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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 w hlch vou addressed to our Chair-
man on the 16th December, 1931

““ On behalf of His Majesty's Government T have to state for
the information and guidance of vourself as Chairman of the
Indian Statex Enquiry Committee (Financial) and  of your
colleagnes on the Committee the chjects for which the Committee
as been constituted and the specific issues on which it is
required to report.

In my declaration of 1st December the intention of His
Majesty’s Government was announced to set up, among other
committees recommended by the Round Table Conference,
2 committee to explore more fully the specific finaneial
problems arising in connection with certain individual States.
The recommendation in question will he 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 Finanee 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
si{uation :—

(a) the ascertained existing rights of certain States, and
(b) certain conrtibutions 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 speclﬁcally 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) eash 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 advxsmg whether they should be
immediately reduced or eventually extinguished in the



manner contemplated in paragraph 15 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 pavment 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 specifie military guarantees:

(a} to compile a list of sueh territories ;

(0) having regard hoth to the circumstances of the origi-
nal cession and to the financial and other conditions
now obtaining, to cxpress an opinion as to whether any
financial adjustment should be made in favour of the State
concerned as a part of the terms of its federation :

and if so. 1o make specifiec recommendations -

b
(3) mm regard to the varying measures of privilege or

Immunity in respeet of Customs and Salt enjoved by certain
J
States :

(¢) to investigate the position in each State with g view
to determining the value of the ascertained] existing rights
1 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 sueh modification thereof
45 may appear to the (‘ommittee to he ap essential pre-
liminary to Federation. In framing such terms it would pe
open to the Committee to make allowance for any contribu-
tions of special value which the States in question might

have made, or Le making to the resources of the Indian
Government,

In the fulfilment of their task th

In . e Committee may find some
existing facts in the financial or

contractual relations between the
States and the British Government in India. which are not

specifically mentioned in their . terms of reference, hut which
have so close a bearing upon the matters remitted to them that
they cannot, in the Committee’s view be disregarded. It will

be open _to the Committee to take such facts into aceount in
formulating their recommendations.’’

Having completed our enquiry
we now have the honour to submit
of His Majesty’s Government.

into the questionsg referred to us
our Report for the consideration

*This term does not include the leased territory of Berar.

- 1he examination of the

(HAPTER I—INTRODUCTION.

Field of Enquiry.

. S rence comprised
1. The field of enquiry defined in our Terms of I?ei"gﬁﬁi he c(I)nnec-
o shecific financial problems arising U the
“in the light of I‘(’Cl)‘mlllellldatl(‘)nﬁl S
Federal Steveture  Committee and 1 Iv)h')l

¢ ite Finance  Sub-Committee, whieh
oranhe 16—20 of tie leport of its 'l‘yl\l):ll(l)(f‘ 1-0;'()1'911(’9 in Appendix 1
° Lt : S (e g Mg - : .
“'”‘11}.’(: {)oundt1~ele;(l)(1‘1§:"(‘*‘<'l (4‘;'”1 ;.L((.n:,\_\»‘{:j,l:t :mr'l diversity lof the f;]l?-lthgt

v enort. \ y a o X . . o ¢ ‘

ltx()ult(: be 2-'0)\1»0,-&1. it appeared to us from ﬂ.m1011tio$i:,1l1:t1‘1‘;§ian States
- PR .. -eeiate the points of view _‘ff ‘rne'\d 5 - important
ad((]lldt("l} ]d'p{)m'iﬂited o~ many as possible of the mor(R o
n’l'll:;sn‘mw a;?(; ‘h.ad> had ]wrs"mml discussion with the Rulers
of the ¢

. 0% extent of our
Ministers  of others at convenient (‘Pnhos: ;I"heé available, for we
;(' "]‘ d however. to be doturmlnogl })_\' f];e ”-nR‘mrt was desired
l(mlI . 1 to believe that the submission of our Rej
1ad reasoi

at the earliest possible date.

tion with certain.ﬂtate»
Third Report of the

heen described in general t'erms1 931011
e Indian Statutory C%nmltss;on,Jagirs,
1 are there classified into 210 States and 327 , -Stie(ié(;rdina s
o *( -These two categorles represent together, ula?ion
a,“d othe}‘S_- 1 fieures of the Census of 19-‘}1. a total pop11 on
the I"'O."‘Smga- 4 ) of 81.310,845%. It is ob\:u_ms that wehc%utcn (éor;
(excludmg I ullnkitimber <;f these States to visit, and \\‘e a. o con-
sleecr 2 ]anﬂ venient method of arrangement .of our tou& l'lll‘hanks
sider the Y_“O-S:'fr(x): and expense of travelling bx rail amd'ryoixl .from nks
to o o tl nd eenerous hospitality .vs:h_lch we 1-ecen% from ahd
t? the promp ad <1?\al] and to the faecilities of _travel 3 rt ind
bfﬂf&s,‘g}"fi’att}?: Sfates "which we deci@ed to visit .pleicedmai o
o eire 1 Ty s
the Ci’e“mﬁtaf;csif,,fég:lnlﬁf? ’ a?)u‘xl-e,]%urneys in India and dalollllg flli
c:)hls(tl ]cx());x])l;);ins;d 2476 miles by railway. 1,704 miles by road a

miles by sea.

2. The Indian States have
Chapter IX of the Report of t

States visited, or with whom discussions were held.
a , |
29th January, the Committee. in
n the e places indicated in thg niap
this volume, including, in the

3. Landing in Bombay o
whole or in part. visited per_soqallytth
which is shown as the frontispiece to

i Report of the Indian States
*hi i i s adopted from the
o h}s dass{))lg;-‘;)tm:egd:d or:'er by Sir Harcourt But!er, an.d gxl'lou;ésh it:ﬁ::
glm:: Ut::l!:;xge witl’z I;heir representation, direet or indirect, in the
co .

of Princes.

+In 1921 the population of the Estates, Jagirs, ete., 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,
Jamnaear. Cuteh ; the ports of Verawal and Mangrol in Junagadh,
Porbandar, Okha (Baroda), Bedi (Nawanagar), Mandvi and
Kandla (Cuteh), 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 Ageney and
Tehri-Garhwal in the United Provinces. We also condueted  dis-
cussions in Sangli, Bombay, Rajkot, Indore, Bhopal. Ajmer. Delhi.
Sizla 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
disenssions 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 Stateg in Bihar and
Orissa and the Central Provinces, we discussed the questions affect-
ing these States with Mr. A. C. Lothian, of the Indian Political De-

partment, who had recently carried out an extensive enquiry into
their status and conditions.

Memoranda received from States,

2. Owing to the short time at onr
and tc the clear terms of our instr
a questionnaire to the States in advance of our arvrival, but we
asked to be supplied with memoranda dealing with the subjects

committed to our investigation as they affected each State
individually,

dis.posal before sailing for India
uctions, we decided not to issue

6. On arrival in India we found that it would be of assistance to
the Darbars to receive some more precise indication of the
Guestions  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 thug
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 throngh whom relations are conducted with eertain

of ﬂ}e States, for the supply of valuable material and for personal
Lospitality,

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 une of

5

no formal evidence was taken, and no \'er})atxsq
X L . i ctice to
records were made of our discussions, bDut ;)'ve @i?etliz an&f:: which
obtain the general concurrence of thed 'nal;htrscolmmunications made
: . ings and 1 . )
we preserved of these proceeding ) ST \
freonllnteisrflz ti) time to the Press regarding the subjeets which at each

centre had been under discussion.

informal conference ;

; i saricus subjects committed
.onvenience of handling the various subje :
tod;)lll;x"ozntggt‘igation, the Committee was gwﬂdeg 1;1{:8 t’g::q n;alilli
Sub-Committees, under the Chalr_manshxp of 1or i ngs and
Major-General Sir Robert Hutchison respectively, vhich dealt, -on
the one side, with the varying measures of e(}:lonoréll; p niege o
immunit}: enjoyed by the States, and, on tgleeom?i‘:;;ers requiré(i
contributions and ceded territories. Wheret te; matiers requized
separate discuss;on the Sub-Committees nixe . e Ministers of the
Stlates in separa.e conferences, but as a rule t e)g)ixr'mS & %‘;hich ach
State were begun and ended with general meeting:

whole of the Committee took part.

it was found necessary to difvi@e.t'the

i i 0 i t sections for the purpose of visiting
Committee into two independen ect e purpose o i hE

i States of Rajputana an .

frey Tiore lmpmg;::itrm:xtl t;le second under Sir Robert Hutchison,
ﬁrsdt 'llnder th(;jer stage o'f the tour Lord Hastings and Somle. of ths
zE‘n at tan eal‘de a‘ pgrsonal inspection of the ports of ‘Co.c lin axtx;
Tg:lv,:rlxt?::e n::nl the backwaters connecting them and also of the

ports of Kathiawar and Cuteb.

9. For reasons of time

Official Publications utilised.

'ari cial publications which have been of specia
utill(i){ Otf) tt}llxi ‘(?Jrl:;sit?:g, apall)'t from the pmceedl}:lgsR%f trlle (I)xt}dlt?lr;
Rouil Table Conference, we would mention ‘t e poh‘ f the

lan States Committee 1928-29%, under the Chairmanship of Siv
gldmn bm’gstl g th‘é Report of the Special _Commlttee appmute@
bva el Gu ‘e ynment of India to investigate certain f.apts
evere ﬁxez onomic and financial relations between British
xI'elsyant (tio I; deianc Statest, of which the first por_'tlondappelaggg l;n
1336& a:lld espeeially, the Supplementary Report 1I§Slle mth 'C—d (31'
cérm’ina méml‘xl:rsl of the Special Commltffe’]%ga {DgoquRe o:te
Territories, to which reference will be made later In our Leport.

Questions raised ontside Terms of Reference.

. indivi tates, to which we

eived from individual 8 ) ‘
han. ’Il‘he (;n'elzl;)riggszdl‘egur great indebtedness, in numerous cases
rai‘s;fada irellil ez th)xich we were unable to regard as falling' within
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our Terms of Reference. The Butler Committee’s Report had vecom-
mended the constitution of an expert body to enyuire furthe: into
certain aspeets of the financial and economic relations hetween British
India and the States, and the instruections to the Special Committee
when constituted in 1930 (before the Indian Round Table Conference)
had enjoined them to collect facts and statisties for determining the
value of any direct or indirect contributions made by the Indian
States as a whole o all-India resources and to assess collectively
their proportion of contribution to all-India burdens. In these cir-
cumstances many States not unnaturally assumed that our Committee
was the expert body charged to investigate individual economie
grievances and that the information collected by the Special Com-
mittee would be, to a large extent, the basis of our investigation.
Our Terms of Reference were, however, strictly limited, and were
based on the assumption of federation between individual States or
groups of States with provinees of British India which had emerged
from the discussions at the Indian Round Table Conference. We
were thus unable to take into account many of the claims put torward
or to utilise all the material collected by the Speecial (‘ommittee.

Our Chairman has brought this matter to the notice of the Secretary
of State.

Division of Subject-matter of Report.

12. The arrangement of the succeeding Chapters of our Report
may be briefly explained as follows .—

_ Chapter II gives a short historical survey of the circumstances
in which the States came into relations with the British Govern-

ment, with special reference to the financial guestions which

we are required to investigate,

Chapter II1 reviews the cash contributions at present made
by the States to the British Government, of which classified
lists and a summary are given in Appendices IIT and IV,

Chapter 1V discusses the question of ceded territories and the
value to be attached to them.

Ch‘apter V deals with those miscellaneous contributions from
the States which, though not specifically referred to us, we were

permitted to take into account under the final par
Terms of Reference, paragraph of our

Chapter VI surveys the immunities which certain States
enjoy in regard to the incidence of the Indian salt tax, of which
the details and valuation are given in Appendix V.

Chapter V1I contains a similar surve i i
_ i ; s $ y of problems which arise
in connexion with Indian Sea Customs. P 1eh T

Chapter VIII deals with miscellaneous immunities or privi-
leges enjoyed by certain States, which are brought under our

%‘e:yns of Reference in the same way as miscellaneous contri-
utions.

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 recommendati
federal budget. dations on the
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Statistical Information.

13. In the cowse of our invest_igationl we have'h'«‘ld to de;;dw‘iﬁlé
pumerous  statistical details derived . irom many SOWieeh CAT oo
very nature of our task and the limited time =}1lt 0?11;<01$1t% sorrect.
mace it impossible in many €ases to ver)fy‘t ewa bare  omacious
ness of the figures which we have had to use. le o the field of’
moreover, of havingd belen uriapgitfgﬁplgfgyhﬁl g’:ﬁ‘ggs Our  main

fw 3 individual conir: 8 ) ‘.
ealll,(tll‘]l(‘,gtylnttl?rol\?;ﬁz:lt has heen the eolleetioxlblqth‘;l‘dr‘eg;f‘fﬁe léfésggg:
nd Sanads with the Indian Stat‘es publis ,. C vy
?xi:ﬁs :f India under the short title * :\1tc‘luson ks) '1111‘9;1121:{5 eéiégﬁ
1909 issue of which is being gradually 1‘(:1)1::1(30(} %:clhat even the
which began to appear in 1920 ; but we have Tound J Hu o
record in  Aitchison’s Treaties “f.paymentb rfld‘t'nfl lete. Thus
or of immunities which they enjoy, is h.y nlo .m,e‘:nbu(tll inp0u1"ReP01‘t
we must emphasize that the facts and figuves 560 P00 o top Mo
and its Appendices, though as aceurate as we nav tallible records
make them, should not be taken as complete or m e examine.
of the deta;ils of the matters which we were requ;:if:h we consider
Our recommendations indicate the .prmclple‘S o Whould be made
that the individual 1setttl}fmen;: f;&';tl;s tl:;; rbtgt{;alse :nd the ® vailable
o hav em as :

it poeniied. e b (b our S0 1 S
are in the main correct, but we must ask mdnlgencihord?ilxrrg's authori-
or errors which may be detected, having regard i(')on ethe wide field
ties from which we have derived our lnformatlr ic"ced o available
which our investigations cover, and the very res

for completing our Report.



CHAPTER II—HISTORICAL SURVEY.
The Dynasties of India.

14. India has scen the birth and extinction of innumerable
dynasties. From the earliest recorded times there have been
empires, kingdoms and prineipalities, some rising and falling with
meteoric splendour and rapidity, others persisting with varying
fqrtunes 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 centuri ; a single
power achieved paramountey over all {ndia. u'llv‘llf: ﬁlz:i"; :"ajmfghe
Maurya dynasty, of which the most famous name is ‘that (;f the
Buddhist Emperor _Asoka, whose beneficent rule wa§ universally
acknowledged for a brief period in the third century B C‘ The second
was the great dynasty of the Moghuls, I\Iuslim.in\'.ad.ers fr(;m the
north, whose empire was founded by Baber in the 16ih century
rose to its zgmth under Akbar (1556—1603), and declined ra idlj;
as it had arisen, after the death of Aurungz,eb in 1707 TP

oy, W cnae s g et 1 B
ny bega ge in niddle of the 18th Century from

gx?xte (())tt i)lg:?luﬁglicogcfﬁn' with which it hagd been Satisﬁeed l:;igce the
hime of Queen B Zil eth, by the aradual assumption of the responsi-
decay. Wi t}fl’. 1}?3 power, the Moghul empire was fast crumbling t0
dec ).'1 ithin the next hundred years, after 4 period of constant
moil and warfare, the map of India was redrawn as we see it to-day.

The Great Moghul had v i
under a new garamm;ntrz:?;sed away and India was again unified, it

noy'hgsngéqulbihr:l\vtglltvlon (of a Dritish for 4 Moghul suzerain did
palities On, the oet the dlsal)pearanee of the indigenous P"inci'
it a new stabilit contrary, the rise of British power brought with

Stabiity to many of India’s most ancient dynasties an

i"tessc‘:;g, ?vro lfltd leas: ensured the survival of, others which without
storm. Some tﬁir ainly have foundered during that century ©
unsuceessfully th rlez _were which disappeared after challenging
weakness andycorsllpttil()t:fhotr})l?:: K oghErsh fhrough their own inheref;
het Rt S agam through H r
Woiltl}‘]s’ tah’;d Ig:;) :D&heﬁatmn of the doctrine of lip:eb ewf}?il;ﬁrfs (;fs;:,zg
this latter polic ord Dalhousie. But after the Mutiny of 1857
from Queen Vigto‘:izs s%rl):rrrlllg abandoned and the Princes recei?
be perpetuated. assurances that their dynasties wou

18. To-day India numbers within her borders nearly a hundred

Princes entitled to th .
e .
larger company of Rulers e‘ififé"“ of ‘ Highness’” and a f8°

title, possess and exercise many of th

It is by no means to b 088€83
§ e s )
equal measure of internalug\rl)?:f)gmthat S g an States 1

reserve : . V. On the ; while som®
External a#;?::t o;{:ﬁ:t int hs;:y_soveseignty oui:indt: 83]9 w:plhire of
' " Ing degrees, are required to acce?

though not honoured with that
e main attributes of sovereigﬂz;

a

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. Jolow it are seen the
Sikh States of the Punjab and the small States founded long ago in
the Himalayvas 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 Qouth :—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 is in 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. Tnto 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 refer to some deve'lo_pp)‘ents which followed upon
the transfer.of the Company’s responsibilities to the Crown after the

Mutiny of 1857.

Decay of the Moghul Empire and rise of the Mahrattas.

21. Auiungzeb,v the last of the great Moghul Emperors, left on
his death in 1707 no successor .capa.ble of maintaining the
inheritance. But there were already in existence powerful elements

LsS9SEC{WOP) B
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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
Vieeroy of the Moghul Emperors in the Deccan in 1713, but soon
achieved independence of Delhi and hecame 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 thém 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 aneient 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 candidatcs
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 w}xo 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 th
another entered the British system o, 85 one State aftec

problem which will receive detailed attention i
*“ Cash Contributions ’’ ang ¢ Ceded Terrilt(:)x:-i;:”
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Extension of British influence by the Marquess Wellesley.

9%4. By 1761 the prospeet of French domination in India, at one
time a not unlikely issue of events, was at an énd, but it was z_mt
nntil 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 _dxstmc,ts of
Madras in conjunction with Haidar Ali of Mysore,_whxle 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 .eo—operated in the
second war against Tipu in 1799 and was again rewarded with a4
share of the spoils. 1t was on this occasion, after the death of Tipu
at the storming of his eapital of Seringapatam, that the Marguess
Wellesley restared the ancient Hindu dynasty which now rules in
Mysore. During the next few years that great Governot-General
was busily employed in dealing with the Mahrattas who had becqme
weakened by internecine warfare. The Peshwa, who had bee{n
defeated by Holkar, accepted a British subgidiary foree in 1802
A similar agreement was concluded with the Gackwar who, alorlle
among the great Mahratta military powers, never took the fieid
against the Company. With Holkar, Seindia and the Bhonsia Raja
matters were not so easily settled. Their attitude at this time was
such as to pecessitate a declaration of war and, by the treaties which
followed their defeat in the field, Secindia lost mueh territory and
agreed to protection by means of a subsidiary force, while Holkar
was forced to surrender a large part of his territory. It wag nof
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 Holksr’s elaims to tribute from the great Rajput
States were remounced and that a British force was permaneutly
located in the vicinity of his capital. The Bhonsla Raja by the treaty
of 1803 lost much of lis 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,.wh_en,
owing to a failure of keirs, it became extinet, and by the applieation
of the dactrine of lapse its territories fell to the Company.

Attempt to repudiate the responsibilities of Paramountey.

25. By the time of bis premature recall in 1805, Lora Wellesley
had doxf; m?mh towards the accomplishment of his declared design
** to unite the principal native States in the bpnc} of peace under 1:,119
protection of the British power ” by establishing a g:omprehe.nszve
system qf allignce and political relation over every region of Hmmf-
stan and the Deccan.’”’ His recall was due to the fact thac this
policy was cordially disapproved in London, snd during the next few
years the East India Company made a determined effort to evade
and diselaim the respousibilities 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 lipes laid down by Lord Wellesley. It was thus that the

LaRORFC(WOP) »2
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pacification and settlement of Kathiawar began, although it was
not conciuded until 1820, and relations were established with the
Princes and Chiefs of Bundelkhand in Central India. Similarly, iu
1808, an internal rebellion in Travancore led to the firmer establish-
ment of British influence over that State, which had already reecivec
a subsidiary force by a treaty of 1795. DBut in Rajputana and Central
India the new policy imposed from England was one of renouneing
the maintenance and extension of British influence for the sake of &«
peace that was no peace. Alliances which had been concluded
with eertain Rajput States were repudiated, and the country was
abandoned to the exactions of the Mahrattas and the rapacity of
Pindaris and Mussalman frecbooters 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
relizions brought together out of the corruption of weak anv
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
?‘f carrying on even the elcmentary funetions of Governmernt.

Expression might be racked,”’” wrote Colonel Tod after peace ard
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
bropght 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
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
Gow"ernment, since it was a cardinal feature of the Governor-General’s
policy that States should be isolated from each other, their foreigﬁ
relations being retained entirely in the hands of the Pa’ramount Power.

27. A sim_ilar proeess of pacification and rescue from anarchy
and oppression had also taken place on the northern frontier as a
consequence of the incursions of the Nepalese. On the econclusion
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 Paramountey. In fact, by 1818 po State in
India, with the exception of the Sikh principality established by the
great Ranjit Singh in the Punjab, could claim independence. The
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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 seeond Sikh War (1848-49) 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 DBritish arms, with the loyal co-operation of numerous
Indian 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 paramnount power in all India 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 hut eagerly acknowledged by the Chiefs.”’

Subsequent economic developments.

29, In the vears 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 Maleolm, Tod and Sleeman, India rapidly progressed and
developed. When the co-operation of the States was required in
the interests of all India it was freely and ungrudgingly given. They
made free grants of land for the development of India’s great railway
system, which in 1858 comprised but a few hundred miles, and now
extends to over forty thousand. Over these lands they ceded civil
and criminal jurisdiction in order that the development of trade and
communication might not be hampered by a multiplicity of
authorities. Co-operation was also forthcoming for the construction
of roads and irrigation canals. Many of the States which possessed
local currencies and postal systems agreed to abolish them so that
their subjects might participate fully in the benefits arising from a
central administration of these great public services. Similar
progress was made in the removal of the barriers imposed on trade
by a multiplicity of fiscal systems. Practically every State in India
had from time immemorial levied tramsit duties on goods passing
through its territories. The growth of the railway system was
inimical to this form of taxation and the Princes of India, realizing
its incompatibility with modern conditions, agreed to its extinetion.
Some Rulers further agreed to abolish export and import duties,
though the majority of Indian States still depend largely on revenues
from this source.

30. Steps were also taken between 1863-66 to advance the freedom
of India’s coastal trade. Previously the ports of all Indian States



14

had been treated for customs purposes as foreign, and goods arriving
therefrom at Bombay or any other British Indian harbour for ship-
ment to Europe had been subjected to import duties, exports from
British India being similarly taxed by the States. Arrangements to
remove these impediments to trade were made in 1865-66 with
ecertain of the maritime States. In subsequent years this process was
further continued until the British Indian sea customs tariff has
been adopted by every maritime State in India with the solitary
exception of Cutch. Another development of great importance
was the series of salt agreements concluded during the Viceroyalty
of Lord Lytton (1876-1880) with numerous States in Rajputana and
in Central and Western India. Most of the great salt sources of India
are situated in Indian States, and it was essential to secure their
co-operation in order to arrange a diminution in the cost of produec-
tion and transport as well as a more up-to-date and businesslike
system for the collection of the salt tax, which has always been one
of the mainstays of Indian finance. In these arrangements the
co-operation of the States was forthcoming on terms which, though
occasionally resented as doing less than justice to individual interests,
have proved to be of material benefit to India as a whole.

__31. Tt will be apparent from the above that the States are closely
identified with numerous branches of all-India activity, and that
this process had already gone far even before the emergence of the
fedpral ideal. To a great extent indeed Railways, Currency and
Coinage, Posts and Telegraphs and Salt are already ‘‘ federal
subjects.”” The all-India services of public utility funetion 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 a position of sub-
ordinate isolation. Later in the nineteenth century India attained
a higher degree of unity under the Paramountev of the Crown.
but the States remain without means of guiding or even of
gﬁectxvely 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
C_rovivn to discharge its responsibilities as trustee for all the con-
flicting interests under its suzerainty or rule, and it would be rash
to affirm that the point of view of the States equally with that of
Bl‘lt.ls}l India ha_ns alwgys been in the minds of those who have shaped
India’s economie policy. It is in our view inevitable that in the
process of transferring further responsibility in such ma€ters to

Indian hands, provision should be made for th sa3 o gd
of the States. v the due participation

CHAPTER IIL
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 Qurkha, 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 offieially, known as tribute, a term of which the use on occasions
will make for brevity and, indeed, is inevitable in the present con-
nexion. We refer in Chapter V to certain other payments by the
States which cannot be classed as tribute.

35. While the first extant treaty with an Indjan State 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 few words. Before the Butler
Committee the States demanded that without their own agreement
thq rights and obligations of the Paramount Power should not be
assipned 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
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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 will not pass
as of course to the Federal Government. They are not, therefore,
as they seem to have been treated by the IFederal Finance Sub-
Committee (see Appendix 1, paras. 16—18), in pari materia 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 hal assigned to another authority anv
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
the exceptional comtributions (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
provinces 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
o_f income tax receipts is obviously very different from a eontribu-
tion made, as the tributes are, not in virtue of a taxing aet 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 provinees, it
is not unreasonable, so long as the difference is clearly borne in
mind, to regard the one as pro tanto counterbalancing the other, or
to look forward tb the extinction or reduction of the one pari p&ssu
with the extinetion or reduction of the other. Certain analogous
questions which arise in connexion with
discussed in Chapter IV,

ceded territories are
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Classification of cash contributions.

40. Cash contributions falling W%thin the scope of this (iia;z)tftr
have heen dealt with individually in Append_lx 111 to otl)n: : p m::
where each such contribution has been classified and lr1et }?ot‘
ticulars of its history and origin have been given. In t '}e blas xt
tabulation we have been assisted by the list given in fa ed M
appended to the first report of the Special Committee re erreh 0
’in Chapter II. The numbers of the contributions and t (;3}1
varied origin have necessarily made the statement 1n the ?ppsgu::
a lengthy one, and it must suffice here to give some g‘enera1 ai unt
of their main classes with examples of gach, e.m.d to state anc el P‘onq
the prineiples which we have applied in arriving at our conelusion:
regarding them. N

41. The contributions fall into two categorics, t})g first com_px:lsir}ll;;f
all tributes imposed or negotiated direc‘tly b)_f British e}uthorm, he
second, those transferred by or inherited from previous suzerdin
powers or overlords.

49. Of the first category five main classes, which are detailed below,
can be distinguished.

ibuti i 4 inty, very
(1) Contributions in acknowledgment of suzerainty,
cor(im)xonlv imposed by treaties embodying an obligation to g:ud_
or proteét on the one side and to give subordinate co-operation
on the other. .
ibuti i ion ‘obligati for the
(23 Contributions in commutation of -obligations ‘
prévi)sion of a State ‘“ contingent force 7 or other form of
military assistance.

(3)" Contributions for the maintenance of a British ¢‘ sub-
sidiary foree.”’
ibuti ati storation of a
4) Contributions fixed on the creation or restors 2
Stzgte) or on a regrant or inerease of territory (including annual
payvments for grants of land on perpetua! tenure and for
eq{lalization of the value of exchanged territories).

(5) Contributions for special or local purposes such as the
maintenance of loeal corps, police, etc.

43. Of the second category, viz., those tran§ferrec1 by or mhemtedr
from previous suzerain powers OT 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 'c_geaty.

44. Tt will be evident from the details given in Appepdix TI1 that
the seven classes defined above are mot mutually exc.lu.swe, and that
many of the tributes cannot be ascribed to one origin or purpose:
only. - Suberdination or acknowledgment- of ‘suzerainty, restoration

or grant of territory and guarantees of protection or the provision
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of specific forees 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 deseribe and illustrate

these classes more fully, indieating each by the number assigned to it
above.

Tributes directly imposed or negotiated (Appendix IIT, 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 obligation
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 elass of contribution, By these treaties
protection was guranteed to the States in question, and they, on
their side, acknowledged the supremacy of the Bl‘iti,sh Goverm;lent

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 wag restored, and the State re-consti-
tuted after its conquest ; and g subsidiary force wag 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 R, 241 lak
Instrument of Transfer of 1881, restoring %th hs a year. By the

angements only amounted to
usly  admitted or established.

Nagpur. Contributions with this origin
those ineluded in the present class, fall
of acquired tributes. which have been
classes (6) and (7).

47. Class (2) comprises those cases in which igati
] an obli to
supply troops for the common defence or in support of fgt:ﬁliancp
between the State and the British Gove J

the transfer of liabilities, previo

» was commuted for an
artmual payment of Rs. 1,61,290, the present cash eontribution o; the
fn?iteb Indoxée (whosedc?rntribution was capitalised in 1865), Jaora
nd Dewas Senior and Junior furnish ; ibuti

e i i urnish instances of contributions
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i tributes
is related to the _second. in that _the
wli%h Ciltasan(li)risles also bad a military origin ;“bu'% ?dli ;rhesgo;:::%s’
s for 3 ﬁxedttotii(x)lve;‘f t’zllfe cSO:;.tgtb; thiuBSritishy Govern-
- maintai ec :

llggllll:tau'll‘elgvggfcotrt? I()31(‘)(::hin and Gwal‘io.r supply 1m€zinc:ieo§asiu<3;
paynients for the maintenance of subsidiary forces. ¢ Sz e e o
Gwalior the payment is made, not from the reso%rces.bo  the ferriores
ruled over by Scindia, but by an assag‘nment (I) dt'n ;1nd e o
Ruler from States in various parts of Central India 1 dating flom
the days of Mahratta supremacy. These contrl‘k;utlonsmther o)
be found in the class of those acquired by treaty irom a

o ) d
here cash contributions are pal
o d or enlarged by the

49, Class (4) comprises cases ;
by States “Shi"h have been created, restore is that of Coock-
British Government. One of the earliest cases mf delivery from
Behar, whose Raja agreed in 1774, as the price é)t te for ever to
Bhuta'n., to pay half the annual revenues of his Sta gted 780
the British Government. This obligation was com;n f the present
for a fixed annual payment of Rs. 67,700, the amouDOI(: its creation.
contribution. Benares affords a modern mstance-to k to | ay a cash
or rather re-establishment, in 1911 the State undertoo p Y volved
contribution caleulated on the basis of the 19ss of rev%nui\’[aharaja
in making over the sovereignty of the terrlttory'to te‘:leral frorr;
The tributes of the Simla Hill States daﬁ (l}n k%as and re-
15l when thee St vre e GO 8 UL T

‘o ) : TR
f:sagghigsdt:itb;?:s ezra,lre fixed as commutation of llib;ht%ei éﬁ‘it;}x
supply of begar, i.e., carriers to be provided by the State fo 3

transport.

5 considerable Nl > } ey
Daz'o’tr?gllftr: i?lrie:ifgcta of certain portions of their territory, originat

ing in the fact that their title to the districts ifn q};l:lsttl:i:l :1;2 0;2

some doubt or was asserted only by means o le. pays an annual

Apgarh o e Gl Tndin Ageny, fr PRl BOV0
i . 7,014 for two di8 :

;ctr;blf:to(l)'itilzi in 1803. The cases of Charkhari and Panna are

i i igigarh, while Bihat affords an
almost identical with that of aAgﬁ%‘a e oubt . Bhawnagar,

Instance of a payment Where Rs. 52,000, fixed in 1860, for
in Kathiawar, makes a Payme’éttaﬁ h:a been tacitly allowed to

certain vi s in which that t . o th
eilc.etracligev;g:greeqign rights after their cession by the Peshwa to the

British Government in 1802.

i at of States having their origin
ft: aosg s::vtaltlme only, of wh_ich the Satara
These ‘States oriqi.qated in such grants,
dan kings of Bijapur, the Moghul
Whether made as grants gf land or (_)f
h them in the unsett_led times of tl}elr
origin a territorial jurisdiction, which developed 1ndcoursed of tg;l:
s el 0 e haenie
appeared or as the grante §

authority.

number of cases in which States

51. A cognate group o
in jagir grants. i.c. gran
Jagirdars supply examples.
from the local Muhamma
Emperors, or the Mahra_ttas. )
land revenue, they carried wit



20

52. The Southern Mahratta States and their contributions afford
perhaps a closer parallel than any othe'r to a strietly 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.]

93. Class (5) eomprises 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 eorps. For this also the Jodhpur State pays Rs. 1.15,000
annually. The payments are relies of stormy periods in the his-
tories of the States concerned, which have long contended that these
burdens should not continue under modern conditions.

54. The Kolhapur State also makes certain
the upkeep of the Kolhapur Infantry,
under the command of the Resident
for the expenses of the Agency
Resident and his establishment,

special payments for
a body of troops maintained
: for the time being, and also
, Including part of the pay of the

The. assignment originated in an

; ' rs of the Ruler were restored, but
at a time when the Resident was still in some degree responsible for

thg administration of the State. The amounts retained from the
tributes due by other States to Baroda but assigned and used for

the police of the areas from which the are dr
3 . y : a yn d
classed in this category. Y v may also be

Tributes acquired by conquest, lapse or assignment.

(Appendix IIT, 8chedule B.)

55. This concludes opr review of ¢t .
category of tributes . th he five classes of the first

) ere remain the two classes of the second
category, viz., thoge acquired from previous suzerains, overlords or
%)owers who exacted: tributes de facto or de jure. It will be evident
rom what follows tha_t these transferred liabilities are mostly of the
Same nature as the tributes of Class (1) of the direct tributes.
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56. Class (6) comprises tributes whieh acc‘z'uegi' t}to ts}‘lt; teB:vll:I_liilll]_
Government in India on the conquest or lapse of flihe afe which
originally received them. It is by far th(? largestt Orou ? 8 Sta’te&
in ?t are included the tributes paid by t\\ﬂp (g)r(;a gandpthe Cantral
one in Kathiawar, the other in Bihar and Orissa

Provinees.

- 's 31 and its tributes range from the
RSD’Z';',(;P élfoO;gl(;r %:01115)01,1‘211613}) e;)Sai3d by Nawanagar andf i:T{/ethlpgg
res'pect’ively, down to petty amounts such as‘ 1{1?‘ SuaTtigulars‘head’.
which is the contribution of Bhavnagar.undel Fna p Appendix T11.
A full account of this important group will be fmm’ ‘1111 4 1pzx\-tai)1ished
'In the latter part of the 18th eentury the :\Iahrattdsdmcver.e evying
their supremacy in Gujerat and Kathiawar, aﬁ . “ver the more
tribute on States in both areas. Their hold, especla vf’. (i: they exact-
distant States, was intermittent and the tributes W 1{cns and were
ed were levied under pressure of ,pe‘“Od‘C?l ml‘ ?310 -ere fixed in
undefined in amount. By British intervention ,t’ uyd“i ce 1820 all
18086, after the well-known ‘* Walker settlement, }?r}ch " ;eshW; and
have’ been collected through British agency. hI.SOt € Those with
the Gaekwar levied tributes on States in this area. uired from
which we are here concerned belonged to and were ac%mmutation
the Peshwa, first by treaty in 1817'among ce5519n3 1;1 (ic-and iy
for a contingent foree, and, finally, in 1818, on his :S te.a o
fall, as part of his posselssioxas s&:)clggnf‘i‘ii lt)i’ibelftr:}'; pa;Yments made

: i asse . .
B Gar Se i he Bombny Frsdens

which have a similar origin.

58. The second large group comprises 3? tnbute-pa)’iﬁg C%?ctr?l
situz;ted in the province of Bihar and Orlgsa and in the Bioela
Provinces. These States were formerly tributary tOC efederacy
Raja of I\fagpur, one of the members of the Mahl('lat'ta 18?)2 Seven:
whose State after many vicissitudes finally lapsed in nsf r'red from
teen of the States pay fixed tributes. These w%'i T : eccrued to
the suzerainty of Nagpur by treaty in 1803. e §es guetuatinv
the British Government at a later date and fe is on hich the;
nature and liable to periodical revision. The a}slls lontv:evision in
were fixed has varied at different times, bUt_ at the zs balance of
1907-8 they were assessed on a consideration Offt ?1 ini t a(?cion
revenue remaining after deduction of the cost of a ?ltr}llls ﬁlllel‘
and a sum adjudged sufficient for the du_e mamten}?ncfe oh S(; ) 0%
The largest amounts dare e 8;),(1(1)12 If)i&:ilgdbt};igz(taes 0onlty et‘.voa fﬁose

i andgaon. | = o=
]ffhgll:i%;;}:'ha:gdq)henkanal, exceed Rs. 5,000. They pay Rs. 5,525

and Rs. 5,099 respectively.

' in this category two smaller groups of Bombay
StgtgésTvgﬁir:haﬁ:va:sgeen already referred to—the Southern M.%hr?“a
States and the Satara Jagirdar group—who make cash contri fut1qns
of substantial amount in commutation of thgatlons to urms
mounted contingents, and a few other individual cases.
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60. Class (7) comprises the tributes assigne iti

me_nt by the Mah}'atta States of Baroda,l%‘rwglitgrthligggsh golg(;lm’
With few exceptions these assignments were ma’de as a:tn f -
ments for su};s1d_1ary forces or contingents and werepa : i
?e?}gz osf terlntoru:l ces]?{ions which are fully detailed and egislglll);?é
n upplementary Report of the Special 1 i

next Chaptgr of this Report. Amongpthe e}g(::}l)lt?;ltltseea;m:hm tthe
tributes assigned by the State of Dhar from Banswara and D tngar.
pur. These were made over in 1818, when the State wa utnei’:.l‘-
under British protection, in return for the recovery of lost dsistlz"ic::

Recommendations in case of tributes directly imposed or negotiated.

6;[. ‘We have now, in accordance with our
reviewed the origin and purpose of these cash chzlx‘gisbtﬁonRse ferfince,
procc_eed to the sgcond part of our duty. Our Terms of R’ ?n o
Il;qulre us to advise ‘‘ whether they (i.e., cash con’cributions;3 eﬁeﬁlc 3
e 1mmed1ately reduced or eventually extinguished in the .
%%%t%n;fﬁﬁfﬁfezn par;gr:;ptl: 18 of the Report of the Federal If‘lilﬁg;l:g
- , or must be regard i
recommendation as being for s%)eci:flaifi cigzzlld;ug}ii)si(;og: t?)fr :t}fl:;

of payment for material assets il i
oF Tho contributing it such as land still in the possession

. g?e {xﬁhﬁgrtailgrapllll 18_ cited above, the Sub-Committee says :
tions of a feu;:Itnzzgrles’uie;eerilliy speak}ng, ) Dyace for con{:il;;
4 1 r the new Federal Constitution :
Ic;]:(lgr’e;cll;: probability of a lgck of Federal resourcegsgttu:lll(:an ’ :n(};
prevent ,our recommending their immediate abolit] ou‘?;
Provincg lplé)potse. that they should be wiped out pari assuml'lt'h the
o thaenet (S)zlell;:buttmns discussed in paragraph 16 Z;bove Wleem:3
while, 8 to us to be certain cases in whi ] D
et b e rlative magninde of the burdon ot the ash
ezcessive loss’bal} Wwe suggest that it might be possible v:'tl(ia t
eng thrown on the Federal Government to lrer(x)l‘ilt

at once that part of an ibuti
y contrib ich ig i
cent. of the total revenues of a1 sﬁlt?’ ’W ieh is in excess of five per

63. The supposed feudal
in the above rateest nature of the contributions, referred to

erl f 1
.

contributions, such ag th :

YN ose which

an obl o represent th i

be of ;gfizt;(()inlto ren der- military service, can :o cOI;lmntatlon of
al origin or nature. Many of themp pery be held to

the feudal system ag ordinarily understood and
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contributions in general contravene this fuqdargental principle. It
is not that there is anything in cash contributions as such incon-
States have themselves

sistent with the federal idea, and some
suggested that their contributions to the federal fisc should take
this form. The present tributes, however, not only have no counter-

part in British Indian provinces apart from income tax, the
abolition of which as a federal source of revenue is proposed, but
they are both arbitrary and unequal in their incidence on individual
States. If they were not so it would be quite possible, and perhaps
desirable, to consider their retention as a part of the federal finan-
cial system. Many States moreover pajy no tributes at all ; and the
distinctions which exist between one State and another in this res-
pect, as well as in respect of the amount of tribute paid, are largely
the result of a series of historical accidents and depend on t'he
circumstances in which the relations of the State and the British
Government were stabilised or of the exigencies of the time or the
policy which then prevailed. Contributions to the Paramount
Power by some of the States under its suzerainty may no doubt
have had a historical justification ; but, as between the members
of a Federation, such payments by some units for the benefit
of all have no logical basis. Apart altogether, therefore, from
any objections based on feudal relationships, the States now
paying tributes can and do justly urge that no unit on entry
into Federation should remain burdened by these exeeptional
contributions, in addition to the contribution which it makes through
the incidence of indireet taxation common to all alike.

65. It is true, as we have shown, that in certain cases tributes
represent a payment in return for rescue by the Paramount Power
from complete extinction, for restoration after expropriation, or for
additions of territory. This class of tribute as well as that of tributes
for special or local purposes we reserve for consideration below ;
but, as regards tributes in general, we are in full agreement with the
conclusions of the Federal Finance Sub-Committee that there is
no place for them in a federal constitution and that with Federation
they should be brought to an end. We would apply this conclusion
to all tributes comprised in classes (1), (2) and (3) above, whether
they originated in acknowledgments of suzerainty and obligations
of subordinate co-operation, in contributions for general protection,
in commutation of obligations for the supply of troops, or in

Payments for subsidiary forces.

Contributions represented by ‘‘ Material Asgets.”’

66. There are cases where, apparently or in fact, a consideration
has been or is being received in respect of the contribution, and we
haw{e 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
or local purposes, the recommendation of the Federal Finance
Sub-Committee for the immediate reduction or final extinction of

the payments should not apply.

) 67. We bave found some difficulty in interpreting the phrase
¢ material assets such as land.’’ but believe that we must consider
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here our fourth class of the first group, in which contributions are
classified as paid in respect of the creation of a State or of the
restoration, regrant or enhancement of its territory. The word
‘“land ”’ is in one sense ambiguous ; but it is reasonable to assume
that the Sub-Committee had in mind private as distinguished from
public or sovereign rights. We have received and tabulated no
claims for tlie remission of payments made in respect of ‘‘ lands,”

where the recognition of sovereignty did not, either expressly -

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.cxercised 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
distriets. 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 eonstituting 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 differently
from its other territorial possessions except for the payment of the
fixed annual sums. The cases of Panna and Charkhari are practically
identical with that of Ajaigarh.

68. It might possibly be held that the tribute paid in such cases
_is payment for material assets still in the possession of the State.
We' feel, however, that it is difficult to distinguish these tributes
or to treat them differently from those imposed on the many States
restored in whole after a usurpation and handed over on eondition
of the payment of an annual sum by way of tribute and not of rent
or from those of States originally created by way of Jjagir granté
but afterwards recognised as sovereign States at, or subsequently to
the beginning of their connexion with the P;iramount Power, ix;
both of which cases we hold that the tributes are clearly such as
should rank for remission. .

69. In the first case, the difference has been one of words and not of
facts, since sovereienty has been exercised by both groups of States
in the whole of their territories, whether the contribution has taken
the form of a tribute or a payment for g perpetual lease. In the
second, the same considerations apply to the payments made hy the
Jagir States for the whole of their territories as to those made by
the S_tatgs now in question for additional districts. In the case of all
the justification for remission is that such payments contravene the
principle of equality of contribution and that their Rulers have the
same expenses and burdens of administration as those of other States
and 9qually require their revenues to meet public needs. While this
apphgs to all distriets, even though of jagir origin, in which Rulers
exercise the same sovereign powers as in the rest of their territories, it
does not apply to distriets in British Indian territory held by States’ or
their Rulers. as private landowners, where the responsibility and
cost of public administration falls on British India alone,
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70. A difficult and crucial case is that of the State of Benares,
which was re-created in 1911 after a long period of extinetion,
subject to payment of an annual tribute, revised in 1919
on the transfer to it of additional territories, and since then fixed
at Rs. 23 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 DBenares or other .States
similarly situated be brought into Federation on a footlng.of
equality and on an equitable financial basis, and the date on which
the tribute first became payable is not really relevant. There 1s
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
provineial 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
pPresent purpose, and would advocate that, if the principle is accepted
that tributes are ultimately to disappear, it should be applied broadly.
We have carefully serutinised 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 ‘‘ 8pecial and Local Pﬁrposes.”

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 deseribed
in Appendix III. 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 eertain cases that
the forces for which they contribute are neither recruited, stationed
nor used in the 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 foree of the argument which prima facie they
Le8OSEC(WOP) ‘ c
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present. It appears to us that where a State contributes for a foree
which is required for purposes which lie outside its responsibility
and borders, its contribution should be classed for remission ; only
where and so far as the contribution represents the due share of the
State in the maintenanece of a foree for its own or for joint needs
which it is unable or unwilling to supply should its eontribution be
held to be for value received and payable even under Federation.
We recommend that the problem of these eontributions be examined
and dealt with by the Government of India on thes¢ prineiples,
but we have provisionally treated them as ranking for remissior.
The examination might also inelude the ease of the Mewar Bhil Corps.

74. Another ease of a contribution made for a special or local
purpose is the sum of Rs. 3§ lakhs due from the State of Baroda and
adjusted by deduction from the tributes collected by the British
Government on behalf of the Ruler of that State from certain
States and Estates known as the Tributary Mahals in Kathiawar
- and the Rewa Kantha and Mahi Xantha Agencies. The sum was
fixed by treaty in 1881 in commutacion of the services of a contingent
of 3,000 horse which, originally raised as irregular cavalry, had in
course of time come to be used for policing the Mahals paying the
tributes. The treaty provided that the duties carried out by the
contingent in the Mahals *‘ should be in future performed by a body
of mounted and foot police, entirely under the management and
command of the British Government,’’ and for the annual payment
of the sum referred to above in consideration of which the obligation
to maintain the contingént was terminated.

75. The payment is appropriated in aid of the cost of the police
who have succeeded, and carry out the daties of, the contingent
The assigned amount of the tributes was thus made over and is
utilised for the benefit of the tributary areas and, in our opinion
constitutes a genpine case of a contribution for g ;pecial and loeal
purpose, for the abolition of which no adequate reason can be shown.

Recommendations for Tributes acquired by conquest, lapse or
assignment, ’

76. The principles to be applied to the first divisi
of acquired tributes, vsz,, those obtained t}r:ogjrvhmt(}):é Ofcogl(;ugs:toig
lapse of the State which originally received them. do not require
very lengthy t;‘eatment. In the large group of the S,tates of Western
%)m;m and Gujerat, and in that of the Central Tndia and Bihar and
Ofma States, the payments are of the same nature as those of

ass (1) above and arise from the trangfer to the British (Government
of the allegiance or subordination which they acknowledged to their
I_)tI‘EVlIOUS overlords together with the payments which accompanied
ii;m (t)lf tv;ﬁ.smp.ller groups of cases the payments aré in commuta-
on 2 wﬁ' ;lgzétlons of military service, originating in Jagir grants
possessingmsov ::;zsna;eo g&gg]opﬁd which ha;e long been recognised as

) ) - In no case do we consider that th

payments are in consideration of an materi ; i ad
Justify a claim to the retention of thjg pa;ggllxtgsit:‘:]er};‘(;geliﬁg

or that they are used: for an i
¥ special or loeal
hold that they should clearly rank for remiss?ol:::pose' We therefore
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77. The second olass of acquired tributes, which comprises thodd
obtained by treaty, raises on¢ of the most diffieult problems with
which we have been confronted. In many cases States are, or were,
under obligations to make cash payments to other States, afid 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 subsidiary
forees, 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 assiguments 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 1V.

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 gemeral.

