor claims that its tribute is
Rs. 9,627, the difference between this
and the amount actually paid being
due to a set-off. The data which
would cnable us to advise as regards
the validity of this claim are not
available to us, but the claim merits
further consideration.

Jath’s payment includes a tribute
of Rs. 4,847 “ on account of certain
rights inherited from the Raja of
Satara and some other similar sums
on account of rights in other dis-
tricts.”

The Chief was under obligation to
supply a contingent of horse for the
Peshwa’s service which was reimposed
by the British Government in 1814
and commuted in 1819 into a money
payment.

A payment was imposed on the
Ruler in 1762 by the Peshwa for a
Jagir originally granted by Savanur.
This was reimposed in 1821 by the
British Government at a reduced
figure, part being demanded from
another State since lapsed to the
British Government.
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IIL—(contd.)

ScHEDULE B,

Contributions originally paid to another State, but subsequently acquired by
the British Government :—

(6) by conquest or lapse of the original recipient.

Gujerat and Kathiawar, including
besides a large portion of British
Indian territory the numerous States

Sevial
numbey in  Nawme of Amount.
Appendizx  State. Rs. Remarks.
1v.
Bombay States—contd. (C) Derived from Peshwa—contd.
543. Cambay .. 21,924
694. Bansda .. 153
(7,351)
695. Dharampur 9,000

Mahi Kantha dgency.
591. Malpur .. 430
606. Ranasan - 3

Western India States
Agency.
298. Junagadh 28,394
386. Nawanagar 50,312
193. Bhavnagar .. 153
410. Porbandar 21,202
246. Dhrangadhra ., 40,671

378. Morvi .. 9,263
269. Gondal 49,096
496. Vankaner 17,422
357. Limbdi 44,128

358. .. 43

413. Rajkot 18,991
511. Wadhwan 25,922
512. " . 87
287. Jasdan 7,694
507. Virpur .. 3,418
343. Kotda Sangani 10,189
290, Jetpur .. 50,262
345. Kotharia .. 948
265. Gavridad 1,011
395. Pal .. 1,253
360. Lodhika 1,287
171, Bantwa 29,642
349. Lakhtar .. 6,763
350. R .. 124
451. Sayla .. .. 15,001
226. Chuda 6,324

227. - 143

381, Muli 7,501
168. Bajana 7,880
169. - .. 53

and Istates of Kathiawar, Banas
Kantha, Rewa Kantha, Mahi Kantha
and several smaller Agencies, were at
the beginning of the 18th century for
the most part under the control of the
Mogul Empire. By the middle of
that century the Peshwa and the
Gackwar had jointly established su-
premacy there and placed the States
under tribute. The tributes were
levies cxacted under pressure of
periodical invasion by a Mahratta
force. Many States were tributary
simultaneously to the Peshwa and the
Getgl(war, while in Mahi Kantha the
Rajput State of Idarand in Kathiawar
the Muhammadan State of Junagadh,
the first tributary to the Gackwar and
the sccond both to the Gackwar
and the Peshwa, made up their pay-
ments by levies on their own account
from smaller States.

The tributes still paid by Stages in
this area to the Gackwar, Junagadh
and Idar and a few other States are
shown in Appendix IV. Those now
paid to the British Government
(other than a few which are classified
clsewhere under their appropriate
heads) were acquired and scttled as
follows.

By the Treaty of Bassein, 1802, the
Peshwa undertook to provide a con-
tingent (6,000 infantry and 10,000
horse, reduced in 1803 to 3,000
infantry and 5,000 horse) for service
with a British subsidiary force, for
payment of which he ceded certain
tributes as well as territory. These
cessions included the ** Chauth” or a
quarter of the revenues of Cambay,
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ScHEDULE B.

Contributions originally paid to another State, but subsequently acquired by
the British Government :—

(6) by conquest or lapse of the original recipient.

Amount.
Rs.

Remarks.

