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RECORD I 1

Memoranda by the Secretary of State for India on
the Financial Implications of (1) Provincial Autonomy
and (2) Federation

1. The object of this paper is to afford some guide to the point';s “ﬁhlch
may arise in discussion of the financial implications of the comstitutional
changes now under consideration; it does not attempt to supply answers to
the problems which arise, nor do any opinions expressed reflect the views
of His Majesty's Government. Figures are given in crores of rupees; one
crore—i.e. ten million——of rupees is equivalent to £750,000. 'St_erlmg
equivalents, in millions of pounds to two decimal places, have been indicated
in the margin. o

2. The problem of the allocation of resources under the new Const:,ltutlon
may be considered under two heads; firstly, the readjustments whlo’h are
desirable in the financial relations of the Centre and the Provinces if the
latter become autonomous; and secondly, the financial implications of the
establishment of a Federation. As far as possible, the two points are
separately treated as Parts I and II below. A summary of the proposals
in the White Paper is given as Part I1I.

Part 1. .

3. At present all the revenues of British India are in theory available
to the purposes of the Governor-General in Cot{npll, and the Government
of India Act of 1919 does not recognise any division bet:ween the revenues
of the Centre and the Provinces. But Rules upder section 451 pf tl}e Act
assign certain sources of revenue to the Provinces, corresponding in the
main to the provincial subjects administered by then}, though the Centre
retains a final call on all the revenues of the Provinces (see Devolution
Rules 14-20). In practice the Provinces budget for the disposal of the
revenues accruing to them under these arrangements and tl}e Centre only
intervenes to the extent of requiring a Province to re-establish 1ts.ﬁnances
in the event of a deficit. The general result at the present time is shoyvn
in the following Table, from which may be g:f,t}.lered the manner in which
the total revenues of British India are now QIVIded as between t}}e Centre
and the Provinces, the main sources from which revenues are dern.’ed, and
the relative importance of the various items of revenue and expenditure.

L]

TasrLe I.

Estimates of Revenue and Expenditure of Central and Provincial
Budget Bstt Governments in 1933-34.

PAGE
VIIL.——Memorandum by the Secretary of State for India in
regard to the Memoranda submitted to the Com-
mittee by Mr. Douglas Dewar (vide Minutes of
Evidence, 7th November, 1933) ... 143
IX.—Memoranda by Sir Phiroze C. Sethna, 0.B.E., and by
the Secretary of State for India on the future
constitution of Aden .. 149
X.—Memoranda submitted to the Committee on their
departure by some members of the Indian
Delegation on the proposals in the White Paper
(Cmd. 4268) :—
1. Sir Akbar Hydari on the White Paper
proposals in general <. 169
1a. On the Federal Scheme... .. 181
18. On the Central Subjects .. 185
lc. On the size and composition of
the Federal Legislature .. 189
1p. On Railways ... w197
2. Sir Manubhai Mehta on Federal Finance 199
2a. On Constituent Powers ... .. 201
8. The British Indian Delegation, Joint
Memorandum ... 208
4. 8ir Tej Bahadur Sapru on the White Paper
proposals in general .. 239
5. Mr. A. H. Ghuznavi on certain points
affecting Bengal ... .. 821
6. Mr. N. M. Joshi on Labour representation,
Franchise, etc. ... 323
6a. On the position of Labour
Legislation under the Proposals 325
7. Sir Hubert Carr on the White Paper
proposals in general o329
8. Begum Shah Nawaz on the position of
_ . women .. 385

, Central Ezpenditure.
Central Revenue. . = = e =
Crores. millions. Crores millions,
Customs (net)... 50027  B7°1 Post and Telegraphs (net) ... . 46
Income taxes (net) ... 17:21 1291 Debt: 097 673
Salt (net) e 7-60 570 Interest (net)

ther taxes (not) 60 45 | Reductionof Debt... .. 689 517
Other tax ——— ——— | Givil Adminisiration (net) . 876 657
75°6% 56-76 | Pensions (net) e 302 2:26
P Sk 63 +47 | Civil Works (net) 172 1-29
R et Nil  Nil | Defence Services (net) 46°20 8465
C\?rlr‘:ngy and Mint (net) 1-11 *83 | Subventicn to N W.F.P. 1-00 75
Payments from States T4 56 | Miscellaneous (net) 74 i
Total . 7816 06862 Total 77-91 58+43

oo igl Reven _e:.—— Proviucial Erpenditure.

4R vem]u: ’ 2 cv.t‘..u 862 2647 | Land Revenug and General
Land Re 1485 11'14 | _Administration 14-86  11°14
fixcise ... - 1240  9°30 | Police ... .. 12:38 928
e e on 1-14 85 | Jails and Justice 766 576
S:hgecsluled 'I‘ax'f':s . -43 *82 | Debt ... 4+21 3+16
——— —-—— | Pensions 508 ggé
.. 64°11 48:08 | Education ... .18 .
Total taxzevenue - 6o 52 | Medical and Public Health... 5.23  3.92
FO!“? (ne(xzet:)" -49 87 | Agriculture and Industries ... 2-89  2-17
o aneous . o 11:32 849 | Civil Works e L 833 63
N.W F.P. subvention 1:00 75 | Miscellaneous ... 7:3¢ 56l
Total T77.61 b8.21 Total 7978 59-84
A2
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[Continued.

to provide, after its satisfaction, for

> 3 a surrender by th : :
the present or in the future, of any part of the inc):nneew()ehi Iiltrf%é either in
from the sources assigned to it? which 1t can draw

8. It would not be useful to attempt i isi
quired to satisfy the first principle ofppaz:-g)ér;::}il%at:x(;f : h: 15?”“@ re
?:slts;zlrl:g con:;.tlons and modifications which can be cleaII)'Iy fnoresz basml*‘ot
of Def?;’cecz lft cannot be takG}n for fundamental reductions in :}rll‘; C (;r
i frt, or new taxes.whxch cannot be expected to materialise i ; tahe
the expendil;ul;;e :;32 1;};6 t}l’:eld of which is problematical, roaching

[ e current i
emphas}.‘sef1 f/‘h‘f‘t the figures shown re’preg:::r:llle br:(;ﬁftt ,oflt st amain ; be
The principal item, Defence Services, stood at 56.93 crores*sev:rfoeconomles.
at?dtlfhe fall to 46.20% net is due largely to retrenchmerft vhzimlf a%o,
(n s xtont of about 1 crore) o th ful in commodity riers falor
] e temporary. The present budget figure i
B i Mery b a bty swatying the sormal ennement
4 s Tor 1t | i :

?}?Cks oftslllpphes and the postponoment. of {;)u}i)ﬁlsinlgnvaoyizeit}t;zf tlel)letxon of
pox?ti:)l:xof S:ge“ hiad, Debt Services, already reflects a subs]tla;,orili‘aflmes.
portion of ;},1 possible savings by conversion, so that the range of y PE‘;‘
foor h: l'ri ednear future is limited. Civil Administration has p?SS;de
of g e T Forlized, tho Hgure of 876 croress not ropresenting a decronse
cortainly Iea gul‘ years. The expenditure side of the Central b gase
» ppears to bear out the Finance Member's descri b ‘1} get
cut. Furthermore, there are certain more or less visi ]/ prion of  fine
accounted for. The complete restoration of the > eiblo incre
more than 1} croresY (excluding Railways). P
;;st)ozlslﬁ c:ﬁd}? foreseen apart from the federalising of the Centre:
Fedl sible addi ional cost of.the new constitutional machi S e e
eration will be considered in a later paragraph Th(o inery due to
factor in prospect appears to be the gain of .6 cro.re*.. :h only oﬂ;settl.ng
the Provinces with the cost of their Audit and Account: It‘,oug'h charging
for by the Centre. On the whole, it seems improbable tﬁa: oll))lli'egietnt paid
atory ex-

penditure will decline in the next fe
rise slightly above its present level. ¥ years, and even possible that it will

In approaching

ases to be
ay cuts would cost rather
We are here considering only

9. Clearly therefore the resources rese
}c):;)rcll;ce no less revenue than is at prr‘::gnio Zgzig%?:re QESt continue to
ansfer to the Provmcps must arise either from a h h Y g for
existing taxes and an improvement of the non-tax soti%cer yield of the
qunlng up of new sources of revenue. An examination of tehst’a Ortefro_m 't'he
gu;mprovemep; l.n fa)usfqng sources is not easily reduced to con‘f:):etemiimhtles
o ‘(‘nzz conslleu}?lon is of relevance. Non-tax receipts, especiall gures,
! mfnermal departments, have declined heavil un’d phcm' y from
of depression. The extent of this decline is shown by o e Influence
figures at page 215 of the Statutory Commission’s Regojtoom.pa“”n of th'e
for 6.25 crorestt from Railways and 2.35 crorest? from;myh]gk,“cook credit
of economic depression, tax rates have been so enha;xced a; \t,plu.m' In spite
increase of over B4 crores;§§ this has involved very high r ‘;egWe an actugl
which it is difficult to maintain. An improvement ir% tha o rain
pendent on 'world economic recovery, to which India mae b[;()smon Is de-
react as rapidly as almost any country; railway receipts fbcf)r in fj‘chected g
on previous occasions shown great resilience to a sudder’x recovjr;nic::’ tu;:‘:i’e
e