79. The Round Table Conference, when it recommended that
tributes be extinguished as early as passible, did not perhaps recall
that, in addition to those paid to the British Government, there 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. Sueh 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 degree their own claims to a superiority of status, if not toa
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
acknowledgment 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 mnst be recognised.

R0. We have no mandate to deal with those inter-State tributes
Which have not been assigned to the British (Government, whether
they are paid direct from one State to another or through the British
Government. But, to illustrate the extent and importance of the
problem gnd in view of its connexion with the sssigned tributes,
those cases which have come to our notice have been shown in
Appendix IV side by side with the summarised table of payments
made to the British Government.

81. Whether or not these payments are to be regarded as incom-
patible with the relationship between States who are members of a
tederation, we can, for our own part, only record a hope that a
LOS9SEC(WOP) of
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generous policy on the part of the creditor States will ensure that the
payments disappear along with those due to the British Government.
If the acknowledgment of status is considered of more importance
than the payments themselves, we may observe that in eircumstances
of this kind the tender of some formal token is a well-established
practice in India, and might reasonably be substituted tor the pay-

ment in cash.

Inter-State Tributes assigned to meet obligations for cash
contributions.

82. Our real difficulty, however, is the treatment of the tributes
assigned in lieu of cash payments. To cancel these assignments,
and thus return the right of receiving the tributes to the States which
have made them over, is no help towards Federation, nor, especially,
to the establishment of an equitable system of federal finanee.
Nevertheless, this is the course which we feel constrained to
recommend. There are three alternative methods of dealing with.

these cases.

The first of these is to excuse the tribute-paying State (e.g.,
Ratlam), and at the same time to give credit for the amount of
tribute to the State (e.g., Gwalior) which assigned it. This involves
not only the loss of the tribute but the payment of compensation
for it, would be manifestly unfair to federal revenues.

The second is to remit the tribute without reference to its
history and to give no credit for its assignment. This policy
ig, in our opinion, impossible so long as inter-State tributes in general
are not extinguished.. Suppose, for example, the Rutlam tribute
had not been assigned by Gwalior, but an equal direct cash tribute
had been imposed. The levy from Rutlam would still continue along
with other inter-State payments even if the British tribute were
remitted. To remit without eredit or re-imbursement to Gwalior is
to be generous at the latter’s expense.

The third is to hold that, until the States generally agree to
remit inter-State tributes, the fact that an inter-State tribute has
been assigned to the Paramount Power and that the latter is
willing to relinquish its own interest in it, ought not to affect the
position as between the State which pays the tribute and the State
which has transferred to the Paramount Power its right to receive
it. In that event the tribute would continue in existence, and,
after the Paramount Power has relinquished its interest in it, the
right to receive it would revert to the State by whom it was
previously assigned.

83. Though we admit the difficulties which this course involves,
we believe that they are less than those presented by either of the
other alternatives, and we recommend it for adoption. It may for
political reasons be desirable that the tributes should be paid to the
Paramount Power as heretofore, and by it transferred to the State
gn whom they will have revested. a plan which is already in foree
in respect of some other inter-State tributes. An extremely

. complicated case which falls under this head is the Jodhpu.r
tribute. Rs. 1,08,000 were originally payable by Jodhpur to
Gwalior. By the Treaty of 1860 this tribute was transferred in
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part payment of a subsidiary force. Jodhpur has been paying
only Rs. 98,000 to the Paramount Power, as a reduction of
Rs. 10,000 has been allowed in respect of the claims of Jodhpur
to Umarkot. With the merits of the matter we are not concerned,
but on the assumption that this adjustment continues to be
imade our recommendations involve in eflect the annual payment
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
Dresent peculiar features. The first is that of the fluctuating
tributes. The fact that they are subject to revision does not 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 extinetion.

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
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.

If no concessions had already been made, these contributions
would be included in the scheme for remission along with others
in the groups to which they belong, and we recommend that if and
when tributes in general are extinguished the conditions attached
to these particular tributes should simultaneously disappear ; but
We consider that Manipur is a case in which the Paramount Power
is fully justified in insisting on the maintenance of law and order,
and the improvement of the administration, in the hill tracts as a
corollary to the cancellation of the condition at present attached

to the Manipur tribute.

86. Certain States have capitalised their contributions. Indore
paid in 1865 and succeeding years a sum of over Rs. 23 lakhs in
commntation of obligations to furnish troops and to contribute to
the Malwa Bhil Corps. This amount has been invested in Govern-
ment securities, and the interest is taken in lieu of an annual cash
payment. We see no logical alternative to the transfer back to
the State of these investments pari possu with the remission of the
general tributes. The other case of Dhar, where an annual pay-
ment of Rs. 12,000 was capitalised in 1880.by surrender of Govern-
?;:nt gecurities to the value of Rs. 3 lakhs, should be similarly

ate
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generous poliey on the part of the creditor States will ensure that the
payments disappear along with those due to the British Government.
If the acknowledgment of status is considered of more importance
than the payments themselves, we may observe that in circumstances
of this kind the tender of some formal token is a well-established
practice in India, and might reasonably be substituted for the pay-

ment in cash.
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82. Our real difficulty, however, is the treatment of the tributes
assigned in lieu of cash payments. To cancel these assignments,
and thus return the right of receiving the tributes to the States which
have made them over, is no help towards Federation, nor, especially,
to the establishment of an equitable system of federal finance.
Nevertheless, this is the course which we feel constrained to
recommend. There are three alternative methods of dealing with.

these cases.

The first of these is to excuse the tribute-paying State (e.g.,
Ratlam), and at the same time to give credit for the amount of
tribute to the State (e.g., Gwalior) which assigned it. This involves
not only the loss of the tribute but the payment of compensation
for it, would be manifestly unfair to federal revenues.

The second is to remit the tribute without reference to its
history and to give no credit for its assignment. This policy
is, in our opinion, impossible so long as inter-State tributes in general
are not extinguished. Suppose, for example, the Rutlam tribute
had not been assigned by Gwalior, but an equal direct cash tribute
had been imposed. The levy from Rutlam would still continue along
with other inter-State payments even if the British tribute were
remitted. To remit without eredit or re-imbursement to Gwalior is
to be generous at the latter’s expense.

The third is to hold that, until the States generally agree to
remit inter-State tributes, the fact that an inter-State tribute has
been assigned to the Paramount Power and that the latter is
willing to relinquish its own interest in it, ought not to affect the
position as between the State which pays the tribute and the State
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83. Though we admit the difficulties whieh this course involves,
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political reasons be desirable that the tributes should be paid to the
Paramount Power as heretofore, and by it transferred to the State
in 'whom they will have revested, a plan which is already in foree
in respeet of some other inter-State tributes. An extremely
complicated case which falls under this head is the Jodhpur
tribute. Rs. 1,08,000 were originally payable by Jodhpur to
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part payment of a subsidiary force. Jodhpur has been paying
only Rs. 98,000 to the Paramount Power, as a reduction of
Rs, 10,000 has been allowed in respect of the claims of Jodhpur
to Umarkot. With the merits of the matter we are not conlicerned,
but on the assumption that this adjustment continues to be
made our recommendations involve in effect the annual payment
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
Dresent peenliar features. The first is that of the fluctuating
tributes. The fact that they are subject to revision does not affect
the principles applicable, and they fall for treatment on the lines
determined for tributes in gemeral. It is obvious that the system
of revision is inconsistent with the adoption of the principle of
reduction and ultimate extinetion, 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.

If no concessions had already been made, these contributions
would be included in the scheme for remission along with others
in the groups to which they belong, and we recommend that if and
when tributes in general are extinguished the conditions attached
to these particular tributes should simultaneously disappear ; but
we consider that Manipur is a ease in which the Paramount Power
is fully justified in insisting on the maintenance of law and order,
and the improvement of the administration, in the hill tracts as a
corollary to the ecancellation of the condition at present attached

to the Manipur tribute.

86, Certain States have capitalised their contributions. Indore
paid in 1865 and succeeding years a sum of over Rs. 23 lqkhs in
commutation of obligations to furnish troops and to contribute to
the Malwa Bhil Corps. This amount has been invested in Govern-
ment securities, and the interest is taken in lieu of an annual cash
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ated.
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Recommendations both for immediate and for final relief.

87. The preceding survey of the whole problem has shown the
payments which we hold to be made ‘‘ for special or local purposes
or for material assets such as land still in the possession of the
contributing States. It will be seen that in our opinion cases where
special or local purposes justity exceptional treatment are few,
and that some of these, where local corps are maintained, require
further evamination. We have also shown in Appendix TIIL the
cases where payments are made in respeet of territory held by
S+ates, and have indicated that we consider that territory, as dis-
+—-guished from land held as private property or a mere source of
iucom .ad not in sovereignty, should not be treated as a material

asset for present purposes.

88. As regards tributes in general we have to advise as to their
immediate reduction or eventual extinction on the lines recom-
mended by the Federal Finance Sub-Committee. We have no
hesitation in supporting the proposal of the Sub-Committee that the
sum by which any contribution is in excess of five per cent. of the
total revenues of the State should be at once remitted. Our recom-
mendations in general assume and are based on the accomplishment
of Federation, but we believe that the intention was that we should
be at liberty to advise, if we found it desirable, that this step
should be taken without delay. The ineyuality of the payments is
so marked, and in some cases their burden so heavy, rising in one
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 recom-
mend for similar treatment the payment made by the State of
Kolhapur towards the cost of the Resideney and its establishment.
for which we can find no justification in present ecircumstances.

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 eonstituted the
Special Committee, to surmpunt. 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 earried out, there will remain tributes amounting to not less
than Rs. 63 lakhs a year ranking, under our recommendations, for even-
tual remission. But we wounld point out that our proposals regarding
remission of payments for loeal corps earry with them the assumptioh
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 (s.e, Mina and Malwa Bhil Corps and Kolha-
pur Infantry) and remit the contributions, the total net cost to
Government will be reduced from Rs. 63 lakhs to Rs. 59 lakhs
approximately.
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90. We recommend that the payments® made by the general
-body of States should disappear at least pari passu with the con-
tributions 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 eontiributing States that
a moiety of the contributions which remain payable after the re-
mission which we recommend in the foregoing paragraph should be
extinguished not later than ten years, and the whole not later than
twenty years, fromn the date on which they enter Federation, and
we recommend that provision should be made to this effeet. We
believe that long before these time limits arc reached the pressure
of provinces as well as States will have caused exceptional contri-
butions 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.

Summary of conclusions and recommendations.

We deal in this Chapter with the type of contribution generally
known as tribute, payable to the Paramount Power (paras. 34 and

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 _obhgatxons of a ml_htary
character, the last two from the restoration or grant of territory,
or the maintenance of local corps, police, ete, for special and loeal
purposes (para 42).

Under (2) we distinguish two elasses, the first comprising cox}tri-
butions acquired by conquest or lapse, the second, contributions
assigned by treaty (para. 43). '

The contributions are, in general, not of a feudal nature, and the
prineiple of uniformity of contribution to federal resources, rather
than any argument from feudal analogies, provides ground for
remission (paras. 63—64). :

We recommend for remission contributions falling under the first
three classes which are not in return for material assets or for
special or local purposes (para, 65).

*For our recommendntions 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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CHAPTER IV—CEDED TERRITORIES.

Introductory.
have been required o report in regard
to territories ceded bY certain States 1o the British Govern-
ment ¢ in return for specifie military guarantees.” Here we
must make it gquite clear that the word ‘‘ cession '’ implies a
formal transfer, and cannot include cases where there has been
no voluntary surrender of sovereignty on the part of a Darbar.
}‘h“’* neither annexation 10T confiscation cap be descrxb.ed as
cession.”’ We must also draw a distinetion between a eession O
Bovereignty and a cession of jurisdietion cuch as is found m the
ease of railways, cantonments, ote. With these latter we do not
concern ourselves in this Chapter. Still less can the remission of
mz}itary obligations attached to snnexed or confiseated territory
bring a ease within our Terms of Reference. Sinee British India
1 mamly an aggregation of annexations from or cessions by Indian
States, it is not anpgtural  that dissatisfaction with the past
scttlements should still linger, and have found expression 1n re-
presentations to 85 ¢ but the remedy if any for what has happened
in the past must be sought elsewhere, unless there has been a
ecession of the partienlar type which we are empowered to examine.
92, Some confusion has als

o arisen from a mistaken belief that
our Committee is an off-shoot ©

¢ the Butler Committee of 1928-29
and has been appointed to continue the investigations with which
that Committee was concerned, whereas our work Is exclusively
confined to preparing the way 30T Federation. It is obvious that

t on the numerous

¢ven if we had authority to investigate and repor

and diverse claims which have been brought to our notice, it would
quiry within the time at our

be impossible to_complete such ap en e

disposal, especially in view of the urgency of providing those on

whom the responsibility for framing the future Constitution will
quisite for their purpose.

fall with the material re

93. Finally, we can only base oUT recommendations on existing
facts. Where there is 8 recorded decision on any point in dispute
between a State and the paramount Power or petween two States
we are obviously hound to accept that decision. We do not seek
m any way to brush aside the grievances of certain States, but
for the purposes of our enquiry we have found only t.h?eﬂ States—
Hyderabad, Baroda and Gwalior—where a1l the conditions set oul
in our Terms of Reference 8ré sndubitably present, and only two—
Indore and Sangli—which have 50 many features in eommon with
the other three as also to justify detailed separate consideration.

he remaining claims we have had to set aside as outside our Terms
of Reference.

91. Under this bhead we

between Tributes and Cessions.

d 1&Britories frst attracfed attention in
raised by the Mysore representative

Anslogy

¢ 94, 'Phe matter of cede
he course of a discussion



34

during !
uring the Round Table Conferencc on the subject of those cash
se

cogtributions formerly known a5 tributes
g;(;glt:s d\i‘:cgl-e m‘eonfi‘stent yvith the thieralf yd,:;, ﬁ:Snfl aglreed 132 a't
repreéen’ca:i \Pel;eiix " lt ﬁe point wag then raised by certa.i‘;ﬂt Stattl-
aeprcsoutatives, ta _there was no real distinction between t‘rib te
aud axid o etz'lfltory. The angdogy was thus questioned .tugs
ultixilate rem.issi?)n oetF etr?lfl?tesprﬁc?lqal e ey favour :f :h:
ceded territories was divided, 7so priﬁ::-)ll: :: Jlfagtar(:llfr t’]ﬁgrgseag?l?tf o
efer-

ence clearly contemplate the possibility of the rejection of

under this head. all elaims

95. An examination therefore of the supno
;};:i?mtim;)r fox;r;xsdnit? contribution to militarypﬁei'{:lilc:n?slogy n?f:?veen
prelimina yde e:] ermining how far financial adjustment iy 53:1?
ehquiries eq’t_ag]l?% s financial adjustment in the other " O
e halve f1s t}k;eyond all doubt that tributes and ceséion £
territory waq’ port. el most part, a common origin, and that as osfte0
oot It wa d,n irely a matter of chance whether a State a,l(li1
no one State ?Hust?f;‘::tgﬁ e;I;iS:Cad. rohcugh the circumstanceg o
of events in most cases was verye sll)llx‘lt;ﬁis of development, the course

Our

96. In the earliest instances the obligati i
) ) s atio 5
:i?r:;c)lllv e?(}:erer?) ,l'rito an alliance with the %ast nInlgilz(il 1C](I))r(r)ln az St
smply t Sﬁmn(e v‘grcops for mutnal defence in time ofpwa¥ W?s
latter {\'ere réj;flyae(gzi”}l)i ztlofo?:zi ;2;3313121111(3' ?ﬁf e el levies: thg
y af . officer '

;3.; 311: e:pelzse off the ?llied State.  Finally, O\S?n;ytot hi‘i'rggﬁsgil;y
e gt B s, Bl % of
.  2Trang . yments shoul i
:Octta}slselo:u Iglt‘ ;Iell I'lt(ilr‘\‘r esf,m_lated to bring in a net revinlixee S:el l:fit\lrgllted
fo the sum d.nza ¥ required. We ﬁJ_ld it impossible, for qinsta ent
fo draw an: fh].q 7C{m\‘lon betwe.en the origin and object <’)f the Ni nc?,
tribufo; ! ; : a}?ras.Premdency and the Cochin or 'I‘ravazam.
fribu 011 in; {o ar. then, it would seem that, if a tribute-payin Iéimt‘e
en‘tjﬂed( m to rem%ssmn, a Staﬁe which has ceded territoryyiS g ua!llle
enti iln the\Ome 0@ of velief, .We cannot admit the ar, gme{
that in the I}e 'c:]sg we are dealing with a transaction W;lzllic}w n
fnal and ° ine‘tqnm e. while in the other the arrangement i ben

e light of modern conditions, mh s open

Contrast between interests of taxpayers and interests of State
8.

97. But in fact we are more im i

. _ pressed w
g:ﬁ?;inihlén:ogf arg;.lment. Tt has heen pointed (1)3; ;I(l)gf‘;htta;aand .
dnring the o rrig ? our tour that the idea underlying remissf'1 onct;
fribute is th . o ]ef of the State_tax-payer from a burden whiu})nntg
Whermq.llzvyfgs 0 ‘fthe Federat;lon .will not be called upon tocbe ;
Fher ‘sﬁb(‘zidise :znp (1 compensation in lieu of ceded territorie 811‘,
beto of‘the. o d ax-payer of the State at the expense of :;hwotu a
payer o obviou:; ergtmn. 1‘&s be'tween tax-payers such an ﬁr:a e,
o e o s;‘ ;1ust as inequitably as the anomaly which it
emedy. Much, in fact, might be said for refu:ingltanl;
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form of compensation on account of ceded territories if the Dpast
could be ignored and the federal structure erected without any
regard for what has gone before ; but this is in our view impossible.
It is true that in the absence of & tabule rusa anomalies are inevitable,
We are also now dealing in the first instance with States rather than
ith individual tax-payers, and we have to remember that from
the ‘State point of view retrocession of the ceded territory is the
natural remedy and that financial adjustment is only a secondary
and unwelcome substitute for retrocession. Crities in British India
must also bear in mind that the particular States with which we
are now concerned have of late years been contributing to the common
defence in more ways than one ; firstly, through the incidence of

indirect taxation arising from maritime customs, salt duty, ete., levied

by British India ; secondly, by means of tribute or ceded territories ;

and, thirdly. in most cases by the maintenance of State forces capable
of employment in time of war or internal disturbance. ASome States
are actually contributing proportionately more to defence than their
neighbours in British India, though it is equally true that there
are other States which are paying very much less. We fully under-
stand the contention so often expressed in British India that the
States should be treated as a corporate body for purposes of entry
into Federation and that the immunities and privileges enjoyed by
one eclass of State shonld be set off against the contributions and
payments made by another. Unfortunately for federal finance
there is no connection between the States as a whole sueh as would
justify this treatment of their respective credits apd debits. For
instance, Mysore, which desires remission of tribute, derives no

advantage from the fact that Bhavnagar enjoys exceptional
privileges in regard to sea customs, and it is out qf _t}‘xe' question
to set off the credits of the one against the liabilities of the

other.

98. In these circumstances we Ppropose to examine on its merits
each case which comes within our Terms of Reference, and deliber-
atelv to set aside all idea of a summary rejection of a clalm, either
on the ground that there is no analogy between ceded territory and
tribute or that financial adjustment for ceded territory merely
means the substitution of one form of tribute for another.

Identification of ceded territory.

identifv the various ceded distriets. 1f
aterial collected by Mr. V. Naraharl

Rao and Mr. S. P. Bhargava, of the. Special Committee,_1931-32,
appointed by the Government of India for the purpose, it would
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

satisf~ction of the State concerned. That no objection has been
raised to their findings on this point is a very remarkable tribute

99. Our first task has been to
it had not been for the valuable m
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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 apain impressed by the thorongh-
ness with which their work has been done, and the faet that a
representative of the Princes has signed the report ig s further
testimony to itg 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 conteruplated when orderg were issued for its
preparation.

101. Tt 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 distriet should be sufficient to defray the
cost of a partienlar number of troops. If eonditions had remained
constant during the last hundred years, the task of recommending g
finaneial adjustment in lieu of the cessions would not have presentfed
any particular diffieulty ; 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 our consideration are often three
or four times what they were at the time of cession. Op the other
hand. the eost 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 c¢onsidered 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
heen completely revolutionised. The problem of defence is now
concentrated on the North West Frontier. Maghines and modern
armaments have become of more importance than mere Numbers :
and the partienlar forees provided in the treaties are out of date
and out of place under modern conditions. In the light of the
above conciderations it is obvious that. save in exoeptional cases
such ns Berar® the valuation of an area on the lines laid down for
the Soecial Committee can have but one result. Tt will be found
that. after excludine revenue ear-marked for federal purposes
there is no surplus of revenue ovepr expenditure or. at anv rate:

. *The Berar case is expressly excluded from the Terms of Referenee of
our Committee. ‘
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that the surpius iy negligible compared wit;hh t?e_tngt, ya;u;i%fl tlzz
. . : . ) ossible
sepritorics at the time of cession. We feel that it is im ble
:’i‘iif;f:: ltﬁe Qiates’ claims on the ground that the valuable territories
ceded Aone hundred years ago are now apparently wortp nt?th{ng
or less than nothing, and are of opinlon that we Must re-examine

the problem from a wholly different point of view.

Objections to suggested methods of valuation.

102. I'rom the point of view of th? States, there is a stron?v1
argument against the summary dismlssa} ot'thelr claims on the grout%r
that the valuation of the ceded territories leaves no marg‘ln1 ‘
financial adjustment, for the States have expressed them_ste 1?;25
as perfectly willing to close the matter by taking back the territo e
which they originally ceded. As between homogeneous units,

i lution of the problem, but we are given

this would be the obvious so e [ ‘
to understand that retrocession is not within the bounds of practical

olitics, and our Terms of Reference certainly cpnﬁne us to the
ll')ecomm’endation of some financial adjustment mstead.f ﬁe&a&
impose a method of valuation which deprives the States ) a; tho
to finaneial compensation, and 2t the same time to refuse ¢
alternative of retrocession, is unlikely to satl_sfy. the Da_rbarihgt
encourage them to enter Federation, and it 1s lmpeg'atlve Fhat
any recommendations which we make should be baseﬂu?tlflxble

principle which the States can be persuaded to aceept as eg .

- tw 1 have been
: 1 the eourse of our tour ‘two alternatives ¢ be
Sulgzétgziu::)n%ls as a basis for the valuation of the_ceded ter1:1‘1§0r1e's.
Ingthe first place, it has been argued that(,i eveéln if .rilatrcgjel:;m xiis:
o i i towards anclal a
out of the question, our first step ol adjustines
tion that retrocession had take
should be to proceed on the assump i 1 taken
in w der the State system of adminis
place, and to ascertain v hether unde: ystem of admin's
o tial surplus available. e
tration there would not be a substan
bfee;l lijnvited to examine the budgets of Hyderabad, Baroda -and

Gwalior and to note that these States not only budget for an anﬁ::,l
surplus but justify this policy by pointing to the large reserves thz
have aceumulated in the past,—Teserves which are proving of
ea'test’ value in these days when so many (Governments are so
l[;':riou,sly embarrassed. At the same time, we are asked to compahre
the system of administration of, for ms‘tanee,-the State of B{)aro a
with that of the Bombay (fovernment 1n Gujerat, and to ° ser?rﬁ
{hat the standards of the two arc not so Very different. It may -:vgl
}'2 that the administration of the ceded distriets would be les]s) .eogt y
ifJ they had remained uninterruptedly in the possession of a Darbar,
but the course of events during thc‘ last hundred years eanz}ot b'e
ignored, and we believe that even in the event of retrocession it

; 1 a

e impossible for a State to reduce 1fs ‘scﬁles of pay and
;vfm;glecli)zlq;lrt:ié?;pto o substantially lower level w1th_out giving rise
to very serious trouble. ‘We must admiq that a reduction of overhqad.
charges would not provoke the same discontent as a general reduc-

e Lhe o h
i toe in the distriet itself ; but we find any approac
::)oxihgf;aolg{;s (1)111 these lines too vague and general for practical
purposes. We are not, therefore, prepared to apply to the ceded
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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 sanie 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 defenece 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 {roops specified over a hundred years
ago would be merely misieading, 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 werc
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, onee the alternative of
retrocession has been rejected, must accept the responsibility for any
reduction in the net value of these districts during the last hundred
years, and we propose to treat the net value at the date of cession as
the basis for our recommendations. There are, of course, cases
where speeial circumstances render some modification of this methog
necessary, but generally this is the method we prefer. In the
succeeding paragraphs will be found a detailed examination of the
five cases we have held to come within oup Terms of Reference,
together with our recommendations as to the finaneial adjustment
appropriate in each individual cuse. '

(1) Territories ceded by the Nizam of Hyderabad,

106. The long and bitter struggle for- the South of India has
been briefly described in the second Chapter of this Report. From
1759 onwards the Nizams of Hyderabad were almost invariably in
alliance with the East India Company, and it was during this
period of constant warfare that the System of subsidiary and
- contingent forces dependent on ceded or assigned territories was
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evolved. In Hyderabad the process of evolution followed very

much the course described in the earlier part of the present Chapter,

i took to furnish the

7 t India Company first under 1 1 th
%\x'liz;,f 6Wittbi:e aE%idy of troops ‘‘ ready ’uzi §t’ettlle tlh'fﬁ ;tf;;gsegtg aI;}:
Hi ’ nment whenever required.” In 17 cngag
ch%}in:i r(jgivszlc-l, and the Company agreed to h_xrmshft}ée 1 usm;lv ic;g
ﬁlis requisition with a definite force (tw% ba:ﬁtg;on:r (?ops ep\(:r{enever

) izam to defray the cost o
gllllln sl<})’ et(ileiri\I lhis service. In 1798, on the eve of the ts%cogdraiv;rgxl'
:&rit‘il ')Il‘ipu the subsidiary force was madei permanen ;;11 i
to six batt;«llions with guns, costing Rs. 24,.11,1100 perlgg(r)l m payable
quarterly from the Nizam’fs 1‘cvreafsugrcy._ 1 2}1)1:%3}; n; new’treaty he
: st of Tipu and the fall of Sering ,
;glrl)gllllﬁis;d()tun(liler which the subsidiary force was t: iceosnsg(t)st%i’f
8,000 infantry and 1,000 cavalry with guns ; and terri Olrieu,of sy
tilose acquired from Tipu by the Nizam, were ceded in
payment for the maintenance of the troops.

i 11 in the Madras
7 istricts ceded under this treaty are all e !
Prlegi‘c'ie;ll‘(}:l; gzljdtrlllave been identified with the districts of :

(i) Bellary,
(ii) Anantapur,
(iii) Cuddapah,
iv) Kurnool, . '
((1::)) the Talugas of Madanapalle and Vayalpad 1In the
Chittoor district. ' .
There can be no doubt that the above districts were ceded in return
for specific military guarantees.

108. On the other hand, there ar::d ggrt?na al:i:i g;t:he b(slt;ntr:;

. .’ / a 7 . !
Pl‘O\'iI}ceS ane ]\g:g;?)st ‘;;le:lbililc\zggidc in our recommendatl.?ni l‘for
fin, W!u Shqw-’t ent, viz., the Talugas of Rakapally, Bhadlac. a i{n,
Cpancial adJlll: mNa’ur z,md Sironcha. These areas .ceded. mthue
o Alll)gﬁg, wereg included by the Special Committee in teuf'
i'l;lelitayti:lf We find that the cession of these talugas was part o

i as not connected in
o of boundaries and was no ] !
a g'eneral rf{ﬁ’dgﬁlztﬁﬁfaw obligations or guarantee% Wltﬁstwllll&l)b'ul:il
?n}t Yvaytl:‘;r articles of that treaty are concerFed. :ngl should
eertain o ke outside our Terms of Re erence
that this cession 1s ¢ of any financial adjustment.

. N form the subjec . i
el any casel ¢t therefore, with the territories enumerated in
Pa}'gg}:}gg f(l).’? az the cessions intended for the maintenance of a

: d
subsidiary force consisting of 8,000 infantry, 1,000 cavalry an

guns. in th rse of the last
Fimam ent has 1n the cou
110. The Nzameste%():::&ri; modifications in regard to the exa}c:t
hundred y v’ ?ﬁcﬁel:.eilt units of this foree ; but in all e:s.sgntlalfs t o
e f Secunderabad represents the ,submdlary tqrc
present garrison Obeen admitted by the Nizam’s representatives

of thle8 (::%ur;: oh}astheir discussions with us that the military obliga-
in

sions assumed by the East India Company in 1800, and inherited

~
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by the Crown, are fulfill i

! ) d to His Exal i

ot e s Exalted Highness’

- uniformlf bgzr_cnlerghbad 1s now to enter Federation eg;ﬁ'?éet: parel
defimes) dem;;diw;ll;hnother _uinés to federal resources (illicllx\fih(i;
¢ , dem 0 special form of protecti i S
With the services of the subsidiary i’orce,ptherzt iznbl?vni%u(:;;pznz:}g

83

for financial adijus
X Justment on i i
rejected 85 a remods ¢e retrocession of the ceded districts 18

111. At the time of cession it
i : e was supposed t :
pré rtl:; é\éa:;lra; Presidency would yield 5 I:'eve%utlel t:)tf tllil’: c’;ldg(li frlgl:?
e 3.6 7051& matter of fact, in 1801 the revenue \'avas.no nore
than Aec .d' akhs, and only reached Rs. 60 lakhs fi rears
. ording to the calculations of the Specia’ls C?xan vy

based on a five years’ average, the revenue ig now :— mitbe,
: :
Pizgii .l. .. .. .. .. Rs.  63,31,500*
a
.. .. .. .. Rs 1,81,88,100*
Total .. Rs. 245,19 600*

- 1t is interesting to observe that, out
.S, ) of the large s r i

f);om thege distriets, land revenue amounts l:cl)%nsi;mRIsszrsglisﬁ?

Yery. little more than the assessment at the date of ce. o b
%’Ix‘-gdter part of the present revenue of Rs. 245 lakhs Siséo?i. 'Tl?t‘
bevltl)lnéle& taxes o_f a type upknown in 1800 and certainl exftr lv(IA1
ey he capacity of the inhabitants at that time t pay. The
Increase in ’ghe cost of administration is no less re rkably Tl"c
figures supplied to us are :—— markable. - The

Expenditure—Central .. .- Rs.  4,23,000

" —Provineial .. .- Rs. 1,71,89,900

As a matter of fact, these totals ar 1 i i

ﬁgure for expendipure under the hea.de ‘Frgé;ii};lql’lsllrfsglng{ as1 the
the cost of collection, whereas central revenues are rgi '11(1ic udes
utilised to defray the cost of defence, ete., and there is insef‘ and
ﬁurplus at‘all. Under the head ¢‘ Provineial,”’ there is an a oo
surplus of Rs. 9,98,200 per annum ; but the Special Coppa.renc
very rightly point out that it is a question whether certain mlxln e
on aeceount of Public Works and Famine should not be dcdarges
from this total. We do not consider charges in the cas  oced
for which no capital accounts are kept to be a correct 3 %f works
much as such works have ordinarily been financed oyt fe o edas
On the other hand, we consider the revenues of the : do Fribriow
to be rightly charged with interest on account of e dlStm? s
capital accounts are kept, in view both of the Ma'vtvorks for which
of the circumstances of the case. eston awardt and

* The above figures include the six Talu i
) as ‘l

Terms f(i)f Referene_e. But we have ascertain;ld th:;;h:;;}; :‘I;, 'Outlmds in 30
insignificant that it ean be ignored, especially in view of lﬁvo reatment
which we recommend on the main question at issue of the freatment

t The Meston award was the first st ‘ I '

he ep to th i

provineial finanee after the Montague-CIl)lelmsf;rge f:;::;)sn of central .

x4

112. In the matter of famine expenditure the debit of Rs. 28,000
per annum appears to us to be ingufficient, This figure, it is true,
represents the ceded districts’ proportionate share of the pro-
vineial contribution to the Famine Insurance Fund ; but thig
apportionment entirely ignores the faet that the distriets in question
are those most liable to famine in the whole of the Madras Presi-
deney. It 1s the average expenditure in these partieular districts,
and not the average of the Presideney, that we should apply in our
estimate. During the last 50 years no less than Rs. 3} croves have
been expended on famine work and famine relief in these districts.
Further, the five years’ period on which the revenue estimate 18
based does not include a single famine year, while famines are a
regular feature of this tract and necessarily occasion considerable
loss of revenue when they occur. For instance, in 1876 remissions
of land revenue amounted to Rs. 30 lakhs, and in 1896 to Rs.'Zl
lakhs ; and there must in every case have been a corresponding
diminution in the receipts from vther taxes. We are well aware
that with the extension of railways famines are of far less frequency
and severity than was the case even 30 years ago. But we feel
that crop failures are as unavoidable as ever in this dry belt and
that the debit of only Rs. 28,000 per annum is insufficient to meet

the case.

113. In the circumstances, we are driven to the conclusion that
there is no such surplus under provineial revenues as ean be made
the basis of any financial adjustment. We must ‘take it that
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 soc_ml
services maintained, we find that the greater part of the Rs. 63,31,500
{central revenues) would under Federation go to the Federal Gov-
ernment, customs, salt and other indirect taxes having been allotied
to the federal fise. All that Hyderabad would retain would be
direct taxes—net Rs. 3,97,300'——Wh11e under provincial revenue

there would be little or no surplus at all.

114. Here there is an additional complication, as in Hyderabad
ther is n6 income-tax, whereas considerable revenue is raised by

meang of internal customs duties which find no place in the fiscal
system of British India. We need not, however, pursue these
caleulations any further, as we are informed by the representatives
of the Nizam that His Exalted lIig}}nesp’ Government has no wish
to accept any financial adjustment in lieu of the ceded territories,
and desires the continned maintenance of the subsidiary force
and the full performance of the treaty obligations undertaken by

in 1800. The treaty is only terminable

the Company’s Government
* Direet taxes—Central—

Ineome-tax Ve .. e e .+ Rs. 5,82,200

Miscellancous .. o . .- " 3,900
Total .. » 5,86,]‘.00

Deduet cost .. . vy 1,88,800
Net .. Rs. 397,300

D

Ls89SEC(WOP)
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with the consent of both i i
) parties, and there is, th i
but to meet the wishes of His Exalted Highness’ ggfr(;xl-‘%mlgtophon

115. The fulfilment of these oblicati
A gations, howev i
iz;o:;:l :Su ieilt';ou;: a burdep o the military buéget as ‘55111(3101?2 tl;l(:et cg;l(;
Nioas, Jinits nta)‘ the sungd}mry foree could not be moved outside the
A s don Omlonds. This was certainly not the intention of the
(sob artiol s ,fatxil these units are still available for active service
Wapipaeie G:) e v;,trreaty of 1853). They were utilised in the Boer
o 1?)31 iy rfle:t ar, and more recently in the Burmese rebellion
Nizam. ' Thus, f the subsidiany foter doo meroried Highness _the
ably be neces"sary to raise pew lfgits lt' e Tadian ad prob-
e . _rai or the I 2
(t)llg c(;glemofnéhtth continuance of this form ofh:pe(lsligia;r(ﬁzggo.n {;
the cas r(e)so e‘ 1zam can be accepted without any undue strain on
roderal res l(im,fes. lt‘wus at one time suggested that under Feder
t anylelzl nigs g?tt%aéclsggggxizinelflt should be reimbursed for the co:£
‘ v fores o . .
this would be at variance goth :Veit;mfllzyfitzg Z(ilt(;vasiili‘: lf)% lt)lllltt

treaty. Apart from this, we understand that the Hyderabad Gov-

ernment is prepared to meet its full sha
] ] re of the bu
gpde}- Federatlgn, subject, of course, to the re’centi;‘r(l1 etl)lf oti;ldefelz:cp
iary fprcq at Secunderabad and the due performance T the Iuties
for which it is responsible. of the duties

116. In conclusion, we have no £ i j
. : nancial adjust
lﬁgnd in t’hlS case, as no such arrangement is desgrednll:;ltﬂitsoEl::ﬁng
ighness’ Government. But we must add that had that Go X
ment preferred a financial settlement it would have been neceZ:;n_
Eg tril;: into c(:ins1dFe‘r?1t10n not only the immunities which it desir?;
rve under Federation and which are di i
Chapter, but also the fact that at the ti cion the raveniater
b als e time of cession th
the ceded distriets fell very far short i “inelades e
the gaded districts treaty.y ort of the estimates included in

(2) Territories ceded by the Gaekwar of Baroda,

_ 11T The history of the cessions made b

in return for specific jlitary guarantees &gtilﬁz v]?r?t?dale])ax:bar
t11?02, when internal disorders and family feuds led to appealie!tn‘
t e East India Company and to the intervention of the Br't'}(i
orces in the State. This intervention rescued the State fro o
own mercenary troops who had made themselves its mast "
restored the legitimate claimant to the gads. s and

118. One of the conditions on which assis
s tance was pi
:;I‘hlf‘t ﬁthe State should receive and maintain a subsigi;veu b rob.
: iBOIéSt cession of territory for the payment of this foree v? Or‘f}e'
in . It is unnecessary to go into the details of the arranaz nor te
prior to 1805, as by g treaty concluded in that year lugfmen :
%ngagements were consolidated. By this treaty the HEast oIrnégr
inc?;f:rr;y vcfii]s; to furnish a subsidiary force of nbt less than 3n006
. with one company of Ruropean artill ’
panies of gun lashkars with the necessa A P
of A ry ordnance, warlik

camm0 umego:il f’l‘o provide for the payment of this force, tﬁ: t&fkiﬁ?

nfirm ormer cessions and assigned additional districts and
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funds to the value of Rs. 11,70,000. In 1808 it was found that the
actual realisations from the ceded territories and cash assignments
did not produce the estimated revenue, and further cessions to the
value of Rs. 1,76,168-15-0 were arranged, bringing the total up to
the agreed figure.

119. In 1817 the Gaekwar’s minister who had been sent
under British - guaraniee on a mission to the Peshwa’s Court
at Poona was assassinated, and in consequence the Peshwa
was obliged to remounce all further demands against the DBaroda
Government, to compromise all past financial claims for an
annual payment, and to transfer to the Gaekwar his territory in
Gujerat attached to the city of Ahmedabad in perpetual farm. At
the same time, a new trealy was concluded between the Gaekwar
and the East India Company by which ap addition of 1,000 native
infantry and two regiments of native cavalry was made to the
subsidiary force, while, to provide for the regular payment of these
additional troops, the territories and revenues comprising the per-
petual farm of Ahmedabad were ceded and accepted at a net
value of Rs. 12,61,969. Certain exchanges of territory took place
by an article added to this treaty in 1818.

120. The estimated net value of the territories ceded and the cash
assignments transferred thus amounted to Rs. 24,31,969. The
approximate area of the territories in question is 3,845 square miles,
and the population according to the census of 1921 was 12,56,300.
The total area of the territories remaining to the Gaekwar after
these cessions, and now in his possession, is 8,164 square miles, with
a population of 24,43,007. We desire to draw special attention to
the magnitude of the cessions in this case, having regard to the
total area of the State and to the fact that the Gaekwar of Baroda
was an ally of long-standing, and that the cessions did not follow
defeat in the field as in the case of Gwalior and Indore.

121. The duties of the subsidiary force were defined in the treaties
of 1805 and 1817. Article 4 of the former provides that the subsidiary
force ‘‘ will be ready at all times to execute services of impprtan;e,
including the protection of the person of the Gaekwar, his beirs
and successors, overawing and chastisement of rebels and exciters
of disturbances in his territories and the due correction of Lis
subjects or dependants who may withhold payments of the Sarkar’s
just claims.” Article 2 of the treaty of 1817 declares that the
subsidiary force ** will at all times be ready to execute services
expressed in the fourth article of the treaty of 1805.”” There can
thus be no doubt that these territories were ceded in return for

specific military guarantees. )
122. The identifieation of the territories ceded by Baroda has
hrough the exertions of

resented t difficult problem, but t
N e a0 and hib lleague, Mr. Bhargarva, it has been

Mr. Narahari Rao and his ¢o
found possible to compile a list which has been accepted both by
the Government of Bombay and the Baroda Darbar. The list of the
ceded territories is as follows i— .

(1) The whole of the present districts of Kaira and

Ahmedabad minus—

(i) the Fort and Jagir of Kaira, granted in ‘‘ Inam '’ to

the East India Company by the Gaekwar in 1803, \
D

La80SEC(WOP)
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(ii) half the cit

T y of Ahmedabad

given 1 exchange for Dubhoy, soiggethgagggﬁivar’s Daskroi
’ pur, etc.,

(iii) the territori
Bassein, viz, ;_.l ories ceded by the Peshwa by the treat £
y 0

(a) Napad Tappa in Borsad, and

b) t e
thog)a. he Talukas of Dhandhuka,

(2) Kurrode (Kadod) in the Surat District

123. It is to be noted that in additi
funds mere asigned by the Gaclotar 31 the s o LEr A
IIT to our Report. )Itolfl't}lz Cash Contributions deiaitln?le: Anese are
or shaves in villages, at ?b cen impossible to identif ?e' lm Appendix
Special Committee east in one case—that of K) o the.wllages
made a proportionate deductional{)i Jgg . The
sion, fr_om the’re\ggue g: wétltls

Chuda, Ranpur ang

124. The valuation of th

mittee is given beloy o | ¢ C-0¢d territories by the Special Co
: m-

—_ Provincial. ontral.
Direct. Indirect, Total A
, Rs
. Rs
Revenue . » o
- .e 56,11,700 11,77,800 36,13,400 4

u » b4

re . 68,91,900 1,89,300 97 o

» td )2“) ‘) 86
—12,80,2 e
00 +9,88,5600 +35,16,200 +45,04,700

The net result

. of the valuati
tasxez go to the Federa] Goveliulnog’lton' the
Rs. 3,00,000 per annum, . IS a

125. The Barode
basis of fi iy Dfll‘bar does not ae : .
vanced on ll)le%ll;(lufazf i;i%ugttmten't. hThe ot cfnligoi‘ltlzllsntvagr’?u‘m a3
land rev ate is that the year, . 1ticisin  ag-
eulatea ﬁilr(liu?)nogv }tllifh ‘%}}luncdabaq and KZiri sd(i);]tr?;}gc}}ll the figures of
but ineluded years in e valuation is based were not a?/zsabeen cal-

assumption that indi
. rec
deficit of approximatelyt

Peaaned fements and the world-wide fina
and Taira ShOulde 'sax?etwne(l total land revenn
ceded areas, be édéUhJect to the necessary de dllcii for Ahmedabad
land revenue £ Xpted as the Standard. Tp 0n8 for the non-
Redppovonue for Ahmedabad is Rs. 3375005 and  fa Ryrw
rather than the ﬁe Z.lrb?r suggests that these fi nd for Kaira
lone T han the fgures given by the Special Committee (Ro o or
edabad and Rs. 18.24 lakbs for Kaira) -~ C° 107

neial depression, It 13

15

126. We have closely scrutinised these arguments and find that,
in the first place, the sanctioned total land revenue for these districts
is realy a nominal figure, seeing that very large sums (Rs. 15.79 lakhs
for Ahmedabad and Rs. 9.43 for Kaira distriets) have to be deducted
from the gross amount on aceount of revenune whiech 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 specislly reduced terms. The Special Com-
mittee has in fact drawn attention to the large alienations of lan

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. 2272 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 distriets is meither 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 serutiny of the actual collections from the year 1917-18 and on-

wards has made it clear that the figures shown are by no means
other years remissions and suspen-

below the average, and that in

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 1990.21 are actually less than
the average land revenue of the two distriets worked out by the
Collectors and embodied in the Special Committee’s Report. There
seem no grounds therefore for questioning the fairness of the basie

figures used in the above valuation.

127. The Darbar lhas 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 arban to the total population is very high, that
highly developed industrial

{hese territories include a very large and )
leage of railways and con-

city——-Ahmedabad-—and that the milea
districts is much higher than the

sumption of sugar in the two

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 caleulations in some respects. But the result, so far as Baroda
is concerned, has been slightly to reduce the total duties for all
Baroda ceded territorics—f{rom Rs. 33.87 lakhs to Rs. 33.26 lakhs.
In the revised estimate the import duty per head for Ahmedabad
and Kaira distriets works out at Rs. 9-2-6 against the average
for the whole country of Rs. 1-42. In the case of Ahmedabad
district, the figure 1s as high as Rs. 4711, Tt is evident therefore
that the valuation makes full provision for the special circumstances
and the high rate of gonsumption of imported goods in the terri-
tories in question. On sugar, which has been Speelall_y referred to
by the Darbar, 83 per cent. more duty has been credited than the
ietual population of the ceded te_rritqnes would warrant on ap
wverage basis. The gerious diminution 1n customs returns of reeent
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years iz} spite of increased duties is also an import i i
gontnemon. But it is unnecessary to pursue tge n&lliz:tttef:'1 cftl(;zl:tllln this
usloms are ear-ma_rked as a source of federal revenue ang e as
continue to be paid to the central exchequer in an Case. Ve
cannot agree that the State is entitled to any speeial : dciaS& W‘e
account under the federal scheme as outlined at th Rond Tatle
Conference. # the Round Table

128. The Darbar has also contend i
by the adverse factors referred to ifldtltlléagals%cg? fz;'tﬁlx e xeated
ha.s suggested that an average of the periods 191718 t rti\éenue, and
1926-27 to 1930-31 should be taken. The former peri Od 21-22 and
of the war and postwar boom, and can ha.rdlypbelo was | that
one of normal revenue. In view of the present econo accepted ~as
apd the wyorld-\zlde financial depression, an avers 1(1:110 gondltxons
%ea_rs ending 1931 does not appear to us to be argf ug e

asis for the caleulations of returns from the ceded terri:(?:iseosnable

129. The final eriticism put forward by
%ugh cost of ad_miqjstrqtioll)l generally })151 :}ltl: 122;?1?; r‘iferg. to the
including the districts in question, and the drastio { t e aency,
Xl?ICh are in operation or are contemplated in thate ll;enc'hdments
s regards the latter factor, it is evident that retrenchreSI Jrer
(t:gmpelled by falling revenue and that, if account is to bments are
em, the revenue also would have to be recalculated © taken of

130. Thus, after carcful consideration itici
Dar'l?ar which are summarised in the pr%f:efi}ilzgel;gx?és?: }(l)f b
ccimder_ that fhpre 18 no ground for any serious modiﬁcagtioﬁ sé tvlze
:a cplat;ons which have been made as to the value of the (:: d 3
erritories. At the same time, we feel that this valuation is be .
Eneans‘ a complete and satisfactory answer to the State’s clai yfno
naneial adjustment. It is difficult to convinece a Darba; mshior
n;a.tin.tau_ls a high standard of administration that the retrl(‘) e
0 . istriets, well known to be among the richest in India “would
gilz g bfurt%en the State wi_th a defieit. There is no better ill:::tul d
tos :a.l tg extent to which the system of administration aff iy
e valuation of ceded territory than the fact that th ot
d}stne:ts o_f Madras apparently return a surplus every yea p }fglmme
rich districts of Gujerat are encumbered with g hea,vgr’e d:h“" tle fhe
cost of administration in the Bombay Presidency may b h('nt}; The
it is well known that one of the great difficulties of theeL o)
ernment has.been that its large urban and port areas xa.re():i:al (}ov-
of their main source of revenue, income-tax, which go Cprived
Central Government. The Barods Darbar, however cg elsy to the
expected to accept the financial poliey of the Preéidan ardly be
allocation of revenue between Central and Provineial %lcy or Jhe
as a sufficient reason for holding that its ceded territor} S re ments
less than nothing. HIOTIes are worth

131. The Darbar has suggested that ei
i)_f maintaining the_ subsidiary force Sgﬂg{ld tll)]: (Iz):ee;ietnt day.co'sfi
1e1‘1 of the ceded territories, or that the percentage of ex eddt;o i
l_l;?:ﬁue in the Baroda State should be applied to the s o to
o eﬁ ceded districts and the resultant surplus madgr ozsherevgnqe
8 financial adjustment. Both these methods have been d::)l:

3

3
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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 mot within our Terms ‘of
Referenee 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
1o the Darbar. In the event of any retrocession being considered
impossible, we hold that the Darbar may well claim that the terri-
fories 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

fer defence.
132. Accordingly we
an annual eontribution o

cessions and cash assignments
force. We are aware that su

recommend a financial adjustment based on
£ Rs. 24,31,969, to cover both the territorial
for the maintenance of the subsidiary
bsequently 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 1X.
(8) Territories ceded by the Maharaja Scindia of Gwalior.