Serial
number in  Name of
Appendix State.
1V,
Western India States Agency
—(contd.).
406. Patdi ..
407. .
498. Vanod
419. Rajpur
160. Anandpur
490. Vana ..
469, Tavi ..
256. Gadhka
371. Mengani
500. Vasavad
457. Shahpur
176. Bhadwa
421. Rajpura .
341. Kotda Pitha ..
337. Khirasra
158. Amreli ..
480. Vadali ..
461. Sisang Chandli
509. Vivra .. ..
307. Kankasiali
363. Mahuva .
309. Kanpur Ish
varia.
181. Bhaldhoi
244, Dhrafa
449. Satudad
157. Amrapur
383. Mulila Deri
223. Chotila
224. '
373. Mevasa
197. Bhimora
219. Chobari
444, Sanosra
170. Bamanbore
425. Ramparda
173. Bhadli
314. Kariana
325. ‘Khambhala
278. Itaria-Ghadala
153. Akadia
389. Nilvala
302. Kamadhia

3,219
2,682
1,953
2,412
718
3,715
313
643
3,412
766
464
1,394
2,922
4,850
2,366
1,621
246
720
149

120
230

204
3,706
1,466

511
1,279

652

25

445

307

154

186

76
75
1,101

850

406

252

129

511

377

(C) Devived from Peshwa—(contd.).

Dharampur and DBansda (against
the last of which there have been
subscquent adjustments reducing the
actual payment from Rs.7,351 to
its present figure of Rs.153) also
apparently the tributes of Malpur and
Ranasan.

The Peshwa having leased to the
Gackwar in 1800 his share of the
procecds of tributes and other re-
ceipts included in the farm 'of
Ahmedabad,” an arrangement which
continued up to 1814, the whole of ‘Fhe
Mahratta collections in Gujerat during
this period were for the benefit of
Baroda. The British Government by
its Treaty of 1802 with the Gaekwar
had secured a wide power of control
over the administration of Baroda, ar}d
took opportunity to mediate, first in
Kathiawar in 1807 and later in Mahi
Kantha in 1811-12, arrangements
with the tributary Chiefs binding
them to pay their dues to the Gagkwar
through the British Government on
the average of what had been col-
lected during the ten preceding years,
with a view to obviating the necessity
for forcible collection by the Gaek-
war’s troops.

By the Treaty of 1817 the Peshwa
substituted for his maintenance of a
contingent force the cession of further
territory and rights to provide funds
for its support. These cessions in-
cluded the tribute of Kathiawar, then
estimated, after deducting the ex-
pense of collection, at Rs. 4 lakhs. At
the same time the Peshwa ceded to the
Gaekwar his remaining share in the
revenues of Gujerat, which the
Gaekwar in turn ceded to the British
Government in a treaty of the same
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APPENDIX TII.~—(contd.).
ScHEDULE B.

Contributions originally paid to another State, but subsequently acquired by
the British Government :—

(6) by conquest or lapse of the original recipient.,

Serial
number in

Nawme of

Appendiz  State,
1V.

Awmount,
Rs.

Remarks.

Western India States Agency

~—(contd.}.

413. Rai Sankli
296. Jhinjhuwada ..
250.  Dudhraj
295. Jhampodad
467. Talsana
385. Munjpur
178. Bhadvana
324. Kesaria
238. Devalia
190. Bhathan
293. Jhamar
180. Bhalala
397. Palali ..
332. Kherali
482. Vadod
272. Gundiala
352. Laliad
199. Bhoika
200. .

327. Khambhlav
267. Gedi ..
311. Kantharia
312. .

230 Darod ..
280. Jakhan
303. Kamalpur
433. Sahuka
184. Bhalgamda
319. Karol ..
492, Vanala
476. Untdi ..
163. Ankevalia
329. Khandia
330. .

440. Samla ..
207. Chanchana
212. Chalala
213. "

316. Karmad
317. "

232. Dasada
233.

»

556
11,073
1,102
138
913
603
998
278
467
641
464
474
357
678
1,252
1,408
362
1,759

730
1,200
1,491
89
366
242
776
519
1,400
703
396
493
1,300
806
13
959
318
971
73
140

12,968
74

Devived from Peshwa—(contd.).

year in rcturn for an increase in the
subsidiary force, though contracting
to pay the Peshwa Rs. 4 lakhs
annually for the cession, an obligation
which lapsed on the Peshwa’s fall the
following year. The Peshwa’s ces-
sions of 1802 and 1817 were in return
for military protection of a specific
character. But the obligation to
render this lapsed on the fall of the
Peshwa in 1818, and the tributes,
which now amount in Kathiawar
alone to Rs. 5,53,017, ceased to be
attached to the provision of military
protection.