ON INDIAN CONSTITUTIONAL REFORM 5
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(1) PROVINCIAL AUTONOMY AND (2) FEDERATION,

conditions, and it has just been shown how important a part they cap
bear in the total Central receipts. On the other hand, there are some rather
more ponderable adverse factors to be considered. Firstly, unless and until
recovery takes place, the position is bound to remain somewhat precarious.
Thus the trade balance depends on gold exports, a discontinuance of which
would affect India’s power to finance imports and makes serious inroads on
Customs revenue. Secondly, whether or not there is an early recovery, the
following points must be noted. Customs receipts are already being heavily
reduced owing to the effect of a protective tariff in stimulating a rapid
growth of the white sugar industry; while the high protective duty on
plece-goods may also produce a deterioration in receipts. Currency receipts
would be reduced by rather more than 1 crore* per annum in the early
years of the proposed Reserve Bank, pending its development of full profit-
earning capacity. Receipte from Opium (now .63 croret net) may be ex-
ish after 1935 owing to the policy of restricting exports.
Moreover, the separation of Burma would occasion a net loss to the Central
budget of from 2 to 4 crores]—the exact amount cannot be stated as several
important questions have yet to be settled, but this seems a safe estimate
of the probable range. Thirdly, the scope and rapidity with which the
effcots of recovery would be felt are subject to further limitations. Some 13
crores§ of revenue in the current budget are attributable to the recent
* emergency 7 surcharges on Customs, Taxes on Income, and Salt. A re-
duction in the present high rates is generally considered desirable, and
presupposes a very considerable economic recovery if the present yield is to
be maintained at lower rates. Again, although recovery should bring about
an appreciable improvement in receipts from ¢ commercial”’ departments,
yet in looking at the levels attained in the years of comparative prosperity
it must be remembered that the Railways now bear heavier interest charges
than in the previous period; their reserves are heavily depleted and must
stored as conditions improve; and even the present un-
on is arrived at after benefiting to the extent of nearly
14 croves|| from” pay cuts. The Posts and Telegraphs Department is also
s favourable position owing to the burden of revised salaries. To
al revenue position therefore, it may be said that,
without a general trade recovery, the position is not only precarious but
liable to some deterioration. With trade recovery, the Central position will
rapidly improve, but the exact measure of improvement is not predictable,
and it is not until we have seen the earlier stages of recovery that we
shall be able to determine the extent of the additional resources on which

pected to van

presumably be re
satisfuctory positi

in a les
summarise the Centr

we can count.

ate prospects of opening up new sources of revenue,
there is nothing to be added to the conclusions in Chapter III of the
Federal Finance Committee’s Report. These were that a Central excise duty
on tobacco grown or manufactured in India could not be relied on to yield
any substantial revenue in the near future; that an excise duty on matches
was a praciinal proposition and might yield 2% croresY in British India; but
that no immediitely reliable sources of new revenue could be detected in
the direction of other excises, monopolies or special treatment of certain
stamp duties. Though the Central Government (whether Kederalised or
not) may be compelled to make the attempt to raise fresh revenues by
means of new excises, yet it is possible only to conclude that the excise
on matches is the sole new tax which can now be taken into account as
an immediate reinforcement of Central revenues.

19356
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11. Summarising the position at the Centre, it ma

eYerythin_g depgnds on world economic recove,ry, am)i] E;Za(flztgjss;a:fg z::lf
given which will be likely to operate on the rapidity or extent to which
Centr.al ﬁ_nances v"'x_ll react to recovery, Moreover, in estimating the
practicability of utilising any future expansion for the benefit of thf Pro-
vinces, it must not be overlooked that the reserve power required by tho first
principle enunclated_ in paragraph 6 above has to he established 'y in other
words,.that a repehtlox? of depression cannot entirely be ruled (; t (f)the
rec]_mpmg. The conclus:lon may be stated in general terms ag follc?wso The
position of the Centre is at the moment such that it has great diffi ity i

meeting the obllgatory demands of Central expenditure, demand l }?U hy 12
not in themselves easﬂy‘ susceptible of further reductioil An is rove art
would therefore be required before it could make the pr(;vision 21’::"‘3;“‘;“

zgﬁtsgftxvsfﬁic;ﬁogv iﬁf 115(1)1:, %ec%n.d pl;ien;iple as stated in paragraph 6 gbof:a t)ﬁ;

vhich : e discussed in ) :

substant}al improvement would be requ?fgggg:flgxl‘el?t; »\'ﬁu{(lllr:’;};aF mueh ition
to' prov1fie .funds for the satisfaction of the large rements of th
third principle stated in paragraph 6 above €% reqiirements of th
' 12. Turning now to the provision neces
1ssues are raised which have occasioned

financial settlement following the passin i

able additional resources at the dli)spomlgo(;f ttil}iae ﬁr?v?rfcig lgngli%ed s ider
the .ﬁnances at that time available to the Centre This ; o deploted
levying fixed sums by way of ““ contributions ' roninusted by
Bihar and Orissa); the method of assessmen
rise to much debate and to some contentio
and the Centre and between Provinces the
to assess them on the amount of the addition
made available to each Province. As g resul
industrial centres complained that the as:
Centre deprived them of revenues earned
leaving them only fixed or unexp

sary to satisfy the second pripej
principle
much controversy in the past. g‘he’a

t of these contributions pa

n both between the l’rovi%lc‘g;
mselves, It was finally decided
al revenues which the settlement
t, the Provinces which contained
signment of income tax to the
or collected in their Proginces,

> . anding heads of )
produced commodities on which an export tax is lerfilflmffﬁchTfﬁs?ulingi

material on which an excise is levi . 2

assignment of those taxes to 211;801:;;:;1 dS;rci}:;e gsthoxl) cfompla.med that the
which were legitimately provincial. The agricultu:«:l] (1}) sources of taxation
that the contribution levied from them did not take i t"OVmces complained
for working up to standards of administration which Into account the need
had made possible for more developed Provinces: and previous circumstances
to resent the burdens which, i i v ; and they were also inclined

- which, In their view, a protective policy ti

them, largely in the interests of industrial Provinces Thcy 1rust upon
were remitted with early effect in the case of Bengal ; '.lnd t}? contributions
of Central finances, due partly to the gradual reducti:m‘ of DO;" improvement
ture to more normal levels and partly to the resilience of ougt: ence ;erndl-
tax receipts to 1§he increased taxation imposed in 19221-2‘3 ms and income
complete extinction of the contributions of the remainin: Dg!;mlf,ted the
1927-28. Though this left the Provinces as a whole wit}t"-fg;ge;o;'étslocﬁi in
there remained inequalities between the standards of administration WIfies};
those resources permitted. That disparity in standards was, in fact, a resuclt
primarily of historical developments and of the inequality of natu;ai condi
tions. Thus, the permanent settlement of land revenue which obtained ix;
some Provinces was less favourable to the development of income than settle-

ments which could in other Provinces be revised in accordance with the

" from the Provinces (except
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increase of cultivation or the rise of prices. Again, the possession of sources
of water supply had enabled some Provinces to improve their resources more
rapidly than others less favourably situated. (For example, in 30 years.the
Punjab has brought about one-third of the cultivated area of ?he Province
under irrigation from State canals.) The resultant disparity in standards
is illustrated by a statement given in the Report of the Statutory Com-
mission (Vol. 11, p. 223) : —
Tasre 11. )
(1) Erpenditure per head of population according to 1929-30 Budgets
in rupecs, and ) - .
(2) Density of population per square mile.
United Bihar Central
Madras Bombay Bengal Provinces Punjab Burma and Orissa Provinces Assam

s. 4-1 8-2 2-5 2-7 5.5 8-6 1-8 3-7 3:9

8; : 279 156 608 427 207 56 409 139 143

13. It was the general conclusion of the Statutory Commission that it
would not be feasible to undertake now a radical readjustment of Provincial
finance on a basis which would allow of an equalisation of standards as
between Provinces. It is almost impossible to evaluate the different factors
necessary to such an operation, such as the character of the pppulatl(_m., the
claims of urban and rural interest, or the effect of differences in administra-
tive methods which have been evolved over a long series of years; nor is it
likely that a tribunal could be found the judgment of which would satisfy
the rival interests of the Provinces. In any case, the narrow range of
finance available scems to leave not alternative to’procee.dmg at present on
conditions as they exist in an attempt to satisfy 1_mmed1ate needs. It will
presumably be regarded as axiomatic that the position of no Province should
be worsened under the new arrangements. Thqre Temains the question of
implementing deficit budgets, firstly of the existing Provinces, and se(_}ondly
of the Provinces which it is now proposed to create. The Federal Finance
Commit%ee attempted, in paragraph 1'1 of their Report, to forecast the
probable future position of each Province under_mofe or less normal con-
ditions in the future. The result is reproduced in Table IlI below. As a:
guide to immediate prospects, however, the figures of fche 1933-34 budgets
also given below) are more strictly relevant. These, 1t sl_wuld be noted,
I(-epresent the position arrived at after severe retrenchment in some, though

not perhaps all, Provinces.