133. His Highness the Maharaja of Gwalior is a minor. The case
for the Darbar has, however, been ably represented by the Couneil
of Regency. In the matter of ceded territories two separate claims
are advanced. The first concerns the territories ceded by the
GQwalior Darbar in 1803 ; the second concerns territories ceded under

the treaties of 1844 and 1860.

134, By the treaty of 1803, after the complqte dqfeat of his armies
both in Central and Upper India, the Maharaja Scmdia ceded to the
jitories in Hindustan and south

East India Company extensive terrl :
of the Ajanta hills, the value of the former alone being nearly

Re. 1} crores per annum at that time. By article 15 of the same
treaty the Maharaja was given the option of becoming a party to
the defensive alliance concluded by the East India Company with
the Peshws and the Nizam, and the Company engaged in the event
of his accession that it would, *‘ with & view to the future security
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of the Maharaja’s territories ’’, maintain a subsidiary i

battalions of infal'ltry with their complement of art;ill?ryfg;? (;)eff Slx.
the expense of this force out of the revenues of the lands ced drg).
the second, third and fourth articles of the treaty. It w edd y
that if the option was not exercised the Maharaja’s l'efusa,laiva o
to affect any of the other stipulations of the treaty, or, in othe a§ IEIOt
that the cession of territory would stand as before. ’As a mr t‘; o Sf‘
23;, (‘;h:; Mtaharaja agrleeg 30 join the alliance, and as 2 reasuﬁr oa

nd treaty was conecluded in 1: i ’ ia o
pany undertook :— i 1504 by which the East India Com-

(1) to afford protection in the event of ed
1 ; ! un aggressi
against the rights and territories of the M}i)l:‘:::jka ; gression

(2) to furnish the subsidiary i i i
the treny oE 1305 lary foree described in article 15 of

(3) to defray the cost of this foree ou
3) ¢ . t of
territories ceded by the Maharaja under Eggtr::::t;es: gfléhe

(4) to hold this force at all times i i

. S n readin i
of the State to execute services of hnportanczssoge?ﬁ. the frpgt_ler
of the Maharaja. ¢ requisition

135. It is not contended by

1 'd by the Darbar that the territori

m‘ 18(3'3 Were an exact quid pro quo for the subsidiaryeglrtcoen%suf e'('ze'd
allg}le that ‘‘ portions of such territories, to the extent to 11111?
: 7‘13(1)11‘) Sre;fsnueshweredto be appropriated for the maintenance (:; ;ﬁe
t ere charged with the perfo i

such p,ortions were not speciﬁedg’ rrance of those duties though

136. We are, however, unable to accept this i i
.trea}t)l_ves of 1803 and 18(_)4_, as in our opirleion tshen:::spigflta;fmarﬁtthe
1)111? 1t hlS case was ur}coqdltlonal. It is true that a part of the revewy
:i A e cﬁded territories was .in a certain event to be assi nednue
,.fq, ay tt l? cost of the-s.ubsuixary. force. But it is reasongble :0
Ei;ill;n:; & z;':) g};::rcri);-é)vllls.lon ;&ias mglud%d as an inducement to thg
Y xerce 18 option ; the Company di
(f;gg]_l;er .ctontrll.)utxon from‘the Maharaja ill)l t})l’e il\(fienlil:ott)fdf}?;a?f .
Arthu% l\r?lv oueﬁlster}?e fpr his benefit, because, as explained b é(;e
béaf e e tes (;.y, Scmdu«; shorn of so much territory coul()l’ €
Ill}lia ae nfos of the subsidiary force.””®* It was open to the Enot
formerly b}gﬁg}; ité)gag)pggl;glsgg fiorbany p}lrgose the revenue of lana;s
ging ed by an Indian State : i
xsegn?hgoiﬂgdnog imply that the State was to be regar’dsgta;h}?;v“ild
geded th t'a sf or @hat particular purpose. That this is n -
‘ {}p.,‘ ation of article 15 of the treaty of 1803 is econfi e
,mtq lxu quotation from Mills’ History of India '——“Iirmed by
35 (igtieo vivaf inserted leavir.zg. the way open to form after\?vStly Y
aaditic n{; rel?t'}:i 'for a subsidiary allowance, which in this eards "
afford thz :;‘10:1115183831'&1' the EngliS_h aovermient Stipulaﬁg w?g
either in money E)r land.}’)?‘y and subsistence without ¢ompensation,

Y \ : N . . ags

: ‘ . 3
James Mills’ History of British India, page 382, Volume VI

49

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. 1If
the Darbar no longer desires this special form of protection, it is

of course at liberty to release the Government of India from its

ohligations. But, in our opinion, the Darbar would not thereby

become entitled to claim compensation in regard to any territories

-ceded in 1803.

128. 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 deduetion is strietly 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 forece 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
.of its obligations by the Central Government. We may add that,
a8 in the case of Hyderabad, the maintenance of this foree does not
rious charge on the military budget, as these troops
ble 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
foree 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
undonbtedly 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 obligation
was continued after peace was restored and, in the course of time, as
L'suall,v happened, the State troops Were‘rep_laced by a foree
organised by the East India Company and maintained at the expense
of the Darbar. This arrangement was never regularised by treaty
till 1844 after the battles of Maharajpur and Panniar, By that
treaty the contingent, which had hitherto cost nearly Rs. 5 lakhs
per arnum, was increased, and assignments of territory and tribute
valued approximately at Rs. 18 Jakhs per annum were set aside for
its payment. A condition was also mgerted in the treaty that, if
the net revenue exceeded Rs. 18 lakhs in any one year, the surplus

if there was a deficiency, he

was to be paid over to the Maharaja ;
important to observe that the

was to make it good. It is also !
distriets so transferred were merely assigned for management and
that sovereignty was not ceded at the time. :

involve a very se
-are always availa
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140. In 1860, a new treat it .
the object :— ¥ was substituted for that of 1844 with

(1) of rewarding Scindia’s services during the Munt; '
grant of territory worth Rs., 3 lakhs ; g Mutiny by a

(2) of exchanging certain territories with a vi
\z) o I ew to t -
solidation of the possessions of the two contracting pov(:'erge a(i?czil
1

(3) of effecting a formal transfer of sovere;
. o . . A § gnt
districts which were to remain with the British Goger%‘;anihose

At the same time it was provided that g idi

should be constituted in place of the old ni‘gntiilgg? 1a:y d fonee
the cost of this force should not be less than Rs. 16 ’lai{lh that
anlm}m'. This subsidiary force must not De eoilfused wiih It)l‘:r
subsidiary foree created under the treaty of 1804 The latte .
to be stationed outside the Gwaljor State the for nor.
which tool; t'he place of the contingent, within szvalior territl(;n%er’
The permission of the Maharaja wag obtained after th Gnes.
War to transfer the second subsidiary force, re Te te ot
the Central India Horse, to cantonments oﬁtside? tie: edStaEg’

There remain therefore no troops of eith ‘s
Gwalior territory to-da er s}lbﬂdl&l‘y. forece in
Neemuch. Y Y, except when there is a regiment in

141. Identification of the distriets ce i ili
guarantgeg under the treaties of 1844 an(ilednggrha:plfg;ﬁc mml?r{
extreme dlﬂicglty owing to the exchanges of territo in a'18"6V8r od
numerous adjustments and transfers since that dl:;ytemB t 'tan'
unnecessary to follow these in detail, as the Special Cémmil;t g hxs
peen able to secure acceptance by the Gwalior Darbar of tﬁe ot
it has prepared for our use. This list is as follows :— e list

(i) Central Provinces.
(1) Nimar distriet exeluding

(@) the parganas of Ka o
Khandwg Tahsil ; - napore and Beria in the

(b) Asirgarh fort and 17 villages attached.
(2) Betul district, 48 square miles transferred from Nimar

distriet.
(3) Hoshangahad, Harda Tahsil
(4) Saugor district, (a) Rahatgarh -+ 113 villageg,
(b) Malthone . ng o
(¢) Gurrakota . . ?
(d) Kanjia .. 104 "

”

(ii) Bombay Presidency,
(1) 272 villages bf Rast Khandesh distriet,
(2) Distriet of the Panch Mahals,
(3) 11 villages of Sholapur distriet.
(4) 2 villageg of Ahmednagar digtrict.
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(iii) United Provinces.
(1) 38 villages of Bhander y Jhansi district.

(2) 380 villages of Chandheri .. " "

(3) 160 villages of Kachwayagar .. Jalaun distriet.

(4) 58 villages of Jhansi .. .. Jhansi distriet.

(5) 17 Jagir villages Muttra distriet.

(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
a8 Rs. 14.54 lakhs—ceded territory Rs. 10.03 and cash assignments
Rs. 4.51. The transactions involved have been so complicated that it
18 sometimes difficult to ascertain the exaet value attached to a
particular area included in the cession, but we believe that no more
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. 3.00 lakhs had been given out of British
territory instead of Gwalior’s past assignments, the whole of the
latter would have been intact and have entered into our calculations.

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
of the Special Committee’s explanations

careful consideration o b
that on this issue its identification of the ceded territories is entirely

satisfactory.

143. Finally, the tributes or cash payments transferred to make
up the sum required to defray the cost of the second subsidiary
forece and for which the Darbar are entitled to a eredit, are as

follows :— ) .
Rs. (various British
eurrencies). Rs.
Amounts shown Present
in Astchison. value,
. . 99,176 94,218
é. gg:‘r%‘es . .- 10,279 9,252
© 8 42,000
2' éia o =z .. 108550 | 21.000
5. Jodhptr .. .. 97200 1,08,000
8. Amjhera .. .. 34,387 3410]9
7. Unarsi .. . 21,100 23,000
8. Khﬂchipur e 'e ve 11,134
9. Keshorai Patan .. 80,000 80,000

Total 4,50,692 422623
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These tributes have been further dealt with i
. hah t with in Ch d
mli‘iass (7) of Appendix IIT of our Report. " apter I an
- The revenue and expenditure of the ceded territori
: itories at th
%zl']esent day are given below, The details are to be l%:mi;xd is
apters XVI and XIX of the Special Committee’s Report,

Central, Provincial.
Rs.

Revenue— R
Direct . 4,60,100 Revenue .. 5154700
Indireet .. 25,66,000 Expenditure .. 5821,300

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

145. As has been pointed out in the case of Hyde
can derive no benefit from indirect taxes under )a f?‘i%z%;althéﬁg:ﬁ
ment, and the only receipts, therefore, payable into the State
treasury in the event of retrocession would be direct taxes amountin,
to Rs. 245200 net. The provincial revenue shows a deficit o%
Rs. 6,66,600. The Darbar strongly objects to the use of these
figures as a basis for financial adjustment. TIn faet, it was suggested
by. one of the State’s representatives that the Ce;xtral Gover;glment
might well call upon the State to surrender more territory to make
up.t.he deﬁcx.t on the territory already ceded ; that mo doubt under
British administration these latter cessions ,WOuld be found as
valueless as the first ; that ultimately the whole Gwalior State
vyou}gi .be absorbed ; and that the only result would be to add to the
liabilities of the Central Government. This reductio ad absurdum
cannot be dismissed as a mere pleasantry, and it may help to bring
hgm: t(é tbose fWho hagreh had no previous contact with States the
point of view from whie uesti g '
B oW Iro these questions are regarded on the other
. 146. The Darbar’s view in regard to financial adju j
it should be based on the sum which the treaty erezglrni%r(:: l:still?:
annual expenditure to be incurred by the Central Government on
the subsidiary force. It would further substitute the figure Rs. 18
lakhs from the treaty of 1844 for the figure Rs. 16 lakhs given in the
treaty of 1860. We see no reason for the substitution of a disearded
figure for the existing obligation, but we hold that it is not un-
reasonable. to accept the latter figure, 16 lakhs, though slightly i
excess of the value of the cessions when the treaty was conelgdeﬁ
(_Rs. 14.54 lakhs). Tt is hardly likely that the Qovernment of the
time would have consented to maintain a foree costing mope than'
the vglue of the cession. if there was not some Very good reasonm for
so doing. It has also to be remembered that an award of only
Rs. 14.54 lakhe docs. as a matter of faet, deprive Gwalior of all
b'eneﬁt.from the Mutiny reward. Having regard to all thege cd
mdgrat}ons. we feel that to extinguish the Centra] Governmentr".
obligation for g lesser sum than it is compelled to spend under ths
treaty cannot be justified. Accordingly we recommend that 1:he
basig of the financial adjustment in this case be the sum of Rs lg
lakhs prescribed in the treaty of 1860. .
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(4) Territories ceded by the Maharaja Holkar of Indore.

* 147. The claim for consideration in this case is based on the
wording of the treaty of Mandesaur, concluded in 1818 after the
complete defeat of the Holkar army at the battle of Mahidpur.
None of the Mahratta Powers had offered a more stubborn resistance
to the East India Company, and it was not to be expected that in
the matter of annexations and confiscations the terms of settlement
‘would be lenient, In all, cessions of tributes and lands yielding
a total revenue of Rs. 12,18,000 were demanded as the price of peace
and accepted by the plenipotentiary of the Darbar. Articles 3, 4,
5 and 6 of the treaty are concerned with the cessions. Article 7
runs as follows :—

“In consideration of the cessions made by this treaty, the
British Government binds itself to supply a field force tv main-
tain the internal tranquillity of the territories of Mulhar Rao
Holkar and to defend them from foreign enemies ; this rorce
shall be of such strength as shall be judged adeguate to the
object. It shall be stationed where the British Government
determines to be best, and the Maharaja Mulhar Rao Holkar
agrees to grant some place of security as a depot for its stores.”’

148. Doubt has arisen as to the exact meaning of the words ‘‘ In
consideration of the cessions.’” It has been argued that the circum-
stances in which this treaty was concluded were similar to those
leading up to the treaty of Sarji Anjangaon in 1803 with Secindia ;
that the same interpretation may be applied to both the treaties,
and, that it may be presumed that the cessions were in the nature
of annexations and not in any way a quitd pro quo for the foree to
be maintained for the Ruler’s protection. We fully appreciate
the similarity of the circumstances attending the conclusion of the
two treaties ; but we cannot ignore the words used in article 7
of the treaty of Mandesaur. The phrase ‘‘in consideration of the
cessions ’’ is not found in the treaty of Sarji Anjangaon. It is a
cardina] rule for the interpretation of written agreements that the
parties are bound by the language which they have thought fit
to employ, it this language is plain and unambiguous ; and where
there ig an ambiguity the agreement is to be construed fortius
contra proferentem. In these circumstances, even if there were an
ambiguity in article 7 of the treaty of 1818, which we are not dis-
posed to admit, we should feel bound to accept the arguments of the
Indore Government and to regard the cession of territory in this
case as in return for specific military guarantees, On the other
hand, while the Indore cessions may be regarded as having been
made in consideration of a military foree, and therefore of the type
which we are directed to examine, we must draw a distinetion
between this cession and those made, for instance, by Hyderabad
In 1800, or by Baroda in 1818 These ]att'er States were allieg of
long standing, and there was no idea of taking more territory from
either than would eover the cost of & specific military force. In the
treaty of Mandesaur there is no such direet eorrespondence between
the cost of the force to be maintained and the value of the territory
to be eeded. There is not even a clause such ag article 8 of the
Gwalior treaty of 1860, under which it was stipulated that the
subsidiary force was to cost not less than Rs. 16 lakhs per annumn.
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On the contrary, it was left open to the Company to fix the strength
of the Indore subsidiary force from time to time so long as the
force was sufficient for the object in view, and it is obvious that
with the advent of internal peace the necessity for a strong sub-
sidiary force no longer exists.

149. We do not consider, therefore, that the extinction of the
special obligation in the matter of a subsidiary force and the entiry
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 h;we
thought it unnecessary to attempt any exact valuation: of the

Indore cessions.

150. We have accordingly to arrive at a finanecial 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 1II and in Class (2) of Appendix III to our Report. For
the present purposes we have this one figure on which to base some
gstimate of the adjustment to be made on account of the subsidiary

oree. :

151. In the absence of all other data, we consider that, as the
Maharaja was permitted to commute his obligation to ;naintain
3,000 horse for a sum of Rs. 111,214 per annum, the Central
Government may well agree to commute its obligations in the
matter of mai(?taining a subsidiary forece for the same sur: and
we recommend a financial adjustment ba o
Rs. 1,11,214. ! sed on an anmuity of

(B) Territories ceded by the Chief of Sangli.

152. The Rulers of Sangli represent the senj
Patwardhan family which rose to distinetion O;‘nbrt{il%(:hSogfhgs
Mahratta Country in the latter half of the 18th century, and the
ceded areas form part of territories originally assigned to t’he family
by the Peshwa, then the de facts head of the Mahratta Confederaey,

in return for the maintenance and provision of troops.

153. When the second Mahratta War broke out in 1803. th
British found the Patwardhans in a position of practical independ.encei

3
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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
assistance to the British forces. Later, by the agreement of
Pandarpur in 1812, peace was made between the Patwardhans and
the Peshwas. But, on the outbreak of the third and last Mahratta
War of 1818, they were detached from their nominal suzerain and
* thereafter threw in their lot with the British.

154. On the downfall of the Peshwa the Patwardhan Chiefs were
called on to render to the British the service attached to their
tenure under the Mahratta Government, and, finally, in 1820, after
reduction had been made in the number of horse to be furnished by
the family, the ruler of Sangli was allowed the option of compounding
the service either in cash or by assignment of territory. He chose
the latter alternative, while his brother Patwardhan chiefs elected
to continue to furnish their quota of horse on the new scale, a
liability which was commuted for a relatively light money payment
in 1848.

155. Tt is possible to take the view that this cession is not within
the Terms of Reference of our Committee. It is certainly not a
cession in return for any specific military guarantee. It may also
be argued that the tenure of the Chief of Sangli was that of a jagirdar
and dependent on the rendering of the stip‘ulated service. But
whatever may have been the relation of the Chief of Sangli to the
Peshwa, we find that he had achieved a status beyond that of a
jagirdar when his connection with the East India Company began.
He was treated by them as a Ruler and ally in the course of the war
which ended the Mahratta power, and has enjoyed this status ever
since.

156. We find that there is no real distinction between the Sangli
cessions, made in commutation of military services, and those made
by other States in lieu of a contingent force. The case is one which
illustrates the statement at the beginning of this Chapter that it was
often a matter of chance whether a _State.p'ald tribute or ceded
territory. At any rate, the case ig in Iits orign one of the clearest

instances of the rendering of military service of a feudal character,
and we hold that, even if this cession does not come within the

exaet Terms of Reference, we are fully _enti.tled, under the last
paragraph of our instructions, to deal with it here and to make
recommendations accordingly.

157. The cessions lie in the Dharwar, Belgaum and Bijapur
istricts in the Bombay Presidency. 'I‘hpu- identification has in
most cases presented no serious difficulties, and has been satis.

Pactorily accomplished. They are as follows :—
Cessipng in the Dharwar disirici.
(a) Pargana New Hubli . 47 villages.
(b) Pargana Turus . .. 50,
(c) Pargana Bumegutta .. L1
(d) Sardeshghat of Gopunkop

i

5
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158. In 1820, the cessions were described as follows :—
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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 this
was the nature of this cession is confirmed by the Special Com-
mittee ; but, on the ground that the Chief’s rights must have
+  ““ embraced practically the entire revenue,’’ they have merged the
revenue and expenditure of these five villages with the remaining
cessions in the Dharwar district. In view of the fact that there
was no cession of sovereignty we accept the Darbar’s contention,
and propose to treat this item as an assignment of cash or tribute.
We have no satisfactory material for assessing the present value of
these rights, and have therefore taken the figure of Rs. 12,974-14-8,
which is the actual figure in the Darbar’s claim. The enhancement
of value during the last 100 years could not in any case have been
considerable. The Darbar makes a similar claim in regard to cessions
under the head ‘¢ Pargana of Burdol.”” Here again the transfer was
not of sovereignty, which the Chief never enjoyed, but a share in the
revenue of 13 (not 16) villages, his share in 3 of the 16 wvillages
having been assigned by him to a third party. The Special Com-
mittee confirms this contention, and declares the present value of
this share to be worth Rs. 11,600, as against Rs. 10,937-8-0, the
value at the time of cession. Thus we find that of the above cessions
a sum of Rs. 24,574-14-8 must be treated as an assignment of cash
or tribute analogous to that paid ’by the other Patwardham Chiefs.

160. The territories have been valued by the Special Committee
on the usual lines. The final result of their valuation is shown

below ;—

Central.
Provincial.
. Direct. Indirect. Total.
Revenune .. .. 2,87,400 3,900 48,900 52,800
Expenditure .. .. 2,671,900 3,200 1,900 5,100
Surplus 19,500 700 47,000 47,700

161, It is obvious that, by our decision to treat a sum of
Rs. 24,574-14-8 as a cash tribute, the surplus under the head
*“ provineial 7’ is converted into a deficit. Even if the direct taxes
amounting to Re. 700, which would accru® to the Darbar in the
event of retrocession, are treated as 2 credit, there still remains a
deficit as a basis for financial adjustment. T!Ie guestion therefore
arises whether the Chicf 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 foree 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

La89SEO(WOP) . b ]
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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 maée 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 éase 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 .. .. 1,10425
Total .. 1,35,000

Tabular statement of financial adjustments proposed.

163. Exeluding cash contributions and tributes, our recommenda-

tions in regard to ceded territories are summarised below, in lakhs
of rupees. ’

Estimated | Present Provinci
value in Central fovinoial. Annpenualn
State. trea.ty of |Revenue, :ﬁm oredi;c
cession. (Gross). Present Expendi- rrzoom.
Revenue, ture, mended.
Hyderabad . 71.81 83-52 183. 4 173.32 Nil
Gwalior ., . 10.03 gg:gtls ﬁ?'éé e 22.98
(S0 paras, | 147=151 of | formpor 5821 11-78
] ) ‘ g0 Chapter -
Sangli . .. 1-10 -40 2‘";28 §-57) }i(]i
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latter. In the case of ceded territories, however, there is no necessity
for any immediate payment prior to Federation corresponding to the
Proposed remission of all tributes in excess of five per cent, of total
revenue. Payment should begin only after a State’s entry into
Federation, when it should receive a proportion of the annuity or its
capitalized value corresponding to the share of the income tax
retained by the provinces of British India. For instance if, as
envisaged by Lord Eustace Percy’s Committee, the provinces are to
retain at the outset approximately five-thirteenths of the proceeds
of the income tax, we recommend that payments to the States
on account of ceded territories should in the same way be limited
to five-thirteenths of the total sum to which they are entitled. With
every diminution of the share of income tax payable by the provinces
to the Federal Government there would be a corresponding increase
in the amount payable to the States for ceded territories. Finally,
though in the case of tributes we have recommended that a moiety
at least be remitted in ten years and the remainder within twenty
Years, we see no necessity to make any corresponding recommenda-
tion in the case of payments on account of ceded territories.

Summary of Conclusions and Recommendations.

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).

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. wn lakhs.
Baroda 22.98 (para. 132).
Gwalior 11.78 (psra. 146).

Indore .. .. .. 111 (para. 151). -
Sangli .. .. 1.10 (para. 162).
La8OSEC(WOP) x2
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In the case of Hyderabad we recommend no sueh 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 propoged
should become effective in the adjustments with the States in
question pary passw with the reduction of the contributions to bhe
paid by the provinces to Federal revenueg (paragraph 164),

*
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CHAPTER V..—MISCELLANEOUS CONTRIBUTIONS.
Introductory.

] lﬁfB. In Chapter IIT we have discussed Cash Contributions and
m (C‘hapter I\i we ]m\‘fj assigned  eash values to the contributions
made.by certain States in the past by eession of their territories.
In this (‘hapter we deal with other contributions whieh the States
Glal.m to be making towards the resources of India, whether indireetly
Or in kind.

166. For the reasons eiven in paragraph 11 we have been unable to
consider all the claims of States which have been brought to our
Dotice. Our Terms of Reference, however, permit us to take into
aceount facts in the financial or contractual relations between the
Statgs and the British Government in India which though not
Specifically mentioned have so close a bearing upon the matter
remitted to us that they cannot in our view be disregarded.
Under this head we have decided to confine our attention to the
following :—

(i) Indian States Forces ;
(ii) claims arising out of railway lands ;
(iil) claims arising out of cantonments and civil stations ;
(iv) claims arising out of existing arrangements in regard to
certain excisable commodities ; .
(v) claims arising out of ‘“ lapsed inams ”’ and similar cash

paymente in the Bombay Presidency ; and
(vi) claims in regard to other miscellaneous cash contribu-

tions.
(f) Indian States Forces.

" 167. To secure the co-operation of troops from Indian States with
British Forces in India was an early feature of the poliey of the
Company. Apart from provisions in treaties with Hyderabad,
Gwalior, Travancore, Mysore, Baroda and the Peshwa, negotiated at
the end of the 18th and the beginning of the 19th eenturies, whereby

these States undertook to supply speeific contingen'ts of their own
troops to act in co-operation with a British subsidiary foree, there

are provisions in several other treaties anql .Sqnads for troop.s'of
Indian States to he supplied on the requisition of th¢ British
Government according to the means of the Rulers. But, apart
from any treaty provisions, unstinted military ¢o-operation has

wayg heen forthcoming from Indian States in time of war when
desired by the British Government. There are records of fine services
having been performed by States troops in the Gur}{ha War, the
first and second Afghan Wars, the first and second Sikh Wars and
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.
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168. The importance of such an orggnization was realised between
the years 1880 and 1887, when relations between England and
Russia were strained almost to breaking point owing to a serieg of
incidents on the Afghan frontier. As 1_3he 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 or
the footing of States Korces.

169. The Viceroy’s proposal elicited definite offers of military aid
from a number of States. The title given to the troops organised
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, ete., of the Imperial Service Troops, which were
discussed after the Great War with certain of the leading Princes.
As a result, the Imperial Service Troops were re-organized under the
present title of ‘‘ Indian States Forces.”’

These Forees 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 re-
inforee Class A troops or for employment as second line trobps ;

Class C.—Formations not permanently embodied.

171. Quly the wunits in Class A can be rerarde i
gervice. Of these, certain units are designateg fords:rsvﬁ-te fgzz 3:?;;
lization in various formations of the Indian Army, Though a place
has been assigned to these wnits in the mobilization geheme the}:- is
no gosxtwe obligation on the part of States to release gﬁem efoe
service, and thus no certainty that they will he available and that
their place in the field may not have fo be filled by regular units
In peace time Indian States Forceg gre not ordinarily embodied for
training and diseipline in formations of the British Army in India,
though many units conveniently situated do carry out their annual
camp training with them. Many of these Forees are localized in
the States for the performance of guard, eceremonial and other duties
and cannot, like units of the Indian Army, be transferred to garrison
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frontier outposts and there gain the experience so essential for
frontier warfare. Units of Indian States Forces are, therefore, not

interchangeable with units of the Indian Army. |

172. The strength return dated 1st April, 1931, of Classes A
and B of the Indian States Forces provided by 49 States, shows :(—

43912
37,622

Authorized strength

Effective strength

The amount actually expended by the States on their forces was
investigated in 1930 by the Special Committee, which reported the
total expenditure by the States on maintenance of Classes A and B to
be over Rs. 2 crores. This figure, however, is not one which we can
use for any purposes of financial adjustment. In the first place, it
takes no account of the considerable expenditure incurred by the
Government of India on the supply of arms and provision of military
advisers in the States. Moreover, it does not necessarily follow that
the money expended by a State upon its troops ensures the attain-
ment of a level of efficiency which would satisfy the tests of the
military authorities responsible for the defence of India. Again,
the Federal Government might not be able to afford the additional
military expenditure represented by the cost of the Forces in ques-
tion, however, efficient they might be, and this was no doubt one of

e reasons which led the Federal Finance Sub-Committee (see
Appendix I of our Report) to recommend that a financial adjust-
ment in the case of the Indian States Forces should be deferred for

discussion after Federation.

173. In view of the recommendations of the Sub-Committee,
do not propose to attempt to translate into a money equivalent the
value to be attached to the military contributions of the JIndian
States, though, to give some idea of the magnitude of the financial
actor involved in the case of an individual State, the claim wunder
this head of the Gwalior Darbar amounts to no less than Rs. 40 lakhs
annually. But their past history enables us to appreciate the
valuable assistance in times of emergency which these Forces have
rendered ; and a considerable stretch of the northern frontier of
India is now garrisoned by Kashmir State Forces. We also recognize
that they assist the Paramount Power to fu}ﬁl its obligations in
Pegard to gecurity in State territory. We consxdeg- that the existence,
Strength and efficieney of these Forces cannot be ignored.

we

(ii) Claims arising out of Railway Lands.

174, Thé railivaye which traverse Indian State _territory may
be divided as regards ownership into three eclasses, 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. :




ve
Cession of Juriadiction.

175. The land, on which railways in elass (1) and (2) were
constructed was till very recently given freely and unconditionally
by the States. Sovereignty over the land remains w1’(:h. them, but
in aimost all eases jurisdiction has been cedgd to the British Go_vem-
ment over the land required for the track itself anq for all railway
purposes. The cession has usually been expressed in the following

formula — _

¢« 1... 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 jurisdietion. If every State exercised juris-
diction on the main line between Delhi and Bombay, a train would
encounter 1o 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 jurisdie-
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 10
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
situation in which there would be no longer any legitimate ground
for a State which has ceded jurisdiction over railway lands to claim
that the prejudice to its fiscal interests by the cession is such as to
eonstitute an indireet contribution to Federal Revenues.

Claim to share profits of railways in 8tates or to purchase them and
appropriate net profits.

178. Bome States claim to share the profits of railways § i
Btate torritery or to purchase the lines and npproprigzetr?ggrs;%
profits. _ This claim is supported by reference to the fact that the
land originally acquired for railway construction was gramted by
the States free of cost. Where such grants were unconditional, there
is elearly no valid ground for claiming now a share in the prt;ﬁts of
the railways concerned or an option to purchase the railways and
appropriate their net profits. There may, we know, be one or two
cases in which such clpims are based on more solid ground. We have
been unable in the time at our disposal to investigate | individual
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claims, and we consider the ordinary machinery of Government
adequate for such purpose.

Claim that cession of jurisdiction over railway lands was not in-
tended to include fiscal jurisdiction.

179. It has been represented by the States generally that the
cession of jurisdiction over railway lands has involved fiscal conse-
quences which were not contemplated at the time of cession. The
Government of India has expressly disclaimed any right to exploit
these areas for fiscal purposes, and, though this announcement may
not yet have been translated into practice in every case, we assume
that the grievance will be remedied before very long. The loss of
revenue which the States attribute to the system under which
Jjurisdietion is exercised by the Government of India falls uuder
three heads, (¢) immunity from State income tax (where levied) of
persons residing and profits acerning within railway limits ; (b} im-
munity from State customs tariff, especially in the case of trading
concerns, such as co-operative stores, whereby these are able to com-
pete on unfair terms with concerns outside the railway boundary ;
(c) loss of revenue from excisable articles sold within railway limits.

Immunity from Income Tax.

180. As regards (a), State income tax, we consider that the States
which levy income.tax have a grievance which should in equity be

removed, and our recommendations are as follows :—

Railway Employees resident in State territory should be
subject to State income tax, if any. This would involve some
amendment of the existing income tax law in British India,
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 Compantes should pay State ineome 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 practlcable and equitable.

Immunity from State Customs Tariff,

181. As recards (D), State cnstoms 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 ennsumption as distinet from goods in transit.
We consider that steps should be taken to remove the grievance of -
other States in this matter. : I
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Immunity from State Excise.

182. As regards (c), State excise, we understand that some States
are already paid the excise fees at British rates on articles 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 Govern-
ment 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) Cantomeni 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 Residencies are situated have in most cases
been provided free by the States concerned. Civil stations and
cantonments are in some cases leased in perpetuity on an annual
payment to the State, in others they are provided free of charge.
The claims which have been preferred by the States before our
Committee embrace the questions whether these areas should be
retained at all, whether the conditions of the leases are fair. and
whether the persons resident within the areas should be immune’from
State taxation, so long as the State is denied any share in the proceeds
of taxation realised by the cantonment or station authorities. Some
States have also raised the question whether the lessee is at liberty
to dispose of land within the leased area at a profit for building and
similar purposes.

Retention of civil stations and cantonments and terms of leases.

184. The retention of cantonments for His Majesty’s Forces ig in
many cases a military necessity as well as a treaty obligation. There
may, however, be cases where the retrocession of such areas in
whole or in part is in the interests both of the State and of the
Federal Government. This is a matter of policy with which we are
not direetly concerned. We have therefore no recommendations
to make for the retrocession of these areas or for the revision of thejr
leases on terms more favourable to the Stateg ; but we consider that
no demands should be made for inerease of rent, save in very excep-
tional circumstances, in view of the common purpose which every
santonment serves. : . :
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185. The retention of civil stations is on a somewhat different foot-
ing. Originally these stations were bazaars for the supply of provi-
gions for the Resident’s civil staff and military escort ; there was
always, in the early days of our occupation, the danger of friction
with local firebrands and famnaties, or even of deliberate interruption
Residency staff had recourse to the ordinary
e changed, and there his S(;)ldom any n_eoe;si;cy tfﬁl
this poliey of segregation, a fact which has been recognised by the
retrogessign of jugris:(,liction in the case of the vaderabad and Indore
bazaars. We consider that, in most cases, it would suffice if the
area of foreign jurisdiction were confined to the Residency itself and
the buildings under the Resident’s control. Our_oply rgeommenda-v
tion is that, when the continued retention of any civil stations be_ypnd
these limits is regarded as essential on political grounds, the conditions
of the lease should be subject to periodical examination.

186. Bangalore in the Mysore State is descri})ed by 'the hybrid
title of a Civil and Military Station. Here there is a speplal arrange-
ment of recent date under which all revenues of the s{ation above an
agreed figure are made over to the Mysore Government. It is a
question whether the financial grievances which have been brought
to our notice by that Government can be remedied satisfactorily
under the existing arrangement or a modification of it, or whether
there is any case for partial retrocession of the area. In view of the
fact that this is a military as well as a plvﬂ 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.

of supplies, if the
bazaars. Times hav

on within the limits of civil stations and
cantonments.

187. The attitude of all 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 ng('iht to xéecel.ve tthe proceeds
of a particular tax has not been renounced, as, lor instance, excise
in thg) cantonment of Secunderabad in Hyderabad State, the State’s
claim as a rule embraces the right to colleet :—

(a) Income Tax (where this is a State tax) ;
(b) Inland Customs Duty ; and

(¢) Excise.

188. We believe that in the case of the more advanced States there
ractical objection to the exereist 'of fiseal authority t)}{ 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 sueh h(_aads 1as income

- In faet, in Secunderabad not only does the Nizam’s Goveru-
ment administer and colleet the excise duties for the benefit of the
cantonment. but it also collects and appropriates inland custows

duty. We 7be]ieve, however, that if a State were to appropriate all
revenues other than municipal the proper administration of canton-

ments would become impossib]e for lack of funds. It is customary

Right to proceeds of taxati

is no p
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throughout India for provincial Governments to supplement the
mumnicipal revenues by grants in aid towards the cost of various
services in urban areas, and the pavment of excise duties by the
Hyderabad State to the Secunderabad Cantonment Fund is an
instance of the application of this principle to cantonments in States.
We suggest therefore that where jurisdiction is retained, whether
in a civil station or in a cantonment, there should be an agrecd
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 ecantonments 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.

(iv) Claims arising out of existing arrangements in regard to certain
excisable commodities,

189. It has been urged by many States, particularly those in
relations with local Governments of British Indian provinees, that
their legitimate revenues in the sphere of excise are injuriously
affected by arrangements imposed upon them in the interests of a
neighbouring province. These grievances relate only to articles,
ie., liquor, opium and hemp drugs, the taxation of which i3,
and will presumably remain, within the sphere of the provincial
administrations. If, therefore, the States concerned are found to
be foregoing under existing arrangements the proceeds of taxation
paid by their subjects, the resnltant gain is to the local Government
concerned and not to the Government of India. Nevertheless the
principle underlying these grievances has a definite relation to
Federation, inasmuch as it is prima facie unjustifiable and undesirable
that one federal unit should levy taxation upon another, and we
therefore feel it incumbent upon us briefly to review the situation
as we see it.

190. The grievances of the States are two-fold ; that excise
rights leased in the past by States to a local Government arve
being diminished in value owing to that Government adopting
a policy of which the aim ic admittedly prohibition ; and that
certain excisable articles, particularly opium, cannot be obtained
by the Btates except from the local Government, and that the
latter, instead of supplving them at cost price, appropriate to their
own revenues 2 considerable part of the exeive duty for the time
being in force. ’ ’

191, The first category calls for little ¢comment from us inasmuch
as it ig impossible to uphold the imposition upon a State of a self-
denying policy adopted at the instigation of a legislature possessing
no authority in that State. We understand that the situation in this
respect has, during the last few years, engaged the careful attention
of the provincial Government chieflv concerned and that in several
instances agreements have been cancelled and the status quo Testored
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192, In regard to the second category of grievances, we should like
' to see effect given to the general principle that, in respect of all
provineial excises, the proceeds of the whole of such taxation should
accrue to the administrative unit within  whose territories the
taxed articles are consumed. There may be cases in which it is
necessary that the provincial Government should be the supplying
authority and in which compliance with indents should be limited
, 10 an amount representing the reasonable requirements of the
State concerned. But it does not appear to us that such considera-
tions ean justify or necessitate the retention by a provincial
Government of any part of the excise duty in addition to a fair
cost price including overhead charges. We observe that this
principle has already been admitted by the Government of India in
respect of charas, a hemp drug imported from Central Asia and
issued to States and other local Governments from warehouses
gituated in the Punjab. Until recently the Punjab Government
appropriated the whole duty on issues of this drug to Indian States,
but the Government of India has now introduced arrangements
under which such duty is refunded to the. States concerned.

193. We have, for reasons explained above, referred to these
grievances, and have indicated our views regarding them. We have
no further recommendations of a financial nature to make in res-
pect of them. They obviously raise no questions of either contribu-
tions or immunities of the nature of those on which we have been
specifically required to advise.

(v) Kadim Inams.

_ 194. We have received a number of claims from States situated
In the southern part of the Bombay Presidency arising out of the
rights of the Government of that Presidency in what are known as
kadim inams and other ancient grants. The term indicates a grant
of revenue, charged on lands or villages in the State, made by the
suzerain power of the time—in this case the Peshwa—before the
territory out of which the grant issued had been constituted a State.

195. As the State was constituted subjeet to the burden of the
im inam, it was long held that the latter on its lapse or escheat
reverted to the original grantor or his suceessors, and not to the
tate on whose territory it is charged. It would appear that, as a
Mmatter of grace and not of right, the States have in most ecases been
allowed the benefit of such lapses and escheats, but the application
in earlier times of the doctrine of the reversionary right of the
suzerain power has resulted in certain revenue, which would
normally go to the States, aceruing to the Government of Bombay,

196, The States claim that with federation the doctrine should be
abandoneq in theory as well as in practice, and that the revenues

wn from their lands or villages under its former application
should no longer be paid to a British Indian province, but should
Tevert to themselves. ‘With the general principle we are in agree-
ment, and if the right of lapse or escheat is no longer to be exer-
cimed we think it might wéll be formally abrogated.
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197. The claim for the remission of the payments already in force
demands further consideration. We find that in certain neigh-
bouring districts of the Bombay Presidency the situation is reversed,
and that States are in receipt of cash grants of similar nature at
the expense of provincial revenues. While we fully agree that
payments of the nature of kadim inams are undesirable under
Federation, it is impossible to advocate a one-sided remission at the
expense of the province alone. We therefore suggest that, where
these revenues are received from and paid to the same State, one
should be set off against the other, and that where there is a balance
or where there is no such set-off, the rights should be bought out.
The capitalised sums due to the province will help to meet those
due from it. If, as is likely, there are cases where it is found more
convenient in present financial circumstances mnot to pay the
capitalised value of the amounts at once, a series of equated pay-
ments 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 extinction without
throwing any substantial burden on either the States or the pro-
vinee.

198. In any event we do not hold that these payments raise any
difficulty as regards the federal scheme. In the first place they are
in respect of rights held ordinarily by individuals and do not imply
any subordination either of thegState or of the province from whose
lands they are drawn, and, secondly, they are of relatively small
amount and number, and affect only the relations of one unit of
the Federation with another and not with the Federation as a
whole.

199. While, therefore, we hold that such payments between units
of a Federation would be anomalous and should disappear as
speedily as possible, we do not consider that they are cash contribu-
tions of the kind within the meaning of our Terms of Reference.

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

200. In paragraph 34 we explained that the cash contributions
which were reviewed in Chapter IIT were those commonly deseribed
as tributes. The States, however, make other eash contributions
to the British Government which cannot be so classified. We have
already mentioned the special case of kadim inams. The other pay-
ments which have come to our notice do not seem to us to require
to be scheduled as they are in return for gpecific gervices rendered
locally, are for the most part voluntary, and represent either the
equivalent of or a contribution towards the actual cost of the
serviees 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
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local consideration, seeing that the objects which they maintain
serve local needs. Some States have represented to us that these
payments should be taken into account in the financial adjustment
to be made with them on their entry into Federation, but we are
unable to accept this contention, as the payments appear to be
entirely outside the federal sphere.

201. Separate mention must be made of the contributions paid by
numerous States and Estates in the Western India States Agency
and in the Rewa Kantha and Mahi Kantha Agencies under the
Bombay Government for the administrative charges of the Agency
Thana circles. Owing to their small size and meagre revenues,
numerous States and Estates in these Agencies have for many years
been grouped together for the purpose of joint administration under
officers appointed by the Government of India. The present system
grew out of the intervention of the Company’s Government necessi-
tated by the state of anarchy which prevailed in this area at the
beginning of the 19th century, the first stage of which was the
settlement of the tributes due to the Company, and to Baroda and
other States. The next stage was the institution of eriminal courts
and a police organization, a measure to which the Company was -
forced on account of the insecurity of roads and continued dis-
order in areas where the jurisdiction of individual Chiefs and Chief-
tains often extended over a few acres only. Later came the in-
troduetion of civil courts, and, later still, the creation of common
services for such purposes as education, health and agriculture.
This joint administration is organized under separate Thanas, a
word originally applied to the military posts established by the
Moghuls and Mahrattas to protect the country, preserve peace and
aid in collecting revenue. Its cost is met mainly from contribu-
tions obtained from the States and Estates comprised in each Thana
circle, assessed in accordance with their respective revenues, which
are in many cases exiguous ; also, in respect of police administra-
tion, from the payment of Rs. 3} lakhs made by Baroda [see
Appendix IIT, Class (5)], any deficit being made good from central
revenues, which also meet the cost of the political Agencies by
which the Thanas are supervised.

202. Although the contributions received from States and Estates
for Thana administration are not voluntary, they appear to differ
in chargeter from the contributions towards local corps discussed in
para. 73 and detailed in Appendix III, Class (5), since the States who
eontribute towards the maintenance of local corps are represented
to he able themselves to furnish alternative means of maintaining
interna] geeurity, whereas the Thana administration is necessitated
by the faot that the States and Estates affected have wholly insuffi-
cient resources to provide an adeguate administration. For thig
reason we do not recommend any change in the present system
whereby thege States and Estates are required to contribute in
accordance with their means towards those heads of expenditure
which represent the joint services which it has been found neces-
sary to provide on their behalf,
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Summary of Conclusions and Recommendati

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 :
(1) railway lands ; (iii) eantonments and civil stations ;

(?v) excisable commodities ; and (v) * lapsed inams '’ and
similar cash payments in the Bombay Presidency, and the
grievances at present felt by the States can be removed by
the specific measures which we have suggested and that
th‘iieb); all cfliaims ulnder these heads can be disposed of
without any financial adjustment as

(paras. 176188} J t as regards fe@eral revenues

and in regard to :

(vi) other miscellaneous cash payments (t i
: s owards main-
:inz;n:lf of roads, medical relief and Thana administration),
ha ese raise no financial question affect] i
(pacas. 200300, q affecting Federation

We have not therefore placed a cash value f
. ] or the purposes of
finaneial a.d,]ustment on any of the various contribution;J »:r.gich the
States claim to be making under the above heads.
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CHAPTER VI—SALT.
Introductory.
203. Our Terms of Reference directed us to examine (inter alia)
the varying measures of privileges or immunity enjoyed by certain

States in respect of Salt, to investigate the position in each State
with a view to determining the value of the ascertained existing

rights in respeet 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 relinquishment of
the special privileges which each State now enjoys, or such modifica-
tion thereof as may appear to us to he an essential preliminary to
Federation. This task we endeavour to perform in this Chapter.

204. The importance of salt to India hoth as an article of con-
Sumption and as a source of revenue is best illustrated by the
following facts and figures. The normal demand of India (excluding
Burma, and also excluding Kathiawar and Cuteh, which are not
supplied from sources under British-Indian control), is approxi-
mately 1,900,000 tons per annum, or an average of about 12 lbs.
per head of the population. Of this great quantity the returns for
1931.32 show that nearly 1,450,000 tons are produced in India
itself, the whole of which—with the exeeption of some 100,000 tons
of mined salt from the Punjab—is derived from solar evaporation
of salt water or brine. The remaining 450,000 tons are imported.

205. With trifling exceptions the sole port of import is Calcutta—
for the markets of Bengal, Assam, Bibar and Orissa and to a small
extent for the United Provinces. The climate of mnorth-eastern
India is unsuitable for the economie production of salt by the pro-
cesses of solar evaporation, and these provinces are therefore
compelled to procure their salt from other than local sources. All
other parts of India are supplied by salt produced in India, mostly

within easy reach of the consuming areas.

206. The salt imported at Caleutta comes in the main from England,
EurOpe, North Africa and Aden, though a rela.tively small quantity
13 shipped from Bombay, Madras and Karachi, while, more lately,
factories situated in certain of the States of Kathiawar 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 administratively part of India, it may be said
at only some 140.000 tons of India’s total salt requirements have

to be imported from non-Indian sources.

. 207 Salt in India has been the subject of taxat'ion from
Immemorial, and the principle of a salt tax was inherited by the
British Raj from the Moghul <€mpire. The amount of the tax
h'as varied greatly according to the requirements of the administra-
tion, but has at no time been entirely remitted. Tt is levied at so
Wuch per maund (82 lbs.), and the present rate of tax is Rs. 1:9-0
Per maund (inclusive of a temporary surcharge of 5 annas), which,
2t a consumption rate of 12 lbs. per head, represents an annual

Lasesrc(wor) y
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tax of approximately 3% annas (4d.) per head of the population.
This taxation produces a substantial proportion of the central
revenues. The Federal Finance Committee in their foreeast of
federal revenues estimate a net receipt of 535 lakhs of rupees from
salt taxation, which represents about 6§ per cent. of the whole
estimated revenue.

.2Q8. The cost of production of salt in India varies from a
mmimum of 24 annas per maund to a maximum of 6 annas, and
averages approximately 44 annas per maund. The actual cost to
the consumer is dependent upon freight charges (rail or sea) and
to a less extent upon the operations of speculators, and varies with
the quality of the salt. With duty at the present rate the averge
price is approximately Rs. 2-5-0 per maund, or about }d. a lb.

History of Salt agreements with States.