After the fall of the Peshwa, the
British Government, who had already
acquired his share of the Kathiawar
tributes under the Treaty of 1817, con-
cluded in 1820 a convention whereby
the Gackwar would no longer send
troopsinto Kathiawar or Mahi Kantha
to collect tributes without the consent
of the Company’s Government and
would prefer only through the Com-
pany his claims to such tributes; the
Company engaging to collect and pay
them to the Gackwar free of expense,
Similar settlements were made in 1820
and succeeding years for the tributes
due to Baroda and Idar in Rewa
Kantha.

The general effect of these engage-
ments has been to malke the British
Qovemment responsible for the levy
in these areas not only of the tributes
it had itself acquired from the
Peshwa and the Gaekwar, but also of
those still paid to the Gaekwar,
Junagadh, Idar, etc., by the tributary
States. From the Baroda tributes is
deducted the amount of Rs. 31 lakhs
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ScHEDULE B.

Contributions originally paid to another

State, but subsequently acquired by

the British Government :—

(6) by conquest or lapse of the original recipicnt.

Sevial
number in  Nawme of Amount.
Appendix State. Rs.
IV,

Western India States Agency—contd.

399. Paliad .. 907

369. Matra Timba .. 290

188. Bharejda .. 94

189. . 32

465. Sudamada- 2,381
Dhandhalpur

453 Sejakpur .. 316

States of Bihar and Orissa and Central

Pyovinces.
(a) Fixed.
517. Athgarh .. 2,800
518. Athmallik .. 480
520. Baramba - 1,398
521. Baud .. .. 800
523. Daspalla .. 661
524. Dhenkanal .. 5,099

Remarks.

(C) Derived from Peshwa—contd.
for which it became liable (see
class (5) of this Appendix)in replace-
ment of the contingent force which it
previously maintained, as a contribu-
tion towards the policing of the
smaller States and Estates of these
areas of which the administration is
under British control. The rest of
the cost of administration is met
mainly by ad hoc contributions from
the States and Estates, which are
included in various groups for this
purpose, the balance being found
from British revenues.
The second of two figures shown
Ainst various States in the list of
ayments are miscellaneous dues
(called Sukhdi (sweet-meats),
Peshkash, Ghasdana (forage), Saliana
Vero (yearly |dues)), which were
surrendered by the Peshwa and until
1914 were treated as land revenue of
Ahmedabad district into which they
were paid. Since that date they have
been re-classified as similar to tribute
and are therefore now credited to the
Government of India instead of as
formerly to the Government of

Bombay.

ag

(D) Derived from Raja of Nagpur.

Thirty-seven States situated in the
Province of Bihar and Orissa and the
Central Provinces which pay (a) fixed
and (b) fluctuating tribute to the
British Government survive from the
States subject to the Bhonsla Raja of
Nagpur previous to the Treaty of
Deogaon, 1803. Relations with these




Contributions originally paid to another State,
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APPENDIX III.—(contd.)

SCHEDULE B.

the British Government :—

but subsequently acquired by

(6) by conquest or lapse of the original recipient,

Servial
number in  Name of Amount.
Appendix  State. Rs.
1.

Remarks.

States of Dikar and Ovissa and Central
Provinces—contd.

(a) Fixed—contd.
526. Hindol o 551
528. Kconjhar .. 1,710
529. Khandpara .. 4,212

530. Mayurbhanj .. 1,068
531. Narsingpur .. 1,456
§32. Nayagarh .. 5,525
533.  Nilgiri co 8,900
534. Pal Lahra 267
(through
Keonjhar)
536. Ranpur - 1,401
539. Talcher . 1,040
540, Tigiria. . .. 882

(b) Fluctuating.
Nagpur Group.