Tasie IIL
Province. Federal Finance Forecast. 1933-34 Budgets.
(Surplus + ; Deficit - gurplus + 3 Deﬁ'cit_—T),
Re. crores = £ million. 8. crores = £ milliun.
B T —— -~ A .
Madras - — 20 — 15 4 04 + 30 ‘
Bomba — 65 — 49 — 28 — 21
Benvaly —2°00 — 160 04 —9219 30 —1°64
United Provinces .. + 2 + ‘19 + 0 + 2
Barma (No estimate) %+
Bihar and Orissa ... - Zg - .?3 2 Yy
Central Provinces ... T _ 49 — .35 6
ﬁ’:-:l?-West Frontier (No estimate) + 04 — .08
Province. _

r{;ﬁ— —4:37 4 4 —3-28 + -85 —3-02 4 64 —2:97
Or deducting Burma and N.W.FP.. 4 59 -—2:98 +
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(1) ProvINCIAL AUTONOMY AND (2) F'EDERATION.

14. Tt is claimed by the Provinces now in deficit that they are more or
less permanently in that state, even at the present reduced scale of expendi-
ture. It is also probable that the sum of their deficits is not likely to be
much less than the present 3 crores,* while the Federal Finance Committee’s
forecast of about 44 crorest may perhaps represent an upper limit. It
must be remembered that a complete remission of pay cuts in the Provinces
would cost nearly 1% crores] in a full year and that additional expenditure
on Accounts and Audit (mentioned at the end of paragraph 8 above) would
anfbunt to about .6 crore.§ Moreover, increased Provincial expenditure
on new Constitutional institutions cannot be less than an annual charge of
% crore.]| For the purposes of the present survey it would be safe to assume
that deficits of not less than 3 to 4 croresf are to be expected. This, however,
is a mere working hypothesis, and it will not be possible to state the exact
sum necessary to obviate these deficits until an examination of the facts has
been made by some competent authority, which should, it is suggested, take
account only of actual commitments, and not of general needs or projected
programmes of expenditure. It may be noted that there arc certain out-
standing questions of accounts between the Provinces and the Centre referred
to in the Percy Committee Report, of which the pre-Reform irrigation debt
may be taken as an illustration. The accumulated deficits of certain Pro-
vinces also constitute an ‘‘ overdraft '’ of considerable size on the Centre.
It is desirable that the adjustment between the Centre and the P’rovinces
should now be final, and it may perhaps be indicated to the authority above
mentioned that it should make recommendations which would secure this
result. Finally, there are the requirements of the new Provinces of Sind
and Orissa to be implemented. Estimates of the amounts involved are given
in the Appendix to the Report of the Third Round Table Conference on
Federal Finance (pp. 60-61 of Cmd. 4238). For about seven years Sind
would require .805 crore** per annum, and during the succeeding eight years
it is anticipated that the amount would gradually be reduced to zero. Orissa
is likely to require .285 crorett at first and .35 crore]] after about 15 years.
Against this may be set the probability that the separatioz} of Sidd would
leave Bombay free from deficit, and that the surplus position of Madras

* would be slightly improved by the separation of Orissa. Altogether, it is

possible that the provision required for deficit and mew Provinces may
amount to between 4 and 5 crores.§§

15. It is necessary to consider whether this provision must come entirely
from the Centre. Provincial revenues are more stable than Central in the
sense that they react less quickly to general causes such as economic depres-
sion, but they are consequently likely to respond less quickly than Central to
an improvement in general conditions. For these reasons it is difficult to rely
on the possibility of economic recovery so increasing the yield of provincial
resources as to supp!y the funds required to meet the immediate shortcomings
described in the preceding parapraph. The possibility of raising revenue
from new sources was examined by the Federal Finance Committee (Chapter
III of their Report). They concluded that Provincial taxation of tobacco
was not likely to provide much new revenue in the near. future, though
eventually it might be useful; that succession duties &1id the taxation of
agricultural income (in addition to land revenue) are so controversial as to
be unreliable in planning for the future; and that terminal taxes would have
to be strictly safeguarded, and should not be regarded as a normal source of
revenue. It was their general conclusion that *‘such provincial taxes as
appear to be within the range of practical politics in the immediate future
cannot be relied on to yield any substantial early additions to provincial

.
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revenues.” [t seems to follow that the fulfilment of the second principle
enunciated in paragraph 6 above must depend very largely on the ability of
the Centre to make over the requisite funds. The review of the Central
position which was concluded in paragraph 11 shows that the discovery of
the necessary margin depends on the initial recovery of the Central position,
Even a decision to defer the institution of the two new Provinces would not
appreciably alleviate the situation,

16. Assuming, however, that funds will at some time become available for
the satisfaction of the second principle of paragraph 6, it remains to discuss
the methods by which they should be distributed among the Provinces. The
first method 1s the grant of subventions, whether permanent or terminable.
The second is the allocation of the proceeds, in part or whole, of some
Central head or heads of revenue, an addition to which is the grant of power
to surcharge particular Central heads. There are really two stages to he
considered in the grant of assistance to the Provinces, i.e., the initial stage
of implementing deficits and the secondary stage of placing additional re-
sources at their disposal whiclh will allow of their future development (the
third principle of paragraph 6). 1t will perhaps be agreed that the method
of direct subvention is more appropriate to the first stage. At this stage a
logical distribution of parbicular heads on some principle such as that of
population is likely to involve a greater draft on the Centre, because some
benefit is almost certain to be conferred where it is not essential. Perhaps
the only obvious exception to this observation is afforded by the possible
allocation of revenue from the export duty on jute. That may be repre-
sented as based on considerations of convenience rather than of principle,
in view of the peculiar position of Bengal. Its deficit is large, and will
clearly continue. The allocation of proceeds from the duty on jute would be
mainly confined to Bengal itsclf; half the duty would cost the Centre about
1.5 crores,* giving Bengal about 1.35,1 Bihar and Orissa .13 and Assam .05.§
The chief apparent objection to subventions is the evident breach in the
general principles of provincial autonomy which thgy involve. On the other
hand, their claim is strong when finances are so straitened, while some breach
in the autonomous principle seems inevitable even on the alternative plan,
since it seems necessary that any of the present Central taxes, cven if dis-
tributed, must form the subject of uniform Central legislation. Some of the
considerations affecting distribution on the basis of specific heads of revenue
will be apparent from the succeeding paragraph,

17. The third principle advanced in paragraph 6 has now to be considered.
As already indicated, the provision of means for the future development of
the Provinces must depend partly on thglr capacity to exploit their own
rather restricted sources of revenue, but in t}}e main must depend on such
improvement in Central finances as will permit the assignment to the Pro-
vinces of resources available in excess of the requirements of the first two
principles. A further difficult field of enquiry is now revealed, and it will
perhaps be convenient to state the problems very briefly as a series of ques-
tions to be answered. First, 1s it fe§s1b{e in present circumstances to lay
down any scheme of dates which the dlstrlb}xtlon 9f resources should follow?
The Ifederal Finance Committee concluded, in a slightly different connection,
that in effect no prescription of dates at which the Centre could dispense
with revenue was possible. The dev.elopments. since they reported, as
reflected in the later facts guoted in this note, will perhaps be felt to con-
firm this conclusion. Second, if this be agreed, what authority shall decide
when the time has come at which assignment may properly commence, by
what methods, and to what extent? (Conversely, if there be a programme,

£ millions
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what provision must be made for its suspension? i ; aci
b_he fiecision on the Central Executive, I»)vhet;her )th?;ll?s dt}gili\:‘lltl:se(zlf }))Il‘-l(;]l:f
lies in the fact that the interests of the Centre and the Provinces ma here’
be held to be in conflict. The alternative is an Order in Council/ andythere
may be held to be justification for this in the fact that His Ma.jest’y’s Govern-
ment wpuld not merfely be acting in an arbitral capacity, but would be con-
cern'efi in safeguarding what must here be the dominané consideration, the
stability of Central finance. Third, on what basis should shares be a]]()z»'lted
to the Provinces, and from what sources of revenue? This question r“"
highly technical issues and also impinges on the field of i(LteI o usesl
controversy to w'hich allusion has been made in paragraph 12 rprovime
The problem is complicated, contentious and difficult to‘ state briefl
Arbltra.}'y subventions will doubtless be recognised to be out of place i:ebh}"'
connection. The method of permitting local surcharges upon CIthlml ta .
would only possess advantages if the basic rates on which such surcharges w:::
f_ounded were 80 moderate as to enable surcharges to be imposed at a figur
likely to yield real benefit to Provinces. The rates are at prescﬁt toc ;}; rle
to allow of any eﬂecti.ve imposition of Provincial surcharges an‘(l the ));}lgi
must be deferred until the position of the Centre permits o’f its a;l; E'K e
one of thp means by which a Central surplus can gradually be pas elil IOE ?8
the Proympes. It Would then have a definite value as allowin lPr(fvinO o
vary (within prescribed limits) the pitch of their taxation to §uit theil(:es -
needs. In the meanwhile discussion must centre chiefly upon the distribu;:)iwn
of heads of revenue centrally raised. If it were decided to distribute b(}:n
revenue from salt, no problem of great difficulty would arise b‘il;C(‘ dlixstL ib :
tion would no doubt follow consumption; but hitherte dist,:ues:im{ h. o
various reasoms, turned on the distribution of income tax ‘Hg:rle y at :
re-enter the field _of controversy regarding the claims of .the ind W(é "l lomz
agricultural Pr(_)vmces, the former demanding that their positi ustrial an
producers of this tax should be considered before any genlzer;]ug'l ta&}bn:;z'“n
ta:kes place. But apart t:rom the counter-claims of the agri ,ulés rl1 qun
vinces, who base their claim chiefly on the needs of a lar Eg Y d 1;>r'ak ird
populat;;qn, therq are serious technical difficulties in attem %inanto tnc e
geographical derivation of income tax. A reference to pallj'amg hs ;gce thg
of the Percy Committee Report will explain some of these dicf'ii:plt" . tg 70‘
the same time provide details of a suggested scheme o}' allo:ntl'es anh'?lt
attempts to pay regard to both points of view. Tt is necessary to l(;nt w‘h,( ,
. bh'at expert examination 0{‘: the basis proposed by the FederalyFin'f . eé N
mittee reveals some practical difficulties in the application of i(tncg to'rln-
though these may perhaps not he found to be insurmountable. On ti e}iuls,
Perhaps the most hopeful line will be found in the distri‘buéion in :h: f? et’,
mstapcg of income tax, proceeding on an- agreed basis which will recow rs
the incidence and the derivation wf the tax, while contemplatin tl?bg{smw
later stage we may proceed to the distribution of some indi *gt ha e
revenue, such as salt. trect head of