209. Inasmuch as many Indian States possessed and operated
thei}' own salt works and placed their surplus salt on the British-
Indian market, wvery great difficulty was experienced by the
Government of India and the provincial Governments during the
period of British expansion in India in protecting their salt
revenue and ensuring its collection. The East India Company
found themselves compelled to establish customs lines for the
collection of salt import duties at their frontier. The most important
of these cordons stretched for 2472 miles from the Indus to the
extreme south of the Central Provinces, and was guarded by an
army of 12,911 officers and men at an annual cost of 16} lak}i,s of
rupees. It consisted of ‘‘ a great impenetrable hedge of thorny
trees and evil plants and stone walls and ditches through which
no man or beast could pass without being stoppezl and searched.’’
This cordon was maintained against the salt-producing States .of
Ra;putanq and Central India, Bahawalpur in the Punjab and Cutch
and Kathlawar on the West. It was still in existence in 1869
Certain other salt-producing States, such as Travancore, Cochin.
and States on the eastern shore of the Rann of Cutch against’;
Wlhomd thlf ma(iintelanance of preventive lines was impossfble, had
already been dealt with b ments i i
e e e y agreements concluded in some instances

210. For many years previous to 1869 all salt production in British
India had been a Government monopoly in the sense that salt
sources were worked either by Government direct or by licensees
under striet Government control. Tn 1869.70 the Government of
India negotiated a leage of the most important and productive
galt source possessed by anv State, uamely, the Sambhar salt lake
Out of this measure arose the opportunity for a general extensior;
of the salt monopoly into the States and the abolition of the highly
expends_we preventive lines. A determined effort to this end was
gmollégmgly Initiated in 1873. and earried to practical completion

y 1880. by “‘hleh‘ the difficnlties experienced with salt produced in
the States were eliminated and an effective degree of (Government
coatrol established over salt sources throughout Tndia. '
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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 Ntates and of British India
in passage to consuming areas.

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

213. 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 econcentrating produetion,
by introducing more efficient methods of manufacture 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 greatlx superior
quality was an advantage to be set against any hardship due to
increase of price. None the less, it is evident from the representa-
tions 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 t_he sup-
Pression of their previously existing salt works or against the
amount of compensation which the agreement gave them for such
Suppression.

214. These amounts were in fact assessed upon well considered
DPrinciples, Where States were in possession of salt sources essential
to the monopoly in process of creation, the commercial terms offered
and accepted were liberal. Tn all other cases compensation was
caleulated with reference to the revenue which Government expeeted
to receive from the salt duty whieh was abont to be levied upon the
Inhabitants of the State concerned.

Revision of Salt agreements impossible.

215. We have been given the duty of determinipg the value of the
brivilege or immunity enjoyed by each State in respect of salt.
We arg not empowered by our Terms of Reference to evaluate rights
R0 Jonger in existence. But, apart altogether from Terms of
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Reference, it would be impossibie for this or any other Committee
to place a present day valuation on salt rights which were ex-
tinguished, or on salt works which were entirely destroved more
than fifty vears ago. It must moreover be borne in mind that all
salt agreements were negotiated with States which in the last resort
possessed the fnll right to reject the terms offered ; only in the
speeial cases of Kathiawar and Cuteh was it found necessary
to invoke the prineciples of Paramountey, and it must be presumed,
in the absence of evidence to the contrary, that however reluctantly
the terms may have been accepted, acceptance elsewhere was in fact
a voluntary act. This being so, we are of opinion that there is no
ground on which reconsideration of the salt agreements now under
discussion would be justifiable at the present time,

216. But this is not to suggest for a moment that no such recon-
sideration will ever be required. As has been already stated, these
salt agreements were negotiated as between the Government of
India and the States primarily in the interest of British India.
Under Federation the interests of British India will be able to claim
no sueh priority, for the two interests will be identical.

217. Salt being a Federal subject, it will be equally the eoncern
of the States and of British India to ensure the supply of India’s
needs and to proteet her salt revenue. It may well be that with an
inereasing population (which even now requires the importation of
foreign salt to satisfy its requirements) the development of new salt
sourees in India will need to be encouraged. It may also well be that
the Federal Government, inheriting from the present Government of
India considerable liabilities in the matter of annual compensation
charged upon its salt revenues, may desire to diminish those ligbilities
by a change of policy towards salt sources owned by the States ; and
lastly, in any case, the States’ representatives in the Legislature will
have it in their power to call for a review of the whole subjeet. if
and when they think it desirable. Thejr interests and those of British
India could then no longer be in any sense antagonistic and any

reconsideration of salt policy would be clearly entered into on a
basis of equality.

218. It should here be made clear that the salt monopoly which the
long sustained policy of the Government of India has created,
together with the established system of collecting the excise duty
at the sources of produection, 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
Mandi) pays a salt tax at the rate from time to time in foree in British
India. It is true that to some extent this tax enures for the henefit
0f Darbars, and not of the Government of India (vide Appendix V),
but, in the main, the population of the Stateg contributes to salt
revenues on the same bagis ag British India.

Principles of Valuation.

219. We take the terms ‘‘ privilege ’’ and immunity,”’ as used
by the Round Table Conference and in our Terms of Reference in
relation to salt, to mean the extent of the exemption enjoyed hy @
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central revenue, though this immunity is not from the payment of
salt tax. It relates to the sphere of inland eustoms and is there-
fore dealt with in another Chapter.

Conditions in Kathiawar.

223. The special case of Kathiawar is wholly difterent from those
which have been already dealt with. The peninsula of Kathiawar
on the west coast of India has a seaboard some 600 miles in length,
an area of 23,445 square miles, comparable with that of the Irish
Free State, and a population of approximately three millions. It
is inhabited by an enterprising people and, together with the
neighbouring island State of Cutch, is responsible for a large part
of the Indian migration to East and South Africa. To-day, as for
centuries past, they conduct an extensive dhow trade with Zanzibar
and with the Persian Gulf. The coastal areas can almost be des-
cribed as one vast natural salt pan.

224, Efforts were made by the Government of India, at the same
time as settlements were being reached in Rajputana, to bring the
Kathiawar States into line with all other Indian States on the basis
of commerecial salt agreements, but the difficulties were too great
and negotiation was finally abandoned. Resort was then had to

Paramountey, and the Kathiawar States, while left free to continue
the manufacture of salt, wer j i

to shipping of small draught by the innumerable
the coast of Western India. Until very lately
salt has in fact been confined to Kathiawar,’
of salt imported from oversea into Caleutta h
modification of policy, anq Kathiawar States g
are now allowed to send their salt to Caleut
is shipped on steamers not touching at other
loaded direet on board such steamers,

customs duty at Caleutta, and no immu

creeks existing on
the sale of Kathiawar
but the large amount
as occasioned a recent
pplying for permission
ta only, provided it
ports, and that it is
These shipments of salt pay
nity arises therefrom.

225. Tt is stated in our Terms of Reference that ‘* the ideal system
of Federal finance would be one under which all federal units would
ontribute a uniform basis to the federal resources.’” The
posttion in Kathiawar ig that no State contributes anything in
respect of salt tax, but that is only a part of the diffieulty with
which we are confronted. With the exception of g triﬂing‘ inland
of , the only Kathiawar States producing salt

are the inaritime States viz. —~Bhavnagar, Janjira (Jafarabad),
Junagadh: Bz}roda (Kathiawar possessions), Porbandar, Nawanagar
and Morvi, with Dhrangadhra on the Rann of Cutch. All the inland
States of Kathiawar burchase their salt from the maritime States.
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not as possessing potentialities of danger and injury to sali revenues
but as units capable of making a helpful contribution to the efficient
and economical supply of salt to India as a whole. Such States should
be admitted as partners and co-operaters in the business, and the

present Kathiawar arrangements should give way to arrangements
such as are outlined below.

230. We therefore suggest that all restrictions whatsoever on the
marketing of salt manufactured in Kathiawar be withdrawn. But
such a policy could only be inaugurated on a truly federal basis by
the acceptance of oblizations on a reciprocal basis by the wmanu-
facturing States which receive the suggested consideration.

931. We are of opinion that, in return for freedom to trade, the
States ‘eoncerned should voluntarily submit to the collection
by Federal officers, at the source of manufacture, of the
sll-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 t¢
suppose that the same system, fortified by such general regulations
»s are common to the maintenance of salt works and the movement

of sult throughout India, would not work as well in I{athiawar as
it does elsewhere,

232. It is true that the acceptance of these obligatins involves
some surrender of sovereign rights, but ihe precedent already
exists, and Kathiawar would be conceding nothing that has net al-
reauy been conceded by the great States of Juipur and Jodhpur.
Moreover, a mutual agreement such as we suggest would be made
with a Federation in which the States affectad would themsclves
be uniis—an entirely diffcrent matter from an werecment made
with the existing administration in which the States have no skbare.
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 paragrgphs that the incidence of this in-
direet taxation is not heavy, and, in any event, it would be no
heavier than is borne by the whole population of India at the pre-
sent time except that of Kathiawar. Moreover, the payment of
salt tax on the same basis as British Tndia 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 swith the value of &
complete immunity. These considerations, together with oppor-
tunitics for profit on the larger production which the removal of
trading restrictions must provide, should go very far to compen-
sate for the conecession which it is suzgested 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
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Concluding remarks,

238. Before concluding thix Chapter we desire to acknowledge
all the assistance given to us In our examination of the subject
with which the Chapter deals. The Sub-Committee charged with
the duty of investigating it visited and inspeeted certain
States’ salt works, notably those at Okha and Probandar in
Kathiawar. They also visited and inspeeted the Government works
at Sambhar lake, the Dead BSea 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 account of the magnitude and origins of India’s
salt supply, the system of its taxation and the finaneial importance
of this feature of the Indian fiscal system, it being estimated by the
Federal Finance Committee that the net receipts from salt taxa-
tion should amount to Rs. 555 lakhs, or about 64 per cent. of the
cstimated 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 produection
and to remove the customs barriers previously maintained against
States. Reference is made (paras. 211-214) to the principles adopt-
ed 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 Cuteh, whose Agreements
subjected them without compensation to very definite restrictious
in regard to the output and sale of salt, but who contribute nothing
towards the central salt revenue.

Bxcept in the cases of States in Kathiawar and Cuteh, we see no
ground for recommending any immediate revision of existing Agree.
ments, The question of reviging other Agreements will be for ¢on-
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
diminish the importation of foreiogn 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 contribu’ting to
federal revenues through the incidence of the salt tax, we find that
they are undoubtedly in enjoyment of immunities. These im-
munities, as calculated by us (Appendix V) amount in all to
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Rs. 46,06,057, of which Rs. 7,90,906 relates to Kathiawar and Cutch.
In making these calculations we have carefully serutinized the salt
Agreements with a view to excluding compensatory or other pay-
sments which, in our opinion, o not rank as salt immunities (paras.
219—92922), though, as will appear from Chapter VIII, some of them
constitute immunities of another kind.

In regard to Kathiawar and Cuteh we suggest (paras. 228—233)
that all existing restrictions on the manufacture and marketing of
galt should be removed, subject to the condition that the States
concerned ghould 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 10
the maintenance of salt works and the movement of salt through-
out India.




84 -

CHAPTER VII.—SEA CUSTOMS AND PORTS.
introductory.

239. Our Terms of Reference in respeet 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, (q) to
investigate the position of cach 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 special privileges which each State now
enjo¥s 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 heen 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. The general problem is well stated in paragraph 17 of volume IT
of the Indian Statutory Commission’s Report, and the attitude of
the maritime States qis-q-pis 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 mnot lower than those charged at entry into British
Indian ports, the existing seale of duties has been determined
by British India without reference to them ; that the revenue
they derive from these ecustoms duties is substantial. elastie,
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 hv 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 customg 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
system of customs duties —uniform in the scales of charge on each
commodity. in the method of collection and in subordination t0
the Federal authority—, and that it would make for efficiency, if
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not necessarily for economy, if all customs staff were concentrated
under one administration ; and that, if the revenue realized from
such a uniform system of customs duties is to be allotted wholly to
federal needs, it is reasonable that against the value of the duties
levied at their ports and hitherto retained by the States there
.should be set off the value of the gencral benefit which would acerue
to the States from Federation, including the right to a voice in the
determination of Federal policy.

242. No ome disputes the right of the States, in their own
interest and for their own purposes, to levy customs duties at
their ports ; but it is elear that the British Indian authorities are
fully entitled to take steps to securc that their own revenues are
not thereby prejudiced. British India also not unrcasonably
complains that trade is diverted from its own ports, with consequent
loss of revemue, to ports developed and maintained by States by
means of subsidies from their general revenues, which are being
eonstantlv increased by the customs duties arising from the trade
which those subsidies have attracted. These subsidies may take
the form of provision of capital without iqterest or sinking fpnd
charges, abnormally low port charges_, especially for warehousing,
the financing of traders on ¢xceptionally favourable terms, and
preferential adjustment of State railway rates.

943. The port trusts of all the major ports of British India are,
on the other hand, administered on a sclf-supporting basis ; that is
to say, their income is derived from port dues and charges which
they are required to adjust so as to cover all proper expenditure,
ineluding interest and sinking fund charges. Thex hav’e' no right to
draw upon the general revenues of the provinces in which they are
situate or on those of the Government of India for the purpose of
meeting any deficiency, and neither they nor the provinces have
any claim upon any part of the customs duties levied at their ports.

244, Port trusts, other business under’cakingsz .havg to fgce
competition from one another, but that competition is carried
on under financial and administrative conditions applicable to all
alike. The position is entirely altered when they are faced with
competition from a port administered by a State on wholly different
principles. The State has not only been enabled, through recent
chanees in British Indian fiscal policy, to reap an advantage as
fortuitous as it was unexpected and, in certain cases, to acquire &
revenue out of all proportion to its population, but, by using that
revenue for the purpose of subsu_hzmez _tl_le turther deVEIOpr.nent
of the port, abstracts trade from_ltS_Bl'l'tlgh Indian competitors
and indireetly compels them to furnish it Wltl} 'the means of intensi-
fyving its cnnfpetition. 1n addition to this, British Indmn_ taxpayers,
thoueh thev continue to bear the burden, are deprived of the
benefit of the taxes which they indireetly pay. No doubt this 18
also the position of consnmers resident in lnlanfi States served by
British-Indign ports. but any grievance which they at present
entertain by reason of their gubjection to a system of sea customs
taxation in the control of which they have no voice jvoqld find a
remedy from their participation in a federal constitution. One
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Question at 1_egst which we have to consider is whether after Federa-
tion the maritime States can by virtue of their geographiea] situation
claim to continue in an exceptional and privileged position,

Value of India’s oversess 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
lmport 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 Ezports. Total.
1926-27 .. .. .. 217,22 271,27 488,49
1927-28 .. .. .. 235,11 288,69 523,80
1928.29 .. .. .. 24210 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
246. The duties levied on this trade are as follows :.—
(Rs. lakhs.)
Ezport Duties.
1926-27 .. .. .. .. .. .. e 492
1927-28 .. .. .. .. .. .. .. 5,13
1928-29 .. .. .. .. .. . .. 4,72
1929-30 .. .. .. .. .. .. .. 517
1930-31 .. .. .. .. .. .. .. 3,80
1931-32 .. .. . .. .. 3,40

(Rs. lakhs.)
Import Duties, excluding salt,

192627 .. .. .. . . .. .. 3588
1927.28 .. ... . 3607
192829 .. .. .. .. . grem
192930 .. .. .. .. . . . g7s8
193081 .. ... .. 3409
198182 .. .. L, L. L. .. 3575

(Tmport  duties on overscas salt have boen excluded, partly
for the reason that such dutics are included in the salt anq not
the customs revenue and partly beeause, as no salt is imported
at Indian States’ ports, the inclusion of import duties thereom
in the ahove table would adversely affect comparison between
the customs revenue collected at States’ ports and at Indian ports
as a whole,) :
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930-31 and 1931-32
i mmon knowledge that the years 1, e .

shg:g.axllt ;Tax?;;ling drop in the Yohlil‘;efglf‘ tlf:d\i:ai 119%?_1'3%&%2?1?;
trade, the tot?.]‘ O; l(;?)t(,)lr(:spigl((l ;;;)r 1928-29 and only ‘53 pez;: cem;
only 471 per u;ln ' uinquennium 1926-31. In these circums ari(i:le
of that for t €q about India’s overseas trade are ne((i?sia th};
any generalizations : hope, Wwe are justified in regarding

hazardous. But if, as we ’ of temporary duration only,

I . h ficures as .
“. shump .Sho.“}lllerb);otz.le ov;rseas trade at x'zlppro.\ntmat{e)luyt I\{v‘?thig(t)
::‘rf)r:ay Tfll;g:esésll<f6ms duties thereon, at present rates

rv § S but
the l 14 wO l(l a[ll()unt tO 8.b0l1t RS. 60 C'I'OI'eA,
empOI‘a h llI‘ChaI‘,,e, u . |

i i : .04 hnorm .
m view of the present @ i specific and not ad valorem,
iti futies on Whl-Ch ton ‘ . 50 crores
s‘?emlr?:l)t(tm{l}f:’ tt(z;(;l( customs duties at QOtasl'n(t)(I)‘e‘atgggivﬁs ) fo ) oo
even on the optimistic assumption made
ia’ trade and such the
, . of India’s overseas h
. 248. Such is the mafﬁgzie ! toms. The lmp‘ort?ncte tﬁotI?dlg
portance of hel: - is greatly inereased by the fact that, iliar
of her customs revenue iec development, there are pecu

. m i
Gty at Indi’s lstagg of oefcocli]iorect taxation. Customs and excise
difficulties in the levying

: ds of raising revenue ;
-enient metho ISIIL
i ice the most CONV ; > main item of the
customs mevenue s explicitly recognised as the main item of the
fede(x)':inlsb;drret and thus assumes an adde
get

i ittee.
State ports visited and inspected by Committe
i ts in mind we now have to sarvey t}{le og;r::zz

e thesetf)?x(l}qsrevenue of the ,I’nflxan S‘catefc W ;t thl(;e prene
to 01 gnq‘the (:tlsined existing rights ~ In rSiscli)’fgd gnd inspected
'tl‘ol thé‘.lrb c agceittaee deputed for the purpose 8

1¢ Sub-Comm - v .
the following States’ ports :

Trivandrum } ) .. Travancore State
glullelggey Government of

i .. " N Madras and
Cochin Cochin  State

Bhavnagar State

ar = - T unagadh  State
glelli‘la‘xglg . ‘} e (with Mangrol)
Mangrol . .. Porbandar State
Porbandar - .. Baroda State
](3) k(;‘.a - .. Nawanagar State

e l [} P

Rozi } . .. DMorvi State
:&2‘;}3}1}1 ! } . .. Cuteh State
Kandla

tatives of Cambay, at Bombay ;
¥ rem:tserf{ajkot. in respect of Jafarabad

Qavantwadi at Sangli.

They also interviewed the
the representatives of Janijira, ;
port : and the representatives o
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250. 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 coiprising certain States which, though not maritime,
have privileges or claims in respect of sea customs. We proceed to
deal with thase four groups in the above order.

(1) Travancore and Cochin.

251. The Indian coast-line within the territory of Travancore and
.Cochin States has a definitely tropical character and possesses
.geveral distinetive features. Along the sea-board there hag appeared,
from the inter-action of factors still impertfectly 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 ercsion on the sea frontage. This has been artificially
checked at Vypeen Island, lying to the north of Cochin harbour,
where it might otherwise have seriously affected that harbour.
There is another, perhaps unique, feature, viz., the presence of an
.oiiy substance, apparently vegetable in origin, which during the
rainy season is, by some syphonic action due to the pressure of
river water accumulated in the lagoon, discharged into the sea,
where it has the effect of reducing wave action and thus makes it

practicable for’ vessels to anchor, discharge, and load in open road-

stead even during the monsoon. Alleppey in particular derives
.advantages from this peculiar natural phenomenon.

TRAVANCORE.

253. The ports of Travancore State—Colachel, Trivandrum,
Quilon and Alleppey-—are all open roadsteads. Colachel and
Trivandrum are merely beach ports with no faecilities and a trifling
trade. Quilon is served hy a jetty and does a considerable import
trade, mainly in non-dutiable commodities such as rice and paddy.
Alleppey is Travancore’s most important port and some 436 steamers
anchored in its roadstead in 1930-31. It is supplied with a con-
veniently  constructed jetty, godowns for merchandise, and gome
other necessary equipment of a busy port. It has no rail connections
but 18 linked with the great system of inland waterways glreads
referred to and conduets a substantial import and export trade
‘local in character,

264. None of the Travancore ports seriously competes or ig likely
to compete with British Indian ports and they may be regarded as
-serving the needs of the population of Travancore alone.
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CocHIN,

255. The port of Cochin is in an entirely diffevent class in that it
pusscsses a harbour in the true sense. At Cochin the waters of
the lagnon from the northern and southern directions join in the
liathony, where there is deep scour due in part to _the meeting
of the tidal and fresh water and in part to the junction of't.he f}WO
streams of fresh water. This scour is of importance as facilitating
the onening out, by dredging, of the channel to the deep sea and
th? keeping open of this dredged channel. Acecss to the sea for
vessels of deep draught once secured, the lagoon provides an
extensive and completely protected natural harbour. The bottom
of this harhonr consists of soil readily moved by suction dredger and
suitable fo; the formation of reclamation areas.

256. The port of Cochin is a British Indian and not an Indian
State  port ; but it is a fragment of British India standing In
absolute isolation and its development is dependent upon the
Co-operation of the neighbouring State of Cochin.

257, The Portuguese established a settlement at the harbOU:r
lwouth in 1502. The Dutch took it from them in 1663, and held it
Uadisputed till 1759, when the Dutch power had begun to decline.

he Zamorin of Calicut invaded the settlement but was expelleq
With the aid of Travancore ; and between 1776 and 1791 Haidar Ali
and Tipu Sultan asserted their suzerainty over Cochin. Thereafter
1t was suhjected to attack by various Indian rulers but finally fell
fo the East India (‘ompany in 1791, since when it has remained a
British possession. It is a tiny, though very populous, settlement
(.'Overjng Only one square mile of land ; but that land includes
both sides of the harbour entrance, and an important part of the
4goon comprising the harbour is also British. It is administered by

¢ Government of Madras, of which Presidency it foms a Dpart,
and its customs house is controlled by British Indian officials.

. 258. 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 hgu:bour,
and it ig small wonder that for at least 50 years the pOSS‘lblhtleS of
Cochin have heen closely investigated. But it was not till recent
times that the development of suction dredging reduced the.problem
t0 an economic proposition. In 1920 a resident harbour englneer
}"'HS ilppoint(\d and from that date development of the .harbours
lacilities las gone steadily forward with the full co-operation of the
State of Cochin.
258, The magjor works so far completed comprise : —
(@) 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 SOl_l d;edged in the
ha{‘bour, the larger of which will provide the site for the harbour
bmldings and wharves ;

(d) the laying of suitable moorings inside ﬂfe. harbour, at
which vessels can lie in safety, and the provision of port
LaSOSEC(WPO) a
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cquipment and facilities, such as an excellent pipe line suction
dredger, launches, survey vessels, oil and water supply, ete.

260. Rut the port development has not yet Qntered upon its final
stage, which willpmake 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 prineipal requirements of a well developed
Larbour for ocean-going ships, providing the long sea-board of
south-west India with facilities long needed.

961. The present trade of Cochin port is pripcipally a.trade in
foodstuffs. Its imports supply a dense popula'c.lonZ .Coch.m State
containing 11 million and Travancore over 5 millions of people,
while its exports are drawn from the products of a highly fertile
goil. Over 500 ships now call within the year. The imports com-
prise some 400,000 tons of cargo per annum, mostly rice and paddy,
kerosene and petrol from Burma, sugar from Java, and grain from
Bombay and Karachi, while its exports have a volume of about
100,000 tons per annum, the chief items being cocoanut produets,
pepper, tea, and tiles. All this traffic, both import and export, is
handled at moorings, the goods being boated to and from British
Cochin and Ernakulam, the present rail-head, whieh is situated in
(Cochin State on the mainland shore of the harbour.

262. We have given, as a necessary preliminary, a general
description of Cochin port and its development, and we proceed to
survey the ‘‘ ascertained existing rights’’ in the customs revenue
of the port possessed by the two States of Travancore and Cochin.
These rights are governed by the Inter-portal Trade Convention
of 1865 and the Four-Party Agreement of 1925. The acquisition
hy the two States under these Agreements of an interest in the
customs revenue of the port was, as will be seen, the result of an
exchange of valuable considerations.

Inter-portal Convention of 1866 and Port Agreement of 1925

263. The Convention of 1865 provided that . —

(1) No duties should be levied either by the Government of
India or by the two States on goods produced or manufactured
m British India on their import, whether by sea or by land,
into Cochin and Travancore territories, excepting tobaceo,
salt, opium and spirits.

(i) No duty should be levied by the Government of India
on goods produced or manufactured in the two States on their
import into British Indian territory, whether by sea or by land.
excepting salt, opium and spirits.

(111) Free trade should be established between Cochin State
and the State of Travancore. :

(iv) The two States should adopt the British Indian tariff
and rates of import duty on all foreign goods imported into
them, tobacco being exeepted on import into Travancore.
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(v) Foreign goods which had already paid duty on import to
British India or to either of the two States should be allowed
1o pass free in the event of their transport from either of thege
territories to the other.

(vi) Cochin State should adopt the British Indian rates of
export duty on articles exported to foreign countries, pepper
being excepted.

(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.

(viii) The two States should adopt the British Indian tariff
veluations 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
customns 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,

. 265. Under the Port Agreement of 1925 the two States entered

" into certain finameial 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
be.en_ 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-
ent of Madras and the States of Cochin and Travancore,
Wwith the implied understanding that the Government of India would
be sabstituted for the Government of Madras if and when Cochin, as
& major port, passed under the charge of the former. It was further
42reed that the customs revenue collected on imports only at the

ravancore ports of Quilon and Alleppey should be pooled, for the
PUrpose of arriving at the three-party division, with the customs
collqetlons made at the port of Cochin. The new allocation of customs
Teceipty contemplated in the Agreement of 1925 has now come into
effect as from 1st April, 1931,

Claim of Travancore under Convention of 1865,

266, Under the 1925 Agreement, the ‘‘ ascertained oxisting rights’’
%6th of Cochin and of Travancore are clear, though the valuation
of them is complicgated by the somewhat indefinite finaneial commit-
Bicnts of the two States in respect of the development of the harb9ur.

Question has, however, arisen as to the scope of the right acquired

¥ Travancore under the Inter-portal Convention of 1865 to com-
Densation for the loss of revenue involved in the acceptance by the
tate of certain provisions in the Convention,
L8s9sEC(WOP) a2
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967. It will be seen from the terms of the Convention which have
already been set out that Travancore surrendered the right to levy
duties on’ goods produced or manutactured in British India or on
goods which had already paid duty in British India, subject to cer-
tain exeeptions not here relevant, retaining ouly the right to levy
duties on goods imported direetly from abroad. By this surrender
{Qesivned 10 promoie wreater fresdom of frade beiween the State and
British India) of the right to levy duties on all goods other than
those directly imported from abroad, Travancore gave up a certain
amount of revenue which had therefore accrued to it, and endeavour-
ed in the course of the negotiations to secure from the Government of
India some compensation for this loss. The form in which the claim
for compensation was finally put forward appears in a Memorandum
submitted by the Dewan on the 3rd November, 1864, and deseribed
by him as a ‘‘ Memorandum of the terms of the proposed Commereial
Treaty between British India and Travancore.”” The material
clause of the Memorandum is as follows :—

““ mhe British Government to protect Travancore against loss
of import duty on foreign goods imported through British-
Indian ports, till Travancore ports obtain direct trade and the
said Joss disappears. This protection to be granted to
Travancore . . to the extent of the amount by which the
collections of import duty on foreign goods which may hereafter
be direetly imported into Travancore under the terms of the
proposed Treaty fall short of the amount of the same duty oo
all Yoreign goods directly and indirectly imported into Travan-
core in an average year, it being understood that British Indiap
valuations and rates of duty should be used in ealeulating these

duties.”’

968. This Memorandum, with earlier correspondence hetween
himself and the Dewan, was forwarded five days later by the Resident
to the Government of Madras, with a covering letter setting out
figures which, he observed, would enable an approximate ecaleulation
to be made of the amount of compensation for which the Government
of India would become liable under the proposed arrangement. The
Resident pointed out that as the trade of Travancore was steadily
advaneing, it was not suitable to go far back to ‘‘ form an average
of its prospective state,”’ and he was of opinion that the last two
years might be taken as a fair and proper standard. These showed
that the average import duty on foreign produce had bheen Rs. 52,218
on the basis of the British Tndian tarff and valuation (whieh it was
thought more equitable to take) and that the deficiency arising from
the loss of duty on goods directly imported, whieh it was now

proposed  should be made up by the Government of India, would
be approximately Rs. 40.000.

269, The  Government of Madras, on 16th  February, 1865,
congidered 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

' foieign goods, Travancore had agreed to levy the British Indian
rztes of import duty, excepting from thig rule cotton and metals
which were to pay 10 per cent., and including in the category of
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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 inake, 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 he the probable
loss, viz., Rs, 40,000. This recommendation was- forwarded to the
Government of India on the sume day in a despatch which
l'ecel‘mnended the acceptance of the proposals finally put forward
by Travaneore, and added ‘‘ the guarantee will amount to Rs. 40,000
at present and will be gradually reduced as the direct trade of
Travancore increases.”’

270. The Government of India, on 8th April, 1865, signified their
aceeptance of the recommendations of the Governm,entbof Madras
and the latter Government, on 25th April, requested the Residené
to report without delay whether the Travancore (Government agreed
to the arrangement which had been finally proposed by the Got\’rern-
ment of Madras in their Proceedings of 16th February to which
reference is made above. On J1th May, 1865, thé Resident
acknowledged the receipt of the letter from the Government of
Madras and informed them that the Travancore Government had
now econveyed to him their consent to the arrangement proposed
A Notification was zccordingly pnblished making the (“,onventi()n.
effective as from 1st July following. '

271. We have set out the facts relating to the final conclusion of
the Convention of 1865 in some detail, in order that the conrse  of
events may be clearly followed. The Dewan, in his final Memorandum
of 3rd November, 1864, asked for compensation to *‘ the extent of
rhe_ amount by which the collections of import duty on foreien oodds
which may hereafter be directly imported into Travaneore deel:
the terms of the proposed Treaty, fall short of the amount of the
$ame duly on all foreign goods directly and indirectly imported into
Travancore in an average wear,”” and the Government of India. on
the recommendation of the Government of Madras, accepted ’this
Proposal by quantifying the loss at Rs. 40,000, in accordance with
the figures supplied by the Resident, and fixed that sum as the
maximum limit of the compensation in any one vear for which
t‘hcy (the Government of India) were willing to accept lability for
the compensation to be paid. " )

272, T_hat this is the true interpretation of the agreement between
the Darties we can scarcely doubt, and we are glad to find our view
cmx{nr}ned by a paragraph which has regularly appeared vear b
Year in the Travancore Administration Report. In the Reimrt fo¥
1930-31, it runs as follows — |

.' 63. Under the Inter-portal Trade Conventio i
A ol : > L n entered
with the British Government in 1865, Travancore does nf)’r l]élg
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duty on imported goods, with certain exceptions, produced
or manufactured in British India or in the Cochin State, or on
goods which have already paid import duty in Cochin or British
India. But Travancore levies duty on articles imported direct
from abroad. The average amount of customs collected at
the time of the Inter-portal Convention was Rs. 53,218, of wl_uch .
Rs. 13,218 represented the amount of import duty then realised
at the Travancore seaports, and the British Government
guaranteed the State a total import revenue to this extent by
undertaking to make good any defieit up to Rs, 40,000 a year.
In other words, when the Travancore sea customs collections
(on imports from foreign countries, excluding goods imported
by sea for the use of the Travancore Goverpment) are less than
Rs. 13,218, the British Government pay to Travancore
Rs. 40,000 ; but if, in any year, the collections exceed Rs. 13,218,
the excess amount realised is deducted from the sum of
Rs. 40,000, and the balance alone is payable to Travancore. No
amount was payable during the year under report by the
British Government under the Inter-portal Trade Convention.”’

273. In our opinion, therefore, the ‘‘ascertained existing rights’’ of
Travancore under the 1865 Convention include a right to receive
compensation in the circumstances mentioned up to a maximum
of Iis. 40,000 in any year. The Travancore Darbar have, however,
now claimed that ‘‘ it is only just and proper that the compensation
amount should be so adjusted as to correspond with present con-
ditions and carry out the intention of the Convention to compensate
Travancore for the loss actually incurred by her.”” They estimate
the amount of duty payable on foreign goods now annually imported
into the State, and mainly taxed at British Indian ports, to be no
less than 57 lakhs of rupees, and we were informed by them that
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 cloce bearing
upon the matters remitted to us.

274, We cannot agree that this elaim 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 1863,
and in these circumstances we eannot tregard the rights claimed
b_yhtthPNDarbar under that interpretation as ** gscertained existing
rights.

Value of existing rights of Tra‘;ancore and Cochin under Agreement
of 1925,

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

ALLEPPEY,
Value of Trade (Rs. lakhs).
Imports. Exports, Total
1926-27 .. 116.3 407.3 523.6
1927-28 .. 187.0 387.6 574.6
1928-29 o 1911 4231 614.2
1929-30 .. 187.5 406.7 594.2
1930-31 .. 95.3 338.1 4334
Duties collected (Rs. lakhs).
Imports. Ezxports. Mise, Total.
192627 .. 1.29 11.92 04 13.26
1927.28 .. 2.09 9.16 05 11.30
1928-29 .. 1.16 1048 .05 11.70
1929-30 .. 2.84 10.2 .06 13.11
1930-31 .. 2.85 11.35 .05 14.26
QUILON.
Value of Trade (Rs.).
Imports. Ezports.
Dutigble.  Non-dutiable. Dutiable. Non-dutiable.
192627 .. 3,354 12,40,538 8,059 76,498
1927.28 .. 506 7,68,277 5,081 62,847
1928-29 .. 2437 22,35,384 11,228 77,664
1929-30 .. 3,554 19,57,036 8,294 38,169
1930-31 .. 6,245 19,01,018 2,398 51,398
Duties Collected (Bs.).
Imports. Ezxports. Misc.
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
A)leppey and the duties collected upon it as exemplifying the very
bigh value, even under the depressed econditions now prevailing, of
the commodities produced in Travancore. The trade figures for
Quilon are interesting ag demonstrating the heavy import traffie
In non-dutisble commodities conducted there, though the port’s
contribution to the receipis 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. 8 lakhs.
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Port or CocHiIN,
276. In respect of the port of Cochin, the fgllowing figures give the
overseas trade and customs revenue for the quinquennium, 1926-27
to 1930-31 - —

Rs. lakhs.
Net Customs

Imports. Fxports. Revenue.
1926-27 .. 5,57.36 5,14.18 18.25
1927-28 .. 6,46.36 5,86.64 30.62
1928-29 .. 5,56.57 5,74.27 28.66
1929-30 .. 5,84.76 5,30.84 31.56
1930-31 .. 5,41.68 4,83.58 34.78

277. Tt will be noted that there has been a marked inerease in the
customs revenue during the last four of these years, though not in
the value of the port’s total trade. This increase is chiefly attributable
to sugar, which alone produced Rs. 18.32 lakhs in 1930-31 (more
than one-half of the total collection), a result which is partly
attributable to inereased 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 ewt. in Mareh, 1930, to Rs. 9-1-0, as from September,
1931. 1If 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 amhit
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 :—-
(¢) whether the development of the port of Cochin with its
intended improved railway connections will be fully completed
within a reasonable time ;

{b) the future course of trade, and particularly of the trade in
those commodities in which the two States are chiefly interested,
e, the markets for their eXports and the prices ruling for
their prineipal imports ;

(¢) the fiscal policy of India with its reaction on sueh 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.
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280. It 1s obviously beyond the competence of this or any Com-
mittee 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, wiz., 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

+ Cachin 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
assume that a total debit on capital account of Rs. 1% crores may be
expected hefore the port development is finally completed. It will
be seen that, of the expenditure already incurred, a substantial
portion has been provided by the State of Cochin in the form of a
grant-in-aid, and the arrangement contemplated when tl.le 1925
Agreement was concluded was that the contributions of Travancoré
and Cochin towards the further Rs. 90 lakhs of capital required shounld
be provided in the same form. If we take the present trade of the
port as in the neighbourhood of Rs. 10 crores and assume an increase
of five per cent. per annum arising from the further development of
the port, we have by the year 1935-36 a trade of approximately
Rs. 12 erores and, assuming a pro rete inerease in the customs
revenue, a figure of Rs. 46 lakhs, or an increase in customs revenue
of approximately Rs. 8 lakhs, a handsome return on the additional
capital to be spent. But a note of warning is called for both as
regards these possibly optimistic assumptions and also as regards the
Perpetuation or extension of the present method of financing the port.

281. As to the former, we have to bear in mind the dense population
already existing in both States, the absence of any indication of
industrial development, and the competition of other ports. All
these must be considered in addition to the external factors which
we have already mentioned. As against these it is true that Cochin
has great natural advantages and that these have been developed
wisely and suceessfully : also that the improved railway connections
now being effected and others in contemplation, together with the
additional improvements actually included in the next stage of
development, may have far-reaching effects on the future of the port.

282. As to the latter, the date should not be far distant when the
Port authorities can be called upon to frame a budget drawn on
strietly commercial lines, and to provide in it for interest and sinking
fund eharges on their eapital expenditure. At present their several
funds—ILanding and Shipping Fund, Port Fund and Pilotage
Fund-—gre all maintained on a cash basis, with aggregate balanceg
as at March, 1931, of some Rs, 11 lakhs ; but a complete system
of accountancy would require a balance sheet and a revenue account
Providing for interest and sinking fund charges on the eapital, the
objective being, of course, to make the port a wholly self-supporting

undertaking.

283. In our opinion, the port of Cochin—as the only port ( excluding
Portuguese Goa) between Bombay and Colombo which affords safe



98

anchorage and real harbour faeilities to large ships at all seasons of
the year and which, when fully developed, will afford all the
facilities of a modern port—is of great present value and must in
the future be of even greater value to an Indian Federation, in
whose undivided possession, unhampered by any obligations to
third parties, it clearly ought to be.

(2) The Kathiawar States.

284. The peninsula of Kathiawar is wholly in Indian State
territory. On its landward 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 Cuteh, and
on the west by the open sea. 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 creeks 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 constrie-
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 suceessfully 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 area served by this system is very considerable.

286. The extent to which the States have availed themselves of
their opportunities to levy and retain sea customs duties at their
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 respeet of these before proceeding
to describe the eircumstances and trade of each port in detail.

287, For 80 years or more the Government of India had been
exercised over the guestion of reconciling their policy of free
trade between the States of Kathiawar and British India with
their desire to protect the revenues derived from customs duties
on imports from overseas. Before railways were developed in
Kathiawar the existence of ports in the States did not seriously
affe?t the fiseal interests of the Government of India, and by a
Notification issued in 1865 that Government declared the various
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ports in the territories of Baroda and Bhavnagar to be British
ports for the purpose of certain sections of the Sea Customs
Act. The effect of this declaration was to put these ports
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, ete., .
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 pf dutlabl.e
goods. The Act gave power to the Governor-General in Couneil
to prohibit transhipment to any specified ports and in pursuance
of this power a Notification was issued on 7th May, 1879, prohlbltl_ng
transhipment to all Kathiawar ports, exeept Bhavnagar which
had certain privileges by Treaty. Transhipment to non-pro-
hibited areas could always be refused under the new Aect at the
discretion of the Collector and this discretion appears to have been
exercised from time fo 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 qf In(.iia’s _ﬁgcal
interests was a matter of minor importance. After its reimposition,
the Kathiawar sea-hoard began to be linked up by rail with ?he
British Indian railway system and the danger of compet1§1o’n
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 Gf)vpg‘nmgnt
of India that it should take over the customs admlmst‘ratlon
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 erossing it into British India.

289. The Viramgam Line was naturally unpopulal_‘ with the Statqs,
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.
taneo’usly at ports in Britich India by the Indian Tariff Act,

1894, and any other Act preseribing imposts on the impor
or export of merchandise, 2.9, the Tea Cess Act ;

(ii) 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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(1ii) that they would undertake to enforce the tests and
regulations which are enforced at British Indian ports in
accordance with the Indian Merchandise Marks Aet 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 respeet of which a prohibition against
import into British Tndia is issued under competent authority :

(v) that the existing arrangements as regards salt, opium,
spirits and other exciseable articles would not be disturbed ;

(vi) that the Darbars would maintain aceurate statisties
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 eonditions, 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 artieles 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 he 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 Couneil
would be prepared to guarantee that it wonld not be exereised 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
int;,ergsts.,. the Government of Tndia would retain the power to take
)aﬁl'y-‘measure necessary to protect those interests. The smuggling
‘of hirms was especially a matter of concern to the Government and
“it-was hoped that the Darbars would recognise the need of securing
@ rigid adherence to eondition (iv) of the agreement. It was also
tq be clearly understood ' that if at any timeg in the future, by the
creation of »a port capable of accommodating large vessels or
otherwise, the fiscal interests involved beeame very important, the
Goxje}'pment of India would reserve the right to reconsider the
position.generally, =

291. The ‘ahove-fuentioned terms were accepted by the maritime
States concerned, though His Highness the Jam Sahib of Nawanagar

asked for further information as to the meaning of the expression
'
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““ if at any time in the future . « the fiscal interests mvolved
become very important,”’ since he was anxious to secure that his
acceptance of the conditions should not mtEI:fere with a heglth’}:
development of our resonrces to the extent of their natural eapacity.
He received a reply to the effect that the Government of India 'had
no intention of imposing conditions which would have that effect,
and thig letter has since given rise to a controversy between the
Jam Sahib and the Government of India. This eontroversy is now

* sub judicc and we therefore make no further reference to it
except to point out that the Jam Sahib’s rights are at tlui moment
undefined. The cordon was withdrawn m 1917, and on 15th June,
1918, the prohibition on frec transhipment was modified so as to
allow of it in the case of wzoods carried by steamer (hvut. pot.by
sailing vessel) from Bombay or Karachi. Further, the Notification
of 1865 in resyect of Baroda, Bhavnmagar and Cambay ports was
supplemented by a Notification, dated 22nd December, 1917,
directing that the ports of Junagadh, Porbandar, Jamnagar and
Morvi should be treated for the purpose of the levy of customs
duties in the same way as British Indian ports.

Development of Kathiawar Trade after abolition of Viramgam line.

292. The existence of war conditions prevented any immediate
developments as a result of the removal of the Viramgam line, and
it was not until 1923 that attention was called to the fact that
matehes, sugar and silk were being trar}shipped in large quantities
at Bombay to Kathiawar, and were coming })ack by land tp various
parts of British India where they were being sold at prices with
which goods imported vig Bombay ecould not possibly compete.
It was ascertained that most of the trade was passing through
Bedi Bandar (Jamnagar) in Nawanagar State, and the Bombay
Government in September, 1923, authorised the Collectors of Boml?ay
and Karachi to refuse free transhipment to that port. A warning
was also issued by the Bombay Government to the Darbars of
Porbandar and Morvi, and the Bhavnagar Council of Administration
was asked for an explanation in connection with certain allegations
which had been made against them. The Bombay Government
considered that drastic steps were not yet necessary and they
undertook to watch developments, Teserving INed oyl
until the necessity for them should arise. A
Protested vigorously against the prohipg
ment to his Jamnagar port. Acting on
Government, the Government of Indiage
the embargo against Nawanagar, but
ineregge rapidly in number and in YOLUj
g0ods wero gleo being transhipped to
angd Aden.

The Mount Abu Conference and reimpo
- in 1927.

293. In the meantime new factors had ariI®{g Th
in Baroda territory had been improved 50 as to DY iudes
tion for large ocean-going vessels and the facilities offered at Bedi
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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 Europe. 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 Ageney were
mvited to attend either in person or by plenipotentiaries. The
objects of the conference were :—

(1) to find a new arrangement under which the fiseal 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
were given full powers to arrive at a settlement that would
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 cireulated
to the States concerned as a basis for discussion. The first two
paragraphs of the memorandum ran as follows :—

*“ (1) The Government of India propose that, as an 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 direet or by transhipment, should be handed over to
Customs Officers appointed by and responsible to the Govern-
ment of India, who will collect customs duties at British Indian
rates, the proceeds being credited to eentral revenues in return
for an assignment to each State (see below), the remaining ports
being eclosed to such traffic. The Government of India have
bhowever authorised their representatives to consider modifieq-
tions of such an arrangement,

““ {(2) Tn arriving at a settlement, it will be borne in ming that
the logical alternative to the re-imposition of the land cnstoms
line iz an arrangement that would limit the aggregate of the
States’ shares in the customs collections to the amount levigble
on goods consumed in Kathiawar States. In view, however.
of the opportunities that were given to the Stateg in 1917
and of the extent to which the States have taken advantage
of those opportunities, the Government of India are unwilling
to insist upon a striet application of the prineiple stated above.
Their offer to those States that will aecept the arrangement
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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 colleeted
by each State in any year up to and ineluding 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). Theye terms are suggested in the

. event of States feeling themselves 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 conterence, 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,
n return for a fixed assignment in the form of a guaranteed annual
bPayment. 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 :—

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

(b) uniformity in customs administration ;
(¢) police preventive work ; and

(d) the allocation of customs revenue.

297, As regards (¢), the case for uniformity was based on
Article 7 of the Geneva Statute on the International Regime
of Maritime Ports. The importance of the Statute to the foreign
trade of Tndia was readily recognised and the neeessity for uniformity

Was not disputed.

298. As regards (b). it was explained that a uniform tariff wonld
be meaningless if it were interpreted differently in different ports,
and that the employment of British Indian customs officers gt
State ports was necessary for purposes other th.an the proteetion
of the financial interests of the Government of India. Here reference:
was made to the growth of foreign trade and consequent need for
uniformity in four important matters, wiz—the interpretation
of the tariff, appraisement, the application of the law of Merchandige-
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Marks, and the enforcement of prohibitions and restrictions
on import and export,

299. It had been found in British Indian ports that uniformity of
administration eould only be maintained by constant supervision and
inspection, and it would therefore be a necessary condition of a
customs agreement with the Kathiawar States that a similar uniform-
ity should be maintained to the satisfaction of the Government of
India at the State ports where there was foreign trade. After much
discussion there appeared to be a general inclination to aceept
the necessity for uniformity of administration and to agree pro-
visionally to an arrangement whereby officers of the British Indian
customs service would be lent to the States for employment at
those ports where there was foreign trade, and the States would
periodically request the Government of India to lend the services
of a competent officer, with an adequate staff, for inspection and
audit.

300. As regards (c), the States recognised the importance to them-
selves and to India generally of efficient police supervision at ports
which were in direct communication with foreign countries, and
they were willing to co-operate in any measures that might be found
necessary for this purpose. Without reflecting on the competence
of their own officers, they were not disposed to dispute the necessity
of special knowledge and experience. It was impressed on them
that the requirements of the Government of India were that the
States should employ such number of lent officers as might be
the minimum essential, and should agree to the inspection of police

arrangements by an officer appointed under the orders of the
Government of India.

301. From the attitude of the States there was no reason to
expect that there would be serious diffieulty in arriving at an
agreement on this basis. It appeared, however, that negotiations
would be easier if these matters were diseussed independently of the
Agreement of 1917,

302. With regard to (d), the details of a financial settlement were
discussed separately with each State. The instruetions to the
Government of Tndia’s representatives at the conference were that
the maximum assignment for each State should be the highest
amount of eustoms revenue collected in any year up to and including
1925-26, plux an allowance, where necessary. in consideration of
eapital expenditure ineurred from 1917 up to date on the development
of porfs and railways serving the ports. Customs collections above

?ndftmount so fived should be handed over to the Government of
nag.

303. On the ground that a port was a publie utility work, and
having recard 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
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suggested, but not pressed. On this basis, therefore, it was calenlated
that the maximum assignment in the case of each State would be :—

Bs. lokhs,
Allowance for capital
expenditure.
Highest amount
. . of customse Maximum
State. revenue upto | Totalex- | Allowance per-
and including penditure at missible,
1925-26. from 1917 | 6 per cent.
to date.
Baroda .. .. .. 65 39 3-9
Junagadh 8-4 28 1-7 10-1
Mangrol .. .. 1-5 .. .. 1-5
Nawanagar .. 29-7 70 4-2 33-9
Porbandar 9:7 .. . 9.7
Morvi 1-8 1-8
Total .. 51-1 163 9-8 60-9

304. 1t was evident, 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 each State caleulated on the maximum permissible
for Nawanagar. But they endeavoured to make a rough estimate
which would provide for the normal increase of customs revenue
following on the legitimate growth of traffic, with due regard to the
batural 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 .. e .. - 6

84

——

305. a relatively high maximum tor Baroda ceemed necessary in
view of the. extensive and populons territories of the State in other
than its Kathiawar possessions, and of its claim to eustoms revenue
on goods supplied to its own territories through its own port.