696. Bastar . 18,000
698, Chhuikhadan . . 12,000
527. Kalahandi 16,000
700. Kawardha 30,000
701. Khairagarh 80,000

703.  Nandgaon 80,000

Chhota Nagpur Group.

522. Bonai ., - 2,700
697. Changbhakar 150
525. Gangpur 10,000
699. Jashpur .. 2,000
702. Korea .. . 750
797. Surguja .. 3,500
708. Udaipur - 1,200

Sambhalpur Group.
519. Bamra. . .. 7,500
708. Sarangarh .. 4,500

535. Patna .. .. 13,500
704. Raigarh .. 5,500
537. Rairakhol .. 2,000
7085. Sakti .. .. 1,500

538. Sonpur 12,000

(D) Derived from Raja of Nagpur—
contd.

States were established by the British
Government at various dates between
1803 and 1855 when the State of
Nagpur was finally annexed to British
India. All the States paying fixed
tributes were separated from the
suzcrainty of Nagpur after the Treaty
of Deogaon; of the remainder some
remained under the nominal suzer-
ainty of Nagpur until 1855, though in
practice from 1819, when the Stite
was regranted after the rebellion of its
Ruler in concert with the Peshwa, its
relations with its feudatories had becn
mediated through British Officers.

All those tributes which originated
under the Nagpur Government have
been classed as acquired by conquest
or lapse. But the terms of the Sanads
granted to the Chiefs by the British
Government might render cqually
appropriate the classification of their
tributes under Class (5) of this
Appendix.  The basis on which the
" fluctuating ” tributes were assessed,
after Sir R. Temple's enquiry in 1863,
appears to have been that the tribute
should be the balance of revenue
available after allowing a reasonable
amount for the cost of administration
and maintenance of the Ruler. In a
subsequent revision in 1887 the tri-
butes were generally assessed at 10 per
cent. of the gross revenue. DBut
Kawardha, Khairagarh, Nandgaon
and Chhuikhadan, States created by
the Bhonsla Raja, were assessed at
33} per cent. In the revision of
1907-8 the percentage basis was
abandoned in favour of that adopted
in 1863.

211

APPENDIX ITL.—(contd.)

ScHEDULE B.

c ' . e . H

(7) by assignment from the original recipient.

Serial
number 1n

Appendix
Iv.

Name of
State.

Amount.
Rs.

Bombay States.

633.

Balasinor

9,766

Western India States Agency.

194.

Bhavnagar

75,657

Remarks.

(A) Cesstons by Baroda.

For a detailed examinafci(l)n of.;c):(;
as opposed to territorial, ccssl

f)a;rs}%;r&;odgpin return for a subsidiary
force, under the Treaties of 1802, 1805,
1808 and 1817, sce Supplementary
Report of Special Committee, 1932,
Chapters XI and XII and Appendix
V. The only payments on this account
now realised in the form of tribute
appear to be the following :—

Tribute to Peshwa, settle_d by Mapr
Baflin?;line in 1812 and, mcl.uded in
«farm of Ahmedabad,’ which was
granted by the Peshwa to the Gaelgvya;
and ceded by the latter to the Britis
Government under Schedule B
attached to Article 3 of the Supple-
mental Treaty of 1817.

Tribute to Gaekwar, assigned by him
inter alia under the Memorandum of
1808 to make up deficiencles 1n .the
actual realizations from the assign-
ments under the Treaty of 1805.
(The original assignment of.Rs.74,500
Sicca Rupees is now cquivalent to
Rs.75,907. But of this sum Rs.250
is paid by the British Government to
certain other parties under the terms
of a Sanad granted by the Gaekwar in

1784).
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APPENDIX IIL.—(contd.)
ScHEDULE B.

Contributions originally paid to another State ut subse
, b i
British G A :t sequently acquired by the

(7) by assignment from the original recipient,

Serial
number in

Appendix
V.

Nawme of
State.

Amount.

Rs.

Remarks.

Rajputana A gency.

132. Kotah
133. .

152. Jodhpur
136. Bundi ..

94,218
9,252

.. (1,08,000)
98,000

80,000

(B) Cessions by Gwalior.