18. Is it possible to go beyond this picture. i e ..
occupy so much of the foreground? Onep can gﬁl;na:;g;gt t;fealtl::ertan}t}eg
with m}lch reserve. The question with which Part I df this n tPT?ClSIOH
corne.d is the introduction of provincial autonomy. It may perha Oseb is 01({):&
yvjhy it is assumed that income must be increased in ord‘er Eo ﬁng th(:a isdd.
tional sumn required to implement provincial deficits, since the expendit .
is actually being incurred already. But it is being’incurred a airr)lst 11 ans
taken from the Centre,. and in some cases -at least there appearsgto b oans‘
prospect that the Provinces may never be able to repay these * overdga?:;n’(;

as, for
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which they have secured to finance their deficits. The constitution of the
Provinces as separate financial units on the one hand implies the withdrawal
from the Centre of any responsibility for the stability of provincial finance,
and of any authority to ensure this; on the other, it implies that Provinces
mu§t be placed in a position in which they can, without borrowing, meet
their current obligatory cxpenditure, including the discharge of the service
o_f loans already secured by them. Moreover, some part of the sum required
({.e., that needed for the new Provinces and for the new legislative institu-
tions) represents an actual addition of new expenditure,

19. It may be convenient to conclude this section with an attempt to
evaluate rather more precisely than was done in paragraph 11 the general
effect of the various factors to which reference has so far been made. So
far as the Centre on its present basis is concerned the Budget is balanced,
but no weakening of Central resources in present circumstances seems per-
missible. Before the first principle put forward in paragraph 6 could be
regarded as satisfied it might be necessary to stipulate at least that the
pay-cuts should be remitted (involving the provision of about 1} crore¥) and
that the emergency surcharges should be withdrawn. The latter postulates
that the amount of over 13 crorest at present attributable to the sur-
charges should, owing to cconomic recovery, be produced by taxes at un-
surcharged rates. Tt may be assumed roughly that other prospective debit
and credit items at the Centre will strike a balance. Thereafter the ques-
tion of creating new Provinces, including the separation of Burma, has
to he considered. For this purpose further improvement of the Central
position would be necessary up to a point at which sums, the range of which
may be placed roughly at 6 to 8 crores,] could safely be spared. It must
be realised that, even with this provision, some of the Provinces, and in par-
ticular those which have effected drastic economies, will start off on a bare
subsistence level. Whatever the precise value of these figures, it is in any
case clear that some considerable betterment of Central finances, and on
an asgured basis, must take place before the Centre can make the surrenders
necessary to establish the Provinces as independent financial units on such
terms as will allow them to rest securely on their own resources.

* Part 1I. .

20. It has been possible to deal separately with the financial adjustments
rendered desirable by the creation of autonomous Provinces because the
federalising of the Centre will not (save in respect of some items of compara-
tively less importance which will be subsequently noted) itself involve any
immediate change in the expenditure budgets of the Centre or the Provinces.
Indeed, it may be found that the task of the Select Committee, in dealing
with the financial aspects of Federation, will, owing to the exigencies of
the financial position, have to be confined in the main to discussing certain
important matters of principle pre-conditioning Federation, rather than

adjustments of figures of a similar range to those dealt with above.

91. It will be hecessary in the first place to examine the present position
of the States in relation to Central finance. The only direct contribution
now made by the States to British India finances is the sum of .74 crore
shown in Table I under the head ¢ Payments from States.”” These pay-
ments have in previous discussions been referred to under the general name
of * tributes.”” The Report of the Indian States Enquiry Committee (1932)
shows that the sum of .74 crore§ is the aggregate of a number of payments
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most'ly secured by treaty, but various in origin. Some payments are due to
specific causes, that is to say, they represent fixed cash contributions in lieu
of the malntenfmce qf a State army, whether under British or Indian State
command, or in quittance of the grant of asgistance by maintenance of
forces for the preservation of law and order in the locality of the St
Others represent tributes originally paid to other
the British Government through conquest or lapse. Others again are of
a more general nature, repesenting contributions in acknowledgment of
sovereignty. There is no uniform system of “ tribute." The lis% of con-
tributing States is a long one, but the sums paid are of very une;ual

amount, one State (Mysore) paying as much as one-third of the whole, while
>

many States, including some of the most important, pay no contribution
at all,

ate.
States but acquired by

22. The Davidson Committee also dealt
tion which, though it does not appear amo
is claimed to have a common origin wit
tories ““ ceded ”’ in the past to the British
in return for specific guarantees of milit
paying a fixed cash * tribute.”
analogous to cash contributions

with another class of contribu-
ng the figures of Central receipts,
h ““ tributes,” namely, the terri-
Government by five of the States
A ary protection, in preference to
The grounds for treating such cessione as

' have been fully discussed in Chapte v
of the Committee’s Report, and the Committee of the Third Rounl()l ';‘able

Conference on Federal Finance accepted the view that some form of relief
was requ.ired in respect of thgm (page 56 of Cmd, 4238). It was held that
retrocession of thg ceded territory was impracticable, and that the alterna-
tive to. retrocession would be the Payment to four States of a;muities
amounting to .37 crore* of rupees. No calculation was made of the value
of the areas cedgd by Hyderabad as that State asked that the milit
guarantee for which it ceded territory should continue in "

23. The Davidson Committee further ranked as a ‘¢
tion ”’ the voluntary maintenance of State Forces
mobilisation of the Indian Army. '
followed, and units maintained are
The total annual expenditure is sa

ary
being,

miscellaneous contribu-
available for use Gn the
Here also no uniform system has been
unequally distributed between the States.

: : id to amount to 2 crorest of ;
valuable as is this voluntary contribution to the military stieflgtlﬁn:)ie?m?il;t
b

the amount mentioned canpot be noted f 1
adjustment, as it takes no account-qof the ;)ll;mﬂsh(::o‘r)lltl:i%ﬁxs’fe(f fbangheﬁl;}arilsiwﬁ
Government through the supply of arms, &c., nor would StateyForces lPevzn
where they . attame.d a level of efficiency necessary for modern wa:rfare
be necessarlly required for purposes of general defence. There are other
minor contributions of a miscellaneous nature (railwa'y and cantonment
lands, &e.), which can be neglected for the present purpose en
24. The Davidson Committee passed f purpose.
and indirect credit items to what are i o .
the terms ‘“ privileges and immuniti;?Een%:%Lyﬂgebéﬁe;zexgshg?:‘iabegl undexi
advantages .Whgch individual States enjoy, by ’Tl'eaty onstitute natn(n'a
respect of certain sources of income which, under F odoration wg ldm?)? s llln
be at the unrestricted disposal of the Federation itself ’ Thu n éna y
developed Federal system, all receipts from the salt mononol us l(lim er a
to Federal revenues; but certain States e Poly would accrue

r njoy privil 1 -
facture or sale of salt, which have been valll:ed aetge?;gnc:;gea;dof;‘o Ii?axélllle
special case of Kathiawar and Cutch he included, at .46 cror,e§ a;mually