- 806, All States other than Nawanagar objected to the proposal

" that payments to each State should be stabilised on the basig of

existing customs receipts, at a time when Bedi Bandar had developed
Ls89SEC(WOP) =
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so greatly in advance of other Kathiawar ports. They wurged
that it should not be assumed that their natural capacity for develop-
ment was less than that of Bedi Bundar. Whatever figuie 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 agrec
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

{rontier ;

(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 respeet of goods other than
agricultural produce has been introduced, while agricultural

! produce is specifically exempted ;

(iii) bond fide passengers are allowed to import with them
their personal and household effects free of duty, and each boud
fide passenger is permitted to import free of duty a quantity
of merchandise on which the total duty does not exceed Rs. 10.

-308. The States concerned have accepted an arrangement by which
their merchants enjoy the advantage of passing their goods over

the land customs frontier without paying duty there and with the

minimum of examination. The States have also agreed to refund

to the Government of India the duty collected by them at British

Indian rates on such goods as are loaded at the ports for passage
beyond the land customs frontier. Certificates are issued by Darbars
to cover consignments despatched by rail from their ports to British
India, and these certificates form the basis for the recovery of duty
from the States by the Government of India. It is claimed by the
Government of India that, as a result of these arrangements, the
passage of travellers and goods is not impeded by the imposition of
the Viramgam Line in such a manner as to interfere with the natural
development of the Kathiawar ports, and indeed it is a fact that the
growth of trade has been continuous since the re-imposition of the

line.
Protosts of States and reply of Government of India,

809. In 1927-28 the States of Baroda, Nawanagar, Junagadh,
Morvi, and Porbandar submitted memorials to ﬁe

of India against the decision terminating the Agreement of 1917.
The main arguments adduced by them were that they had abided

Government

.
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loyally by the terms of tne 1917 Agreement, that they had zealously
avoided all malpractices, and that it was untair that the Government
pf India should re-impose the Viramgam line. Orders were issued
In September, 1929, rejecting these memorials. Subject to a quali-
fication referred to below, the Government of India stated that the
existing regime would be maintained at the land frontier in respect
of goods imported from Baroda (Okha) and Nawanagar, since trade
.in foreign goods through the ports of these territories had reached
the stage at which very important fiscal interests were involved.
It recognised, however, that trade in foreign goods through the
ports of Junagadh, Porbandar, Morvi and Janjira States had not
yet passed beyond the stage at which the institution of arrangements
for keeping a record of trade passing into British India, in order to
see when the limit of important fiscal interests is reached, became
essential. In these cases all that was required for the present was
o secure registration of goods passing through its frontier after
having been imported at the ports of these States. The Government
of India accordingly decided to refund all the amounts of customs
duty recovered from them under the certificate system and to refrain
from submitting claims under that system in future, unless and until
the traffic in foreign goods through any of these States so developed
88 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 each of them of an amount equal to the highest
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. It was 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 ‘¢ very 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 onee
the limit of Rs. 2 lakhs had been in any year exceeded, this eon-
tession 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, ineurred heavy
eapital expenditure, the Government of India would consider &
claim from the State for some lump sum contribution towards the
excess cgpital expenditure. Any such claim would have to be
based upon the aetual expenditure mcurtec‘l. and would only he
admitted in so far as it related to expenditure that had proved
Uneconomiea]l ag & result of the arrangeéments made by the Govern-
ment of India in 1927 and the consequent frustration of expectations
which were felt when the expenditure Wwas ineurred. Thus hoth
the return which had already been enjoyed before July, 1927,
and galgo the return which the States continued and would
continne to enjoy from the expansion of the trade of their ports
within Kathiawar, would have to be taken into account.

Ls8sSEC(WOP) ¥
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The Viramgam Line and Trealy 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
British Indian customs wunion. Bhavnagar, however, had already
acquired, in respect of her principal port, rights of such importance
that the State now stands on a footing different from that of any other
Kathiawar State. Its ease therefore calls for separate exposition.

313. The earliest customs agreement with this State was concluded
in 1860 and. is of special interest in that it provides that the port
dues and customs at the port of Bhavnagar should be collected
by the Government of India and that two-fifths of the net customs
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
“ {wo-fifths of the net customs hereafter 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 was revised in 1866, when it was agreed
that customs and port dues at Bhavnagar would in future be
collected by the Darbar instead of by the Government of India.
The latter also abandoned its remaining right to two-fifths of the
customs collections on foreign 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 a British Port, so far as the
Thakore may desire.”” In 1865 the Bhavnagar ports were notified
as customs ports, and the Bhavnagar Darbar, in their memorandum
submitted to us, refer to this arrangement ag a ‘¢ solemn agreement
entered into with Government.”’

315. After the first establishment of the Viramgam line in 1904,
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 early as 1893. The Darbar based their
claims on their right, acquired by the agreements of 1860 and
1866, to *‘ the full benefits of a British Port.””” The Government of
India were of opinion that this assurance ‘‘ had reference solely
to the trade of Bhavnagar by sea’ and “‘as a matter of legal
construction *’  did not preclude the Government of India from
taxing, at its land frontier, goods imported vig Bhavnagar port.
The then Secretary of State, Lord Morley, was however unable
to agree with thig view and ruled that ‘¢ gg long as His Highness
fulfils his part of the agreement, it is not open to Government
to hinder or tax the land trade of Bhavnagar by the establishment
of a customs line.”” Thus Bhavnagar Port now occupies g position
unique among t_he ports of Indian States. But this ruline did not
apply to the minor ports in the State, in regard to which Lord
Morley held that the Government of India was not committed to
a formal agreement in consideration of value received. as in the
ease of Bhavnagar port itself. ’
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316. Before the question of reimposing the Viramgam line came
under consideration in 1927, the Government of India made &
Special reference to the Secretary of State about the minor ports
of Bhavnagar. It was desired, infer alia, to make it clear to the
Bhavnz_agar Darbar at the Abu Conference that the arrangements
made in 1863 regarding the minor ports ** do not, in the changed
circumstances, prevent us from reconsidering the position in regard

, to these ports and, in the last resort, imposing a customs barrier
against goods imported through them.’’ The Secretary of State
concurred in this view,

317. In the administrative arrangements made in connexion with
the reimposition of the Viramgam line, provision was made for all
8oods imported vid all Bhavnagar ports to be passed free into
3r1t1§h India, but the Government of India was most careful to
diseriminate between Bhavnagar port itself and the minor ports of
the State. It was made clear that what was a permanent right for
the former was nothing more than an administrative arrangement
foy the latter. The Bhavnagar Darbar did not fail to protest against
this diseriminatory attitude, and objected to the announcement
that ‘“ for the present ’’ no distinction will be made between the chief
port and the minor ports of Bhavnagar. They asked that the words
‘‘ for the present ’’ should be withdrawn. The Government of India
In reply requested the Agent to the Governor-General to explain to
the Darbar the distinction drawn by Lord Morley between the
Bhavnagar port and the minor ports and added that ‘‘ they might
at the same time be assured that the Government of India have no
Intention of modifying the arrangements regarding the minor ports
unless some unforeseen contingency which necessitates this action
arises,’” But the memorandum submitted to us by the Bhavnagar
Darbar cannot be said explicitly to recognise this distinetion which,
_though of minor significance at the present time, may become of vital
Importance in the not far distant future.

Physical characteristics and trade of the Kathiawar Ports.

318. Having now explained the ecircumstances governing the
_customs rights of the Kathiawar maritime States in respect of their
ports, we pass on to make brief reference to the conditions obtain-
ing at each of those ports, taken in the order of their geographical
position from the Gulf of Cambay to the Gulf of Cuteh,

BHAVNAGAR. |

319. Half-way up the Gulf of Cambay on its western side lie the
Port and town of Bhavnagar, the capital of the State of that name.

be Gulf is defined by low-lying banks of alluvial origin and is
characterised by a very great range of tide, attaining as much as
40 feet at Bhavnagar, which ig situated on a creck several miles
from the open waters of the Gulf. The port facilities comprise an
anchorage ejght miles or more from the port proper, between which
and large vessels at the anchorage goods are moved in lighters, while
the port itself ecan accommodate small coasting steamers which lie
on the mud at low tide. There is ample warechouse accommodation
and good direct railway communication with the whole of India.
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Inh1930-31, ) ocean-going stcamers and 3,710 coasting steamers and
other ergft called at the port. The volume of trade and amount
realised in customs duties at all Bhavnagar ports is as shown below :—

Customs

Value of Value of duties on

Imports. Exports, Imports.

(Rs. lakhs).

1926-27 ., .. 240.36 201.61 9.18
1927.28 . .. 300.33 288,36 19.32
192829 .. 349.55 26939 28.56
1929-30 .. . 216.47 200.40 39.39
1930-31 .. 239.99 147.61 31.05

In 1930-31 the value of sugar imports was Rs. 35.27 lakhs.

JAFARABAD.

320. Janjira State, situated on the seaboard 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-
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 duti i
. . ’ g €8, yhic
levied upon foreign trade only, is :— which are

Value of Value of Customs

Duties.

1930-31 .. Rs. 625803 Rs. 7,03,829 Rs. 45,947
VERAWAL.

322. The port of Verawal in Junagadh consist ‘
anchorage, with two masonry piers bnilt out ats gifg?ltgg(l)ldglzzagsti%g
shore, the large}', on the western side of the port, being a substantial
structure carrying a railway track.and crane, anc’l admci’tting 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
ete., ;md a scheme is on foot for completing a small’ harbou;
for lighters, ete,, which would cost some Rs. 40 lakhs, in sddition
to the Rs. 40 Iak.hs already spent on existing facilities. The ort
has direet connection with the oJ unagadh State Railway aﬁd a]thop h
goods are at present landed from ocean-going steamers in,.ﬂ']e ro:%-
stead by lighters, there are no special diffeulties in desling with
eommodities of_ ordinary size, these being manhandled acrois W':he
beach to the railway at moderate charges. The port is eloged ;'l‘uring
the monsoon. During the Jast two years there have been about 32
ocean-going and about 162 coasting steamers callipe In each year
'ﬂ.:e import traffie consists chiefly of sugar. rice cgtton seed ami
m1§ce}la{1leous manufactured goods, while the ’export traffic is

rInel i
:I:gric u})t?IrZI (;fr :(?;Eg.n’ ground nuts, bananas, onions, and other
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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 Custonis Value of

Forewgn Sugar Duties on Foreign

Linports, Imporis. Imports, Eaxports.

(Rs. lukhs.)

1926-27 .. 2747 11.16 5.62 1.07

192728 ..  23.09 7.19 5,01 3.08

192329 .. 28.02 14.06 8.66 30.02

1929-30 ..  25.56 10.75 9.93 22.24

1930-31 .. 2892 12.11 13.71 16.39
324. The marked increase in the value of exports in the years
nuts and

1928.31 is due to heavy shipments overseas of ground
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, there-
fore, 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 erosses 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, how-
ever, 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 eraft can lie at all states of the tide, but there is no railway
connexion and the warehouse accommodation and other port faci-
lities are on a meagre seale, (ghe port cannot be used during mon-
soon months. The inward traffic consists chiefly of sugar, rice, and
miscellaneous manufactured articles, and the outward traffic of
agricultural produce, which moves prineipally to Karachi and the
Pergian Gulf. There is a bi-weekly service of coasting steamers and,
in addition, 12 foreien-going vessels called in 193031, We were
informed that about Rs. 1.67 lakhs had been spent on harbour facilities
up to the present. and that the customs realised on imports during the

last five years had heen :e—
) Rs.
19926-27 .. v .. .. v ‘%2145248?
-‘) .. . s - . . . . - . 4
igggég T .. 33879
1929-30 . - ce . . 52119
193031 .. .. .. .. 118465

Here sugar s again the most important item, having provided. in
the yearglgs)().af Rs. 1.08.192, or all but Rs. 10,000 of the total

amount realised.
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326, If any of Mangrol’s traffic passes over the Viramgam Line,
which is very doubtful, its customs value is far below the maximum
limit of Rs. 2 lakhs, In any case it would, failing a contrary ruling,
be included in the total for Junagadh, to which State Mangrol 1s
politieally subordinate.

PORBANDAR.

327. The harbour of Porbandar 1s an open roadstead but with
coral reefs protecting the inner harbour, which consists of a tidal
ereek capable of receiving all small eraft 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 entrance to the inner harbour, though it seems
extremely unlikely that large ships would ever be able to take
advantage of these facilities. In 1930-31, 304 steamers called at
the port and a large number of dhows are registered here. There is
a considerable traffie, which includes passenger traffic, with East
Africa ; the imports comprige sugar, riee, 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 —
Customs duties

Imports. Exzports. on imporis.
(Rs. lakhs,)
192627 ., - .. 86.35 81.6 3.64
1927-28 .. .. - 8051 77.73 449
192829 .. .. .- 96,51 85.71 442
1929-30 .. ‘e .. 84.05 55.92 5.58
1930-31 78.61 48.42 9,06

328. The amount of eustoms 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.

OrnA.

329. Port Okha, situated in a detached portion of Baroda State far
distant from the Gaekwar’s main territories, is  wholly dissimildt
from all other Kathiawar ports. Tt is not, like them, an evolution,
from beginnings logt in antiquity, of the food-stuff trade which
they still ¢onduet. It i§ an entirely modern  eonteption, begun
8d completed with great enterprise, for the eXpress purpose of
degling with oeean-going trafic in commodities unconnected with
the trifling requirements of the seanty population of Okhamandal.
It Lies in a2 strategic position at the extreme north-west point of the
Kathiawar peninsula, readily aceessible to all steamers tradirg
along that coast. The harbour scheme has been well designed ; there
1s 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
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modation and railway connection are all excellent ; and tl}e‘
ﬁ!c}(’:?;;t of the administrative buildings and re_mden.tlal quarters ig
well conecived and executed. The port is available, even to k’LII‘Ee
ships, at all states of the tide and at all seasons of the year. ir%
disadvantages are that the approach channel from the sea dlsfr(:) r
eunitous and not devoid of risk, and that Okha is far remo\xfe ! from
the large centres of population, being 231 miles fromt a an
Junetion, through which railway centre its traffie mus pass{site g
* 1930-31, 34 ocean-going steamers and 214 coastmg fjjt_.et:mclrsgf e
the port. The total capital ¢xpenditure, up to 31st Ju 37 931, o
been Rs. 38.93 lakhs, From the administrative stan ?plolgtc ied
there i1s small room for criticism, thf: 'accou.nts being wel ?u%ent .
and well kept and the annual Administration Report an tf)ceState
and informative document. Ultimate!y it is hoped b'yo"led tate
authorities that this port will be financially self-supporting an

goal is kept in mind. . i
330. The following are the figures of imports and exports an
customs duties realised.

Customs

Value of Value of duties on

Imports. Exports. Imports.

(Rs. lakhs).
1926-27 . 29.79 .008 5.93
1927-28 .. .. 75.02 18.29 9.93
1928-29 93.94 29.23 11.7;
1929-30 . o 92.64 11.84 12.

1930-31 o 60.25 12.12 14.65

331. The prineipal items of import are china clay, db;gi,mtezzt:llg
ey, o e otion.” Sugar s responsble o more
on. {
:llllggro; Ofth‘ieigo g’ t;?iit:;ldcugzoms duties realised. The propc;rtlo:ll
of Okhxzte—trade passing the Viramgam Lmenl;s3 éu3g1h, having average
Rs. 10 lakhs for the two years 1929-30 and -31.

BepL
i i Nawanagar is Bedi Bundar,
incipal port in the State of
Sit?li?‘édﬁ;e tggnfnli)les pi’rnm the city of Jamnagar, at the head of 2

tidal creck some cight miles long, near the mouth of which is the

i els lie at anchor.

i in which ocean-going vessels 1
;‘oadateud calle;i R;‘Zg,iz;nBzd’i offers no port facilities in the genelfallgr
Or gteamers ol an ch vessels d()’ and alW&YS must,

accepted gense of the tefmL Sulf ip the uncertain waters of the

i3 : .t
gt amhor ik o el ol B o ol

shifting mud banks.

333. The tidal creek connecting the Gulf with Bedi contains but

. ; dredging could compete with the
little ‘water at low tide, and no dredg t has been done by the
Ty AE . is subject. What has be 0y
e o ot e present Raler, assised by competent advisers, is
o o o at the head of the creek & spacious basin equippe tions
mto chx;t:u fvta:ehousing accommodation and railway connec y
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cffering facilities to merchants for the etfective 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 ereck by well-cquipped tugs, as the state
of the tide permits, These lighters and tugs are so  constructed
as to lic without damage or nconvenience on the botiom of the
basin when the tide runs out. The total capital expenditure on
Bedi Bandar and the heach 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 vessei: 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 :—

Customs

Value of Value of duties on

Imports. Erports. Imports,

(PRs. lakhs).

1926-27 .. .. 244.2 36.69 78.9
1927-28 .. .. 215.2 69.5 58.1
1928-29 .. .. 256.9 143.2 79.3
1929-30 .. .. 278.6 99.4 98.1
1930-31 .. .. 241.7 713 155.8

335. Out of the customs duties realised, the amounts debited at
Viramgam and subsequently refunded have been Rs. 3449 lakhs
in 1927-28, Rs. 62.22 lakhs in 1928-29, Rs. 75.15 lakhs in 1929-30
(of which Rs. 71.63 lakhs 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
me;;hargdiselis gandled at Rozi. TIts landing stage, connected by
road and rail to Jamnagar, is used exclusivel :
traffic fo and from Cuteh. y for mails and passenger

NavLagnr,

, 336, The prineipal port of the State of Morvi is Navlakhi, which
is euriously situated on a spit of land in a tidal ereck witilin the
Little Gulf of Cutch. The lay-out of this port is somewhat cramped,
and large vessels ¢an only come within a mile or so of the port
when the_ tide is suitable, after negotiatine mnd banks at the entry
to the Liitle Gulf. However, as the port is not exposed, it ¢can be
kept open thronghout the year. There is fairlv extensive warehouse
accommodation and direct railway connexion with Morvi City, and
crane‘faelliﬁes are being provided, while there is no lack of tugs
and lighters to handle earco 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. TIn 1930-31 there
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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 Value of duties on

Imports. Exports. Imports.

(Rs. lakhs).

1926-27 .. 8.85 7.34 1.49
1927-28 .. 12.72 9.01 1.40
1928-29 . 25.91 20.52 241
1929-30 .. . .. 12.34 19.54 1.85
1930-31 .. . .. 43.34 13.03 1.63

Of the total customs collected, the amount regigtered at Viramgany
was Rs. .33 lakhs in the year 1930-31, out of which total sugar was

responsible for Rs. .21 Jakhs.

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

o now dealt with all the prineipal ports of Kathiawar,
bui)sg{lr“lriesth%;fe r?o means embraces all places on that long goast-llnsv
at which sea-borne goods are landed and shipped. In the trade atlll1 ]
customs figures given, we have, however, included :imderl e:
Principal port of each State the figures for the minor landing plac
within that State, so far as information was available to us.

i iv f the figures (1930-31)
338. The following table gives a summary 0 fig ~
for those féd:ates which are subject to the orders arising out of the
re-establishment of the Viramgam Line :—
Customs Amount
FV::giZfzf Value of duties on retained
Imports. Ezports. Imports. by State.

(Rs. Lakhs).

Janjira .. 625 7.03 45 45
(Jafarabad)
Junagadh .. 2892 16.39 13.71 1391
Mangrol . not available 1.18 118
Okhan .. .. 6025 1212 14.65 3.80
(Baroda).
Porbandar ,.  78.61 48,42 5.06 5.06
Nawanagar .. 24170 71.30 155.80 44.00
Morvi . . 4394 13.03 4.63 4.63

i i i ile the
i < given in the last column which, while the
igl:lsgatgebfiiggr;: nfaintained, are those to he considered as defining
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the ext : . .
Bhas,ﬁe‘gtr O(fnt-he t}mmunlty which the States, with the exception of
Mangrof is goye in 1930-31 from contribution to central revenues.
customs eollnot‘gmu'ped with Junagadh, for the reason that the
State. ' It Wﬁ‘i ?ns at Mangrol port are not received by Junagadh
into apylicat; ¢ noticed that the Viramgam refund system has come
Pplication in the cases of Nawanagar and Baroda only

339. As has already b
B ady been shown, the customs collections at
1;‘;&3?%; I?‘e entirely retained by )that State, They amﬁu,,tjd ?n
valuo. for th sé 51.05 lakbs, and it is that sum which represents the
pe ol gk year 8t any rate, of Bhavnagar's ** existing rights
customs revenue. of its 1mmunity from contribution to central

Ny 3;2 égglggnxllfk}iha::ggiarfc’lsutiqlports an% exports, valued in 1930-31
. , lng an estimate of

Isﬂéz;x;;gsrol, t?e total value of foreign trade passing thg)s{lgi Ilggt};;siavf::

States por sbm 1930-31 was about Rs. 1,020 lakhs, Bhavnagar and

faw agai etween them accounting for nearly 70 per eenatg of the

ports‘ n %h, ef(;nsxderat_)le though the trade of the Kathiawm: States

ports is, le figures given for.1930»31 only represent 2.94 ‘
oreign trade of all India in the same year % per cent:

341. The whole customs revenue of { i i i
ﬁgavlnzgggg) lf(]);r 1930-31 was Rs. 23%.?:3“}111:1312 pg?s t(llllll: 1\1,((1 1Eagl
e 126 L_a hs were recovered for central revenues at Othe
wir g]g ; 1;1e a;lr_xd Rs. 123.88 lakhs remained in possession of
the § es, of which about 41 per cent. represented the sh f

nagar and about 36 per cent. the portion retained by Na:ai:?gag

The Viramgam Line and future customs arrangements in Kathiawar

3132_11‘2(;1:2% x?t?-?l? i?ated the extent of the States’ immunity in 1930-
el Theu é(ést:o ce;tral revenue with the Viramggm Line in
. ates affected have wit i
Srong Pt s i eimpontion. s o e e
Indianp telnl-gtr:)r(})' eitscliitotir;s })farl.'ier b(itween themselvessgﬁge%ritti:h
selt 1rregular—indeed the jindi
() ; indisputable

843. We have referreq
_ to the ich His H;
Sahib has lodged with theo Scsrifzﬁ?lo?}gf:tgm Highness the Jam

for ug t ]
to consider, apart from this case, what the value of the

toms duties at their
fom It vorts at rates not less i
> acgceﬁzéeghfor Bl‘ltlsh. ?ndxan ports. So lo;:a:s tt}lllos%tfo:  Gecline
Pt the reimposition of the Viramgam Lineeas aﬁgxsalde:me
, the)

* Agreement of 1917 could be regar
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17 as still in force and will not take
advantage of any remission of restrictions by which they now hold
themselves to be bound. But, if the Viramgam Line of finally estab-
lished, 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 intemtion to attraet import trade by

cutting their tariff as soon as the restrietions imposed by the
ded as null and void, and it only
r all to follow suit.

regard the Agreement of 19

requires one State to initiate such a poliey fo
Already there are sufficient complications in Kathiawar arising
from the divided ownership of the railways which, within pres-
cribed limits, enables some maritime States to offer better terms to
import trade than others. If to this a tariff war is added, any
figures we might give as an estimation of customs rights, and of the
immunity from eontribution to central customs revenue could have

no value.

344. Kathiawar does not however consist only of the maritime
States we have mentioned, but includes also the inland States
of Dhrangadhra, Dhrol, Gondal, Limbdi, Palitana, Rajkot, Wan-
kaner, Wadhwan and many other States with a total population
of 1,439,000, as compared with the 1,695,000 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 non-maritime States above mentioned as well
as to their own territory. The duties which are ultimately borne
by the population of the non-maritime States thus pass into, and
are retaiped in, the coffers of the maritime States. The effect of
this i that the inland States, drawing, as they npaturally do, their
overseas imports from the nearest ports, are disabled under existing
arrangements from making any contribution to central customs
revenue, an invidious position for them to be compelled to oceupy
and one which, on the prineiples explained in our concluding
Chapter, involves a debit being raised against them as possessing a

full immunity in this respect.

t assume the retention of the Viramgam Line
under Federation and have no means of knowing whether such an
accommodation will be reached as will enable the line to be re-
moved, we are eonfronted with the necessity of considering the
effeet of its advancement to the inland borders of the maritime
States, thus ¢cnabling the inland States to make their full contribu-
tioh to the sentral customs revenue. We are aware that this could
only Be accomplished with the consent and oo-operation of sueh
inland States as might be concerped (though their entry into
Federation would imply such consent and co-operation), and we
desire to emphasize our dislike equally of the retention of the
Viramgam Line as 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

345. If we canno
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baSls Of 1930~31 hou[es ] e ]]] e1e] aterS we
> 7 QX
| 1der aCh Of the t altcln y

. Establishment o
Mm;t.tenanm Abolition of Customg barrie{’
of Viramgam Virongum  between Mari-

Line s now Line time u
as . nd
existing. Inland Stutes,

5 (Rs, lakhs.)
havnagar . .. 351.05 51,03 51.05
Janjirg (Jafarabad) .. .45 .4) .37
Junagadh .. o 13M 13.71 16'71
Mangrol .. .« 1.18 1.18 75
Porbandar .. .o D.08 5.06 . f?
Baroda (Okha) .. 3.80 14.65 :;;
Nawanagar .. o 4400 155.8¢ 12.57
Morvi .. ..  4.63 4.63 3.46
Totals .. .. 123.88 246.53 93.85

tained on the basis of the population of
th
rendel‘swgﬁ tpé)tssessmns only. Bhavnagar’s privile eda on
Banes | at State immune from the effect of custom gb pOSlthﬂ
, 1 agar's retention of CUStOMS  duties g bs srners.
gop_u ation of that State, the sum which it . ased upon the
8sis of 193031 figures would be Rs. 15 83 1y Fetain on the

(3) Other Maritime Btateg,

346. We have now com
. pleted our
of Indian States ports—the group in g‘:)ruvt?lgfii;he
a

group—and pass tg the L
either of these groups, ports of maritime State

two main groups
nd the Kathiawar
3 not ineluded in

CaMBaY.
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success. Under an agreement concluded in 1885 the then Nawab
agreed to adopt the British Indian customs tariff and rules of ad-
ministration, and to permit a full measure of inspection. Under an
older treaty the Fast India Company had acquired a nominal half
share in the sea and land customs of Cambay, which had previously
belonged to the Peshwa, The agreement of 1885 contained a clause
by which the British Indian share in the sca customs was eommuted

. for an annual payment of Rs. 200, but a supplementary declararion

waived thig right in consideration of the conclusion of the main
agreement.

348. By virtue of an arrangement arrived at in 1865 the port of
Cambay was then notified as a customs port for purposes of the levy
of eustoms duty and the conduct of coastal trade. The result of
this is that no duties are levied on any trade between British
India ports and Cambay, but that no drawback is allowed on goods
charged with duty at a British Indian port and re-exported to
Cambay. Free transhipment at British Indian ports of foreign
cargoes consigned to Cambay is mnot allowed. There is no dis-
erimination against Cambay in this. The law makes the grant
of permission to tranship goods discretionary, no matter whether
the goods are consigned to a foreign or to a customs port. Tran-
shipment of dutiable goods to any eustoms port on the Bombay
coast south of Kathiawar (except Bombay itself) is not allowed, and
Many more British than State ports are affected by this prohibition.
This longstanding practice, which was confirmed by a Notification
of the Government of India issued in 1927, is justified on two
grounds, firstly, the administrative diffieulty 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 clgsses of goodg that are
normally imported direet, 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 customs
collections at the port of Cambay now average about Rs. 9,000 per
annum, which sum represents the extent of the State’s immunity

from contribution to central customs revenue.

JANJIRA.

349, The State of Janjira, on the sea-board south of Bombay,
Possesson in Kathiawar a small area of territory at Jafarabad,
Which has already been deseribed in para. 320. The parent State is
Sncireled by British Indian territory and has mno rail eonnexions
With that territory. Its port trade is wholly local, By an agree
Rent coneluded in 1884 the Nawab agroed to adopt the British
Indjan tariff and customs gystem at his ports and to assimilate port
dues to the scale in force at neighbouring Bﬁpish ports. He also
agreed to give full facilities for the inspgetlon of his customs
houses by the Political Agent, and to abolish land customs and
transit duties. In return for these concessions the land customs
¢ordnn hitherto maintained against the State was removed, no duty
Wwas required to be charged on a‘rticles imported at Janjira ports
for the use of the Nawab and his famliy, and the Government of
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India undertook to pay annually to the Nawab a sum of Rs. 13,00
This compenstaion was not only in respect of the customs arrange-
ments 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 untaxed
salt. The customs collections at the Janjira ports have averaged
about Rs. 20,000 per annum during the last five years, and this
sum represents the extent of the State's immunity from contribu-
tion to eentral customs revenue.

SAVANTWADI.

350. This State has a considerable land frontier with Portuguese
Goa and, though it has no sea frontage, is a maritime State in 8
limited sense, in that it has access to the sea by the ereek of Tere-
khol. By an Agrcement concluded in 1838 the Ruler renounced all
claim to the sea and land customs which he had hitherto levied,
and made over to the East India Company’s Government the right
of establishing customs posts on his frontier as well as at the port
of Banda on the creek of Terekhol. In return the Company agreed
to pay him (a¢) compensation for loss of customs revenue, based on
the average of the collections of the preceding three years, and
(b) Rs. 500 in respect of customs duties levied on goods imported
vid Goa for his own use. The compensation payable under (a) was
fixed at Rs. 13,443, of which Rs. 1,700 appears to be on account
of the abolition of land customs. The average customs revenue
collected by the Government of India during the last five years
by virtue of its rights in Savantwadi is Rs. 19,277, of which only
about Rs. 1,300 relates to the Savantwadi port of Aronda (which
has been substituted for Banda owing to the silting up of the
creek), t}le re{nainder being collected on the Qoa fromtier. The
Stafte ’s rights in respect of sea customs are defined by the compen-
sation payment of Rs. 13,433, less the Rs. 1,700 allotted for abolition
of land customs, and this figure also represents the extent of it8
immunity from contribution to central customs revenue.

Curcn. .

351. The island State of Cutch, with its extensive sea-board, has
a number of beach landing-places for the service of local needs, but
there are only two ports calling for mention, namely, Mandvi and
Kandla. Mandvi consists of an open roadstead with a small
masonty jetty on the west side and a tidal creek or river bed on
the east, protected by a groyne. The lay-out of these structures
has been I.mfortunately designed, and the port suffers from large
accumulations of sand on its west side and a tendency to siltation
on the east. No important facilities are provided, nor is there much
in the way of warehouge accommodation, and there are no railway
connexions, The port, at whieh in 1930-31 261 vessels called, i8
closed during monsoon months. Kandla, which is situated far ap
the Gulf of Cutch, is an altogether more ambitious project.
comprises a well-built ferro-conerete pier with good approach and
ample water at all states of the tide ; direet railway serviee on t0
the pier, with eranes about to be provided ; railway connexion .wi
Bhuj, the capital of the State ; hore than sufficient warehousing
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accommodation for the present amount of trade, with room for
development ; and it is protected from monsoon weather.

352. The value of the trade now handled at Mandvi .is shown
below, but there are no figures 0 give for Kan_dla, which deals
with very little trade at present, thoug!l if, as desxregi by the State,
it were connected by rail with the mainland of India, the position

would doubtless be very different.

Total sea

Value of Value of customs
Imports. Ezxports. from

Imports.

and Ezports.
(Rs. lakhs.)

1926-27 .. .. 63.21 1.57 4.17
1927-28 . .. 5717 1.91 3.90
1928-29 .. .. 66.52 1.79 4.50
1929-30 .. .. 4.3 1.43 4.54
1930-31 .. .. 64.7 1.07 4.08

Including the trade, of the beach ports referred to, the average
amount of Cuteh customs over the last few years may be t_aken
at Rs. 8 lakhs per annum. At Cutch ports sugar is not a relatively
large import, the value at Mandvi being Rs. 7.91 out of 64.7 lakhs

in the year 1930-31.

. tate of Cutch has always preferred to remain in com-
m(?rsc:)i.al’rigglastion from the rest of India and has hitherto succgeded
in maintaining that position. It has therefore no treaty rights,
though it has the right to, and does, levy sea customs on a tariff
which differs from that of British India .and is, in this respect,
unique. As stated, the revenue collected in th.lS way has averaged
during the last five years about Rs. 8 lakhs, which constitutes rather
more than 25 per cent. of the total revenue of the State. On the
assumption that the State of Cutch becomes a federating unit, these
Rs. 8 lakhs, or such modification of .that figure as the application
of the British Indian sea customs tapff would effect, represent the
amount to be taken into considgratxon for federal purposes. The
policy of isolation hitherto consistently adopted by Cutch has left
the Government of India no alternative but to treat the State, for
customs purposes, as & foreign couniry. The State claims that this
treatment is a violation of Article 15 of the Cutch Treaty of }8_19
which provides that ‘* the Cutch ports shall be open to a1l British
vesselg in like manner as British potts'shall bf! free to all vessels
of Cuteh. in order that the most friendly intercourse may be
carried on between the Governments.”’ It appears, however, that
thig grticle has no relevance in respect of the imposition of customs

duties,
354, The Cutch State is now contempl‘ating an abandonment
of its traditional policy of isolation, and desires to link up the port
LaSOSEC(WOP) I
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of Kandla with the metre gauge railway system of India at Rani-
wara, on the Jodhpur State Railway, on the mainland side of the
Rann of Cuteh. The possible effect on the customs revenues of the
Government of India or the ¥ederal Government of the establish-
ment of any such new line of communieation between Rajputana
and the sea is a serious political and administrative problem whieh
it is not within our province to discuss.

SACHIN.

353. Sachin (area 49 square miles, population about 20,000)
is situated on the Gujerat coast near Surat. It has no port or
sea-borne trade and there is consequently no eollection of customs,
but our list of maritime States would be incomplete without men-
tioning this small State.

Special claims of Baroda.

356. The territories of the Gaekwar consist of five different areas,
separated from one another by considerable distances. Of these,
the divisions of Navsari, Baroda and Kadi are in Gujerat and those
of Amreli and Okhamandal in Kathiawar. Baroda is a maritime
State in Gujerat in respect of Navsari, and, in Kathiawar, in respect
of both districts in that peninsula. The ‘‘ ascertained existi,ng rights '
of the State, so far as they are concerned with Port Okha. have
already been dealt with above, and inasmuch as Baroda's rig,hts in
Gujerat are not ‘‘ ascertained,”’ its claims in respeet of them being
now before the Government of India and therefore sub judice, they
dp not fall within our Terms of Reference. Our record of t,he'mari-
time States would nevertheless be incomplete without an account of
the Baroda case.

i 357. Thef Bax:(oda ((:l}overtnment c};ims that its rights and liabilities
1 respect of ports and customs in Kathiaw

of 1817 with the East India Company anda;ya;g gﬁf;ﬂ;ﬁ,ﬁfnf orgrfgstg
with the Government of India. By the former. mutual freedom of
commerce, navigation and transit was established., while under the
latter 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 did not affect its own status and, in
protesting against the reimposition of the Viramgam f;ine, its

grounds of protest were dissimilar fro mariti
States of Kathiawar. " those of the other Hme

358. Important though the existene iramgam Line i
r th e of the V to
all Kathiawar maritime States, it is of prime im;l)l;n-tanclfal altifarl:d&

Okhamandal is an arid, almost desert, tract, which, except for the

ﬁ;l;a:es;u Supports practically no population other than that which
impogts I;% g}:d;about the modern port and adjoining salt works. The
e o 2 go to the Gujerat possessions of the Gackwar, and
Okh g 80 they must pass, and pay duty at, the Viramgam Line.

a enjoys freedom to retain customs duties on such of its imports
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as are consumed in Kathiawar, but we think that the Baroda Govern-
ment 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
territories of the State.

359. The Gaebwar 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 .
ports on the Gujerat sea-board of Baroda State. The Baroda
Government 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
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 seeure
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 eustoms 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 seaport 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
oP) 12
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require and as shall be adjusted between the Governor-Ueneral
in Couneil and llis 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 Ilis
Britannic Majesty’s Dominions.’’

3_62. 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 righi 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, togethier with a corresponding right
to export free of duty all articles of Hyderabad originT )

363. With reeard to the first claim, it should be explained that
the seaport of Masnlinatam is situated in British India 60 miles from
the borders of Hyvderabad. 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, 8s
well as the right to develop a port on the British Indian sea-bo;srd.
as a necessary preliminary to any service which the ‘* free use '’
of Masulipatam. in the sense in whieh those words are interpreted by
Hyderabad, could render to the State. We express no opinion as 10
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 forwara by
Hyderabad. This, however, was in answer to g eclaim advanced by
ecrtain merchants, and the guestion hag never been at issue 88 between
the Government of India and the Nizam’s Government itself.

365, We understand that the Nizam’s Government have now
a'ddressed the Government of India with g view to the respeetive
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 eclaim being established, Hvderabad
would achieve 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 diseussions at Hyder-
abad that the State wounld not necessarily insist upon exercising the
rights in question.
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Kasuug,

366. The frontier State of Kushmir, 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
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 revenuc thns oceasioned, the State was accorded the privilege

* of importing sea-born goods in bond. The administrative arrange-

ments by which this is effected are simple. All goods imported
in hond into the State are covered by invoices showing the amount
of Anty 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 frade traffic to and from Central Asia
was substantial ; on the other hand the privilege acecorded, in return
for frecing this trade from taxation, was of trifling value and even at
the heginning of the present eentury was not worth more to the State
than 1! lakhs of rupees a year. But in recent years the position
hag been reversed : the value of the land trade has declined and
the customs value of the goods imported in bond into the State
ereatly inereased. The amount of customs revenue thus forgone
Ras 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 thap Rs. 25 lakhs per annum.

367. The Central Asian trade passing through Kashmir had a total
value of Rs. 20.94 iakhs i the vear 1020-30, the chief items of import
being silk (Rs. 4.6 lakhs) and charas (Rs. 1.63 lakhs) ; and of export,
cotton (Rs. 3 lakhs) and wilik goods (R 2.56 lakhs), While we are
unable to state what the duty value t_)f this trade may havg been,
we would draw special attention to the imports of eharas. This drug
is imported in bond to centres in Brlhsh.Indla'and there_ taxed,
Had it not been for the treaty with Kashmir. an important item of
the excise revenues of many provinees and States might have been

seriously affected.

368, We must not overiook here the responsibility undertaken
v Kashmir for watch and ward over a long span of Indm’s northe_rn
feontier. for the purpose of which the State maintaing forees at its

own gxnense.

Relatj British Indian and Btates’ sea-borne trade and
lative value of customs reccipts.

369. The circumstances of every Indjan State possessing an
interest in sen customs have now been deseribed 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 S\ibject with which this Chapter set out to deal. The ficures for
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
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mimor 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 inelude 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 vear 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 1950-31 amounted to Rs. 280.78 lakhs, of which
Rs. 122.65 lakhs wasorecovered for British India at the Viramgam
line, leaving Rs. 15813 lakhs in possession of the States.
The total sea customs collections for British India and the
[ndian States in 1930-31 amountcd 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 respeet 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 IRs. 182.42 lakhs in 1930-31. the detail
of which will be found in Appendix VI '

Circumstances affecting the task of valuing Btates’ customs rights.

371. We are directed ‘‘ to eXpress an opinion as to what eom-
pensation it would be worth while for the Federal Government
to offer in return for the relinquishment of the special privileges
which cach State now enjoys or sueh modifieation thereof as may
appear to the Committee to he an essential preliminary to
Federation.”” and we now propose to deal with thig subject y 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 Ii, ga; beent
authoritatively stated that ‘‘ the value of intematiom.ll 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.
Acvording to the figures of the International Labour Office, from

L

20 to 25 million persons are now withont ituat i
grows worse,"’ work, The sitnation daily

372. Though, happily, the unemploymen i ig i ‘
less acute thm_x In many other comlljtri{:,] tlfepé;\]ilzrf ;F IInn(%;a’swovf:rr-
seas trade which we have given in this Chapter show that the above
deseription is mot inapplicable to Indig also. But the mere compart-
son of total trade figures alone would be misleading, since they cover
.the action of 'twn variables—volume of trade and’level of priees=
and the present relation ‘of these two variables to one anothep is not
necesrarily of a mormel Kind. nor. indeed. is it the same for all
commodities. Ordinarily, any reduction n priee induces an ine
demand from the consumer, which tends to neutralize the effect of
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price-reduetion on total figures of trade. But in the present economie
crisis this result has by no means always followed. In too many
cases no amonnt of price-reduclion 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 esceptions ; 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 faect

produced increased demand. But in many otl;er 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 t.yplcal-
of India’s normal trading capacity. There is also the guestion of
India’s fiscal poliey. The protective duties on iron and steel, cotton
piece-zoods. matches. and sugar, have produced effects varylng 1o
their intensity hut of great and growing importance, and the general
policy of protection introduces an incalculable factor.

373. The following table gives in paralled 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 pro-

tective tariff, is not included.

—

(Rs. lakhs.)
Import Duties on articles liable to protective duty at special
rates.
Maiches,
Total of Im- Irvon and splints *Cotton
port Duties, Steel. Paper, and prece-
excluding 2all. veneer, goods.
1927. .. 40,46-11 2,96-47 25-34 53-62 ..
lgs-gg .. 10,8365 2.82-45 28-10 2527 o
1929.30 ., 40,72-85 2,13-15 29-40 13-94 o
1930.31 .. 37,18-87 1,43-39 20:91 374 3,73-39
1931.32 .. 36,03-61 1,15-14 20-35 1-08 3,70-87

*This i transferred to the * Protective Dut.y Group " with effect
fmmh;:hl*::ru‘rafgso. The previous year’s (1328-30) importations earried »

total duty of Bs. 5,83.68 lnkhs.

ith factors so variable and subject to so many influences in
rejg:c}‘rn)rfm:hich I:'Qpﬁeey is impossible, we are of opinmion that we
ean neither safely nor usefully make an estimate of the amount of
Compensation which it would be worth the while of the Federal
Government o ofer to the States in return fon: the relinquish-
ment of cuatoms rights, assuming that they were willing to relinquish
them. Nevertheless, there are eertain directions in which we t

that our comment may be of service.
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General Conclusions and Recommendations,

(1) Coonin Porr.

Ofszlst;eh‘}lyzf :re impressed with the potential importance of the port
Roworer s osn:ln economie factor in a federated India. We are,
Will be ’se ; ‘?Y of opinion that. the proper development of the port
realitieql lt Otllb,y hampered and its potentialities unlikely to become
hore c(;x,nl t' ]L} .condltlon.'s which now prevai] are not chauged. We
omna e to this eoneluglon on two grounds, one concerned with the

rship and geographical situation of the port, the other with the
manner in which its developments have been ﬁna{nced.

376. On the first point, we have already show
vas 1n 1ts origin, and is still to a large oyxtent\, [:1 }]l;):fitel}lf Ip;)(;itz;nwmcrjz
u;nde; the control of ﬂ.\e Government of Madras, nm;' extends li)::to
(({:Vehlm territory, and will extend still further if and when the present
diﬂeioopment scheme 1is completed. A divided ownership and juris-
in’m[]]"l ‘(:Ia):l‘t\l(()]tn k;ltltiq})Pﬁxl"arlIEtllll to the best interests of the port, and
s uraent that steps s ' f
B astments v 1 at steps should be taken 1o effect the

377. On the second point, we recall that un
1925 Travaueore and Cochin may each be r(elg;;itfs ?Og ri(:.m(.{?]t of
it)x;t]he: hom, of Rs. 30 lakhs or morc in order to complete thle gtnlvefo)a-
o t scheme. It is reasonably elear that the revenye of the 1
istinet from the customs revenue colleeted there, wil) port, o2
_mte for a nu.mb.er of years, produce an income’ uff not. at any
interest aud sinking fund charges on the further ex r'n(g'em to pay
1 contemplated, since port dues cannot be inereased }l’) l‘tlure whieh
figure without driving trade awav. It therefors foflens (hor foe
money to be found by Travaneore and Cochin will t )l{o“ls e
grqnts in ald‘ earning no interest, and that the oﬂlf? t.w form of
_whxch those States could recoup themgselves wonl) source from
inereased value of their agreed share in the ‘cmtm:gdr::eirf)l;lm the

378. We recommend therefor iati ;
the ad,instmenL of the ({i%inng n;g&fiiltlonfs with Coohip.for
own(;'sh!p of tho port, and with Tl‘ﬂ\’anmrg 8nl‘;>mc tll;-P divided
Pot e d(()ﬂfq:hr;]r existing rights in its eustoms reggnixne foli t{lg
the subicct ? '\]\]”) repard o the first, we undrnt:;ng 3‘}lmt
concarnod \V';h already under  disenssion  betwoen the wartics
o mmm-rhm)] bwrjrﬂnrﬂ o the seeond. it §5 difficult o q‘ukl;'egt
o T priate basig of any offer whigh might be made. A B
charactegor;n%re-fnt rf ef,lms would i ' e

! s It must be borne in mind that a ¢
il require to be expended before the port iy fully A ore
Dreferable that fh flement must enter into the matter, it i far
which will ah'avee T}:k should be assumed by a federal Government,
its charge, rather th e economie interests of India as a whole in
the presnt s S: an that Travancore and Cochin should continue
without ane system of grants in  aid in the expectation. though

any certainty of increasing their domestic revennes by a

possible rise in the value of thei
in the future customs revenue (e);rt;};a;eortunder the 1925 Agreement
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879. There 18 no question here of a cession of rights arising from
sovereignty. The rights of ithe States concerned came into existence
as the consequence of & mutial exchange of valuable considerations.
They are in effect commereial rights, whieh should be suseeptible
of adjustment on a commercial basis agreeable to both parties,
and we hope and believe that no real difficulty need be anticipated

in bringing the parties together for this purpose.

) (2) Oruer Pogrts.

350. The casc of the ports wholly owned by maritime States i
substantially ditferent. The customs rights of the Kathiawar and
other States are, with very few exceptions, not the ereation of any
Treaty or Agreement bLut exist by virtue of the States’ own
sovereignty. They are rights cherished not only because of their
financial importance, but also because they are the outward symbol
of much that the States greatly prize. Indeed, in many instances
the very existence of a State may be said to be bound up with its
port. We understand and appreciate this point of view, but never-
theless we find it hard to reconcile with the ideal of a true Federa-
tion the retention by any federal unit of its own sea customs receipts.
Certain maritime States have stressed the point that the surrender
of the right, possessed and exercised by most States, to levy land
eustoms duties, is not in contemplation. But the analogy is a false
one, for inland customs duties, in so far as they are levied on goods
from overseas, are an addition to the duties already paid at the

Ports, and their collection by the inland States does not subtract
from the general customs revenues of the Federation.

381. We are, however, convinced as the result of our enquiries

that no port-owning State js likely to surrender its customs rights,

even in return for full compensation. We have, moreover, already

Stated our opinion that on many grounds—the nature of the rights,
whether under Treaty or by virtue of sovereignty possessed by
the maritime States ; the impossibility of foreeasting the future
of trade or fiseal policy ; the probability that, in some cases at any
Tate, natural processes are likely to produce a progressive deteriora-
tion in the value of a port—it would not be advicable for any offer
to he made at the present time for the acquisition of the eustoms
tights of the States. other than those rights possessed by Travancore

and (ochin in the povt of Cochin.