For a detailed examination of the
cash, as Qppt)_sed to territorial, cessions
by Gwalior, in return for a subsidiary
force, under the Treaty of 1844, as
modified by the Treaty of 1860, see
Supplementary Report of Special
Committee, 1932, Chapter XV. The
payments on this account now realised
in the form of tribute appear to be the
{ollowing :—

Present value of assignments by
Gwalior under Treaty of 1844 in
respect of Kotah and certain districts
named Kotris dependent on Kotah—
see Chapter IV, para. 143 of our Report.

Present value of recover
Jodhpur under assignment inyTrfera(f‘gll
of 1844. The amount assigned from
Jodl}pur was Rs.1,08,000, but in
consideration of the cession by
Jodhpur to the British Government
of the district and fort of Umarkot

the payment has bec . . .
Rs. 10,000 s becn reduced by

. - !

Scindia assigned to the British
S(I)I\;ircnmerflt _itn 1817 towards miain-

‘nance Qf its contingent hi -
thirds share of Keshorai& Pa’car}ll 1Sen:t:)Vr(l)e
time part of Bundi territory, the other
one-third being held by Indore. The
cession was renewed in 1844, It was
agreed in 1847 with the consent of the
Gwalior Durbar that the district
should be made over to Bundi in
perpetuity on a payment to the
British Government of Rs.80,000 to
be credited to Gwalior. In 1860 the
sovereignty of the district was ceded
by Scindia to the British Govern-
ment who in 1924 conveyed the
sovereignty to Bundi while main-
taining the annual Payment,
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ScHEDULE B.

Contributions originally paid to another State, but subsequently acquired by the
British Government :—

(7) by assignment from the original recipient.

Serial
numbey in

Appendix
1v.

Name of
State.

Amount.
Rs.

Remarks.

Central India Agency

88.

90.

15.

~4

117.

Ratlam

Sailana

Khilchipur

Amjhera
(Gwalior)

Bombay States.

657.

676.

Lunawada

Sant

42,000

21,000

11,134

34,019

9,230

5,385

(B) Cesstons by Gwalior—contd.

These tributes, of which the amounts
were fixed in 1819 by the mediation
of Sir J. Malcolm, were assigned by
Scindia to the British Government in
1821, and again in the Treaties of 1844
and 1860, in liquidation of debts for
the maintenance of the Gwalior con-
tingent subsequently replaced by the
British subsidiary force.

The tribute, paid since 1793, was
assigned by Scindia to the British
Government in 1844 for the main-
tenance of the Gwalior contingent.
It is not specifically mentioned in the
Schedule of assignments attached to
the treaty of 1860 but appears to have
been credited at the time through the
payment made by the farmer of
Ratangarh pargana, though mnot to
have been retroceded to Gwalior
together with that pargana as a resuit
of the exchanges of 1860.

Tribute originally paid by the
Amjhera State to Dhar but later
to Gwalior, with whom an agreement
fixing the amount was negotiated
by Sir J. Malcolm in 1820. Ceded
for payment of the Gwalior contin-
gent in 1844, it continued to be paid
to the British Government, but by
Gwalior direct, the State of Amjhera
having been confiscated and incor-
porated in Gwalior as a result of
rebellion in 1857.

Tributes to Scindia fixed in 1812
by the mediation of the British
Government and apparently ceded
by Scindia under the Treaties of 1844
and 1860.

(These tributes are not specified in
the Schedule attached to the Treaty
of 1860.)
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APPENDIX IIl.—(contd.)
ScHEDULE B.

Contributions originally paid to another State, but subsequently acquired by the
British Government :—

(7) by assignment from the original recipient.

Sevial
number 11
Appendix

IV.

Name of
State,

Amount.
Rs.

Rajputana Agency.

147.

Partabgarh

(36,500)

Remarks.

(C) Cessions by Indore.

Under the Mandesaur Treaty of
1818, article 4, IHolkar ceded to the
British Government * all claims of
tribute and revenues of every descrip-
tion which he has or may have had
upon the Rajpoot Princes, such as the
Rajahs of Oodeypor, Jeypore, Jaudh-
por, Kotah, Bhondie, Karawlie, ctc.”
Some of the agreements made at this
time by the British Government with
the Rajputana States provide for
payment of contributions. But these
contributions arc in the majority of
cases entirely distinct from any pre-
vious levy made by Indore and are
stated to be for purposcs of mutual
defence. It has therefore seemed more
appropriate to show themin Class (1)
of this Appendix (g.v.)