Similarly, with regard to customs certain State j
- N . S enjoy b -
ment advantages which are of great financial iml‘,)oitm)l’ceTr:: t%hg:n Ange}fe
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Committee examined these advantages at lengt.h but found t_hat, 11; (’;he
present unstable condition of trade and uncertamty‘as to the issue of dis-
cussions still in progress regarding the interpretation of treaties, hlt was
impossible to supply a reliable estimate of thep‘ future valu’e for lt) el};ur;c
pose of buying them out. The value of the immunities en;oyed. y . o
the Maritime States amounted in 1931 to 1.80.crores,* but may since have
decreased with the decline in imports. The adjustment of thes'e z.zdva.ntages
will have to remain for settlement during the process of negotiating instru-
ments of Accession to Federation. It may be contemplu‘ged .that if the
demands made by individual States for compensation on extmptxor} of the;e
advantages involve too great a burden on Federal finances, it will not be
possible to include those States in the Federation. . ] ni
95. These remarks have reference to the financial position of cer a.i)n
States as Governments. The subjects of mo‘st. of the_ States make a su;
stantial, though indirect, contribution to British India finance on accoun
of sea customs. Thus the Butler Committee {quoted in Statutory Com-
mission, Vol. II, p. 271) suggested that the share taken by them of 1mpor1.‘,ed
goods might be reckoned at about 16 per cent. of the total consumption
and the share of customs dnty paid in the States has since been computed
by a Government of India Committee at one-seventh of the total. There
is also some indirect contribution through salt purchases, and a more
indirect contribution through currency profits and ‘proﬁtg of tx"a.dmg com-
panies earned in the States but brought to account in British India.
These figures were of some relevance at a period before Federation had
come under discussion, since the States had then clalfncc.l that they were
entitled to a share of the customs duties of which the incidence might rest
upon their subjects; but they are of less relevance now that customs, .salt
and currency receipts may be viewed as Federal and not as_pqtentxa]ly
divisible between States and British India. On the other hand it is proper
to remark that the States point out that they are also as Governments
concerned in the receipts from cusi}oms duty. 'Tho Stat:es‘ Goyernments
impor% 2 considerable amount of railway, {electrlca] and 1rr1ga}:1ﬁn plant.
They claim that by Treaty they are entitled to Deffmce .w1t.(<1)ut any
payment to the British Government (other than the Tributes paid by in-
dividual States), and that this contrlbqtlon to customs duty does in ef.fect
constitute such a payment. By entering Federation they would saquﬁce
the claim which they have hitherto advanced that they should receive a
ayments.
regg‘%ﬁz tﬁ?g:uESizns relating to Federal finance at the Round Table
Conferences were long and intricate, f‘md turned in part.on_arguments of
a somewhat theoretical nature. Thus it was sought to _redxstnbute proceeds
of taxation on the assumption that t}}e most appropriate field .of' Fedorgl
revenue lay in indirect taxation, leaving direct taxation to Brlt}Sh India
units. But, as the figures given above appear to show, the receipts from
income tax are (at all events at thg .present) ) f'ar necessary to Federal
solvency that their allocation to British India units would probably hhave
to be only nominal. The latter would glmo:ﬂ;t certainly have. to pass them
b(:;ck to the Federal Government. Again, it was at or;g t]l)mI? Sfough,;‘tg
establish some difference between that portion of the'P_ub ic Debt or w 1[0,
commercialised or similar assets exist and t_hat which is uncovered by
assets of this nature. It was suggested that since the Feder'al Govemmeng
would take over the assets to which the 'ﬁrst class of debt mllght be relg§eh
it should properly be liable for the service of that dgbt, Whlle the Britis
India units should be liable for the second class, sufficient income tax being
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;?:z‘lllgefi by the ‘Federation to cover the relevant charges. Subsequent
n facstm?ﬁ:ho‘: rthat many debatable questions arise out of this proposition;
of the )ositisoua}:ested division is artificial and divorced from the realities
deﬁnltelaésetsn’b s:'nce the public debt stand§ as a whole sccured, not on
bo argnod thait ut on all the revenues of British India. It may certainly
ns dickin uishedpafrt of the uncovered debt has been incurred for all-India
SOmewhatgdiﬂerentmm British India purposes. Difficultics, though of a
pension charges wi _nﬁturei arose f"‘?m the attempt to discriminate betwcen
Indian, but here e tim“l be considered 'I.‘mperly as ederal or as British
almOSt’impossiblc’ tasd te charges are rapidly diminishing and it would be
no useful purpose ° el iarmme the proper incidence of pensionary charges,
tlons were not fru‘t“t,‘mll( be served by pursuing this line. These sugges-
a means of ,b-,f],- ul of results because they did not in themselves afford

of satistying cither the States or British India units that the

real conditions which the is as . - .
tion could be fulfilled. y envisage as necessary to their entry into Federa-

D e .y e

asiz;a;!clzseofco&ilt;%ﬁ may now be sitate(l as follows. The States desire an
implies not only a ::cy of the. Federation betore they enter it This
defence and the serv[;ceserflt capacity to pay for existing charges, such as
that commitments to th OB pre-Federation debt, but a roasonablo assurance
finances in a positi eh. ritish India units are not likely to place Federal
¥ederal taxatign inon ‘:,1 ich will involve a future demand for increaso of
possibly go beyond ;])lrl ft’l‘ to maintain solvency. Such a demand might
and thus involve a r 3 _tc'ould be met by increaso of indirect taxation
State units. The Preq lisition for direct contributions in some form from

rovincial units, on the other hand, are interested in

seeing that th i
the interests o? ;‘zrggztim:oxiis to the Provinces are not unduly limited in
policy of the Federal Gov. ency. Moreover, responsibility for the futur®

will and should be a mertm'nent, and the financial consequences thercof,
interested in obtainin ; u Ugl cancern, The Provinceg therefore aré
** equality of burdengnn?m the States some recognition of tho principle ©
that the States shoul;l l}l{l l‘eder“t_lon: This does not neuessuri]y’ mean
to that derived from BITI':' (}313. contribution to Federal finance pmportionate
calculate, because w }I]l ish India. That would in any case be difficult

© should have to set off, inter alia, the indeterminate

t Of lnd t i
.
amoun 1irec contr 1bub10ns X.eferred to 1n. paragrap

of benefits; and i h the still moro indotorminate factor
contributio,n of‘t]hI:sdeSeSz;.t:s the Davidson Commitlee point out, the trué
they put into the scal S cannot be weighed in torms of money, Sin¢
Provinces point out th?:; ahportxon of their own sovereignty. ~ But

\ the Federation, _in taking over what are ,“Ow
ke credit not only for rovenues derive
and salt, but also rev . ntially Federt! asscts, such as customs
: ived from a head such ns {ncome tax, whick
in whole or part 4 1es of Central finance, might normally 29
ces from which they are derived. As 8

eS.  For these the States have undertaken

O rGSpoan!hW 3nd they (]
n ) are not 8Sk1ng thelllBOhOS fOI any

28. In effect, g
> com ; .
the following <’luesti0nsi.’mmlse solution must he found in the answers to

Government be sufficient tFo irst, will the finances secured to the Federal
meet, the charges which it is known will 8l
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on it at its inception? Secondly, will any contemplated assignment to the -

Provinces of shares of future improved revenues involve the likelihood that
the maintenance of solvency in the future will place a direct burden on the
States? Thirdly, is it possible to obtain from the States an agreement to
pay some contribution which will recognise the position which has been
put forward above as that of the British India units?

29. In seeking an answer to the first question account must be taken of
the Central Budget as it will stand after making provision for deficit
Provinces and new Provinces, for this will not have been the consequence
of Federation, but of the institution of autonomous British Provinces.
Some addition must be made for the charge which will fall on Federal
finances by the establishment of a Federal Court, and the cost of the
contemplated Federal Legislature over that now incurred on the Central
Legislature; this has been calculated by the Government of India at from
4 to 2 crore* of rupees, though it is possible that the cost of this item may
be somewhat reduced by the States paying their own representatives instead
of allowing them to be paid from Tederal revenues. Allowance must also be
made for the charge which would fall on Federal revenues if the States’
contributions described in paragraph 21 above were extinguished. There
has been a general agreement that “ there is no permanent place for such
excepuional and unegual contributions in a system of Federal finance”
(paragraph 26 of page 96 of Cmd. 4238). The Round Table Conference
suggested that their extinction should be completed within 20 years, and
that a moiety at least should be extinguished within 10 years; or, in any
case, that the whole should he extinguished in a period not longer than
that during which the Federal Government would complete surrender to
the Provinces of the share of income tax which it was then proposed it
should necessarily relinquish. (Reasons have been given above for holding
that it may not now be feasible to consider a surrender of the same extent
or within the proposed period.) The sum of .74 croret representing the
« tributes ”’ would in any case be reduced by the amount of the  immuni-
ties ’’*enjoyed by the individual States paying tribute. (See for fuller
explanation paragraph 443 of Report of the Davidson Con}mittee.) It
should be emphasised in this connection that though British India is
concerned with the aggregate of State contributions and immunities, the
States must enter Federation as separate units; the debits of one State
cannot be set off against the credits of another, and a balance sheet will
pe required in the case of each individual State. The resultant cost to
Hederal finance will have to be determined by further examination, but it
will be less than the sum of .74 crorel now credited to Central revenues.
Provision has also to be made for the credits to certain Stabes on account
of ceded territory (paragraph 929). The estimated amount of .37 croref
would be reduced by the value of any immunities now enjoyed. Though
the acceptance of these claims might constitut.e a condition precedent to
entry to Federation, it might perhaps be decided to spread their actual
satisfaction over a period of some length. Moreover, since these contri-
butions are at present an integral part _of the resources by which the
solvency of British India is preserved, it will probably be contenced by the
Provinces that any breach in that position as a result of their remission
can hardly be charged to British India alone and should fall in part on
‘edera] revenues. This Afgument, it is true, may find a reply from
the States that the tributes are due to the Crown and not to British {ndia
(see Davidson Report, paragraph 37) and that the cost of the new Pro-
vinces alone exceeds the amount to be remitted on account of tributes and