382 If therefore, the pott-ownipg Siates are 1o entey ¥edoeration,
as evepyone must desire thag they should, roam must be found for
& compromise in which 1deals 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 norts for consumotion 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
cousidered how far such an arrangement wou'd be practicable. we
do not exclude the mossibility of meodifications or adjustments to

meet local circumstances.
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aug -
\\'h]ebz'j {?0 :g r ?Sgelflent' of this king could be contemplated in cases
situation iy n(l)lt U)Ill'ﬁlet with Treaty rights. In cases where the
i lve Ei.tller coup icated by the existence of such rights, it would
State would rctw'me SyStC}ll of financial afljustment whereby the
e ”a\m' or have refunded to it the amount which, con-
i 'thé " " ’f le-!;:f?ﬁtcd prineiple; it was entitled to receive, or
st'u;’lll(l 'l-“ll. (.11{“-"'97 where neeessary, of a eustoms barpier, If the

vl calternative  were  adopted, there would of course be no
question of any control or imspection by federal authority of the
?}l;%tffnﬁ administration at the ports, “jhicll would continue exelu-
(S)lt‘heeg lllgnt(]ile ‘}:g‘l;ﬁ]b rc){‘ei?le S_late]itsclf. The first alternative, on the
vision o ir;speetion. arly nvolve some measure of federal super-

Bummary of Conclusions and Recommendations.

After setting out some of the difficulties i ingi
: ; . s in the way of bringin
the views of the States with regard to their ports into harmony \;G‘ltﬁ
the reqmrem’ents 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 Coehip j
eaty rights _ n in the port “oehi
arfe ](lt;‘srenb?ld, Wlt;lr special reference to the Inter-portla] (‘gxt;v((;xg:
0 [e 1079 1 - = .
e ¥ and tne Four-party Port Agreement of 1925 ( paras. 251.

We examine a claim by Travancor

- . ; ¢ under tl ‘onventi
1865, and give our reasons for being unable to l‘ega;fl ittom e].“,t.m“ of
to ‘‘ ascertained existing rights ’’ within oup Te a? B g ree
(paras. 266-274). rms of Reference

We note the value to 'I'ravancore and Cochi .
of their ascertained rights under the Agreem;ﬁ tagfﬂj][% 2p5resest dtune
attention to various factors which may substantiall and draw
value in the near future (paras. 275-283). ally affect that

After a general description of the Kathj . ]
the history of the Viramgam Line, of its abg]l?:ﬁ)rn ;i)fxn;gsll']?lar v:]e glyt:
reimposition in 1927 after the failure of the Mount Aby .cgni of ;e
'I‘htt: action takerTl by the Government of Tndig on the re nreren ns
submitted by Nawanagar. Junagadh, Morv] and Pmr):'ﬁze;nta;& s

r

the reimposition of ; A
‘;,’5‘4-31.'1.).p the Viramgam Line is also deseribed (paras.

An aceount ig give : .
(paras, Mo.arry, o of the spectal Treaty rights of Bhavnagar

An account is given of the physi
g physical characteristi
})h;h ports 9? Bhavnagar, Jafarabad. Verawaalmi?:xtlms lwgom
& Bedi Bandar and Navlakhi. and of thé valngr:;f‘ the custom;

collections retained hy t i : -
Line (paras, 318.336)“.7 hem since the reimposition of the Viramgam

We give an estimate of the vi
e, > of the yield of cust. i
:nharlltglne S}tates of Kathlawar on nlteumﬁs;n sassuco‘mlectt]iz:xgs b-l-(tf;
: L_a the Vu'amv_ran! Line i maintained as at present p(2) that the
ne is wholly abolished. and (3) that the Line is adv.anced so as 10
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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 outside Kathiawar, viz., Cambay, Janjira, Savantwadi, Cutch
and Sachin (paras. 346-309).

We examine certain special elaims by Baroda (paras. 336-360).

The speeial 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.

869.374).

We pecommend that negotiations should be begun for the purchase
of the rights of Travancore and Coechin in Cochin port and that
steps should be taken to adjust fhe d.ffenlties which arise from
the present divided ownership znd jurisdietion of the port (paras.
375-379).

For reasons stated in paras. 380-331, we find ourselves unable to
recommend that any offer should be made at the present time for
the zequisition of the customs rights of port-owning States.

We express the opinion that the ideal of a true Federatiqn is
diffeult to reconcile with the retention by any federal unit of

eustoms duties collected at its pprts, 'but'we recognise that no
maritime State is likely to relinquish this right (paras. 380-381).

I5: order that no maritime State may be thereb_x{ prevented frqm

d for consideration a compromise

entering Federation we recommen s
arrangement under which such States would be enabled to retain

the duties on goods imported through t.heir own ports for consump-
tion by their own subjects. We recognise that no such arrangement
eould be made, except with the consent of the State concerned, when
its effect would be to curtail Treaty rights (para. 382).

We diseuss the methods by which such an arrangement could be

Made effective and the question whether it would necessari.lyl invo}ve
ision of customs administration

any measure of inspection or supervi
by federal authority (para. 383).
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CHAPTER VIII.
MISCELLANEOUS IMMUNITIES.
Introductory.

wi?g.l.su(g}l:r Terms of Reference provide us with authority to deal
th Such ezéltstmg facts in the financial or contractual relations
thereinn ! (:: .a-tes and British India as are not specifically mentioned
i . ut which have so close a bearing upon the matters remitted
ar‘u? ‘a't they cannot be disregarded. We have found that there
saft L(';rrxtdrl:s ;)rzspcéctu}'e. flederal subjects, other than sea customs and
y spect of which some States enjoy a meas imr ity
spect ure of
:tt‘.fl‘?m Cc‘;)ln’trlbutlon to central revenues, and we are therefore"(lllz'zgg
th]s' a.pter to discussion of them. In some cases, States retain
es}trlo“n postal systems and in many others have ther:‘tere(l
'Il)‘%ea unlti\' on terms which it is neeessary to notice
pos;;s a:lda s(;) at c;)lm}derable number of States which stil.l
s operate their own mints, and many in
1d oper ; S, any 1nstances €
ztze(i,y:ltd l)c,\m?;;;tes of1 ctoxupgnsatlon payments made for tl}:;e;b?)fit?rlwlr
stoms and transit duties. We als i is C :
¢ d cus ‘ . s0 refer in this 1
c%stt(l)lr; ge.‘;;.st.ence of certain courtesy concessions in re?;i:;ct( g?p;:a
$ present enjoyed by i inces, Tbmi
mendations thereon. o by Indian Pl‘ln(‘E.s, and submit recom-

(1) Posts and Telegraphs.

385. It became clear to us at a very earl
A y Sta . v
S Work b ey o s 15 P e
to | Teleumunﬁ lei possessed by many States in the sphere of Posts
faction W’if?ﬁ > fut also to the a.hPOSt universal sénse'of dissa{is-
to certain l Wi ound to be prevailing amongst the States in regard
to cert Me;spee 3 of their relations with this important de artment
soon after ozrraﬁr“-".’ ]W'h ich we 1ssued for the information I:)f States'
cally to postab ‘rl'\ia n India (Appendix 11), we referred specifi-
S préﬁncljml (elge? cjm.]o,ved by many States. but by no Br:'itish
enable us to jubd‘efal nthetl\r:((}ux:th ew}g:}:b:rs 120 baﬂ}’)rd information 1o
L S ‘on .
are primn fufi he Ioifimate rotontcs af fhe Fagere Ghrrmmeat
privileges. T 11 e Cf)l']tmuntl(m, under Federation, of their present
tion ina tlii- 16 main, however, as was only nnh‘lrxl 0 'Df e 9a
s respeet had to be derived from official m{,rcl;: intorm

The grievances of the States.

386. It wi .
operatiOnch:}-'] fl;,e C{J“fe““‘"f to deal first with those aspects of the
boen rofarred tOe abr())t"gs ;gnrz1 'I‘elegrapl;s Department Whic‘h have
. S a source of grievanc X
general.  These may be briefly summarize‘.:l a;a}l(:ﬁmtv(; tie States

{1) It has commonly been believed by the States that the

control of Posts and Tel i
{0 the Government of Tnii s ek 05ee Of, financial profi

" Share in the alleged profi
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the Department are carried on in State territory as well as
in British India, the States have claimed that a proportionate
share of such profits should be handed over to them.

(ii) In particular, they resent the departmental regulations
under which they are required to give a cash guarantee in
respeet of any unremunerative post office opened for their
administrative convenience, and argue that no such demand
should be enforeed without first giving them eredit for all
admittedly .remunerative offices within their territories.

(iii) Several States object to the banking operations carried
on by the Posts and Telegraphs Department, through the
medium of the Postal Savings Bank and the issue of cash
certificates. In some cases, it is complained that these
operations compete unfairly with similar institutions maintained
by the Darbars themselves, and unduly restrict their ability to
.raise loans from their subjects. By others it is alleged that
these operations are of a profit-making nature, and that such
profits should acerue to themselves rather than to the Government
of India.

(iv) There is wide resentment against the operation of the
“* Mail robbery rules’’ under which Darbars can be required by
the Government of India to make good any losses resulting from

robbery of mails in transit through their territories.

States which are in receipt of grants of free service
n that these are inadequate to their needs,
ho do not enjoy this privilege urge their claims

(v) Many
stamps complai
whilst others w

thereto,

387. All these grievances had been fully represented to the Butler
Committee and have since received in that conmection the sympa-
thetie consideration of the Government of India. The States, how-

lopments and almost all of them have®

ever, were unaware of those deve € S
looked to us for redress. In the circumstances it seems desirable
that we should review as briefly as possible the existing position as

It appears to us. ¢

revenues of the Posts and Telegraphs
Department.

we are to approach the matter from the federal
e to regard with sympathy any claim for a
ts of the Posts and Telegraphs Department.
d by the Department show that, 50
rofits, there is in fact a serious
tment as a whole. Even if profit
uld be to apply it to the

(i) Claim to share in the

388. Bound as
standpoint, we are unabl

The detajled accounts prepare
far from there being any such p
loss on the working of the Depar

Were made, the present official policy Wwo
f postal facilities rather than to credit it

extension and cheapening o )
to general revenues. But, whatever the facts or the poliey may be,
we feel confidence in affirming the principle that if Posts and

Telegraphs is to be a federal subject, all receipts therefrom must
accrue to the Federal Government and cannot be made available

for distribntion among federating units.
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(i) The ‘* guarantee *’ system.

389. ‘e princi
iy ;Il‘lliiﬁgpxe Erlnel.ple does not afford a full reply to those States
Susrantee s ";n tfe grievance described above in regard to the
guai Statr)b-}el'n or unremunerative offices, and it is not unnatursl
that Stat ai n‘(‘:li“d:l are thus called upon to make cash payments
R ar:eh tt') fiemapd a set-off in respect of remunerativé
osible to. dete owever, given to understand that, although it 8
D ibe openin erm{me with reasonable accuracy the loss ineurr
ol diﬁicgu 13 & new and unremunerative office, there are in-
Dot office Witheb in the way of calculating the net profit on any
find it impossibl o necessarily accepting this proposition, ¥
Do ;: o recommend any deviation from existing px:actice
_impartiall)I') to Sotr tth.e reason that we are assured that it is appli
Y e G:) “a es and provinces alike. Comprehensive orders
‘,’entres of populatﬁzﬁm:;] tplo:ce?glfaaic!tul%s provide that"‘ all lm.gel
im : _ al or pr iv i
portans St e Sivied Wik B hows fsinee 0%
T T e 0 et expense (o the department.”
Administration desire-e principle that, where a local Government
requirements or th s a new post office solely to meet administrativs
offices, if consid 3 interests of a small section of th blie, such
by th’e interes ere unlikely to be remunerative (;)epu ant
erestcd parties, though the local posjt:lmszuthg;;‘::a nm“'

dispense with a .
guarantee
exceed Rs. 120 per annum, if the resuitant lows is not expected [

390. Th ; inei
and, as it fst:ll(’)o;):r:) f,lfncm‘es appear to us to be generally equimble
arrangements exeept ix? u;;) dfltlxtry alg :ll:ls connection to eriticize existing
) ey result in inequality of trest

ment as between i
rovinees
to offer. P es and States, we have no recommendation

| (iii) Banking Operations of the Posts and Telegraphs Dep

391. 1 i
cpmmtions i Eesanee of Statn aising v of 0Ky
n by the Posts and Telegraphsgl)epartmentv the

Government of India i
. -Ildla inf . R
the followinggterms :— forms us that its position may be stated I

‘“ These banking tr i
benp ; ansactions, which ring
a fair f(::((;(;:;t:re?ﬁd the sale of casl:ak(j:etr};gﬁ(f::& ofe;"ar;;:g
derives some beneﬁte xchange from which each party concern®
tion given. On th which is fairly balanced by the conside™
facilities for saff one hand, we afford to State subject
undoubtedly an a‘ ing and inducements to thrift which &F
andoubtedly an otslfet to the economic development of
these facilities be er }!andv_ it is a convenience to us to & or
which we pay c\;'u-‘!e it suits us to borrow money at the ratt
observing that in ‘:: would qualify this latter statement b
regard as rathe the case of cash certificates we pay what ¢
with a view t r more than a fair commercial rate of intere
Nt jont oS th'o encouraging thrift among the poorer ¢
Subject tc fa‘ls reservation we must definitely refuse to P
pore, than | ir commercial rates. We are therefore uns
e existence of any profits in which the States ¥
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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 he
paying, our total disbursements would represent more than a
fair commercial rate of interest.

¢« We admit, however, that it would be a new and unjustifiable

principle of political practice 10 hold that the Paramount
Power is entitled to carry on these trapsactions in States
against the wishes of the Rulers, and, in some ecases, in
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.”’

In our opinion, the above pronouncement effectually disposes of all
grievance under this head.

(iv) The mail robbery rules.

392. The action proposed by the Government of India in respect
of the Butler Committee’s recommendation regarding the mail
robbery rules is as follows :—

It is proposed that these rules should be replaced by &
Government Resolution in which it would be made elear that
the Paramount Power reserves the right to claim and exact
compensation in any case where a mail robbery is found to be
attributable to the failure of an Indian
arrangements to secure the reasonable safety of life and property
in any area or to afford suitable protection to routes over which
mails are carried. In so far as robberies may be due fto, or
facilitated by, individual derelictions of duty, it would not be
easy to maintain the prineiple of liability, since such incidents

British India as well as in States. But if any

may occur in
particularly flagrant case were brought to notice, the question
of demanding compensation would be considered on its merits.
393. In so far as this change in existing procedure involves
considerations of high policy, it is quite outside our Terms of
Reference ; but from the financial point of view, with which alone
we are concerned, we are unable to discern any grievance which

would justify us in advocating other action.

(v) Claim to free grants of service stamps.

394. We are unable to suggest any pra_cticable method of eliminat-
ne in respect of free grants of

ing the inter-State inequalities existing
service stamps. Where such grants are made they indubitably ecarry

with them exemption from full eontribution to central revenues, and
will be dealt with from that standpoint in the following paragraphs.
We_note the unfortunate fact that, to a large extent, they have grown
up in a haphazard manner, but, in view of their obvious inconsistency
W3th the adoption of Posts and Telegraphs as a federal subject, and
with the fact that no such privilege is accorded to any local Govern-
ment, department Or individual within the limits of British India,
we should deprecate any attempt to remedy existing inequalities at

further cost to central or federal revenues.
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Immunities enjoyed by States in the sphere of Posts and Telegraphs.
395. We now turn to that portion of the subject of Posts and

T e .
elegraphs which is more obviously within our Terms of Reference,

namely, the immunities or privi j
, privileges enjoyed States i i
sphere. These may be classified as follojw'; :—by many States in this

(1) maintenance by States of their own postal departments,
(i) free grants of stamps for official correspondence

(ii1) free carriage of th i
by the Indian Postgal Deparinfgxiz,ml correspondence of Darburs

(iv) privileges enjo .
yed by certain States i . .
a share of the receipts of the Telegraph ‘ﬁ;)l;:tﬁgﬁt of obtaining

(i) Maintenance by States of their own postal departments

396. Details in re i ;
gard to items (i)—(iii , . :
;lll‘ieseSSChedUIeslto Appendix VII of this(Rgpgzo‘eUng be.found {l)l
b 3 pll;Ob em of great difficulty. On the i)asisn fr hltem t(;n
Telegral?hs {)eth: tGoveerent,Of India, namely thatoth: ‘l!’ols)::l ;nd
purposes and ig, li.nmfill::lt; liu!;:)ta;n:e }1‘1 ded to pro.vi'd; revenue for geperal
;)lloiicgl t};') debit a State with a c::Iryinll(::s\l’ugt; mﬂd]l)e , at the leass
og y ta]:l Ining its own postal department, it is mf:l:' e th_ak
Stgtes t(')vlﬁghto the Fe};i eral Government. ing a profit whie
: enjoy this privilege declare i
p , th i
system s presumably difcent 50m tht oy e oo
natural éonsequen?; n:;ke tg’m;%emble profits tyhere(;rom As a
h s, < ’
their own postal departments ten%setf t::;lewthl:;f aﬂ:en%?m
, v

t *
he experience of the Government of India they could make profits

for themselves if Government had not taken these angements
arr m

out ; .
of their hands, or, alternatively, that it is inequitable that other -

States should be left i it
are excluded. There lils1 t11?s081t10n to exploit a field from which they

from postal unity.

397. We regard it
be in evi as very unfortunate th
Thenagf,ladne;cee; n tht we believe to be the :‘tresgghlt?d? e,mafx;g :::l‘clslf
obvious as t% nzzfim:lﬁgegoblndia from a unified postalasg'sten: are 80
are i . aboration and, ; i
tl‘:til(;;l “ofp?;“ﬁit?" to exercise a fe&sonablew;lzﬁroalumfr:ge{ﬁ:lm e
now entertainedg;?ﬁt dl_mbhc service, the basis for many grievanced
by a great number of 'sappear. This proposition is in fact accep
their own postal of States, but those of them which do not poseess
conton s (o s y"aLurly somplin tht it
Pl o ) tion of this privi
tl’“ermll)slftm ;ﬁ;esgaazmdem.tmns are cOnI;?r;ltla?ig ° tll):yis‘,ﬂi’:mnng:nlf)" iy
mental value ag es Which possess the privilege attach to it a
Brepare o' merenter e of il vesigny and wond, uet
" a conditi imi i

of eﬂfemi'eg:;?:f"fe this attitude as ant;obstacn pmfml omiioation

idea, but the anomaly does not appear :nﬁcilnﬂ’

seri fusti 3
0us to justify anything of the nature of an ultimatum to 8%

But the fact remains that .

a widespread tendency towards secession
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States concerned, provided always that they permit to the federal
postal department such freedom of action within their territories
1 in the interests of all India communications.

as may be essentia
398. It remains, however, to be considered whether the privileged
position occupied by these States amounts to an immunity to
which, for the purposes of our enquiry, a definite financial value
should be attached. In other words, we must decide whether it
financial position of the federal posts and

, can be affirmed that the
telegraphs department would be improved by the accession of these
States to postal unity and whether we should thus bé justified in

debiting them with a financial immunity. Such a course would no
doubt be advocated by those States which regard as invidious the
enjoyment by a few of a privilege to which so many aspire. But
it appears to us to be impracticable. We are informed that mno
method has been discovered whereby the profit or loss on providing
postal facilities in any particular area can be assessed. The total
revenue and expenditure actually aceruing within a State afford no
sure basis for such an assessment, because both Trevenue and
expenditure, directly or indirectly connected with the operation of
the postal department within a State, arise also outside its limits.
No means have hitherto been devised for allocating, even approxi-
mately, these extraneous receipts and expenses, and although it might
be possible, by laborious and detailed investigations, to arrive at
some rough estimate in relation to the state of affairs at a patticular-
time, the cost of those investigations and the fact that the results
would be vitiated by subsequent fluctuations in traffic or by
administrative changes would render the trouble and expenditure
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 privilege of 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, e
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. 312,385. The Butler Committee drew attention
to the absence of any apparent principle for the regulation of these
rising therefrom. Generally

grants and to the unfortunate results a :
n to the necessity of attracting

Speaking the system owes its origin to s
into postal unity certain States which might otherwise have preferred
the continuance of previous arrangements.

400. We understand that the Government of India does mot
tice in the matter of these privileges

reveals a degree of liberality hardly consistent with the fundamental
be justified. Concessions:

principle by which alone they can
La30SEO(WOP) 4
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have been granted to certain States without any quid pro que
from them, and the concessions applicable to others have been
liberally increased even though, in some cases, such increave 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 utilis: these free
stamps for correspondence outside as well as within their territories
and for the sending of telegrams. Failure to restriet the use of
service stamps to the purpose for which they were primarily
intended has led 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 reason for the
diserimination.

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 respéct will,
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 desir-
ability 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 case of States which are now enjoying the coners-
sion-— :
(a) no increase in the present value of the concession should

be made unless the right to demand such an inecrease is specifi-
cally 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 ag immunities
and, where there is no scope for setting them off against

special contributions, endeavours should be made by negotia-
1

tion with the States concerned, to extinguis ) -
for a cash composition, guich them in retu

(i) Free carriage of official correspondence.

402. Immunities arising out of the free i e offi-ial
correspondence of certain States are tabulatesmir;nghztl:}l]e (;}m of
Agpendlx VII. In all these cases, they arise out of the terms by
wlpch the State in question accepted postal unity, and any arbitrary
withdrawal of them would, in our opinion, be unjustifiable, Never-:
theless, it i undeniable that the existence of these privileges involves:
a considerable diminution in the earning capaeity of the Indias’
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posta) 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 18
deprived. The assessments amount to an annual total of Rs. 7,14,640,
but it is only fair to observe that the amount of official correspond-
ence consigned for carriage by the postal department would pro-
bably 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 respeet of obtaining a share of the receipts of the Telegraph De-
partment, 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 agrecments were concluded with these
States for the construction and working by the Indian Telegraph
Department of telegraph lines which the Darbars considered desir-
able or essential for local requirements. In most cases the necessiry
capital was provided by the State, but in some it was provided by
the GGovernment of India, interest charges being annually debiled
to the cost of working the line. All these agreements provide for
the pavment to the Darbar of the estimated net profits. In reeent
vears, their terms have come under the close serutiny of the Indian
Posts and Telegraphs Department and have been criticised as undnly
favourable to the States. .
' 404. It has to be considered whether the admitted rights of ‘t‘nrz
States to participate in the net profits, if any, of these lines
congijtute imrmnmnities, and whether, if it were possible to determiue
the annual amount, if any, by which the receipts of any State
cxeeed the actual net profits of working its lines, that amount should
be taken into consideration for our present purposes. :

405. We have no hesitation in answering the second question in
the negative. If any inequality results from existing arrangemsnis,
it arises mot so muech from any conscious admission of sovereign
rights as out of a lack of foresight on the part of the Government
of Jndia when it entered into these purely business agreements.
In our view, any attempt to rectify such inequalities as part of the
Proeess of adjustment involved in devising a scheme of federal finence
would be entirely unjustifiable.

406, The first question is more difficult. On the one hand it is
quite clegr that the States concerned will, by reason of these agree-
Ments, be in a position to share the profits of a federal department
Which onght, in theory, to accrue wholly to federa! revenues. But
oD the other hand, they are also bound upder their agreements to
make yp the deficiency in years when the lines are run at a loss, as
has in faet occasionally occurred. The agreements are, in fact, of a
purely business and departmental nature, the lines having been
constructed and worked on a special contract basis to meet . the
requirements of the States and not as a part of the ordinary
Programme of the Indian Telegraph Department. In these circun-
stances, we have decided to attach no cash value to the priviieges
which_ they confer on the States concernied. '

OP) K2
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(2) Coinage and Currency.

nut(l);ll.‘ogsurrencées in India have been in the remote past almost as
pun attainegsd ynasties, but a cpnsiderable degree of uniformity
pas attainc uring the Mogh.ul period. In fact some of the greatest
Tndian St o§ retained on their coinage up to the middle of the
wneteenth :::(;;riecgﬁi tezu}i)zrscrlp';liprtl of the Delhi Emperors.
ve ha !  our historical chapter how, i
fag(f(?;;' a(%ierﬂtl; economic umf.icatwn of India Wlll)ich prré’rc};edtgg
gl abolishedetzssumpnon of paramountcy by the Crcwn, many
Doy o Olishe e separate currencies which they had fc,rmprlv
some n which it was limiead tﬁ,“i ?ﬁﬁ?tontwas ﬁnfal’ but, there are
som, L e term o
o 13113;’ (;f) ggﬁ‘gdthelsmtes would be entitled to reopixe)al;ieigpmiﬂ:e
right o iy h the case of most of the smaller State: :118
it et tg a,shnever been exercised. It is thus a fa : hle
et b e noi:me the currency needs of India are almost ectf‘t iy
et Dy ihe thes a?d‘ coins issued by the Government of nldm'ly
fact that éévera(i scti{illmz)soss?s?stl;finb;tatesdunder ‘s Bead, and ndt;?é
) s S and cu ies io
:ﬁi{*nzoﬁggge ilhe circulation of the Govern;x?;lntmg; ‘Ivl.:l(i“-h’ (o s
e eoinage, ave so close a bearing on Federati as nates
¥ to deal with the subjeot in this Repo :t ion that we feel it

408. As i
divided int:)ntt\s)e caste ' Olf ists and Telegraphs, our review
and secondly witlllmt!ils dealing, firstly, with the claims e o
in effect, claims ¢ privileges which some enjo ?l‘l;h e e
ment of India’s g(;.n!tl silare in the profits accruing'fm “the Govorn:
o e, S a2 o e, s T
and British India. The )r(; retate equally in the Indian States
actually are made. stan dl position that such profits ¢ noe
of Posts and Te]eéfa N S on a much firmer bysis ths cn be, and
faetv ineloded | ) p S. The Federal Fi $ al.l m the (’»&:QC
income O‘E_d -:(3}8 Om htl}ﬁllr foreeast of fednn:lniﬁs-inconu.n ittes Liave, in
whatever the profii s of rupees under this hues 4n anoua vet
of any claim for thé'we-ﬂre' unable to recomme sad. Rl
units, indsmuch as eir distribution  among ll'x'orl the acceptance
subject, and an eomage and currency * jg epective federating
Government, in tge (Ii)-r ofits thereon should a:cpl‘ospectlve federal
would have the opport irection of whose curren rue o the Federa’
portunity of exercising their d:?é Il)lohcy tthﬁﬂStates
share of influence.

409. Tt is also n

_ ) ecessar

(v;vfhl;;l;, 1IJJ.emg debarred, pei-’nf:n:ift?; g:re on aims of States

of m 1:) l}ngl,kargue that the privilege sltle . -
en away from those which

2 . Sygtem of d' Y

currency. B profits accruin ividing amo

v ut we recognise that, wge:em;linct:mrhfv of the fed
e been.
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only for a definite term of years on the understanding that the State
is entitled to reopen them when that period has elapsed, definite
¢ terminated save by consent.

rights exist which cannot b
enjoyed by several States

110. Consideration of the privileges now ;
in the issue of their own currency raises a far more diffieult question.
Clearly it is most desirable that a uniform federal currency should
circulate. without competition or limitation, throughout India.
But, even here, allowance has to be made for dynastic and local

sentiment, and we observe that the inclusion of currency in the list
at the Round Table Conference was

of federal subjects prepared

made ‘¢ subject to adjustment with the States concerned of such
rights as are not already coneeded by them.”” 'The States which at
present exercise the right of coinage are less than twenty in number,
and in many the right is limited to the minting of coins of low value
(Pudukkottai, for instance, mints only a copper coin of the value of
1:20 of an anna) or of coins which are used for ceremonial rather
than for currency purposes. In only seven States does the local eur-
rency constitute a faetor deserving serious consideration for present
purposes, and only in Hyderabad is it of such a nature and magni-
tude as to admit of extensive profit making. This State alone

possesses a paper currency as well as a mint, the face value of its
Rs. 9 erores. The issue of notes has

notes in circulation being over

proved to be by far the most, if not the only, consistently profitable

branch of the Govermnent of India ’s currency operations, the manage-

ment of metallic currency being subject to speculative factors in

the case of gold and silver, while the margin of profit on copper coins

is reduced to small dimensions by the cost of manufacture. The
definite loss on the issue of 1its

Government of India in fact incurs a ¢ : s
smallest subsidiary coins. The risks inherent in the coinage of

silver are sufficiently exemplified not only by the serious losses sus-
India in consequence of the fall in the

tained by the Government of

price of silver during the last few years, but also by the recent ex-
perience of several States which now exercise this privilege, more
than one of which have approached the Government of India with
proposals for the demonetization of their currency. Those proposals
have been of a nature to suggest a heavy loss to Government, being
in fact to the effect that Government should issue, in exchange for the
depreciated State coins, British Indian rupees with redeemable value.
. e draw from the above faets and con-
Siderations is that. with the exception of Hyderabad. particularly
n respect of its note issue, the currency operations of Indian States
are unlikelv to involve any serious competition with the federal
currenecy and are not of a nature which would justify a financial
offer to extinguish them at the cost of federal revenues, even if the
States concerned were wi'ling to sacrifice sentiment and agree to such
a course. In the case of Hyderabad, which agrees that the posses-

§ion of a separate currency is a source of considerable revenue to
itself, if the right to supply coinage and currency notes for the
on a population basis or on the

State’s own needs is assessed either
the loss to federal revenues is ap-

basis of active note cireulation,
proximately Rs. 17 lakhs. We have therefore to record the view that
Hyderabad is in the enjoyment of an immunity to this extent.

411. The conclusion which w
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412. In conclusion we suggest that in any case where the re-opening
of mints or the continued issue of metallic curreney may be cob-
sidered inimical to the interests of the federal currency, efforts should
be made to arrange, by negotiation, that such operations shouid be
confined within purely nominal limits or to the production of eoins
intended for ceremonial as opposed to currency purposes,

(8) Land Customs and Transit Duties.

413. Our enquiries in India revealed the necessity for inetuding
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 systen:. While we were aware of the pro-
minence accorded to some aspects of this subject at the Round Table
Conference, it was not until we received from severai States repre-
sentations in which it was included that we were constrained to
give it serious consideration. The necessity of so doinz 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, undoubtedlv place the States
which receive them in a privileged position at the expense of eentral
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 oceurred 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 ha.d’
previously owed allegiance to the Bhonsla Raja of Nagpur, similar
provisions were inserted in the sanids issued to define the relations
of those St‘ates to the Paramount Power. Moreover, it was the
intention of those who initiated the policy leading up to the numerouns
salt agrecments concluded between 1870 and 1885 to use the
edditional salt revenue anticipated from thnge operations for the
purchase of all the land enstoms rights of the States concerned.
Bxperience, however, proved this ideal to be unattainable and only
K\]“t?ho oi})g}t: of n fow of the earlier agreementg, namely, those with

ar. ) 2 w7 3
actnahy acg;g‘l:er(.].Bnhnwalpur and Kishengarh, was this objective

415. In fact it is evident that the f
India in thig direet.ion have not been ai?:r{flsedoi'ittl;le aGl(;‘:-;l;nl;::u:‘
c'}fh suceess, except in regard to tramsit duties and duties on

ough there are exceptions of great importance, the States in the
:1}1)31.11 still 1i0ssess the right to levy import and ' export duties at

eir land frontiers. The majority exercise the right, and to many

it represents an indispensable i "
portance to land revenge. souree of ineome, seemnd culy fn "

143

416. The States which are disabled by the treaties and arrange-
ments referred to from levying land customs duties object to what
they hold to be invidious diserimination against themselves,  The
compensation payments are considered to be inadequate and, from
the federal standpoint. are open to legitimate criticism as  being
an unjnstifiable use of eentral revenues. Already on two occasions
within recent years the Government of India has found itself unable
to resist requests for the revision of existing agreements to the exte’i‘lt
of removing restrictious on the le\-'y'of land customs duties. To
other States which have advanced similar claims the reply has been
made that decision must be deferred pending consideration of the

larger issues involved by the federal proposal,

417. It was inevitable therefore that the subject should att?act
the attention of the Round Table Conference. At the discussions
of the Conference there was first a tendency to press for the removal
of all such fiscal barriers. But further consideration compelled the
“eonelusion that this ideal, however, desirable, is, for the present at
any rate, outside the scope of practical politics. The Peel Committee,
though recording the opinion that the aim of Federation s‘h‘o_uld be
the gradual disappearance of all such taxes, recognised that *‘ it 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 be in general an equitable
plan for the Federation to attempt to buy up, so to speak, the
existing rights of the States in such a matter. This would simply
mean that, in the general interests of economic unity and to t:a,clhtate
trade, a tax would be imposed on the Federation as a whole in order
to relieve the inhabitants of the States. The abolition of these
taxes must therefore be left to the discretion of the States to be
effected in course of time as alternafive sources of revenue become

available.”’

Our Conclusions and Recommendations.

418. In view of the conclusions thus arrived at on grounds so
‘Strong as hardly to admit of dispute, there remain only two possible
eourges of setion. The first is to retain without compromise, and
regardless of existing anomalies argd inequalities, that Imeasure of
progress in the desired direction which the Government of India has
Succeeded in achieving. The second i8 to remove the restrictions
in the relativelv few cases where they exist. (Our own inclination
is towards the latter course. But, apart from 1ts re}rograde and
uti-federdl implications, wes entertain some misgivings as to the
consequences whick might ensue 1f'lmpqrtmnt States which are at
Present under restriction or limitation 1 the matter of inland
customs duties were to resort to the erection of protective barriers
to the detriment of neighbouring parts of India.

419 In so far therefore as we are able to formulate any recom-
_mendation, 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
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would not involve risk of serious repercussions on trade outside the
territory of the State concerned.

(ii) Fiscal restrictions with regard to Balt.

420. The above observations are made only in respect of general
import and export duties. Existing agreements under which States
do not tax salt or levy transit duties must undoubtedly remain in
force. In Appendix V we have been at pains to isolate irom among
the payments made to States under Salt Agreements all  amounts
Wwhich can fairly be classificd as immunities from the incidence of
the salt tax. The balance of such payments (apart from a few
easily distinguishable items) is in respect of either the extinection
of commerecial or manufacturing profits on the one hand or the sur-
render of customs or transit duties on salt on the other. Payments
under the former head elearly do not constitute an immunity of any

(1ii) Transit Duties.

421. We hold the same view in regard to payments made for the
abolition of tramsit duties op commodities other than salt. Such
duties would, in modern conditions, impoge intolerable obstacles on
trade and we are glad to observe that they have practically di
appeared as the result of the co-operation of Darbgrg and the develop-
ment of railway communications, Only in g comparatively few

Gases are money payments made for such supp and the
immumties thus to be debited, will not be large. enders,

Lack of material for Preparation of an Appendix.

422. We regret that it has not been possible f,
v e or to prepare an
Appendix det_allmg the scope and effect of our recg;mefdafions in
regard to this ecategory of miscellancous immunities, Ounr Terms

of Reference contain no mention of inlgng customs or transit dutiee-
e did not, therefore, iggue any request for comprohensive details
and it was ouly at a late sta i igati

L B to confine ourdlye :
principles on the bas; L€ 0y ves to the formnlation

s of which th i ules
could no doubt be completed wit, ot o paration of such sched

i f
the Government of India. hout dlﬁicuhy under the orders ?

(4) Miscellaneous Payments to certain Btates.

423. The Govern -
considerable ment of Bombay have brought to our notice

mber of payments, amounting in the aggregate 10

about two lakhs of rupees per annum, which are at present
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. . ich
de to States in that Presidency in commutation of rights whie
maae 1o

i = districts now included in British
their Rulers formerly exercised in districts e alroady

I 1 case these paymen . | :
bosn. refon S(lia(t!:;mﬁxu y;nfz"?z?s!.'yl94-199 under the heai‘dmg t?iua%&dléré
Tnams, e de from provincial revenucs, and t ?i con e he
e ote would not, therefore, affect the nanclf of e
present m‘a"'twememt We understand, however, that trﬁm%nt on
ffedttilr: ltfag‘;gf of these liabilities to tth;.e Ciratra; (;;rﬁ\;ep o fes

i i in the event of su ] |
noen d%ﬁntlliEI)t;rI{g;flc%n?lmril’atlﬁr; of the payments W(utlldt }(;2111111 for more
ggigf)lgil ’serl‘:tiny than we have been able to aecord to .

(5) Courtesy Concessions in respect of Sea Customs. .

: F immunity

424. Some reference must here be made tq a ff 1»12 R?Jtlers in their
enjoved not by Indian States as sueh, but by cer (itneral in Council,
pe.lsgnal capa(:,ity- By an Ordet ?f th‘fE Gor‘;fll;lrlgx-t salutes of 21 guns
ian States in possession ol pe v duty, all

VI:‘UIerS' Ofléggla;r:nzed the right to import, free of eoufstolzl:mblérﬁ of
tf;(f{; 1‘[rxnende,d for their personal use or the use upon them. This
gheir lfamilies residing with 31:1(1 deergzgglgl inp1888 to include
et - the same proceaure, the
;flnigsalleor: iv:las;ols)gcssi:n of permanent salutes o_fo nl{) igs'uns,o wangleven
u R : o the concessi W i
total number oo g]stii)t;edhtas been given by pdmxnlstra‘ﬁve
minor custoIs conc manent salutes of not less than

orders to all Rulers possessmgtg?(;' o pass heir personal _effects

11 guns. These Rulers are perml hen entering India on return

f duty when L ; .
}:flrlrough thﬁix?gu:tl?ﬁd.ﬁesl‘h% num{)er of Rulers en.)o(g;i?ﬁs&m minor
co?xlges;li':;e but excluded from the major one, 18 Sev

. Princes passed &
s 1924, the Chamber of Pri
425, So long ;ﬁegfﬁng that the major coneession ;h;)ouldm:;i
ext olgt:;mt ﬁfome’“be“ of the Chamber'l an((]lh Col‘)}txl'ni‘;le Febmll)ary
ende (o] " A . . h to the ambpe 7
il. in his opening speec ) o that can
iggSml:;:t: r‘gg:;(;vl announced that ‘* the matter is not one iba

i fiseal relations,
eral question of A
considered apart from fhe gﬁﬁder investigation by the Indian

ich i the questions L leat | ommittes
Eth;flil‘} ?O?::li?ft’ﬂ " (11-'0.’ the I}uﬂ(‘r C()mn‘l;’tet%i.l rlﬁi:n;;l(; Of tho
re¢ N~ in their Report nct~§:;)taztee of » D oo ok
Omm'cnded aFaet has not been given to fh.m recommeond on oad
thgm}];;!mn' hbgeemt failed to malke emphatic m”'“f“f‘i‘”"”gmmy
noog 9\81 these ciroumstances, we are nnﬂu‘.t)e lrll T
on the subject. In ini(;n whether thc major concessionl § Oh o
Of expressing an Opberq of the Chamber of Princes as well as whe
ﬁi;e';%;‘ieﬁiﬁﬂ I:te 1211 should he continued under Federation.
426. With regard to the first question, it is fmportant to remember
. ith reg tler Committee issued its RepOIt, the al ot
that, when the But to a share of the customs revenue collecte at
Pressing their dalftls on the ground that they were contr;lbuu}cl};g Lo
?hll:;tlsh Indlannr-)tfile same bas?s as British. Indl{i‘, though :1 ei'}i’vedeno
selve;e;x;xtlluzoo voice in determining tariff po :fi)zegnby the Princes
benefit from their contribution. This was recog
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yvhen the Standing Committee o

;légooigml”cfgffrfgwp at Poona inf t-l}fmg,halrgil’);.r Ilre\t\'at:lil‘vweroy -

groord Com;nittef) reIl{ng proposed in  paragraph 88 of t(;)r; I;r‘:(g:!l:

charaeter. 1 nn(i i ])O.I‘t was of an ad interim and i cd‘l te

T paeter  oF an when all  States were to obtain a 5 re in
oms duties as a result of the investi‘:zaili]:;; :,x; 31‘5

‘expert Committee, these i ivi
. ) : < 8 g .
would of course disapDmr?’(zcml privileges to the Princes personally

427, The ‘¢ expert C i

. pert Committee *’ i

appoint ! . mentioned ahov B d 5
Rolund 'i‘(&li’bloemC%g;lft o the acceptance of the idea 319 ;‘vgselntfa(t m“;"
I erence. We do not suggest that to s::u:gnaa:~otic:

)
of he matte hieh have fo et
to us that t 1CN Nave to be considered. It .
different C:tf' cgdol:it;:mtlfon Il:{ll'awn under the presgiz biint?ep;)?fnmd
the ease, but we };hv()e to (;]el:er:m]izeinﬁ%ious. Thatpis el:zSOUb&e;
removing istinati w
Chamber tfi}:'] pPri(ir;z)sn?;lot';]‘ . There are nant\v Yggldn?:mtll)l:rs etsmtlix):
Z‘ésiﬁ,"“‘;“' and if all thow m‘;‘;’]r}l) e:igght. a number which is liable
n der . i i S Were 3 -
e bvn;lr‘loc{le& 10tf\\] oxﬂd he diffienlt to rosi.ftr:}’,‘:"ga.th; ";:ﬂJor %z:g
States, In effect thorocﬁﬁ.m' States, or indeed of all ,lylnulgrsr?)‘;msuch
end. The concession 1-'“ 0 saving with whom the concession would
measre of hardship 1o Tndian troger oo oy RerALe with some
0 | ( aders i
desire?i, r:(;ll:t th;:‘;l-l}ry articles,  Tf t \\}'le’:-(: ;I;?(:)}:;I:ltsz p?}rl'hc(;lmeelaﬂy
Moreover, it is eve{h“p would assume very seri(:us " roe rtions.
decide, in respect (r;f ntr})lw not easy for the Customs deganpz?m:t to
concession, what sho ¢ articles imported by Rulers enjoying the
duty. An extensio u}d and what shonld not be admitt{*d} fg of
would be a goyres "fO that concession to the extent dem::gd
would increase thoo grave embarrassment to the ) department an
extimate the offect o S0t of its administration. Tt is difficult to
¢t of the extencion upon the cumoul{s revenucd

but it could not fi
budget, 1ot 1ail to make an appreciable difference to the fede

efinitely practical aspeets

1429, A number i

. . of Princes have lai
might hav inces have laid ar 5 i
cossion gy 5 Ercnt foree if it were a R e A
that thig Woﬁ]gr two md'.v'd“"l Rulers only. But we aregcon:in
the circumstane be both impracticable and unwise. In view of
ex'tension to othgi Pv:iencfg:do fltt ;lluite impossible to recommend any
with salutes of 21 and 19 guns e concession now enjoyed by Rulers

430. With regard to th i
& h the guestion whethe i
.fagt ::sn(f::gon& %:wc:::opdyi(:d sh’i)‘uld be :orl::iﬁlu:t; ;ltthe:ufosrzi A
factor onsidered. The fact ! j onoession
is limited to eleven highly responsible Ruletrh:;s tilrlxe iz:ljfo: gln&mm
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of great importance, as is proved by information furnished to us
that the loss occasioned by that comeession amounts to no more
The loss to the

than from two to three iakhs of rupees per annum. 3
on is uot ascertaln-

customs revenue oceasioned by the minor coneessi ;
able, for the reason that it is impossible to say what dutiable articles
may be contained in the personal effeets of Rulers re-entering India,
but obviously the very limitations of the concession preclude the
possibility of any serious 10ss. It is also essential to bear In mind
that the major concession Was granted to Rulers with 21 and 19 gun
salutes seventy-one and forty-four years ago respecnyely, and 18
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 reasouns constitute 8
strong argument for continuing both the existing coneesslions, with
the limitations to which they are now subject, but we could not
recommend thig course unless the major concession were at the same
time extended to the representative of the King-Emperor, the
Viceroy and Governor-General, who embodies in his own person the

authority of the Paramount Power.
inion that the minor concession,

432 We are also strongly of opi
f permanent salutes of nob

now enjoyed by Rulers in possession O .
o Y ded to all Governors of Provinces

less than 11 guns, should be extend

on entry into India to take up their appointments as such, and on
return to India from leave of absence.
our recommendations would require
and, if they are adopted, we think
taken of constituting the
ising in connexion
upon it final and

433. We understand that
legislation to make them effective,
that the opportunity should also be t
Viceroy the sole judge in the event of any dispute ar

with the concessions and of making his decision
conclusive.

gummary of Conclusions and Recommendations.
Losts and Telcgraphs.—We are unable to recommend acceptance

of any claims by States to share in the proﬁgs, it any, of the depart-
’ | hat all gueh receipts must acerue o an

‘ment, We are of opinion t
Government {NAra. 388).

be retained by the Federal

In view of principles alrea
India, we have mo recommen
guarantee system >’ (paras.
carried on by the postal departmen

rules (paras. 392—393).
We have arrived at the conclusion that the maintenance of

separate postal systems by certain States (Appendix VII, Sehedule A)
constitutes a privilege of a political and sentimental nature rather
than an immunity to which a cash value could be attached (paras.

dy actepted by the Government of
dations to make in regard to the
380~890), ‘'the banking operations
t (para. 391), or the mail robbery

'396—398).
’ made to certain States for

Free grants of service stamps aré
v gate value of Rs. 3,12,385 per

‘official correspondence up to an aggre



148

:;mum (Appendiz VII, Sehedule B). We recommend {para. 401)
. :

. (1) No extension of the econcession should be made to any
State which is not at present in anjoyment of jt.

(2) In the case of States which are now enjoying the con-
eession r—

{¢) no increase in the present  value of the conecession
should be made unless the right 1o demand such an increase
Is speeifieally conceded under existing arrangements ;

?

(l?) where the .existing arrangemeunts provide for a con-
cession on a varying seale, 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  seope for setting them off against special
contributions, endeavour should be made, by negotigtion with
the st-,;_t.gs eoncerned, to extinguish  them in retur;'n for a cash
composition.

Ifrivileges enjoyed by certain States in regard to free carriage of
their official correspox_ldence‘egnnnt be arbitrarily withdrawn, but
should be treated as immunities (para. 402), The aggregate value

of these immunities has been estimated at Rs, 71 1_
VII, Schedule ), 114,640 (Appendix

After SCl‘Utiny of the privilegos enjuy(_xd bv certain States in
respect of telegraph systems we are of opinion’ that these cannot
Justifiably be treated as immunitics. (Pargs, 403—406)

Coinage and Currency.—We are unabl
ance of claims for distribution of cur
units. (Paras. 408—409).

We examine the question whether the ivi i
4 ) ; privilegds enjoyed by
eertain States Jn respect of the issue of thejp own geurrenc']\-sshould
be trea'te_d as immunities on the groung that they may limit. by
competition Or restrietion, the free circulation of the federal currency.

After full consideration of the potentialitics of eurrene
8 source of profit we are ng, preparng tg reesmmend that rights to
issue metgllic currengy should by clawified ay immunities g t ard
ungblo to take the sameo view of 8 case where o o
also isgued. Tn the case of IIyderabad, the only S

€ 10 recommend any accept-
rency profits among federating

¥ imwyg Qe

we attach to this immunity g cash
per annum. (Pgras, 410—411)

We also recommend that in anv case w ing of
mints elosed_ under past agreemeﬁts for a“:ll:{giit:heter:n?p;?);gam
or the continued issue of metallic currency may be conside
Inimical to the interests of the federal currency, efforts should be
made to arrange by negotiation, that such op;erations should be
confined within purely nominal limits or to the production of coins
Intended for ceremonial ag opposed to currency purposes (para. 412)-
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] t Duties.—We agree with the _Peel
oms and e ble for States to abolish immediately
ms barriers which most of them

Land Cust and 1 ]
Committee that 1t 15 llxxnpfsmd o
1 future the lan :
ga;;ltﬁlf :I‘::;rthat it would be unjustifiable to attempt to buy out

such rights at the cost of federsl revenues. In thesq tc_lrcu:llfotlﬁtll?;
and having regard to the grievances.ar)smg out of ex1ls 1?g moma oo
and inequalities, we are inclined to i.avour the 1'_evmlovaf 0 rses ctions
on the levv of land customs duties 1 the relat}\‘e y t%w c:;etrogmde
such restrictions are in force. But, apa‘rt Yom een portrograde
and anti-federal implications of such a.mezmm“e, x;:e T
givings as to the consequemces which might enm}e ro the possible
erection of protective barriers. In so far, there Of;e7wta§hat e g
to formulate any recomnl(:‘(;ld:;tw;l, it ;ie;o a.fhein‘felital ah e
the attainment of the ideal of univers . |
refa:z::?ol;m:)f existing restrietions should be permltt'ted Wg{lﬁ(}; 11)1;
cases where there is no room for doubt that 'such ' ac_l?{n o e
Jjustified by local conditions and would not mw;lh esmst Ooncerned
repercussions on trade outside the territory of the State ¢

(paras, 413—419). ‘  evising arrangements

Y mmend any abrogation of existin er

for\‘t;ed:b;i?ztio;e?} the taxati(}m of salt by States or for the tllzll)o(liltltz;l(:
of transit duties. But all compensation payments NOw ini?me b
States in respect of such arrangements should, in our op iven, bo
treated gs immunities (paras. 420—421). For reasons g

pata. 492 it has not been possible to prepare a schedule detailing the

Payments eoncerned.