An exception is the contribution of
Partabgarh (Rs.36,350), the cquiva-
lent of 72,700 Salim Shahi Rupees
previously paid to Holkar, which the
Rajaengaged by Treaties of 1804 and
1818 to pay to the British Govern-
ment. As Partabgarh had not been
included in the list of tributary States
In article 4 of the Mandesaur Treaty of
1818, }.Iolkar endeavoured to assert
his claims to this tribute by an
expeditionary force, and the British
Government arranged that in return
for transfer of his rights over Partab-
garh he should receive the amount of
the tribute. This at the time of
settlement' was  convertible at
Rs.57,874-3-2 and is therefore paid
to I’ndore at that rate, although only
Rs.36,350 is recovered from Partab-
garh. The payment thus ranks rather
as an inter-State tribute.
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APPENDIX III.—(contd.)

ScHEDULE B.

Contributions originally paid to another State, but subsequently acquired by the
British Government :—

(7) by assignment from the original recipient.

Remarks.

Serial
number in  Name of Amount.
Appendix State. Rs.
v, -
Central India Agency.
30. Indore . 660

Rajputana Agency.
143. Banswara .. 17,500
144. Dungarpur .. 17,500

Central India Agency.
100. Ali Rajpur .. (8475

(C) Cessions by Indore—continued.

Tribute (Tanka) originally paid by
Indore to Chiefs of Sailana and
Bakhtgarh and assigned by them to
British Government. (Details as to
date and circumstance of cession not
traceable.)

(D) Cessions by Dhar.

Tributes found to be paid to
Dhar when in 1818 this State was
taken under the protection of the
British Government on the conquest
of Malwa. Dhar agreed to cede
the first two tributes to the British
Government in return for the
recovery by DBritish assistance of
territories which it had lost. The
tribute from Ali Rajpur was fixed by
mediation of the British Government
as commutation for customs duties
previously collected by Dhar in that
State. It was ceded to the British
Government by Dhar in 1821,
together with the Pargana of Bairsia
(now part of Bhopal), in return for an
annual cash payment of Rs.1,10,000.
This payment was discontinued after
the Mutiny except the amount of the
tribute from Ali Rajpur, which is still
collected by the British Government
and remitted to the Dhar Darbar and
is therefore rather in the nature of an
inter-State Tribute,
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APPENDIX VI

Extent of immunity of States from contribution to central oustoms revenue

(1930-31.)
Rs. lakhs,
Baroda—Port Okha .. . . . . - 3-80
Bhavnagar .. .. .. .o .o .. .. 51-05
Cambay .. .. . .. . .. .. .. -09
Cochin . .. - .. .. 12-57
Cutch .. .. .. .. .. .. .o .e 8-0
Janjira : Jafarabad .. .. . .- .. ~-45
Other ports .. .. .. .. .. -20
) -_— 65
Junagadh ‘e .. .. .. .. .. .. 13:71
Kashmir .. -, .. . .. .. .. 250
Mangrol .. . .. .. .. .. 1-18
Morvi .. - . 4-63
Nawanagar . . . . . .. .. 44-0
Porbandar . .. e .. .. .. .. 5-06
Savantwadi - .. - e . - ‘11
Travancore 12-57
182-42

The above assessment is based on the figures of one year only—1930-31—
and, in the nature of the case, cannot be taken to represent permanent
immunity values.

The’assessment for Cochin and Travancore is arrived at on the assumption
that the 1925 agreement had been given effect in 1930-31. Export duties
are not included in the assessment, for the reason that they are levied on
goods not subject to British Indian export duty.

The assessment for Cutch has no reference to British Indian tariffs and
only states the amount collected by the State, both in import and export
duty, at its own tariff rates.

The valuation placed on the Kashmir immunity is not based on 1930-31
figures, but is given as the average figure at which we consider it may be
fairly assessed. :
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