£ millio
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feded territories. As regards the treatment of other immunities and privi-
egtP:s 1(;c')ther t‘}‘mn those which come into account as a set-off against the
gnlngelonvof tributes >’ or credits for ceded territories) somewhat different
statse]d I:t“zﬁs apply. The general principle, applicable throughout, was
: y the Federal Fnance Committee of The Third Round Table Con-
I((‘erf;nce (Report, paragraph 20) as being that ‘‘ each State coming into
etgratxon should, as far as possible, assume liability for an equitable
portion of Federal expenditure.”” This general principle is one which will
Eot doubt be broqght before the Joint Select Committce for discussion ;
0;1 t,,has suggested in paragraph 24 of this note, the final detailed treatment
the complicated questions arising cannot substantially affect the Budget

as 1t will appear at the Inauguration of Federation,

30. 1) however,.the considerations advanced in Part I of this note are
gﬁglr'ecf;; thl;a creation of autonomous Provinces will not be possible until
refefredast een a conmdergble betterment of Central revenues; the charges
Which .“0 in the preceding paragraph will impose an additional demand
o ES d-Wl presuppose a somewhat larger Central balance as a preliminary
4 Se erztfxon, even though the gross amount of this addition may be reduced

Y _Spreading out the period for the extinction of tributes or payment for
ceded territories. Even, however, if improved conditions make it possible
to discharge these combined obligations without actual deficit to the Ceutral
Eudget, t'he States may possibly press that the Centre can only be said to
tl?:ein?":wed at tha‘t stam. of *“solvency ” which justifies Federation »'vhe?n

provement recorded is such as to leave some margin for safety within
the region of Central finance,

31. As to the second question proposed in paragraph 28 the considerations
advanced in P{lrt I of this note point to the conclusion that any assignments
contemplated in favour of the British India units must be viewed as the
promise of future drafts on a Federal surplus; that surplus can only come
to hand at a further stage of recovery in advance of the initial stage which is
required to satisfy the conditions precedent to Federation. It is here pos-
sible only to make the point that the facts revealed regarding the present
Cer_lt.ral position may dispose the States to press that any assignments to
British units now laid down for future operation shall be on a scale com-
patible rather with the requirements of Federal stability than with the
desires of the Provinces; they are likely also to lead them to scrutinise care-
fully the character of the authority empowered to decide when the assign-
ments shall become operative (paragraph 17 above). It is further pertinent
to emphasise here a conclusion which is implicit in previous paragraphs,
that in making assignments it will be necessary to make provision for the
proper ‘‘ balance ’’ of Federal finances., The alienation of an undue share
of sources of direct taxation (e.g., income tax) would leave Federal finances
at a disadvantage if indirect sources (e.g., customs) were affected by trade
depression or by a protective policy, even admitting that some part of the
loss resulting from a successful protective policy would be made good by
increased receipts from income tax. This is a consideration of importance
to the maintenance of Federal solvency, but it is not purely financial. It
is essential that the Federal Government, in discussing tariff policy, should
be able to weigh the results of that policy on its general finances and must
have adequate control over both sources of income, direct and indirect, in
order to give effect to its policy.

32. In regard to the third question propounded in paragraph 28, the
Provinces may contend that the general claim put forward by British India
units (paragraph 27) svould be reinforced by the surrender of tributes and
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the payment of annuities of ceded lands. That loss WOlllfi not have accrued
to existing British Indian revenues as the result of con§t1tutmg autono};no}t:s
Provinces; it is incidental to the institution of Federat.lor{; ’and, Ehoug the
relief granted will admittedly accrue to the henefit Qf 1nd1v1dual :b?lateg,t 3;:t
British India units might perhaps press for a contribution from t e Sta t,;
as a whole equivalent to a loss which has not be'en fllle to the requiremen
of British India units. There may be some hesitation on the part of non-
tributary States in accepting the principle of this claim; but the contentu})ln
of British India would to some extent be met by the agreement of the
States recorded at the Third Round Table Conference (paragraph 8 of the
Report of the Federal Finance Committee of the anfe.rence of 1932). The
States have throughout been opposed to the application to them of any
form of direct taxation, but they then ?greed (thoygh with some df;ssen%‘,lents)
to assume the burden of a ‘¢ corporation ™ tax (i.e., tax on proldts o o;mta-
panies) as from the date on which the Federal Government wou co;np ete
surrender to the Provinces of the share of income tax which the Con ererlllqe
proposed to assign to them. It must be ment:?ned, however, that this
agreement was linked up with the condition that ““ a satlsf_acto’);y yield from
taxes on income is permanently asmgned to thg Federation. That con-
dition takes us back to the answer which can be given to the second qu_esm})ln
(paragraph 28), and does not refer to the particular argumentI glvenb.lnttte
earlier part of the present paragraph. The agrefame}ilt was ba SO su (Jlec ﬂlo
the condition that, the assessment on the companies having ee:lhn(lia .:, o
State may raise the amount due to the Federal fisc by any %i o 1d.21.1ay
choose, and not necessarily by the }'xct'uarl levy of the tax. 1ls1 Eon' ition
Id 'avoid direct taxation, though it is perhaps useful to notg that circum-
e : :sht be held to require that in the interests bhoth of companies and
Sta;‘w; I?;gﬁnan(-e assessment should be made by an agency of'the type of
:lflaten:\:/demployé(i on the assessment of this tax in British India, and that
some arrangement should be made for hear.mg assessment gppeals b{l an
authority of a type similar to that now available to companies assessed in
British®India.

33. It is not easy to assign a precise value to the benefit which Federal

: o nt of a ‘ corporation ”’ tax by the States,
ﬁnanpe WIllll r?CZ;,‘]e t:g:l blhec;)r?s);:in:rable. Its importance lies rather .in the
but it wi cfe r)i’nciple. Indeed, although the adjustment of tributes,
concession 0 é)the like, are of the greatest political importance, and_ the
immuntiss, fa: oorporati(;n tax also possesses its own value, these questions,
conce?fs 1‘0 ltlvi:factorily settled, will not have any decisive bearing on the solution
N ibe mai difficulty described in Part I of this Note. That solution must
of tfhe II(llﬂlifrll the rehabilitation of Central finance; Federation, even on the
R?ost?l;:tisfactory terms, will not itself assist in 1ts achievement.

Part III.

summarise here the propos%_lls of the White Pap'er
f Maelslignaywl;:huif: l;i(l)ocaa,tion of revenues. It will be seen that while
or de % the Federal fisc the major and exclusway Federal heads of
retaining ‘;:' s Customs and Railway receipts, it provides that, as regards
T on suc1 . amely, salt Federal excises (e.g., O{l) and export duties
a secqnd c ats}?’ I:hole (;r par’t of the net revenues den.ved. from any one or
e wtelz, eot‘xrces may be assigned to the units,.whlle in the case of the
i Ofdt teseo; ‘ute the assignment to the producing units would be com-
oxport ugwoulld amount to at least 50 per cent. of i_:he duty. As_shawn ul
g:ﬁgﬂ;ﬁ 16, Bengal would on present figures receive about 1.35 crores,

{ 3
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1Assam about .05 crore,* and Bihar and Orissa about .1 crore,t or a total
t(i)sflaizl Fer(ie(zirt'lacle r:lxlrgnu{es' of 1.50 crores.} This assignment would ;propor-

y C claims of these Provinces to initial subventions on
account of their budget deficits. In addition to strictly provincial sources
secured by the Constitution Act, the Federal Legislature would he empowered
to impose and assign for the benefit of the Provinces certain sources of
Tevenue, viz., death duties, terminal taxes on railway-borne goods or
passengers, stamp duties subject to all-India legislation at the time of
federation, taxes on mineral rights and personal taxes on capital other than
land ; the Federal Legislature would determine the basis of distribution to
Provinces. Ip the main these taxes represent only potential sources of
income of which it is not at present possible to estimate the benefit, and
fnhey cannot be taken into account in estimating the position now or in the
1m1_ned1ate future. _It is also proposed that the Federation shall be empowered
to impose and retain a surcharge on such taxes for Federal purposes.