] ] ect of Sea Customs.—For reasons
givcs:lugzagarzﬁ?g—w-zs%’ﬁvfgecunafble to recommend agly 1pcre(as<)e
in the number of Rulers of Indian States who at prefient e:ﬁoyoogs
the major econcession of importing free of customs g% gof fssing
intended for their personal use, or (b) the mmor gogcig lwhen gemm-
their personal effects through the customs free of duty
ing 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
J

; (Governor-Genstal, e
no tonded 1) the Viceroy and v
alﬁ‘g a}:;m;!tég the extension of the mMinoer ¢encessiion to al! Governors
of Provinees on entry into India to take up their appontments or
on Peturn from leave of absence (paras. 431—4.32)~
We further recommend that the opportunity should behtalsen of
°onstituting the Viceroy as the sole and final deciding authority n;
the event of any dispute arising in connection with these coneession

(para. 433).
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CHAPTER IX.—CONCLUDING CHAPTER.
Introductory.

134. ]n Chapters 111 to VITI we have considered and made recom=

ndations on the matters specifically remitted to us. We have not
~-2n in_ terms directed to state the joint effect of vur several recom-
mendatlon:s upon the ecases of individual States, that is to say, to
propose individual financial settlements But the object of our
enquiry was to facilitate the creation of a system of federal finance
in \\:luch all units would contribute on a uniform basis, as far as
possible, to the federal resources. This objeet has “been in our
minds throx'lghout the enquiry, and we regard it as our duty not only
to summarise the recommendations we have made on particulal
jssues, but also to indicate in general terms how these ! could be

applied as principles to the settlements with indivi
entering Federation. with individual States on

Recommendations only applicable in the event of Federation.

435. We desire to say emphatically at the outse ing wo
h;ve proposed has any g‘ele\'ance to the position :ftg?;t;‘mi?n tghere
~should be any such, \‘vhloh_ elect to stand out of Federation. We
were constituted a Lqmmmee to deal with particular aspects of
federal finance, and, with one exception to which we refer in para-
graph 443, we were not empowered to make recommendations for the
settlement of financial questions outstanding between British India
and the States on any other basis than Federation. Our recom-
ng::::;onst }fel; condltto?edbby the assumption that the States will

ite ; are not to be taken by the ; is fo
a,lslsemon 9f claims ggainst British India, ?:a‘t)evs ai;r?ti:gﬂfnfﬁ: ;l:):
31 ned :;msggt;or;t ‘(\):r cm;m;)s aag.;aiinst lStates, either under the existing, of
ederal, constituti i
any other than a federal, relationship ut:::t):-’e:; :Ee the {)ir:sen'tl',b:;
: app}y only to matters which fall within the proposed éﬁ; :‘f' federal
%utgects_ and only there on the assumption of .tho acceptance O
ederation by the individual States concerned. We desire to make
this point clear beyond the possibility of miSunﬂpntanding '

No compulsion on States to federate.

436. Our enquiry has in the cecong

) , . place cded upon the
:Bgl}mtzt!.on that ne Btate can be compelled S)rolf:;mr thrmh'éﬂ
gz:]m.s dlts will. This agsumntion 15 one which is not open to dispute,
and indeed was the basis of all the discussions at the two Roun

Table Conferences. It has an important bearing upon the subject .

9f our enquiry. for we have not had to corsj Aiti

m}‘xposed- by one party upon the other, but ":Zih?l"fﬁ"?u‘égﬁé‘f yerms

gol(!h. m.our opinion. could be fairlv and I'Pastmablv accemed bv
th parties as the basis of a mutual and voluntary association wi

one another. We assume a desire on the part of each to emter into

an association, provided such a basis can be found, and our endeavour

_smmon interests of the States as ¢
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has been to do justice petween them after taking into account

ageertained existing rights.
Federation and the political evolution of India.

437. But though Federation between the States and I?rltlsb'lnd.m

cannot be achieved by compulsion, 1t 18 clearly a neqes;sa.ry -btlfg'e rig
the political evolution of India, and. the operation of forees eéro -
the control of either party must inevitably cause them to 'rtad
closer to one another. These forces, as we have already poin gn
out, are in the main economic, and we cannot d()l'lbt that it 1s 1ic
some form or other of Federation that a remedy for the e‘q(l)nonril
grievances of the States in particular will most SﬂtleﬁCtOlly‘ ?tlhis
effectively be found. The task of ﬁormulatlng a scheme for o£1
purpose would be infinitely easier if it could have been »beg\gg 1}1)
a clean sheet ; but the course of history during the laa:t 15 3;"1?1':
has brought into existence an intricate network of 1e1at1fon%h§ph
between the two parties the unravelling and read;ustmentdo “Bl('zh
must be accomplished before any advance can e .ma e. thh
political and financial factors are involved in this process. ﬁl F
the first we are not concerned ; our Terms of Refcrence are gqn ned
to the financial relations hetween the States and British India, }z:,nle
in our survey of this field we have endeavoured to COVET thehw pve
of the ground and to make our recommendations as compre ensi

and complete as possible.

The States not 2 collective unit.

; :th the difficulty that the States are
138, We air fa'CCd o it l‘lmlndia, and ecannot therefore be dealt

iti t like Britis: . o
lvlv(i)tt:lha gomlca-lh:)ll? Qur recommendations are intended to.plo"lde
the as a al for the making of individual settlements with each

materl o on the basis of a balance sheet

State on its entry into Federation ; f a balan
which takes account of individual “* credits 7’ and de_b;;cs.h ghire
would i . event be no short eut to a settlement with the States
ting 1 | neecssarily enter Federa-

o i1
by treating them collectively, for they w1 : v'
tion E; l:eg arate and individual agreements _w1th the Pa}ﬂmo’unlt
Power, in t‘r)xe making of which a number of varying factors, historical,

political and economic, will have to be taken into aceount. It is

¢ ! cense that it is possible to speak of the
only in a very general sense t ontrasted with the interests of

British India.

' aniformity of purdens and benefits in &
Diffoutty of seduind Federated Tndid.

there would no doubt be comploté

of burdens and of benefits, and

to give effect, so far as possible,

which an Indian

439 In an ideal federtll_ system
uniformity, if not equalization,

existing federal constitutions geek :
j inei cireumstances 10
Peain principle Bt e in the true sense of the word,

ederati e,
’ ation has t0 be created a7 hich no framers of anv federal

i tures W b
m;&:;l g;:zenthiﬂt;:‘:-to had to take into account. Federation
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{)mts 'almost invariably occurred elsewhere as the result of agreement
.edv;een homogeneogs and comparable units, either comple

Independent or owing allegiance to a common sovereign. E

constx'tuent'element surrenders certain of its powers to a ne;v body,
:Eé);eizﬁ(tiatvwed()fhthem all, to be exercised by the latter for the com-
it Occbupie’s dtrlllent (;qu l't retalns: its uu.tonomy in every other respect
mew i ceforward a position of general subordination to the

eleﬁgﬁtiua :lldl& tﬁle process will be wholly different. The federating
Clen Wealthe not homogeneous, and vary infinitely in area, population
and wealth, 'i‘ll(l)r %o they: all stand in the same relation to a common .
s gu. e Rulers of the States already exercise sovereignty:
e provinces of British India are not even autonomous ; an
tho'ugh the provinces will attain autonomy, the Rulers o(; the S’tates,
;a; 5 tf)tg vervy limited extent, will not cease to exereise sovereignty )
¥ suixl'g nl((;n \:111 not be accomplished in the case of the provinces by
2 suren a}t{er 0 a new organism of powers which they already possess i
‘ e thf; tom} of a devolution by an existin / anism of
so}x:eerrs t\ghléh 1t has: itself long enjoyed. yLastl\" Aoutsgi'deo:ge f:del'al
tg e : feger;?te:r“ 1]1_{101; oceupy in any sense z;'position subordinate
et pderal “gB:DISI.I‘l, but .wnll.continue to exercise the rights
other autflogit O am yirtue of their sovereignty unaffected by any
e author 3' save thgt ot'the Paramount Power Such is the
fedaeral constliltutci(())lxlxllg)e:lItr“l.d?zf lif:Sel)tl;:)l)lelm Which the 'framers of an&;
: av solve. It is th arens
z:' teheu gilitsit' that the ideal represented by the princi&zef,(;rﬁ;ilf)grmity
qualization of burdens and benefits is one not likely to be easily

attained, and no useful
recognise existing facts, purpose  would be served by a refusal

no#ghlglgef‘i%g;grieg :llgxsﬁ sI}:;:lvf'n usdth:;t uniformity is now wanting
N ; ia and the § N

Deoween one State and another. As between Beiton Tndia and e

differences of po(l)itig;lf:gﬁltty ansez from obvious and fundamen

. . structure, § regard o

tributin. ek, Saapters of this Report dealt hoth with the o

already makelc ,(lin one form or another, they, or somé of them,

to central rev and also with the immunity f; tribution®

0 ral revenues which they, or some of ihemm:: p:g:em enjoy:

that territory, however j

ory, it may be cale i s
s ontibion. D0 Uty s e
! on, as between the contribhuti inei
Is arbitrary and une the weapine States the mmdoundw

qual. Und

}Jl;at ;c]hglrlg are States which, bl;r E:rl;x-ttnl:: :fcf,’é‘; heqdhwe h“ti : -‘
doyso 'oallg.l%h towards central salt or customs tryévl:g - orh‘;le others
which’ others ?os%?)l: alrxi‘ohenjOy'certain o unities o?;:;s‘ivmpm T
distributed betwon the S?: t;e&her benefits nor burdens are evenl
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Principles of adjustment of contributions and immunities in
the case of individual States.

442 British India is mainly concerned with the aggregate of
the States’ contributions and immunities, and not with their un-
even incidence as between the States infer se. The States, how-
ever, must enter Federation as separate units, and a balance
sheet will, therefore, be required in the case of each individual
State. Here certain difficulties require consideration. In the
first place, it is clearly impossible to set off the debits of one
State against the credits of another. In the second place, though
it is natural and indeed inevitable that a State’s credits should be
set off against its own debits, there are some States who have only
credits and others only debits to their account. It is scarcely to be
supposed that a State will be willing to enter Federation if it has
much to lose and nothing to gain, as must clearly be the case 1if 1t
is to be debited with the full value of its immunities and has mno
credits on the other side of the account. These immunities or
privileges 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
present situation have their roots in the past, and their existence
must be recognised. Central revenues will not be affected thereby
to any greater extent than they are at present, and this is clearly

a case where insistence upon uniformity will not only fail to ad-

vanece the cause of Federation but might gravely prejudice it.

intend to suggest that a State which
we in the enjoyment of privileges or
immunities which are definitely inconsistent with the federal ideal
and at the same time claim remission of tribute or other contribu-
tions on the ground that these are of a feudal character or are
unknown in other federations. We recomm{and, 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
10 the extent of the balance. In one case only we do not recqmmend
the application of this principle, namely, that of cash contributions
in excess of five per eent. of the revenue of a State. The remissions
which we have recommendecd in this case are intended {o be 1mme-
diate, that is to say, prior to Federation, so that no question of
““ oredits '’ and ¢ debits *7 arises in regrard to them.

443. We do not, however,
enters Federation can contin

Application of principle illustrated.

sible cases will make clear the

444 Three illustrations of pos
tions would work out. Thus :—

manner in which our recommenda
(i) State A pays 2 cash contribution of Rs. 10 }akhs and
enjoys no immunities. State B enjoys an immunity valued
at Rs. 5 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
L

La890SEC(WOP)
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btate A W lll be ren ll ©( ms t b b I)e
1 t 1 b\ m el tllel‘ 1Ires ct“e
. ﬂ] (fnt\, 1 >
A\Y hEAh("I dta[(’ I) 5 lnllnllllﬂ\ 18 (Ollfn\ll\ (1 Ol "()t.

OH(EZG(?\Z?)?O? is enltlxtlcd to a eredit of Rs. 5 lakhs annually
a cash contribution ; it als jovs i ities
of the annual value of Rs. 3 lakhs. so enjoys immunits

The maxi issi i
Be 21&1;11::18?1 r01'11'1sr51<]>n 10 \\'hlclh‘ St‘atc (' will be entitled will be
s0 long as the value of its immunities remains unchanged-

on( 'ile)eﬂ?ltx;ttttoil')um]“1“:““'1 to a credit of Rs. 4 lakhs annually
¢ sedec (’)'Pn()l'i(’.i . l[ ﬂl.' [ ey
the annual value of Rs. 10 lakhs.’ so_enjoys immunities O

Stat i ; S
on 8202u;:t]l(1)1‘cz:(t]‘endu$etlg. i«in.ll)y its immunity, but will reccive nothing
- ories so 5 . . ;

is not less than Rs. 4 lakhs annualll(;?g as the value of the immunity

Effect of Recommendations on Federal Budget

145 .
cstinetion of cxelits nd ihe nevenamasst b e
£ A aceeptance of liabilities
gssﬁfﬁlgf?jn’fﬁfu&sé in .the case of cash colxilttr‘i(;;u?itog: e(g:pen“
by their gradual reli'm'e placed At the disposal of the Federationl
direct payments fro 1ssion, and in the case of ceded territories
Thus the cash cont ll? the Federation to certain individual States-
receipt, while th ributions from the States would be a diminishi
o o e yearg Il))? ments n respect of ceded territories would £0F
Again, there are St tezn Increasing liability on federal resourcess
federal revenuesL ah" hWthh enjoy immunities at the expense of
linquish, even in,r“; lch they have shown little inclination to re
far as we have be : m[;n for cash compensation. On the figures %0
we have made noe:a.ltta le to ascertain them (apart from those Whi
the States towards gg}gxtlct: :ssnrl:!l;:i;esu: 1(11 as the contributionst:f
sented by the Indian Sta

Forces), the gross a

mount of th . A

federal revenues will not in an; cg:ﬁ‘ug’:tnbutmns of the States
(or Rs. 59 lakhs, taki tances exceed Rs. 63

special or loecal purposlg)mt?l‘;::eogtu contributions now allocated 2
o res are arrived at after dedd®

tion of the immediate remissions (approximately Re. 12 lakhs) whi

ever, be entirely extinguishe

:_utstandmg In account gwith Eclheg‘ocolr'i)tl:-ti;b ting X smmunites
ime the entl.'y into Federation of i 2 and
recgmn_xendatlons entitle them to o
extinetion _of cash contributions d
ceded territories which mj ht ap o
Rs. 37 lakhs, BT amo

446. But
and 'privlillegaésn::tl‘n l;ﬁg zip%ii:?so?'i:}, colgtinue to enjoy jmmunitie®
a ) 1e el . X v
,&iﬁﬂﬁ;‘;ﬁl‘*gﬁo‘;‘?gt“btitnon in return.e Tﬁ%:r:t:: !:)n‘iv;utllzn(t)urm

i . > Drovide only a partial re s ol
uniformity of contribution, hut they :’lgi{mfxor tgfa te:x:;xen& want ¢

eceive, pari passu with the
nnual payments on account of
unt ultimately to approximatéV

)}
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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, 10
state the exaet sum which this additional burden repfresents, 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-
On the other hand,

tributions so long as their immunities remain. O ot] '
we have made recommendations with respect to immunities which,
if acecepted, would result in a substantial addition to federal revenues.

447. Tt is right, however, to point out that the jmpossibility of
securing uniformity in the first stages of Federation was fully recog-

nised in the proceedings of the Round Table Conference, and our
ion of securing 1t as

recommendations have gone as far in the directi :
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.

448. Finally it is not irrelevant to observe that the States who
enter Federation will be called upon to share with the provineial units
in the cost of subsidising the deficit provinces, which will stand in
very much the same relation to the Federal Government as those
States which enjoy immunities and make no corresponding contril-

butions in return.

Concluding Remarks.

stment has been made and every
tioned has been taken into account,
e against British India, even this

i8 not the last word. By the very fact of their entry into Federation,
the States make a contribution which 1 not to be weighed in golden
scales. We are far from saying that the ﬁna:_lclal aspect of Federa-
tion is not of very great importance, especially in these difficult
times ; but it is necessary also to preserve a sense of proportion, and
to view all the elements of the problem in due relation to one
another. It is on these grounds that we justify the recommendations
in our Report, which represents an honest endeavour to do justice
between the parties and to establish a fair and equitable basis which
both of them can accept without prejudicing either their interests

or their self-respect.

449, But if, after every adju
consideration which we have men
there is still a substantial balane

J—

450. t in conclusion, express our great appreciation of
the servicevsv f,f"ﬁ Qecretaries, Mr. K. S. Fitze, C.LE, of the Political
Department of the Government of India, and Mr. P. J. Patrick,
of the India Office. Their industry, their ability and their wide
knowledge of the subject-matter of our enquiry have been invaluable
t0 us, and we desire to record, and that in no formal sense, our deep
obligations to them.

OP) , L2
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451. We wish also to thank both the British i
E an
?xf zfggi:n;:gl clerieal staff. Thg conditions under v.flhilcxllxdlttllxl;ymv‘:'x::!gtﬁ
in India » Te necessarily exacting, and the speed ang efficiency with
il y p're.pared and arranged the mass of memoranda and
sties on which our Report iy founded were bevond praise.

J. C. C. DAVIDSON.

R. I R. GLANCY.

HASTINGS.

HUTCHISON or MONTROSE.

MAURICE GWYER.

CHARLES STUART-WILLIAMS.
K8 FITZE J. R, MARTIN.

P. J. PATRICK, ; Joint Seerctarics,

London,
1st July, 1932,
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS.
CHAPTER III.—-CASH CONTRIBUTIONS.

We deal in this chapter with the type of contribution generally
f‘m‘own as tribute, payable to the Paramount Power (paras. 3¢ and

EYDR

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 charae-
ter, the last two from the restoration or grant of territory, or the
maintenance of local corps, police, ete., for special and local pur-
Dboses (para. 42).

Under {2) we distinguish two classes, the first comprising contri-
butiong acquired by conquest or lapse, the second, contributions
assigned by treaty (para. 43).

The contributions are, in general, not of a feudal nature, and the
Principle of uniformity of contribution to federal resources, rather

han any argument from feudal analogies, provides ground for
Temission (paras. 63-64).

We recommend for remission contributions falling under the first

ree classes which are not in return for material assets or for

8pecial or local purposes (para. 65).

We hold that territory, as opposed to land held as private pro-
perty. should not be considered a matgnal assgt,” and we recol-
mend that the fourth class of contributions be included for remis-

sion with the first three classes (para. 71).

We find that contributions for special or local purposes require,
in general, further examination and deeision on prlpcl_ples 1qd1cated,

ut we have provisionally classed them for remission, with  the
exception of the contribution from the State of Baroqa, paid and
used for the police of the tributary areas (paras. 73-75).

We also recommend for remission contributions aequired by econ-

quest or lapse {para. 76).

We pecommend that the assigned tributes .speciﬁ?d in Appendix_
IIT, Class (7) should revert to the States Whlgh assigned them pars
passuy with the remission of those directly acquired (paras. 82-83).

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 tri-
butes already remiited should be removed or relaxed (paras.
84-85) ;
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under the present Agreements should be reopened in order to diminish

the importation of foreign salt a id 1
linbilitig, (oo 215-2183). nd to rid itself of compensatory

To the extent that certain States, or their inhabitants, would
under existing arrangements be exempt from contribu’ting to
federal revenues through the incidence of the salt tax. we find
that they are undoubtedly in enjoyment of immunities. These
Immunities, as ecaleulated by us (Appendix V) amount in all
to Rs. 46,06,0572 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 (pax:as. 219-222), though, as will appear from Chapter VIII
some of them constitute inimunities 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 Statcs
concerned should permit collection of the federal salt duty by
federal .ofﬁcers at the source of manufacture, together with the
apphca’.clon of such administrative regulations as are common to
the maintenance of salt works and the movement of salt through-
out India, g

CHAPTER VIL—SEA CUSTOMS AND PORTS.

After setting out some of the difficulties in the w ingi
€ t ay of b
the views of the States with regard to their ports i};to h;lrlng(:!?g
w1th'the requlremer}ts of Federation, we give 3 general account o¥
all the ports belonging to the maritime States (paras. 239-250).

The Treaty rights of Travancore and Cochin i
¢ g _ n the port of Cochi
are deseribed, with special reference to the [nter-por&l Conve(l)xi?(iz

325?;?65 and the Four-party Port Agreement of 1925 (paras. 251—

We examine a claim by Travancore under the Convention of 1865
and give our reasons for being unable to regard it as giving rige :“')

‘* ascertained existing rights !’ ithi
(paras. 266275y g rights within our Terms of Reference

We note the value to Travancore a i
. ) \ t > and Cochin at the i
of their ascertained rights under the Agreement of 192psre;f§3t£?;

attention to various factors which may g i
. Y subs
value in the near fuinre (paras. 275—283), pstantially affect tha

After a general description of the Kathiawar i ;
the history of the Viramgam Line, of its abolitig)r?nily?sigi"l e
its reimposition in 1927 after the failure of the Mount A’band of
ference, The action taken by the Government of Ingj on o
representations submitted by Nawanagar, Junagadh 1&8 on the
Porbandar after the reimposition of the Viramon Li orvi and
described (paras. 284—311). mgam Line ig also

An account is g

iven of i .
(paras. 312—317). n of the special Treaty rights of Bhavnagar
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characteristics and trade
Verawal, Mangrol, Por-
and of the value of the
the reimposition of the

An accovnut is given of the physical
ot the ports of Bhavnagar, Jafarabad,
bandar, Okha, Bedi Bandar and Navlakhi,
customs collections retained by them since
Viramgam Line (paras. 318—336;. ) ;

We give an estimate of the yield of customs collections by t.he
maritime States of Kathiawar on alternative assumpt{)onsﬂ.l——;
(1) that the Viramgam Line is maintained as at present, (2) . at
the Line is wholly abolished, and (3) that the Line is advanced so
as to divide the inland States from the maritime States of Kathia-
war (paras. 337—345).

We survey the existing position in regard to cer
time States outside Kathiawar, viz,, Cambay, Janjra, Sava
Cutch and Sachin (paras. 346—355).

We examine certain special claims by Baroda (paras. 35 .

The special cases of the Treaty claims and rights of Hyderabad-
and Kashmir are dealt with (paras. 361—368). t

W in the difficulty of making any estimate at the presen
timeeoé3 }?I)llea value of the e}:’{isting rights of maritime States (paras.-
369—374).

We recommend t

certain other mari.-
ntwadi,

6-360).-

hat ‘negotiations should be begun for the pur-
chase of the rights of Travancore and Cochin in Cochin port and

that steps should be taken to adjust the difficulties which arise fromr

the present divided ownership and jurisdiction of the port (paras.

375-379).
i - v d ourselves

ns stated in paragraphs 380-381, we fin
unlzgfe I;iai(:acommend that any offer should be made at the present
time for the acquisition of the customs rights of port owning States,

ini i Federation is

the opinion that the ideal of a true y .

dif‘;:(l}llfx&re::coneile with the retention by any federal umit of

customs duties collected at its ports, but we recognise that no mari-
time State is likely to relinquish this right (paras. 380—381).

maritime State may be t.herebfv prevented frqm»
en{:ri;?%'eg}g;t?:n we recommend for consideration a compromise
ent under which such States would be enabled to retain
?ﬁagfﬁi on g00ods imported through the}r own ports for consump-.
tion by their own subjects. We recognise that no such arrange-
ion by ther the consent of the State eon-

de, except with s '
L%:ﬁidcogvllilergeitrg ﬂeffeet wg)uld be to curiail Treaty rights (para.

s ; ‘ 14 b
i ‘hich sueh an arrangement couid be
We discuss the methods ¥ & b whether it would necessarily”

and the question 1t
e of in(,lspection or supervision of customs ad-

anthority (para. 383).

CHAPTER VIII—MISCELLANEOUS IMMUNITIES.
s.—We are unable to recommend acceptance”
to share in the profits, if any, of the depart-
that all-such receipts must acerue to and
Government (para. 388).

made effective,
involve any measur ;
ministration by federa

Posts and Tclegraph
of any claims by States
ment. We are of opinion
be retained by the Federal
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In view of principles already aceepted by the Government of
‘I‘ndla, we have ng recommendations
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 Stateg (Appendix VII, Schedule
A) constitutes g privilege of a political and sentimental nature

rather than an immunity tg which a cash value could be attached
(paras. 396-398).

Fx:ee grants of service stamps are made to certain Stateg for
official eorrespondence 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 ;—

(a) no increase in the present value of the concession
should be made unless the right to demand such an increase
1s specifically conceded under existing arrangements ;

(b) where the existing arrangements provide for a con-
cession on a varying seule, steps should be taken, by nego-

tiation with the States, to substitute a fixed figure.

(3) Existing concessions should be treated as immunitieg
and, where there ig no seope  for setting them off against
special contributions, endeavour should be made, by negotia-
tion with the Stateg concerned, to extinguish them in return
for a cash composition

Privileges enjoyed by ecertain States in regard to free carriage
©0f their official correspondence cannot be arbitrarily withdrawn,
but should be treated as immunities (para. 402). The aggregate

~alue of these immunities has been estimated at Rs. 7,14,640
{Appendix VII, Schedule C)

After serutiny of the privileges enjoyed by certain States in
Tespect of telegraph systems we are of opinion that these cannot
Justifiably be treated g immunities (paras. 403-408).

Canage and Currency.—We are unable o récommend any aceept-
ance of claims for distribution of curreney profits among federating
units (paras, 408-409).

We examine the question whether
qertain States in respect of the issue of thejp 0Wn currency should
be treated as immunities on the ground that they may limit, by

eompetition op restriction, the free cireulation of the federal
currency.

the privileges enjoyed by

After full consideration of the potentialities of currency issue as
@ source of profit we are not prepared to recommend that rights to
issue metallic currency should be classified

unable to take the same view of a case where currency notes are

to make in regard to the
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I le in possgssion
.asued. In the case of Hyderabad, the only ?‘:astljo:ﬁdpbe pesion
atee l‘ss?ioﬁble right, we have to recommend tha.tn A oo mote
o(flt:;san ‘immunity. On the basis O'ft po;;u}:aatslﬁ a0 ot approxi-
e - 3 0 unl y
ed tion we attach to this imm ¢ '
miﬁa le. 17 lakhs per annum (paras. 410 411) o
e case where the reopening Os

We also recommend that in any or a definite term of years,

i ast agreements f sidered
mints doi%c(iiml;:d(ll erisfuetofgmetallic currency ma)éfol;'is csohoul d be.
or, tl}e 10350 the interests of the federal currency,r;itions Saoid be
mn:incaéo arrange by negotiation, that sueh OperOduction of coins
ncl)glﬁened within purely nominal limits or to the Pr ourposes (para.
fntendéd for ceremonial as opposed to currency

412).

: el
_ . ee with the Pe
Transit Duties—We agree Wit ediately
C Lanqttg: sﬁi’é‘f i%n;zs impossible for States to ::)Ifilcllslhn:f;?of them
oo future the land customs barriers t to buy out
e e ihat it would be unjustifisble to _attemp
maintain,

. In these circumstan-
such rights at the cost of federal revenues B e ot existing

3 aris
ing regard to the grievances the removal
ces, and hav(lin%eqﬁalities, we are inclined totﬁzvgrlllrthe celatively
anomah?st_z:;s on the levy of land customs dutie
of restrict1

okl rt
o 1 in force. But, apa
restrictions are still 1 mea-
few cases where ;uc;lnd anti-federal implications of Slilc'hhami ht
from the retrograde as to the consequences which mig

i iS ivin S . : S0 far
sure, we entertain MisgIvVIng £ protective barriers. In )

. ] 0 " . .
ensue from the possible erectlo(I)lrmulzal’ce any recommendation, it i

to f . 3 al
thereforff, ats t‘}lv:t a{)in?l?rlxsg the attainment of the ideal of univers
to the eilec )

' isti icti Id be
i ting restrictions shou
i relaxation of exis Dot C o
internal freel tli‘id(;ses where there is no room (;for o(xiﬁgbrtlot At sue
permitted on){) sustified by loeal conditions anthw o e
anson Wou!gusergpercussions on trade outside the ‘
risk of seri \

s, 413-419).
ned (poras. 413 isti
State concer ' mmend any abrogaﬁon of eXIStlng ?r:aﬁlgeelgg(?ﬁ?
We do not ‘rie(:)f the taxation of salt by States Ogntg now made
for the 1? l:;};goduties. But all compensihqo}?oullc)la%:ln our opinion, be
s r MmMernts s } i 1
:lc)ogﬂtgies in respoct of such ACANRLD o1y, For reasons given in

ities (paras, e a schedule detailing
treated as IS cen possible to prepare a ‘

:t has mot been p
para. 422 1t

erned.
the payments wone —F'or reasons
. sions in_respect of | Hel )Custon:ﬁi any increase
Gouttesy COMZ%BAZE) we are unahble 10 rewnltme esent enjoy (a)
given in p%?rs'of Rulers of Indian Statesogvlggs’gogg duty all goods
i * . M roQ .
;1111 ﬂ:za?::l concession of importing fle(b 3 the minor concession of
e

; 1 use, oOr
intended for thelr %‘irsgfrfl:gts thl"ough the customs free of duty
erson §

passing their P India from abroad.
when returning 9 tinuance of both concessions on thg ‘
mmend the G%I}ect to the condition that the major 0;11
but only st %o the Viceroy and Governor Qenerto-
. ean%}?g exotension of the minor concession

te

We reco
existing scale,
should now b
We also advoca
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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 con-
vessions (para. 433).

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 providing
for a uniform distribution of benefits and burdens either between
the States and British India or between the States themselves
(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 prineiples which we have proposed in the foregoing
Chapters ; but that, whenever it is proposed to remit an existing
cash contribution or to give eredit for the cession of territory, the
value of any privilege or immunity enjoyed by the State in ques.
tion should be set off against the proposed remission or eredit ; and
that no remission or payment should be made unless the credit ex-
ceeds 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 recommendationg would
impose on federal revenues an ultimate gross burden of approxi.
mately Rs. 1 erore 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), :

APPENDICES.

165—166
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APPENDIX L

Extract from Repori of Federal Finance Sub-Committee of Federal Structure
Committee of Indian Round Table Conference, Septembet—December, 1931.

__We have, subject to certain reservationsy
proceeds of taxes on Income,
for the Federal Government.

18. Provincial Contributions.
proposed the allocation to the Provinces of the
without, so far, any corresponding reinforcement
If the Expert Committee unexpectedly found that Federal resources were such
. a8 to give a secure prospect of recurring revenues qufficient 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 Tncome-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 Plthel‘ on the basis of their respective revenues or of population, O
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.
le_ferentia.tion 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 it8 position improves, to reduce and ultimately
extinguish these Contributions, but the constitution should gpecifically pro-
vide for their extinction by the Federal Government by annual stages over &
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 bave 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 10 consider what the States’ contributions are, or may be;
but, at the outset, W® would lay down the general principle that, subject to
o exoeptions © pocified below, the direot or indirect contributions from
t.hmemsmtes roforred to at (8) ghould be wiped out pari passu With the Pros
vinoia] Contributions meontioned in the preceding paragraph.
Coniribulions from States and Ceded Territories.—The direct or

18, Cash
indirect contributions from {he States just referred to may arise, or aro alleged

t0 arise, under the following heads i—
(i) cash contributions ;

(ii) value of ceded territories ;* and
(iii) contributions in kind for Defence by the maintenance of State

Foroes.

(i) Cash contributions from States (till recently known as tributes) have

isen in many different ways, and it has been impossible for us to examine
the oases of individual States. Nevertheless, we think that there is, generally
king, no place for contributions of & 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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APPENDIX I—(contd.),

'propose that they should be wiped out i
I : y ok pari pas i inei .
butlo‘ns dmeqssed in paragraph 16 above. Z]ilezzwv;ﬁ]; ?ﬁe Frovincial Contri-
A;:ﬁrmgx cases in which real hardship is inflicted by the ,reI:tf:e‘ A to_ue to be
o urden of the cash contributions; and we gu oo maguitude - of
possible, without excessive loss being thrown on t%]geStF (;hat Covaight bo
t(f) remit at once that part of any contribution which isem ederal vaemment,
;h.tge ltlotal revenues of a State. Apartfrom this, the ec!'icess of 3 per cent.
ich the contributions have been levied vary so mu h ircumstances under
ior the Expert Committee to undertake (what it has lfeenth-at 1t is necessary
% execute) a c!etgﬂed examination of each individual impossible Jor us
above general principles in mind, to express an opini case, and, with the
equitable treatment for each of the States in q\IestiOnp ion a8 to what would be
(ii) Without the necessary statistics, we ar :
. s We & i 4
,::151 cl;lanﬁ O'fd the Statgs 't.ha,t,. through ha;?nzn:e%:d tt?er I;Iégestlgate in detail
il Ose t;hq\tut l?tmhg: a liability in respect of Federal burdensry’}iome of.them
propose tha e ‘xperb Committee should examine the wh‘l e Bain We
»prono;mf; an opinion as to the equities in each individual case o uestion, and
19. State Forces—(iii) Any attem '
) . pt to assess th i
-Sﬁeﬁat}oril of the State 'Forces would raise m&nye ig?g? c‘:al value to ‘the
Mm(éa it has bgep 1mpossnb!e for us to enter. Close con: fmnl‘oblen'xs thto
; ryl Authorities and with individual States would b ultation with the
“agi};i tso lfltlon of this problem could be found. The mainienec before
ab tl}:‘ ok Fhﬁ: Forces is at present optional for the States oongery . el
- Fm it likely that, before any credit was given to a St tconcemed; and
‘ 0 Force which it maintains, the Federal Authoriti 4 on Bccount of
wish to prescribe :— ies would, at all events,
(a) That the Forces should be i
. b efficient accordi
whlc_h the Military Authorities should be the j‘clgl'dexng 30 & standard of
req1'nred for purposes connected with the ge ge: and should also e
India ; and general Defence scheme of
(b) that these Forces should, b
. . , some
available for services to be de,ter{n’ﬁned b;?:;anent arrangement, be made
tics, competent Military Authori
In any case, we regard this a -
3 8 separate i i
up  bet s Y 8epa; question
m%nt ‘;:V:ﬁle‘ og;ehahxftliht:g; t'}llnd ) I*;lma:ilcxal SAuthorities Woh}wtlllle Sg:(lili;i lbeG weken
me ) the individual States o a. Govern.
:}lilenl;a;iigi; z;ggc éirlllggcml ag]ugtment should be a ml;tt:?eofoiher. . We biurthar
" . and should be ' argaining betw
the lineo of () and (5) of poragraph 17, reated as a separate matter—noteg:
oI Egi.aMarat%me Swte&_ and Kashmdr._The States, bein
o e, oo 00 o e koo cxtasal Coog
. s wo feel that it is impossibl ! oatornal - Gusto
of whichi they are already i mpossible to doprive States of ms
dowa is that. i ol oo Y in possession. One principle whj - of revenuo
ages, the Import tariff pe which we woulg
lese than that at Povts,i 1 it the States’ ports sh o
Sta tts in the rest of India. Th ; L8 ould be not
takt:rf Z%Zgldb ;gl;ehee t% dthcladmmistration of Cuztc?n‘rse“:;n t\}:l{eth;r aritime
bt ardl he Federal Department is obvious] e torts being
Our gexolzxfl}sc‘;:chmt,the sfhere of our enquiry, Y one of great importance
. 0 eption of the problem i
‘which : - fhe problem i that i
thatc an‘;'ag}éciwit)?lz ltn tlile different cases, must btah:al'g;atlesth oy st onte
t : s 8 to what are the existing ri 8 they stand
in which they are now in di ing rights of & State, j od, and
. ispute, should b . » 10 those insta
Loest, posible delay, and not by the Expert be determined separately, with the
at atter should investigate the position i mittee. We think, b
existing rights, and sh Position in each State PG
ould bo rort should express an opinion ag to on its ascertained
Tiould be word vz e for the Federal Government to ﬁwhat commutation it
.the Committes of any special privilege which it otier fo the State for
mmi might allow for any contributio Dow enjoys. In doing so,
08 of special valne which a

- bearing
teade at the porte o
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APPENDIX T—(conid.)s
State may be making to the Federal resources. Witk this opinion before
them, we think it should bo left to the Federal Authorities, if they think fit,
to negotiate With each State for the surrender of existing rights. The Expert
Committee 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 guestion arose,
a8 puggested in paragraph 14 above, of the Tederation’s distributing surplus

revenue over the Federal Units.

APPENDIX IL .

Memorandam to all local political authorities for distribution at their discretion
to all Darbars interested in financial questions falling within the terms

of feference of the States Enquiry Committee.
It is essential that all darbars interested in the Committee’s activities
Committee of the

should read (a) the Report of the Federal Finance Sub-

Round Table Conference, 1931 (copies of which, it is understood, are being
Government of India) and (b) the

distributed by the Reforms Office of the

first of the two lotters addressed by tho Prime Minister to the Committee’s
- Chairman on 16th December, 1931. This letter contains the Committee’s
terms of referonce. It was published in the Press throughout India on l4th
. January, and it is understood that copies have since been oirculated by the

Government of India.
2. The matters thus committed to the Committee for examination fall into
two main heads :—
present enjoyed by certain

(@) Certain privileges or immunities at
States. These mainly relate tosea ocustoms 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, snd Kashmir, under a special treaty, obtains a refund of sea

in bond. As regards salb,

customs duty on goods imported into the State
ly their inhabitants from local sources of manufacture,

some States supp ¢ \
others. obtein 8 free grant of salt or a cash compensation in consgideration
of their having suppressed, or made over to the Government of India,
local sources of supply. In the matter of posts and telegraphs many
states enjoy privileges not enjoyed by local governments of British Indian
provinces inasmuch 88 they agreements entitling them to the free
carringe of their official correspondence or to a fres grant of service stamps.

(%) Certain contributions of a spooiel oharacter which many Btates are
now meking or have made in the past to tho resourcos of the (?’t)::l;)nmen.i.a

ntes

of Tndia, Those consistin the main of (1) eash ﬂt_mtuributiona or
rritories coded in the past in Paturn for guarentass of

and (2) value of to 1 for :

protection. It may further bo held that the foroes maintained by cortain

States aleo constitute a contribution of this kind in cases where they

possess a dofinite all-India as opposed to & local value and have assigned

to them service of this character.

3. In regard to the privileges and jmmunities referred to in paragraph 1 (a)
sbove, the Committee 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 sontinuation under federation. In the case
of onatoms it is partionlarly desirable to collect the fullest and most acourate
statistics of collections or Tecoveries in Tecent years and any information

"on future prospects in regard to the development  or deterioration of
ooncerned. salt and Posts and Telegraphs, - the
diffioulty,

In the case of ]
hould be'a matter of little
. -

presentation of the necessary information s

t
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4. On the assumption that the States concemmed will naturally desire the
ocontinuation of these privileges and immunities to the utmost possible extent,
Darbars are invited to set forth in detail their arguments in support of this
proposition and refuting, in so far as they desire to do so, the contrary pro-
position that the Federal Government ought to be in a position to absorb all
revenues from federal subjects and that all federating units should, so far as

ible, bear these burdens on a uniform equal basis. It will be borne in
mind that this latter proposition is the main basis for the suggestion that the
special contributions (tributes, etc.) payable by certain States should not be
allowed to continue under a Federal Government.

5. The information which the Committee desire to receive in regard to
these special contributions is as follows. As regards cash coniributions or
fributes, they desire to receive from each State concerned a statement showing :—

(a) The amount paid (in British rupees). T
(b) To whom it is paid (i.e., to the Government of India or to another
state). )

(c) A brief account of the origin and purpoees of the payment.

(d) The proportion which the contribution bears to the total normal
revenue of the state concerned.

(¢) Any arguments which the state may desire to put forward to sup-
port a request for remission.

6. As regards ceded territories the Government of India have already
arranged in practically all such cases for & detailed examination with a view
to identify the areas in question and to estimate their present value. The
results of these enquiries which have been carried out in consultation with the
States concerned, are expected to be avilable very shortly and will be supplied
to the Darbars who are requested to forward to the Committee any comments
or criticisms which they may have to offer as to their accuracy and also, if
they so desire, their viewsas to the kind of action which might be taken to
rectify any grievances or features in this connection which appear to them to
be inconsistent within equitable system of federal finance.

7. In the case of any cessions which are considered to come within the
scope of the Committee’s terms of reference, but in regard to which informa-
tion has not yet been collected by the special committee appointed by the
Government of India, the Darbars concerned are requested to forward full
details of the arcas in question, the circumstances of their cession and any
available information bearing on the question of their present valuc,

8. Tn the last paragraph of the Prime Minister's letter to the Chairman it
bas been loft open to the Committee to take into account any existing facta
in tho financial or contractual relations between gtates and the British
Government in Tndia which are not specifically mentioned in the terms of
referonce but which seem to have s closo bearing on the financial position
of states it o faderal India,

While it is conceivable that financial grievances may be brought to the
notice of the committee the rectification of which may seem to them a reason-
able requirement as part of the terms on which a State would adhere to the
federation, it should be assumed that the Committee’s interpretation of ite
terms of reference will ordinarily be narrow rather than broad.

9. It is hoped that all States interested in any of the above matters will
make every effort to ensure that the material required, as indicated sbove,
shall reach the Committee in good time before any oral discussions take place.

There is no objection to such material being forwarded direct, to save time,
to the Becretary of the States Enquiry Committee, Cymp, Indis, but copies
‘should be simultaneously supplied to the Political guthority or local Govern-
ment concerned, If these latter have any oomments to offer theweoh, they
mmwﬁd kindly to communicate them o the Commitice as so0n as
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APPENDIX IIL
CASH CONFRIBUTIONS.

SCHEDULE A.
Contributions imposed or negotiated by British Government :—

' (1) in acknowledgment of suzerainty, including ‘ob]iga,tions hto . 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 2 State * contingent
force ” or other form of military assistance ;

(3) for maintenance of a British  subsidiary force ” ;

_ (4) fixed on the creation or restoration of a State, or on a re-gi‘:;‘; on
increase of territory (including annual payments for grants of . on
perpetual tenure and for equalisation of the value of exchanged territory) ;.

(5) for apecial or local purposes, such as the maintenance of local corpss
police, etc.

ScaspuLE B.

Contributions originally paid to another State, but subsequently acquired by
the British Government :—

(8) 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 :—

D i wledgment of suzerainty, including obligations to aid and
Prgtloltnona&?gneegge, and to give subordinate co-operation on the other.

Serial

numbey in Name of Amount.

Lppendia State. Ras. Remarks,
Iv. '

Rajputana Agency. e Tooaty of
: i . 40,000 Tribute payable under Treaty o
135. Bundi 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.




172

APPENDIX III—(contd.).

SCHEDULE A.

Contributions imposed or negotiated by British Government :—

(1) in acknowledgmen
protect on the one side,

¢ of suzerainty, including obligations to aid and
and to

give subordinate co-operation on the other.

Serial
number in
Appendiz

IV.

Name of
State.

Amount.
Ra.

Remarks.

Rajputana Agency—{contd.).

150'

148,

130.

Sirohi

Udaipur

Kotah

s

6,881

2,00,000

Sum to which tribute of Res. 13,763,
fixed under Treaty of 1823 according
protection, was reduced in recognition
of Mutiny services. (The original
tribute was by the ftreaty to be
d.letermined }:,hree years after its con-
clusion, subject to its not exceeding
throe-cighths 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 1828 the amount

yable was limited to Rs. 3 lakhs and
in 1846 was reduced on account of the
financial ombarrassment of the State

 to Rs. 2 lakhs, at which figuro it hae

1,31,250

roemained.

By Treaty of December, 1817,
Kotah saccepted the protection of the
British Government and agreed to pay
tribute at the rate formerly paid to the
Mahrattas. At the time this amounted
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 however
been separately agreed that Soindis's
shares of the Kotah tribute (Ra. 94,217
and Rs. 9,252) should be assigned by
him for maintenance of the Gwalior
Contingent.  These amounts, there-
fore, though included in the total paid
by Kotah, have béen separately shown
as assigned tributes [see Class (7) of
this Appendix].

A

iy
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ScEEDULE 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 o.'n Name of
Apz}egdm State.

Amount.
Rs.

Remarks.

Rajputana Agency—(contd.).

130, Kotah
(contd.). {contd.).

Madras States Agency.

119. Cochin
Mysore.
124, Mysore

1,00,000

24,50,000

The portion of the Kotah tribute
id to the Peshwe wos8
later remitted, and Re. 80,000 was
transforred 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.

Treaty of 1791, article 4, promised
assistance in recovering possessions in
occupation of Tipu Sultan in return
for tribute and guaranteed protection.

Treaty of 1709, article 2, promised
protoction by a milibary force to
Hindw dynasty restored on fall of
Seringapatam in return for annual
payment of 7 lakhs of Star Pagodas
(Ra. 244 lakhs).

Treaty of 1807 stipulated for ups
koop by Mysore of 4,000 horse 48 &
contingent force in lieu of pecuniary
lisbilities under the former treaty-

Tnstrument of Transfer, 1881, on
transfor to Maharaja of managoment
of administration, fized total contris
bution at Re. 33 lakhs and relieved
him of obligation of maintaining con=
tingent force. Same provisions in
Treaty of 1913.

With effect from lst April 1928,
the contribution was reduced from
Rs. 35 lakhs to its original figure of
Rs. 24} lakhs.
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APPENDIX III-—(conid.).
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 of the other.

Serial
number in Name of Amount. Remarks.
Appendiz State. Rs. :
Iv.

Western India States Agency.

409. Porbandar .. 15,000 By Agreement 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

port, and in 1853 withdrew the

detachment, but reduced the payment

R to Rs. 15,000, at which it still stands.

(2) in commutation of obligations for the provision of a State * contingent
force ™ or other form of military assistance.

Serial
number in Name of Amount.. Remarks.
Appendiz State. Rs.
Iv.
Central Indin Agency.
13. Bhopal .. 1,61,200 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 sinoce

the Mutiny has been disbanded and
its duties transferred to the regular

British forces.
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ScHEDULE A.

. " e
Contributions imposed or negotiated by British Governmen

rod State * contingent
(2) in commutation of obligations for the provision of &

force  or other form of military assistance.

Serial
number in Name of Amount. Remarks.
Appendix State. Rs.
1V,

Ceniral India Agency—(contd.).

27.  Indore .. Nil. Treaty of 1818,

i of no 7.
(1,11,214) ifmr:te;‘jm:o_operm with  British

ent. In virtue of this
g?;mn a contingent was formed
by the British Government, apd
subsequently concentrated at Mahid-
pur, to which Indore, Jaora, and
Dewas (q. v.) supplied forces. In 1841
the supply of troops 1n each case was
commuted into a cash contribution,
capitalized in 1865 for Rs. 23,81,52‘0
to include as well an annual contri-
bution of Rs. 7,862 towards the Malwa
Bhil Corps—see Class (5)——th§ flutl?s
of the contingent, which mutinied in
1858, having been taken over by
the regular British forces.

article 11, stipulated -
t less than 3,000

Treaty with Indore, 1818, article 12,

80.  Jmor.. 137127 wherebyy Stato of Jaora was created,
gtipulated for maintenance ?f GW

' horse, subject to augmentation, In
constant  roadiness for service. In

1823 the foree was fixed ab 500 howse

and 500 foot with 4 guns. The .fom

was used to form the M&hldpu:

Contingent ond the obligation 10

furnish troops was commuted in 1842

into a money payment,

i Treaty of 1818, article 2, stipulated

66. 60. Dewas, Serr 2470 for mai};ltenance of 50 horse and 50
and Junior. 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 oash

contribution of which each State paye

a moiety.
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APPENDIX I1I—(contd.).