35. The major add}tlon proposed to the existing provincial resources
consists in the allocation of a share of not less than 50 per cent., but not
more th.an 75 per cent., of the income tax, excluding the tax on-'proﬁts of
companies, and excluding also sums derived from tazes on emoluments of
Federal officers or taxes collected in areas federally administered {Delhi, etc.)
The exact figure will be prescribed by Order in Council, which will l,)e lu.ic.i
before Parliament for approval. A scheme is laid down for progressive
surrender of this source of income, to be completed in 10 years after the
commencement of the Constitution Act; but the process of surrender in
whole or part may be deferred at his discretion by the Governor-General, if
he considers, after consultation with Federal and Provincial Fina’nce
Ministers, that the continuance of the process for the time being wonld
endanger the financial stability of the Federation. It may be mentioned
that out of the present income tax revenue of 173 crores,§ approximately
3} crores|| represent corporation tax and income tax on the emoluments of
Federal officers or attributable to federally administered areas. Of the
remainder, 104 croresY would come for distribution under the proposed
system of sharing with Provinces, the balance of 31 crores** being ranked as
a Federal surcharge, as will presently be mentioned. The amount of each of
these items would be reduced by about one-eighth if Burma were separated
h36. The Fel(llergtion would have power to impose for its own benefit, 51;1‘-
charges on the income tax, and no part of these surcharges w.
the British India or State units. While such surcharges wgerz ?nmj)l[()ler%x(i);i:z
each State member of the Federation would, unless it had agreed that the
Federal income tax should extend to the State, contribute to Federal
Tevenues a sum to be_ assessed on a basis prescribed by Order in Council
As an exception to this, no contribution would be required from the States'
1f'th9 present emergency surcharge (which would rank as Federal) were
still in force. Finally, it ig proposed that the Federal Legislature should
be empowered after an expiry of 10 years after the commencement of the
Constltutlon' Act, to extend the corporation tax to the State members of
the Iederation. This may, if the State prefers, be collected directly from
the State and not from the companies concerned. (On this see m‘g7 raph
32 above.) paragrap

37. The Appendix attached gives certain figures which, though onl
approximate, may be found of some use in an attempt to evaluate thz
financial slgmﬁcapqe of the White Paper proposals relative to the Central
Government’s position as sketched above. Ag regards these proposals, di
cussion will no doubt be mainly directed to the proposal to leave in,coms;

“tax as a Federal source, while assigning a certain share to British India

ON INDIAN CONSTITUTIONAL REFORM 19

Tre FINANCIAL IMPLICATIONS OF [Continued.

6° Julii, 1933.] X '
oMY aND (2) FEDERATION.

(1) ProviNcian AUTON

i i 1 to fix
u d ¢ the assicnment, and to the proposa )
ates, ta bron th sommenceme %onstit;ltion Act, for the operation

dates, as from the commencement of the

of the assignment. A second point will be the propo_sal to makg con:lplils?ry
the assignment to certain Provinces of a fixed portion of t}}e jute gyi,:ha
third will be the measure to which the levy of a coxjporatlon ’fax (1’n e
manner proposed) will meet the claim of British India for a States’ con-
tribution to Federal finances. But apart from any questions of vtlgxs nature
which may arise in consideration of the scheme as set out in the W hl.te Pape;‘,
or indeed of any scheme involving surrender of Central revenues, 1t may be
felt necessary to oxamine the fundamental questions whether financial con-
ditions are such as to affect any assumption we may make as to the date on
which provineial autonomy can be introduced; and further, whether we can
assunte such further general recovery as will enable us now to plan out t-hg
lines of a Federation on terms which will satisfy the States on thq one han\
that their financial future under Federation is secure, and Br}tlS‘}l Indian
units on the other that under Federation they can ].mpe to obtain t_he funds
to which they look for development. In considerm_g these questions, t{lle
assumptions made in paragraphs 19 and 30 reg.ardmg the extent of joe
requisite improvement in Indian finances will, if accept.ed, have an lm(;
portant bhearing. Attention is also invited, in this copnectlon, Eo the secon

halt of paragraph 60 of the Introduction to the White Paper, an:i to the
Secretary of State's remarks in the House of Commons on 22nd February
last.+ ' o
the highest importance to securing

without which the Federal Govern-
which must

* o His 1\'&7(‘.%)"5 Government attach
to the Wederation adequate resources, _which
ment cannot ensure the due fulfilment of liabilities upon
depend the credit of India as a whole.

““A possibility which cannot be dismi
economic and financial conditions might on i i
new Constitution be such as to render it impractica 1 ' :
Federfll and Provincial Governments at the outset of their careersvp;vxth lelﬁ
necessary resources to ensure their solvency. Ift" afte}: t[}:ie bzew(;?:zlozed
templat e ] ility of such a situation shou ¢ osed,
I vl r the position, and it might,

it- would obviously be necessary to reconside :
inter alia, be necessary to revise the federal finance scheme contemplated in

these proposals.”’

+ “ Havine made these two general observations, let me takt}el my tl;on}
and galilant Friend’s points in order. .He says, first of all, that t etstat 1;1(1)9
Indian finance will not admit of setting up a Fede'ral Government at 1

te of Indian finance, much im-

centre. I agree with him that the sta 7 e

it is, i isfactory as we should desire.
R s S i yade here and now to finance the

him fur at i attempt is m ] ce th
Feder;ll Z};Ez}eﬂl;fd lﬁingﬁce at f/l‘ll)e same time autonomous Pr_ovx'ncgs, it ?&l')ll”
be very diﬁicul,t to find the money. 1 do further say that it is 1;1ip0531’ e
for ug to-night to forecast the exact position when'the act of F era:;or;
takes place. I further say to him, and I hope this ‘may to soImfrex {111
reassure him, that I do not suppose anyl?ody'hgre,. or 1pdeed in utl;a,t :}11
be prepared to bring Federation into being if }t is quite obvious tha ©

which is supported by many of

Federation will be insolvent. My own view,
my expert advisers, is that the Federal Government would not cost sub-

8tantially more than the existing Central Government, and that'the problem
of adjusting finances between the centre and the Provinces is much the
same whether Federation is set up, whether Provincial autonomy is started,

or whether we keep the centre as it is pow.”’

ssed from consideration is that
the eve of the inauguration of the
ble to supply the new
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APPENDIX,

(1) WaiTE PAPER PROPOSALS.
Rs. crores== £ million

(a) Deterioration.
(i) Cost of new or enlarged constitutional machinery Say 1 -75
(ii) Alienation of half jute export duty (present yicld) 14 1-13
(iii) Subventions to deficit and new Provinces (addi-
tional to (i1)) . .
(iv) Alienation of income tax (assuming Burma not

separated):—

(¢) 50 per cent. ... About 5% 3-94
(b) 75 per cent. . ... About8 6:00
(v} Settlement of States’ excess contributions About 1 -78

Say 23 1-88

(b) Improvement.
(i) States’ payments under corporation tax or sur-
charges e (P )

(2) CeNTrAL Bupckr.

(a) Deterioration.
(1) Loss of opium receipts -6 45
(ii) Decline in customs... e P )
(iii) Loss of currency receipts ... Say 1 75
(iv) Restoration of civil and military pay cuts ... About 1} 04
. Say 3 2-26

(v) Separation of Burma

(b) Improvements.
About 24 1-88

(i) Excise on matches ...
(ii) Other new taxation (small) ... e (P
(iii) Improvement under loan charges (small) ... e (P ) e
.. -6 -45

(iv) Saving under Accounts and Audit

(¢) Other factors returding effects of recovery.
About 13 9:75

(i) Withdrawal of emergency surcharges ...
(ii) Restoration of railway pay cuts ... Aboutl1i .94

RECORD I—(contd.)

Statement by the Secretary of State for India on the
subject of Federal Finance .

Sir Samuel Hoare: My Lord Chairman, this is one of the most difficult
and complicated questions that we have got to consider. It is difficult in
itself, but it is made ten times more difficult by the conditions in which
we approach it. Obviously, with the state of the world as it is, with the
financial and economic uncertainties that face us, it is extraordinarily
difficult to make cven peneral estimates for the future.

Now, my Lord Chairman, therc have been many inquiries into the ques-
tions that we are here to consider this morning. There was first of all the
inquiry carried out by Sir Walter Layton on behalf of the Simon Commis-
sion. [ think my colleagues will agree that there is no more compwehensive
chapter in the whaole of the Report of the Simon Commission than the
chapter dealing with Finance. Then, after that, came a series of inquiries
carried out either by the Round Table Conference itself or by the Percy
Committec of the Conference. I suppose that there was no question that
gave us more trouble or took up more time in our deliberations in London,
and there was no more complicated inquiry connected with the constitutional
proposals than the inquiry which was made by Lord Eustace Percy and
his Committeo in India. Since then we have had a constant interchange
of communications between the India Office and the Government of India,
and between the Government of India and every one of the provincial
Governments. I make this preliminary observation for the purpose of
showing to the Committee and the Delegates that from the very first we
have fully investigated the difficult problems connected with Federal Finance,
and never, from the beginning, have we shirked the formidable issues that
they create. My Lord Chairman, with this great mass of material, this
series of Inquiries, and this flood of statistics in which we have been in-
volved now over many months past, it seemed to you that it would be well
to have an objective summary made for the use of the Committee’s dis-
cussions. You and 1 had some talk upon the subject, and it seemed to me
that the best thing that I could do to carry out your desire and to meet
what I believed to be the wishes of the Committee and the Delegates as
a2 whole, was not to put in a memorandum from the India Office but
rather to ask Sir Malcolm Hailey to take all the material that is at my
disposal and with his experience, quite a unigue experience, bhoth as a
former Finance Member of the Viceroy’s Council and as the Senior Governor
in India, who has been Governor of two of the greatest provinces in India,
to ask him to make such a summary and to have it circulated to the
Committee. The figures in the summary are all taken from the official
documents, and the India Office and the Government of India take full
responsibility for them. Apart, however, from that, we have left Sir
Malcolm Hailey absolutely free to present the statement* in his own way
as he thought fit. The document, my Lord Chairman, is before the Com-
mittee to-day, and I think we should all say that it is a very full and
comprehensive summary; and, speaking for myself, I would say it is just
the kind of memorandum that we needed if our discussions are to be in-
structive discussions in the future. My Lord Chairman, not “only is it a
very comprehensive document, but it is a document, I claim, that does not
shirk any awkward facts; it puts the whole case before the Committee; it
does not make light of the financial difficulties in the way of progress, and

* Memorandum entitled “The Financial icati inci
At (0 Fogoed cial Implications of (1) Provincial



+

22 RECORDS OF THE JOINT COMMITTEE

O Ta7i .
6° Julii, 1933.] STATEMENT BY THE SECRETARY OF STATE [Contmued.
For INDIA ON THE BUBJECT OF FEDERAL FINANCE.