ScHEDULE A,
Contributions imposed or negotiated by British Government :—

(3) for maintenance of a British * subsidiary force.”

Serial
number in Name of Amount. Remarks.
Appendix State. Ra.

1v.
Madras States Agency.

120.  Cochin .. 1,00,000 Treaty of 1809, article 2; for
expense of one battalion of native
infantry.

121. Travancore .. 3,81,456 Treaty of 1795, article 3 ; for expense

of three battalions of sepoys, a
company of European artillery and
two companies of lascars.

122. Do. .. 4,01,655  Treaty of 1805, article 3 ; for expense
of one battalion of native infantry in
addition to contribution under Treat
of 1795, and in quittance of obligation

to supply a contingent force in time
of war.

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 equalization of the value of exchanged territory).

Serial
fumber in Name of Amound. Remarks.
\ dppendin State. Rs.
17.
Rajpwana Agency.
137.  Jhalawar . 80,000 On ite creation in 1838 Jhalawar

was charged with a tribute of Ras.
80,000, the tribute of Kotah out of
which it was formed being corres.
pondingly reduced. In 1899, when
the direct line of the original Ruling
House had become extinct, the Stete
was regranted in & diminished form
to the father of the present Ruler,
the rest of its former territory re-
verting to Xotah, which became
charged with Rs. 50,000 of the tribute
originally fixed, leaving a balance of
Rs. 30,000 to be‘ paid by Jhalawar.

17
APPENDIX TTI—'conid.).

SCHEDULE A.

i iti rnment :—
Contributions imposed or negotiated by British Gove

or on a re-grant or increase

(4) fixed on the creation or restoration of a State, Jand on perpetual tenuré

i te of
of territory (including annua] payments for gran
and for equalisation of the value of exchanged territory).

Serial rks.
number in Name of Amount. Rema:
Appendsz State. Rs.
Iv. S

e foomet) ted as a separate Chiefship in

142 dame " 225 oor out of the State of Tomk o
which the Chief had paid & ‘tnbu.be 0
Rs. 3,000 per aanum. This tribute
waa beld to bave accrued to the
British Government, but was kept in
abeyance t0 enable debts to be
cloared off until 1883 when the present
tribute was fixed.

Central India 4074 id in respect of the taluqas of
21 Ajsigerh N T Glf:)&ra. and p](;ichaun, vvfh.ich were
ted to the Rulgr of A%::ga.rh. l.p(;n
toration of his State aiter usurpa-
;iesn petween 1702 and 1803 by the
Peshwa’s forces and subsequently by
one Lachman Singh. These talugas
appear to bave been held by Lachman
Singh on lease and not in sovmpxgnty
and were so transferred t0 Ajaigarh ;
but they have in practice apparently
ginoo their grant been treat.ed as if
held under sovereignty liro the
remaindes of the State.

aid in respect Oof the district  of
22.  Bihat " 1,400 Inl;largaon, fol;ewhioh in 1829 the
. Ruler was granted & perpetual lease
on his being unable to establish &
title to this portion of the St.qte, in
which he had been confirmed in 1807
on the British occupation of Bundel-
khand. In practice since the g::a.nt
the Ruler has apparently exercised
govereignty in the district.

e —
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APPENDIX III—(conid.).
ScHEDULE A.

Contributi .
ontributions imposed or negotiated by British Government :—

(4) ﬁxed on the
creation or 8 21 f - 1
)
ation o restoration o & Stﬁtﬁ or on a re g’mnt or increasge

of territory (including
inch annual gran
and for equalisation of the vs.lucl:a c?;n;ir(l:;xf;:d terr?to:;)hnd o% perpotusl tenuro

Serial

number in Name o]

poniin Ve f Amount. Remar.
pene tate. Rs. ta.

Central India Agency—(contd.),

23.  Charkhari 8,5 ‘
.. ,584 Paid in respect of the

Chandla and taluqa of Bmga :lvahi:l:

l‘;exl-es 1](1’8:?:1 1;08 Ot;e Ruler of Charkhari
res i

British_ Govemmentf:e cti:fgngbyb;h.

found in occupation by others when

1];1 dIeSO3 the British on enter; 2

thun lkhan. d restored the State l
e Ruling Family of Charkhari -y
practice since their grant the I.lule?rl

has apparentl i
in these distrigts.exemlsed sovercignty

25. Panna

.. 9,955 Aklzglrlan districts of Sheorajpur  apg

La,chma.n’ S.fou;:d In  occupation of

Lac grn.ntedm'g and others in 1803

e in perpetua.l lease to t,h'

or 9f Panna in 1811 and 5

respectively. They have & v

in practice been held in sovereli)gzgnuy

28. Indore
. 5,285 Annual payment on acco t
unt  of

exooss of land made
in territorial emha.ngesoz?rl;gl fadoro

Wesiern I'ndia Stotes Ageney,
229.  Cutoh . 82,253

By Treaty of 1816, apti
. ) y article 1
?}go::[rln x:::; a:}:: b:o oede to thg’&?e:
. wn b i
Anjar “as a friondly nr:(tiuglm 2;‘:‘; .
oasential sérvices then agreed
performed.” iz, restoration ofto -
sessions and aid of a foroe to o
m;:ln settle a disturbed distriot, reform
o 2 Trosty of 1519 the Stato
o 1o 1ve & British subsidiary
main until the British Go orn
(zin;:nt considered it oould be with,
dr l:n with safety. This force e
paid from Cutch Tévenues, i
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APPENDIX II—(contd.).
SCHEDULE A.

osed or negotiated by British Government :—
or on a re-grant or increase
nd on perpetual tenure

Contributions imp
(4) fixed on the creation

of territory (including annua
and for equalisation of the value

or restoration of a State,
1 payments for grants of la
of exchanged territory).

Seriad
number in Name of Amoun. femarks
Appendiz State. Rs.

Iv.

W estern India States Agency—{contd.)-
229. Cutch retroceded to
(contd.). (contd.). Cutch on condition of the gnnnal
payment of & 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 Re. 2 lakhs (Ahmedabad
Sicea) inclusive of the Anjar equival-
ent, and in the event of its reduction
or withdrawal to continue & minimum
annual contribution of the amount of
this equivalent. The subsidiary force
was completely withdrawn by 1911.
The contribution still being made thus
represents & cash commutation for
the retroceded town and district.

52,000 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 rights after their
cession by the Peshwa to the British
Government under the Treaty of
Bassein, 1802.

192. Bhavnagar

Am' Manipur . 5000 A tribute of Re. 50,000 was imposed
(50,000) on the State in accordance with the
terms of the Sanad of 1881 whereby
it was regranted to its present Ruler
after suppression of the rebellion in
which five British officers wore
murdered.  Previously no tribute
had been paid. The payment waa
gtated at the time to be in order to
meot oxtra 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 are the maintenance
of o battalion of the Assam Rifles
and of & road in its territory.
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APPENDIX 1L (eontd,),
SCHEDULE A.

Contributiong imposed or negotiated by British Government :—

(4) fixed on the .
: . creation or r i
of territory (inclu ding annual estoration of a State, or on a re-grant or increase

N . a
for equalisation of the value olf) ey::lf:!;:é)rmiy(;f fand on perpetual tenure and

Serial
number in Name
Appendiz State)  Amouni. Remarks.
e tate. Rs.
Assam-(cont.d.).
. Mani
contd). | w::én)lr The tribute was reduced from
:22(1)52:’31 for ten years, since extended
932-33, to its present amount on
condition that the balance is spent
on the improvement of the adminis-
trs.xtxc‘:} of the hill areas inhabited by
rimitive
senga, | P Peoples.
516. '
Cooch Bhar .. 67,701 Cooch Behar agreed by Treaty of
15’1773 1;0 acknowledge subjection to
e Last India Company, to be
:.qxgexed to Bengal and to pay s
ribute of half its revenues, on being
%vr}??t}fdh Protection against Bhutan
andcta.kad made its Ruler prisoner
o e KON possession of his territory.
I eitsnbute was stabilized in 1780
A hpresent figure. In 1816 the
! ish Government agreed that inter-
s(;ll;ae:l[:le m_tl}e affairs of the State
e WE:ehm;zed ]to advice, 80 long as
Um‘é,ed Provinces. e conduesed
. Benares 1,80,000
724, .. . 8o, o Uit ; :
e " 3 30,387 the Unit sertain tracts of land iy

Proviness oom rising
. .. 99,000 o.‘f. tgolfumﬂy domain of th}; sumomﬁ
?m;o a):.h fhe; wsti:gh fwarge constituted
] X of nareg,
gara]u being created 4 Ruling

ce. It was  provided in the

Instrument of Transfer
that a tribute of Rs 169,0
be paid to the British Gov,:rlr)-?mzl:l:nld
represent the loss of the 8 lt0
revenue from the lands aﬁecte‘:irp l?.
further payment of Rs. 30 38':: in
;espect of loss of revenue on ’coun
113;1;1‘ and opium was imposed tlri
” R;s 213 0(1)&())19 an additional tribute
3 l' X ame payable under a
Pplementary Instrument of Trans
fer of further territory to the State i

clause

181
APPENDIX TTT—(contd.)s

SoHEDULE A,

Contributions imposed or negotiated by British Government i—
of a State, or on & re-grant or increase
2: for grants’of lend on prepetual tenure

hanged territory).

(4) fixed on the creation of restorati
of territory (including apnual paymen
and for equalisation of the value of exc

‘nufrg:lin Name of Amount. Remarks.
Appendiz Stade. Ras.

IV.
Punjab States Agency.

urtha i o British Government, on obtain-
127. Kspurthala .- (1131'000) ingTht,he Jullundur Doab from the
o 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 to an 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
to 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 wag remitted in considera-
tion of the officiency and oost of
maintenance of the State ¥oroes on
tho condition thate—

{1) thess 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 impcsed or negotiated by Britigh Goverrment :—

{4) fixed on the creation or restoration of a State, or on a re-grant or increase

of territory (including annual
incly ayments
and for equalisation of the vahﬁa if e:chﬁ);edgr:el::stgfy;wd °% perpetmal tonure

Serial
number in Name of Amount. Rema
Appendi State. Ra. T

Punjab States A gency—(contd.).

126. Chamba . 2,307 The territori
1 . 2 lerritories of all thr
gg gu;:ci; .« 1,00,000 passed into British possessi::; fﬁt:s
. uke .. 13,000 conclusion of the F in

irst Sikh W
1846_ and  were regranted to :ll':ez
previous holders subject inter alia to
an annual cagh Payment.

In the cage of Cha

. . - b&
gngmsl contribution of R:n 12,&1)13
as been Suceessively redmced tq its
Present g1 88 compensation fo,
the acquisition of alhousie

various lands reqyi ili
N equired for nilitary

In the case of Mandi i
thero is evid
that the State wao pmviously tgi;usnee
to the Moghuls, alss o the Lahor
vernment whish in 1844 demang, 3
Rs. 1,35,000, *

125, Bilaspur .. 8,000

of Basse and Bachetry subject  to

a0 annual payment a4 ”
These lands were origi y mi;mu:llle
possession of the Ryler but seized in
jit Singh and ali

E t:l(liother holder from vcrhon:3 n:ht:g
i.nlis&ﬂ. to the British Government
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SoHEDULE A.
Contributions impoged or negotiated by British Government :—

(4) fixed on the creation or restoration of a State, or on a re-grant or lin:er:m
of territory (including annual payments for grants of fand on perpetus -
and for equalisation of the value of exchanged territory).

Serial
numb: n Name of Amount. Remarks.
Appendiz State. Rs.
1v.

Punjab.

8) Tributes. .

‘ 711 Baghahr .. 3,945  The Gurkhas having been expelled
715, Jubbal .. 2,620 in 1815 from the territories of the
721, Nalagarh 5,000 Chiefs of the hill districts between the
716,  Kumbarssin .. 2,000 Sutlej and Jumna rivers whioh they

had overrun and occupied, the British

Y ! Begar. Government granted Sanads fo the
(béolgaymmﬁzscmmmaum'o of 3,600 Chiefs conferring on .them for the mfxsf.
710, Balzan .. 1,080 part the territory in their possession
712, * Bhajji " 11440 before the invasion, subjoct to con.
713. Bija .. 124 ditions which usually lpclufied either
. D}imm .. 720 an annual cash contribution or an
;i; Kuthar - 1,000 obligation to fumis_h labour w_rh‘en
. ihar .. 180 required for the service of the British
4y Km;‘ 1,440 Government. The latter obligation
720, L og] . ""72 has now in sll cases been oconverted
720. Mang; - 288 into an annual cash contribution. The
2. Taroe o original obligation was apparently

to previde earriers for military trans-
port. The commutation was assessed
on the basis of the monthly wages
of the stipulated number of carriers.

The contributions of  Bashahe,
Jubbal, Kumharsain and Nalagrak
are strietly tributes, as distinguished
from cash commutation of labour
supply. That of Bashahr, originally
Ra. 15,000 but reduced in 1847 in
compensation for abolition of transib
duty , is stated to be for defraying the
oxponses of the British protocting
forco; those of Nalagarh and Rume-
harsasn wero imposed in 1840 and 1866
respectively when the States were
regranted after Iapse on failure of
heirs ; that of Jubbal was Tater sub-
stituted for an original obligation to
furnish 70 carriers.

All these contributions, in c¢ash or
in kind, having been imposed by the
British Government as part of the
conditions of restoration of the dis-
possessed Rulers to their territories,
there appears to be no distinction
of substance in their character.




(5) for special or local
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ScHEDULE A.

Contributi .
ontributions imposed or negotiated by British Government :—

purgoses, i
r such as the maintenance of local corps,

police, etc.
Serial
number in Name of
: Amo
Append unt.
M}GV, i Sta‘te. Rs. Remarks.
Rajputana Agency.
151, Jodhpur
1,15,000 -
131. Kotah 34 (A) Towards cost .
140, Tonk 2,00.000 stationed at Deoli(gnd%z:pufa“p”

i

Jodhpur was require
i)xf 1818, article g, u:i ;mur::srthl“;(t)z
G(:)me for service with the British
';le:mment when required.

e obligation was in 1835 ocon-
;:amldl into a ocash payment of
Io(.ih,s,OOOpomeettheoostdthB
Jodhpur Legion, an irregular ocorps
w'hxch after mutinying in 1857 - was
Eil;anded and replaced by the
Erinpura Irregular Force, converted
in 1904 into the 43rd Erinpura
Regiment of the Indisn Army,
normally stationed at Erinpura in
Sirobi. The Mina Corps, formed
::;03 the disbandment in 1921 of

43rd Regiment, is maintained,
a:de were the previous forces, to keep
;ro vl; dem the ocountryside and to
of the Mnn'omm%?tﬁgt:?r ® proportion

Rotoh sagreed by ‘Treat;

. y of 1
1{;2 N:he maintenance of an auxiliisrg
foro commanded and paid by British

0ors 86 3 CcOSt DOt  exssed;
Rs. 3 lakhs per annum. The fomg
Eu lfnown ag the Kotah Contin, nt,
otab’s contribution to it gont.
1844 reduced to Ra. 2 lakhsm'm
troops mutimied in 1857 amy
1897 to 1921 the force wag repre o
K diz.}:]e ﬁnd Deoli Regiment ;:n:‘lﬁ
Deoli in Kotah. . Sinee Jogr- oned o6
Regiment was disbanded 1lt’ ::‘:n o
replaced by the Mina Corf)e been

Tonk has, since the :

; 2 formation
§m5 0080!1)5, contributed, volun::r?lyhP
the St;te tA_)d its upkeep. Pre y
o Srate q;’::l no contribution towards

(5) for special or local purpo
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ScHEDULE A.
ed or negotiated by British Government i—

Contributions impos

police, ete.

ges, such as the maintenance of local

corps,

Serial

number in
Appendix

Name of
State.

Iv.

Amount.
Rs.

Remarks.

Rajputana Agency—(contd.).

149,

Udaipur

 Oentral Indi® Agency.
Indore

- 29.
104.
106.

102.
99,

Dhar ..

Jhabua
Barwani
Ali Rajpur

(66,000)

(B) Towards cost of Mewar Bhil Corps.

This corps was raised in 1840 _W.lth
a view to exercising @ civilising
influence on the Bhils in Mewar State.
Tt 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-

" receipte . of  the

. Nil
(7,862)
6,602
(18,802)
1,271
' 3,390
1,271

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

district  exosed
Rs. 66,000, which amount was calou-
lated to cover the cost of administra-
gion and the maintenance of the
Mewar Bhil Corps and Merwara
Battalion (another Local Corps since
converted into troops of the line),
Actually there is & loss on the admini-
stration of these villages and the entire
cost of the corps is o direct charge on
the revenues of India

(8)] CTowwrde cost of the Malwa Bl
or P8.

The corps was embodied in 1839 to
rovide employment and a civilising
influence for the Bhild and to main.
tain order in the Bhil tract in Central
India. It maintains guard dutics 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.

M{L}S89SEC(WOP)
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APPENDIX III—{conid.).
SorEpULE A.
Contributions imposed or negotiated by British Government :—

. (8) for special or local purposes, such as the maintenace of local corps,
police, eto.

Serial ’
number in Name of Amount. Remarks.
Appendix State. Rs.
IvV.
Central India Agency (C) Towards cost of the Malwa Bliil
—(contd.). Corps—(contd.).
The previous contribution of
Gwalior,* 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 1865,
together with its contribution to-
wards the Mahidpur Contingent [see
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 Siates. ' A
545, Kolhapur .. About (D) For Kolhapur Infaniry, etc.
Rs. 96,000 . In the _Agreement of 1862, article 9,
towards it was stipulated that the Ruler should
Kolhapyr defray, as long as might be considered
Infzgtr;;. necessary by Government, the ex.
ou penses of the Agency including th
Rs. 48,000 salaries of the Agent and his establisl:
to_wards ment. Article 6 stipulated that the
Residency K?Ihapur infantry should be main.
and pay of tained at its present strength under
Rogident. command of RBritish Officers. T}
payments Huctuate in accordance with
actual cxpenses,
Baroda.
1. Baroda oo 3,775,000 (E) For Police wn Kathiawar, Rewa

Kantha and Mahi Kantha.

Supplement to Treaty of 1817
article 8, stipulated for provision by’r
Baroda of a contingent force of 3,000
c?,v.alry 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 local purposes, guch as the maintenance of local corps,

police, ete.
Serial : .
number in Name of Amound. Remarks.
Appendiz State. Rs.
IV.

oda—( E) For Police in Kathiawar, Rewt
for contd-) ( &antha and Mahi Kantha—{contd.)

From 1841 Baroda contributed
Rs. 8 lakhs per annum, in addition to
paying for the upkeep of a British
irregular force to aid the former force.
The second force was disbanded in
1858 and the contribution remitted.
From 1881 the Baroda contingent has
also been disbanded and the British
Government has become solely res-
ponsible 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 Ras. 8,61,234.

SouEpULE B.

- aid to another State, but subsequently acquired by
Contributions originely pthe British Government :-—

{8) by conquest or lapso of the original recipient.

Sers
nm,fﬁ l.'n Name of Amount. Remarks.
Appendiz State. Rs.

1v.

ney. (A) Derived from Nawab of Carnatic.
M’fg;" SMTig:sngore . 13,519 Equivalent of * peshkash and
: “nazarana” agreed in 1764 to be
paid to Nawab of Carnatic and
lapsed to British Government.

M(L)S89SEC{WOP) 2
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APPENDIX III—(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 Name of Amount. Remarks.
Appendiz State. Rs.
IV,
Rajputana Agency. (B) Derived from Scindia. )
138. Shahpura .o 10,000 A Chiefship holding lands partly
under Udaipur and partly under the
British Government, the latter con-
sisting of the pargana of Phulia
in Ajmer-Merwara,  granted by
Aurungzeb to the Chief's ancestor
in jagir, for which under a Sanad of
1848 he pays the tribute stated to the
British Government.
Central India Agency. (C) Derived from Peshwa. .
5. Paldeo . 117 Originally paid to the Jahagirdar
6. » .. 1256 of Purwa, 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.
Bombay States.
Patwardhan
Chiefs.
b51. Sangli .. 24,575 In commutati igati .
546. Kurur}dwad, 9,619 furnish mounttggn eglfltigggngt?mn’lgh -
Sem_or and obligations derived from tl.ne ter:.;
544 ; ﬂ]}l{l}llot. ] of the grant of his lands by the
‘ 547. amk a.m.h . 20,841 Peshwa to the founder of the Patwar.
. Miraj Senior 12,558 dhan family. They became divided
548. Miraj Junior .. 6,412 between the members of the f:lmily

in accordance with their sh

land. In1819, on the overth:::: ?}
the Poshwa, tho British Government
r(_ﬁduced the strength of the con-
tingents to be furnished to one-fourth
and offered tho option of sssign:
ment of land to produce a con-
' tribution at the rate of Rs. 300 per
annum per mounted man or an anm’;.;l
payment of that amount in lieu of
gservice. Sangli adopted the first
alternative (see Chapter IV, para-
graph . l§9 of our Report,’ where
the existing cash contribution is ex-
plamed)‘; the other States continued
the obligation to supply troops wuntil
1848.3, when this was converted
into & cash contribution as stated.

Contributions originally

(6) by conquest or lapse of
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ScaspuLE B.

aid to another State, but gubsequently acquired by
the British Government :—

the original recipient.

Serial

number n

Appendiz
Iv.

Name of
State.

Amount.

Rs.

Remarks.

Bombay States—(contd.).

Satara

Jagirdars.

693.
628.
541.
692,

549,

550.

Akalkot
Bhor ..
Jath ..
Phaltan

Mudhol

Ramdurg

14,592
4,687
11,247
9,600

2,872

3,080

(C) Derived from Peshwa—(contd.}.

The Jagirdars were bound to
furnish military services to the Ruler
of Satara, which State Wwas Tecres
by the British Governmenit 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 it8 tribute 1is
Rs. 9,627, the difference between this
and the amount actually paid being
due to a set-off. The date which
would enable 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 & tribute
of Re. 4,847 “on account of ocertain
rights inherited from the -Raja of
Satara and some othor similer gums
on account of rights in other dis-
tricts.”

The Chief was under obligation to
supply @ contingent of horse for the
Peshwo's service which was reim
by the British Qovernment 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 demended from
another State since lapsed to the
British Government:.
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APPENDIX HI—{conid.).
SorzpuLe B.

Contributions originally paid o another State, but subsequently acquired by
the British Government :(—

(6) by conqueat or lapse of the original recipient.

Remarks.

Serial
number in Name of Amount,
Appendiz State. Rs.
Iv.
Bombay States—(contd.).
543. Cambay . 21,924
694. Bansda ‘e 163
(1,351)
695. Dharampur .. 9,000
Mahi Kantha Agency.
591. Malpur - .. 430
6086. Ranagan . 3
Western India States Agency.
208. Junagadh 28,394
388. Nawanagar 50,312
193. Bhavnagar .. 153
410. Porbandar . 21,202
246. Dhrangadbra .. 40,671
378, Morvi .. 9,263
269. Gondal . 49,096
496. Vankaner o 17,422
357, Limbdi . 44,128
358. » Ve 43
4185. Rajkot . 18,991
511, Wadhwan . 25,022
512. ’ " .. 87
287, Jasdan .. 7,604
bO7. Virpur ve 3,418
343. Kotda Sangani 10,180
200. Jetpur s 50,262
345, Kotharia .. 948
285. Gavridad .. 1,011
395. Pal .. v, 1,253
360. Lodhika .. 1,287
171. Bantwa . 929,642
349, Lakhtar .. 6,763
360. ” .. 124
451, Sayla - 15,001
226. Chuda . 6,324
227' 123 s 143
381. Muli .. e 7,501
188. Bajana . 7,880
169' ”» ve 58

(C) Derived from Peshwa—{contd.).

Gujerat and Kathiawar, including
besides a large portion of British
Indian territory the numerous States
and Estates 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
Moghul Empire. By the middle of
that century the Peshwa and the
Gaekwar had jointly established su-
premacy there and placed the States
under tribute. The tributes were
levies exacted under pressure of
periodical invasion by a Mahratta
force. Many States were tributary
simultaneously to the Peshwa and the
Gaekwar, while in Mahi Kantha the
Rajput State of Idar and in Kathiawar
the Muhammadan State of Junagadh,
the first tributary to the Gaekwar and
the second both to the Gaekwar
and the Peshwa, made up their pay-
ments by levies on their own account
from smaller States.

The tributes still paid by States in
this ares to the Qackwar, Jungadh
and Ider and o fow other States are
showa in Appendix TV. Those now
poid to the British Government
{other than » fow whith are classified
elsowhere under their appropriate
heads) were scquired and settled ag
follows.

By the Treaty of Bassein, 1802, the
Peshwa undertook to provide a cop-
tingent (6,000 infantry and 10,000
horse, reduced in 1803 to 3,000
in'fantly and 5,000 horse) for service
with a British subsidiary force, for
payment of which he ceded certain
tnbl_xtee a8 well as territory. These
cessions included the ““ Chauth” or a
quarter of the revenues of Cambay,
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ScgEpuLs B. .
| DY
- oinally paid to anothel State, but.subsequenﬂy aoquired
Contributions originaly PRC g pen - Government i
(8) by conquesf: or lapse of the originﬂ'l mipient'
ks.
Serial Name of Amount. Remar
mumber i NGl .
1V.
. —{contd.).
Weslen India SICE2 g (€) Derived from Peshwa—(contd-)-
inst
4919 Dharampur and Bﬂm&gw e(agal;een
408. Patdi 5682 the last of w.hmh theretedueing o
407. » 1’95 3 subseq“e“t’ a,dlust;nenbs ’ 1 to
498. Vanod 2”412 actual pay:nent rolcl)lf Rs 163) also
19. Rajpur it preson e %
‘:ﬁg Anandpur 3 ;;g ;ppa‘;enﬂy the tributes of Malpur an
Vana > asodl. '
- B e g 2
256, Gedhiy § o Gackwor in 1800 bis sho B L
371: Meng&:ﬂ '766 roceeds ?fggébu?f tsl;!; « farm of
V! ts  inclu .
o L0 S sremgemenh
1‘75- Bhadwa 2'922 continued up to'1814., t,!g vat o g
421, Rajpur® 4850 Mahratta collections 1n{:h 11]‘1-")e o o
341. Kotds Pitba 2.966 this period Were to Gg o by
337: Khil‘al‘?m 1:621 Bar(’i‘i:h ) Tg? lg(x)‘ng?ith t‘;lee Gaekwar
Amrell jta Treaty 2. )
12(8)' yadali 72;3 had secured a.‘w1de. powfeli3 orodo:ngI:d
461, Sissng Chandli 149 over the adminstration e((i)i E a oda, and
509. Vives 7 84 took opportunity to n:i ) :e t;, o ohi
307, Ksokasiall - 120 Kathiawsrin 1807 &% a labd
363,  Mahuve : 120 Kanthe in 18IL12, ombgelir
309. Kanpur Ish- with the tributary Chiefs a mk g
3 Varis. 204 them to pay their ‘dues to the aﬂt w:‘;:
181 Bhaldhoi .o 0706 through the British Govgm&en ey
244, Dhrafo B the averago of what bad beon
449 Satudsd 'si1 leoted GUTINg t:hebt@nb ;:ih el f Y"Mityl’
: Amrpepy® ¢! o with a view to 0DV 00Qaaity
:l;g';. Mulila De?t - 1%‘;2 for foroiblo colleation by the Gook
. Crotils . ar's LIOOPS:
34,3‘ " ‘ ﬁg wpy the Treaty ‘of 19]'.'7 the ;ﬂﬂglfwz
3713 Mevaes " 307 ® ubﬁhﬁ\lwd for his mﬁ“&hﬂt‘f fusthor
197, Bhimors .- 154 contingent force the cession o
21 Chobesl i, 186 teritory, &nioztight';‘hzeprg:sions in-
OSTH M jtg sup . .
m. i}sa:;nmbore .o 32 icl,:ded the tribute of K:thmwt;‘;etl:;!f
425 Rempssds  ©yq01 cstimeted, afier O e & lnkhs, At
17s. Bhadli ‘850 pense of collection, 8t Ra. e;ed o
34 thp:mmhal . 408 the same time the fi;.fi)xlxz& :ha.re in the
: bha's ar his rTem e 10
s 202 Seii‘;:es of Gujerat, which  the

129
511
37

in turn ceded to the British
in a treaty of the samd
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APPENDIX IT1~—(contd).
Scmepure B,

Contributions originally paid to another State,

but subsequently acquired by

the British Gavernment :—
(8) by conquest or lapse of the original resipient.

Serial
number in Name of Amount.
Appendiz State. Re.

.

Remarks.

Weqtem India States Agency—(contd.).

418. Rai Sankli .. 556
296. Jhinjhuwada .. 11,073
250. Dudhraj .. 1,102
295. Jhampodad .. 138
487, Talgana Ve 913
385. Munjpur .. 603
198, Bhadvana . 9298
324. Kesaria .- 278
238. Devalia e 467
190. Bhathan . 641
293, Jhamar . 464
180. Bhalala . 474
397. Palali s 357
332, Kherali .. 678
482, Vadod .. 1,252
272. Gundiala .. 1,408
362, Laliad .. 362
199, Bhoika .. 1,769
200. v . 99
327. Khambhlav .. 730
267, Gedi . 1,200
311, Kantharia .. 1,491
312, » o 80
230, Dared .. 366
280. Jakhan . 242
303, Kamaipar 778
433, Sahuke .. 619
184, Bhelgamda .. 1,400
319. Karol .. 703
499, Vanala . 396
476: Ulluii Ve 493
183, Ankovalia e 1,300
329, Khandia e 806
) 330‘ ” e 13
440, Samla .. 959
2017. Chanchana ., 318
Zg - Chalals . 971
o ’» .. 73
3186. Karmad . 140
317’ 2 .o 59
282, Dasada .. 12,968
233, ) » . "4

(C) Derived from Peshiwoa—(contd.).

year in return for an increase in the
subsidiary force, though contracting
to pay the Poshwa Rs. 4 lalkhg
annuaily for the cession, an obligation
which lapsed on the Peshwa's fall the
following ycar. The Poshwa's ces-
sions of 1802 and 1817 were in return
for military protection  of a speeifie
character. But the obligation o
render this lapsed on the fall of the
Pea.hwa. in 1818, and the tributes,
which now amount ig Kathiawar
alone to Rg, 5,583,017, ceased to be
attached to the provision of military
protection.

After the fall of the Peshwa, the
Bntifih (Government, who had already
acquired his share of the Kathiawar

tributes‘ under the Treaty of 1817, con.
cluded in 1820 s convention whereby
the Gaskwar

wonld no longer send
troops into Kathiawar or Mahi Kantha
to collect tributes without the consent
of the Company’s Government and
would prefer only through the Camg-
pany his claimg {g apch tributes, the
Gompany Sngaging 0 onlleet and pay
them to'the Gackwar frec of OXpPODS8.
Similar sotiloments wore mado in 1820

ing yoots for the tributes
due to Baroda and Idar in Rewa
Kantha,

The general effect of these engago-
ments has beon to make the British
Government, responsible for the }
in these areas not only of the tributes
it had iteelf acquired from the Pesh-
¥wa and the Gaekwar, but also of
those still paid to the Gackwar, Juha-
gadh, Idar, etc,, by the tributary
States. From the Baroda tributes is
deducted the amomnt of Ra. 3} lakhs
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Scpepvie B.

tly ac
igi i her State, but s.ubsequen
Contibations orgiazly patlhde hB:ﬁ‘i)sth Government i—

quired by

igi ipient.
(8) by conquest or lapse of the original recipien

Serial , .
number in Name of A"{{D:”
Appendiz State. .

Iv.

Remarks.

Western India States Agency—{(contd.).

7

399, Paliad . ggo

369, Matra Timba .. 04

188, Bharejda 39

‘1‘2%. Sudamada- 2,381

) Dhandhalpur. 216
453. Sejakpur

States of Bihar and Orissa and Central

Provinees.
(a) Fized.

2,800
8117, Athgarh .- 480
518, Athmaﬂlk X 1.398
520, Pam® o 800
521. L 861

3 Paspalls .

2234. " Dhepkanal - 5,009

(C) Derived Jrom Poshwa—{contd-)-

for which it became lfable [slee Bgllea;l;z
5) f this Appendix] in replac mer
(5f) :he contingent force Wh“;;r .
0reviously maintained, 88 2 cont ba-
fion towards th((; g;)gg;g Ofo e
sm&nerofsfvalﬁ?:h a(?he administration i;
&re;s British control. The yest ot
the o t of administration 18 me
i (lzos by ad hot contributions from
‘txllla:nS{utes and Esmtes,svgxrw}t:h?stepﬁ.
) ; “
(;)I:iedt;:; vz;;:EZegrl?eiﬁg found from
BﬁTtll;h rs?::zlxll‘:iea‘of two 'ﬁgures s{ht?wz}
against various States 1D the hsd :s
: ents are  miscellaneous Puh
pa}l’l!;i Sukhdi (sweet-meats), h:na.
E:.;h Ghasdana (fom.ge), S: ana
Vero’ (yeorly dues} ], which w:; Jur.
rendered by the Peshwac.1 8 ! wntd
1914 wore treawq as']an r;,y;l ey
Almedatad Sdm m?h ??mtt‘: t;my have
were paid. Dince thal dato thoy e
-oplapsified gs similar o
::?:: therofors now gmmwd tgi sg:
Qovernment of India mwadeombny_
tormerly to the Government o

(D) Derived from Raja of Nagpur.

Thirt; i in the
irty-geven States sltu-ated in ¢

Provinci of Bihar and Orisse an% z):ie
Central Provinces which pay (a) xthé
and (&) fuctuating tn})um to the
British Government survive frll%m' he
States subject to the Bhonsla a]a' o
Nagpur previous to the Treaty N

D:ggaon, 1803. Relations with these
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Screbuns B.

Contributions originally paid to another State, but subsequently sequired by

the British Government :—

(6) by vonyuest or lapse of the original recipient.

Serial
number in Name of Amount.
A pz}eir;dix Siate. Ra.

Remarks.

States of Bikar and Orissa and Central
Provinces—(contd.)

(a) Fized—{contd.).

526. Hindol . 551
528. Keonjhar 1,710
529, Khandpara . 4,212
530. Mayurbhanj .. 1,068
531. Nargingpur .. 1,456
532. Nayagrah . 5,626
533. Nilgiri o 3,900
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
5217. Kalahandi 16,000
700. Kawardha 30,000
701. Khairagarh 80,000
703. Nandgaon 80,000
Chhata N r Group.
522. Bonai e .. v 2,700
697. Changbhakar .. 150
526, Gangpur " 10,000
408. Jashpur .. 2,000
702. Korea .- 50
707, Surguja . 3,600
708, Udaipur . 1,200
Sambhalpur Group.

519. Bamra .. 7,500
708. Sarangarh .. 4,600
535. Patna .. 13,500
704, Raigarh . 5,500
537. Rairakhol .. 2,000
705, Sakti .. 1,500
538. Sonpur 12,000

(D) Derived from Rojo of Nagpur—
(contd.).

States were established by the British
Government at various dates between
1803 and 1866 when the State of
Nagpur was finally annexed to British
India. All the States paying fixed
tributes were separated from the
suzerainty 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 State
was regranted after the rebellion of its
Ruler in concert with the Peshwa, its
relations with its feudatories had been
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 equally
appropriate the classification of their
tributes under Class (6) of this
Appendix. The basis on which the
“ fluotuating ” tributes wero assessed,
aftor Sir R. Tomple's enquiry in 1883,
appears to have boon that the ttibute
should bo the balance of rovenne
availablo after sllowing o reascnable
amount for the cost of administratien
and maintsnauge of the Ruler. I o
gubsequent rovision in 1887 the tri-
butes were genorally assessed at 10 per
cont. of the gross revenue. But
Kawardha, Khairagarh, Nandgaon
and Chhuikhadan States created by
the Bhonsla Raja, were assossed at
33} per cent. In the revision of
1907-8 the percentage basis was
abandoned in favour of that adopted
in 1863.

Contributions originally Dt%id
e
7) by assignmt;nt from

Serial
number in

Name of
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ther State, PUt
tﬁriat;%'/(iovemment -

SCHRDULE B.

put subseguently acquired by

the orighml recipiont.

e ——

Amount.

Rs.

Remarks. .

Appendiz State.

Bombay-States.

833.

Balasinor

Westeen India State! Ageneys

194,

PBhavnogsr

2

76,667

Y Baroda.

(A Cessions by o
) detailed examination of .the
o ged tO territorial, cossions

i for & gubsidiary
;) y Ba;:zgt Pyt £ 1802, 1806,
OXCO,

1808 and A
BgotrzrsOiXI P:nd X711 and .Append‘x
1V. The only payments on is 2000
nm.v realised in the ?orm

be the following :— .
appoar to

Major
i Peshwa setthd by :

’flnb:i:; tloin 61812 ’and mcl}xded in
e f medabad,” which was

kwar
the Peshwa t0 the Gae cw
g“:i dett)lyby the latter t0 the British
S ovor under Schedule

attached Article 3 of the Supple-

montal Treaty of 1817,

joned by him
tute to Qoekwar, assigne
i 311;‘;&1 under the l&le_moxgandpm t&f;
16 1o make up Jdoficioncies M

oo ioati trom tho esagd-
?::I‘::: ﬁgem:tltéﬁz Troaty of 1805,

igi i & of Ra. 74,500
(T onigina) Bee g e equivalent t0

i now
Siwgb gol;?eefsBul: of this sum Ra. 250
BS. i(i by the British Covernment t0
l:arlt:in other parti
of & Sanad granted
1784.)

-

- —
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APPENDIX TTT—(contd. )
ScrrpULE B,

Contributions originally paid to anoth uired
% or State, but su i
British Governm;mt — beoquently acq by the

(7) by assignmont from the original recipient.

Amound.
Rs.

Remarks.

Serial
number in Name of
Appendiz State.
Iv.
Ragputana Agency.
132. Kotah
133. .
152, Jodhpur
136. Bundi

04,218
9,252

(1,08,000)
98,000

80,000

(B) Cessions by Gwalior.

For a detailed examinati

tion of

?sh’ a8 opposed to territorial, oeang;

vy Gwalior, in return for a subsidia:
forcq, under the Treaty of 1844 z
modified by the Treaty of 1860 " so8
Supplqment&ry Report of S};eoinl
Committee, 1932, Chapter XV. The
pa)tr}ilmexflts on this account now realised
in the form of tribute a
following :— Ppeat £ bo the

'Prqeeut value of assignments by
Gwalior under Treaty of 1844 in
regpact of Kotah and certain districts
named Kotris depondent on Kotah—
soe Chapter IV, para. 143 of our Report.

Present value of recow:
ery fro

J;)dhpur under assignment in Tma:yl
g 6;1844 The amount assigned from
Jodigar s R L0800, bt n

ration of the cession b
Jodhpur Yo the British Govemmen{
of tho district and fort of Umarkot

th
R.: 18?0}&;1'9“ has boen roduced by

Soindia assigned to the Briti
Government in 1817 towards Blll‘]l:]l:llf
ﬁ:}&noe of its contingent his two-
4 irds share of Keghorai Patan, b one
ime part of Bundi territory, the other
one-third being held by Indore. The
cession was remewed in 1844. It was
agreed in 1847 with the consent of the
Gwalior Durbar that the district
should _be made over {0 Bundi in
pel_'p_etmty on a paymend to the
]b3°1‘lblsh Government of Rs. 80,000 to

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 anmual payment.
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ScrEpULE B.

aid to anothet state, but subse

quently acquired by

British Government :—

(7) by sssignment grom the original recipiont.

Amount.
Rs.

Remarks.

Y Gwalior—(conbd.)

" Contributions originally P
the
Serial
number in Name of
Appendiz State.
IV
Central India Agency:
88, Ratlam
0. Sailana
15, Khilchipur .
1i7. Amjhera -
(Gwalior)-
Bombay States.
857. . Lunawada s
870. Sant

42,000

21,000

11,14

94,010

9,230

5,385

(B) Cessions b

These tributes, of which the amgupts
were fixed in 1819 by the mediation
of Sir J. Malcolm, were assigned by
Scindia to the British Government 1
1821, and again in the Treaties of 1844
and 1860, in liquidation of debts for
the maintenance of the Gwalior con-
tingent gubsequently roplaced by the
Rritish subsidiary foree.

The tribute, paid sinee 1793, was
assigned by Scindia to the Brm'sh
Government in 1844 for the main-
tonance of the Gwalior contingent.

It is not specifically mentioned in the

gehodule of assignmeonts attached to
the treaty of 1860 but appears to have
peen credited at the time through the
payment made by the farmer of
Ratangarh pargens, though not to
have been retroceded  to  Gwalior
together with that pargena as & result
of the exchanzcs of 1860,

Tribute originaily paid by the
Amjhera State to Dhar but later
to Gwalior, with whom an agreement
fixing the amount was negotia
by Sir J. Meleolm in 1820. Ceded
for payment of tho Qwalior contin-
gonb in 1844, it continued to be paid
o tho British Government, but by
Gwalior direct, the State of Amjhera
having been confiscated and 1neor-

rated in Gwalior as & result of
rebellion in 1857,

Tributes to Seindia fixed in 1812
by the mediation of the British

Qovernment 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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ScrEpULE B.

Contributions originally paid to another State, but subsequently acquired by
the Brilish Government :—

{7) by assignment from the original recipient.

Serial
number in
IvV.

Name of
State.

Amount.
Ras,

Remarks.

Rajputana  Agency.

147,

Partabgarh

{36,500

(C) Cessions by Indore.

Under the Mandesaur Treaty of
1818, article 4, Holkar coded to the
British Government *“all claims of
tribute and revenues of every deserip-
tion which he has or may have had
upon the Rajput Princes, such as the
Rajahs of Oodeypor, Jeypore, Jaudh-
por, Kotah, Bhondie, Karawlie, ete.*
Some of the agreements made at this
time by the British Government with
the Rajputana States provide for
payment of contributions. But these
contributions are in the majority of
cases entirely distinct from any pre-
vious levy made by Indore and are
stated to be for purposes of mutual
defence. It has therefore soomed more
appropriate to show them in Class m
of this Appendix (4.0.).

An exception is the contribution of
Partabgarh (Rg, 36,360), the equiva-
lont of 72,700 Balim &hahi Rupsen
proyiously paid to Holkar, which the
Raja engaged by Troatios of 1804 and
1818 to pay to the British Covern-
ment. As Partabgath has not boen
Inelunded in the list of tributary States
i article 4 of the Mandegaur Troaty of
1818, Holkar 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-
gath he should receive the amount of
the tribute. This at the time of
settlement was convertible at Rs.
67,874-3.2 and is therefore paid
to Indore at that rate, although only
Rs. 36,350 is recovered from Partab-
garh. The payment thus ranks rather
a8 an inter-State tribute.

»
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Contributions originally P

id to another State, !
tl?:ad British Government :—

SomepuLE B

.

but subsequently acquired by

(7) by assignment from the original recipient.

e ——

Serial
Number in Name of
Appendiz  State.

Amount.

Rs.

Remarks.

Iv.

Ceniral India Agency.
30. Indore .

Rajputana Agency.
143. Banswars
144, Dungarpur

Central India Agency.
100, Al Rajpur -

660

17,600
17,500

(8,475)

essions b Indore—_-_mntmmd._
(C')I‘r?buw (ngmlnka,) originally paid Eg
Indore to Chiefs of Smlanﬁ, ato
Bakhatgarh and assigned by .tlsem b
British Government. {Details as (t)
date and circumstance of cession no

traceable).

ions by Dhar. )
(D)Tﬁfiies found to bc peid to

when in 1818 this State was
]t)aﬁ;l;x under the protection of th:
British (Government on the conquog
of Malwa. Dhar agroed to ce ;
the first two tributes to the Bntd;sl
Government in return for t (;
recovery by British assistance T‘o
gorritories which it. had lost. . blﬁ
tribute from Ali Rajpur was fixe 3‘77
mediation of the British Governmen
as commutation Tor customs duties
previously collected by Dhar in that
State. It wae oedod 1o the. British
Qovernment by Dhar in 1821,
together with the lerg.mnﬂ t?me:;:S:‘

ow pact of Bhopal), in retu

(;::113‘1) cash paymont of Re. 1,10,000.
Thi¢ payment was discontinued Bftlfl‘
the Mutiny except the amount of :. ﬁ
gribute from Ali Rajpur, which is s lt
collocted by the British Govemmend
and remitted to the Dhar Darbar an
is therefore rather in the nature of an

inter-State Tribute.
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APPENDIX VI.

Extent of immunity of States ftrom contribution to central oustoms revenue
: (1980-31.) :
Rs. lakhs.
Baroda—Port Okha . - .. . L. - 3-80
Bhavnagar . . . oL .. . 05
Cambay . . . o .. . - 09
_ Cochin .. e .. .. o .. - 12-57
Cutch .. .. .. . .. . . 80
Jnnj.iru . Jafarabad -45
Other ports .20
i +6856
Junagadh 13-71
Kashmir o . . e .o 25-0
Mangrol Ve . - v e 1-18
Morvi . .. Ces " .. .. 463
Nawanager . ' el d e 440
Porbandar e e .. e . ..  b5-08
Sovantwadi .. T e . e .. e 11
Tyavancore - .. Ve e .. .. —1'2‘.57
: 182-42

The ghove Acsessmiont is hased on the figares of ono year only—1930-31—-and
in the nwure Of the case, cennot  ho taken to reprosent permanent

" immupjty values. :
Th hin and Travancoré .
o m‘;_em‘;);s g‘:ﬂ A oon given efieot i 1930-31. Export dubios
o 7 B T the ussessmenb..fOf the toosdn that -they are levied on.

4¢ arrived at ou the assumption

aro not included in
o to British Indian export duty. |
erence 0 Rritish Indian tariffa and

&9ods not subjoot
i ;The oF G““h has No ;-ei . .
only m:: t‘mfmum collected by the Stato, both i import and  expOTL
duty, g jta own tariff rates. o Y 193031
The : the Kasbmir immuniy is not based On -
T i, . S T T L
'Y asscased.
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APPENDIX VI,

Extent of immunity of States from contribution to central customs revenue

{1830-31.)
Rs. lakhs.
Baroda—Port Okha .. - . - S 3-80
Bhavnagar .. . o .. . .. . 5l-05
Cambay . .. .. O .. . 09
_ Cochin .. e Ve . .. .. 12-57
(‘utch .. .. . . .. o . 80
Janjira : Jafarabad .- .. L 45
Other ports - e . -20
. -_ 65
Junagadh ‘ . 13-71
Kashmir .. .. . o i 25-0.
Mangrol .. e ' e s 1-18
Morvi . . . cee e A
Nawanagar -+ . v S e e 440
Porbandar Y. . ot ‘e . . 508
Saventwadi - ‘i
Travancore - . . " E_fz
, . 18242
mﬁnt ia based on the ﬁgqréd of one year 0nly——-l930-3l-——md
i to represent permanent

The above 99888

in the nuure © bo takzen

- f the oase, cannot
immupity calves. _ L .
Th hin and Travangore 48 ArTiv: at on tho uesumptipn

that Beﬁo';? :.gf:;exi\t had boen givER ofoot in 1930-31. Export,.d“ueg

are not incluﬂed n the assessment, - for the -yeguion thab -théy ae 1evied on,
British Indian oxport duty- . '

- THe agocem cutch hes 1O reference 10 British @ndm-n tarific  and

Caly atates a}f:mufl:gunt oollected DY the State. both in import and export

duty, a¢ jts own tariff rates. o | 1930 .

laced > hmir jmmunity 18 1O on X

\ — ‘l:ll:,m‘t io::ren H‘;l;lﬂ t:ser:{;: figure at which we congider it may be
. 3 » 18 5 b
5 fairly anscascd. o
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