1t ignores none of the awkward problems that are connected with the ques-
tion. My Lord Chairman, I imagine that the first impression left upon
every Member of the Committee and upon every Delegate is 2 rather de-
pressing impression. There we see sct out in all their nakedness the awkward
i(i}nanclal facts connected with the Government of India to-day and the
L::er:lm?l;:t of India of to-morrow. Let me allude to one or two of them.
man eo: elnﬁrSt of all, the case of the provinces. There, my Lord Chair-
up o’f );)rov?;: - ?ee, if you ]0‘(31( at the figures, connccted with the setting
sion that thecm autonomy, Sir Malcolm Hailey comes to a gencral conclu-
(see para lgexfpel‘l.dlture an°1ved_mlly be something between 6 and 8 crores
ﬁguré)s (; .(;1 Elr Malcolm Hailey’s memorandum). If you analyse the
nesdod f);ruthwx nd first of all that. about three-guarters of a crore 18
that is to © Oﬁlrhead expenses of setting up the new provincial machinery;
electorates ??y’l d'e cost of the provincial legislatures and the cost of the
Provinces Ofmsc.udmg % crore for new machinery of government in the new
a crore that i n ”‘l“d Orissa). Next there is another figure of about half
expenditure t;altmf'o ved by the provincial governments taking over certaln
S rther fiaur 151f now borne by the central government. Then there 13
separated frgm OI (()l' f.rom two to three crores, assuming that Burma 18
crores that wouldnb;af and lastly there is a figure of from three to four
and the provin involved if the provincial deficits were to be rgmoved,
the prOviIs)ion fes flo be set up upon a self-supporting basis. This 1np]udes
areas of Si do resources to cover deficits that would otherwise arise 11 the
ind and Orissa on their being constituted separate provinces.

ma'.l;lha:}f;)tm(l)s ;{n all to a figure of between 6 and 8 crores. My Lord Chair-
in some oot a very formidable figure, and I will come to analyse it
ome greater detail in a moment or two; but let me pass from the
?;:‘::}?ce; t((l) the Federal centre. 1 think you will find that the expenditure
is fore frfz }?ral centre is a fizure of about 2} crores. Of this about § croreé
figure of : hexPenfht“re on the legislature, etc. The other item 18 &
the establli);g api 1, crores which would be a temporary budgetary 1958 on
currenc rf?:n of the Reserve Bank, due to the proposed diversion of
these hz.vgr{,) s to ~the building up of the reserves of the Bank. When
ment in the eeﬁl built up currency profits should again accrue to Govern-
building up ifape ;))f Sqrplgs profits of the Bank. In actual practice the
method by whicha thanklng reserve ought to have some effect upon the
funds. If thev teb Indian Federal Government deals with its sinking
some alteration 'geth etter c_redlt, at one end, they might possibly make
have to re;nembelg‘l th eir sinking fund arrangements at the other. We also
ceded territorie r ;t“ﬂ‘lere 18 .t!‘e complicated problem of States tributes,
the Davidson C:man'tt immunities ” which was so fully investigated by
a review of the sm[:' oy I:art, I of Bir M. Hailey’s memorandum includes
mind that the ulltlir;]ectt. ‘I‘or the moment it is only necessary to bear in
likely, after a 'oclla e cost to fedoral revenues of these adjustments 13

period of years, to reach about 1 crore a year.

Now :

aﬁairs’ arsg.t%\zrdug??lrma?’ all that looks a very formidable state of
factors that ougl?t to §n : rl:ses as to whether there are any countervailing
countervailing facto '13) aken into account. First of all there are certain
is very difficult t rsl,( ut they are of such an uncertain character that it
however, one factoth 20}” }? hat reliance to place upon them. There is,
factor that must nota ble eyond doubt and contradiction, and that is 8
namely, that Indi ° .Org_oten when we approach these broad issues,

Y, ndian credit is steadily improving. I do mnot linger on
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thab point at this stage, but it is a material factor in our general con-
sxde.rations. Next there is the fact that, anyhow judged by past experience,
India responds more quickly than almost any country in the world to an
upward movement in the economic field. India being dependent to a greab
extent upon primary commodity prices, responds equally quickly when
qonm}odity prices fall and when commodity prices rise. Thirdly, there is,
I believe, still opportunity for economies to be carried out in certain fields
of adm.inistration in India, particularly provincial administration, and lastly
‘fﬂnel'? is the fact-—or perhaps 1 should say there is the hope (I do not put
it higher than that at this moment)—that as a rosult of the proceedings
of the capitation Tribunal, the Tribunal that was to analyse the ex-
penditure of Great Britain and India for the defence of India, which has
finished its deliberations, and out of those deliherations might eventuate
(I do not put it higher than that) a contribution of some kind towards
the defence expenditure of India; but, my Lord Chairman, 1 quite admit
that anyhow two or three of those factors are uncertain factors, and that
we must come to a much closer analysis of the figures. We must base our
reasons upon much more definite data if we are to say that the picture
painted by Sir Malcolm Hailey in his summary is not as black as appears
at first sight. *
de?;_fﬁm‘ proceeding to further analysis of the position as I have so far
I)Ublic)(:(i blt’ I will digfess in order to give some figures regarding the
credit :It O_f India, which are, qf course, ix})portant in relation to the
ﬁmounto 70rndla' The total obligations of India are 1212 crores. Of this
division | 5 crores arc'held in India tmd 507 crores 1n England. The
tivek dr“}t‘“to ren}uneratlve and dead-weight debt is as follows. I'{emunera-
inﬁtan(:‘) ——that is debt represented by interest-bearing assets, railways for
in ce in particular—is 969 crores. Not so represented 206 crores, leav-
ea s'mall sum of 37 crores that is held in cash and bullion. )
Slnkmg fund provision, of which the aggregate amount is calculated with
reference to the whole deht, is mearly seven crores a year. 4
Now, my Lord Chairman, I return to the anpalysis of the position already
set out, i B from the figures. The first
fact ; I think two significant facts emerge T 7w, e om Six t0
act is that the great ¢ of this deficit call it, if you will, from
0 ] & er parv o° X ’ ederal Government 11 the
crores, is due not to the setting up © the Feder i in
centre but to the setting up of autonomous provinces upon 2 self-supporting

basis, : i ‘s fact, that by far the greater
I would lay especial emphasis upon this fac ); o6 the Federal centro

pPart of the deficit i e u '
it is due not to the s€ ing uy

gut. to the setting up of the autonomous provinces upon a self—?;xppo::u:)%

asis. Next, a sccond fact that emerges is that a very small pa

this deficit . : ighest figure, $ay; of 10 crores,
cit, tako it if you wil at iy highes’ aly the figures you will

I8 due to actu i . alyse

al fresh expenditure. If you analys '
find that, apart from a comparatively small sum, nam{ely, about @hx::;
Quarters of a crore, for setting up the new machinery in the probvem g
and a figuro of about the same amount, namely, about three-quarters

& crore for setting up the Federal institutions in the centre, the rest of
1 it is due 1

this amount is not fresh expenditure at all, anc

two changes i ; . ¢ India, namely, first of all,
ges in the allocation of the revenues 0 ndfa, A eaving Burma

the change, supposin o is separated from 1

to or three CJZ)I;GS t%a?‘iltl;n:\.ow conltributes to the Indian Central SOV(G)IX':;
;n:nt_ Secondly, it is due to a figure of about the same an;lolm yn;citu-
ti O crores, that is nccessary whether changes take place in the <o anent
lonal field or whother they do mot, 0 put a stop to the perm

oficit in Bengal and the permanent deficit in Assam.
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Now ‘hai
those f:a(::syﬁ’ L'(]T‘Il'ld ghlerman, what are the conclusions that I draw from
this six to 10 cemrz: _conclxiislon that T draw is that the greater part of
changes or whether lsdnee ed anyhow, whether we make constitutional
" putting the provin we do not, that the greater part of it is necded for
whether (‘Onsfitut' cesl on a self-supporting basis, and that in my view,
urgently necessar, Cin tﬁha_nges are made or whether they are not, it is
interests of a r.Y tm e interests of the Central Government and in the
finance that les%vg: Bi;ov;{lc-e like Bengal to bring to an end a system of
finances to get deeper ix%to zlxnhgp:f(i? S{)Ofug}?rmanent deficit and allows its

My Lord i :
is thyat it th(ih:t:;‘?;agé 3}16 Secolnd conclusion that I draw from this analysis
commodity prices eith © wor('i does not get better, if we still go on with
does it make any clia - ati theu-. present level or actually falling, not only
of Indian finances alnl;gle 3 most ‘mp.ossm]e‘ but it makes the existing system
adjust our whole s steos equally impossible.  We shall then have to re-
with which we shall be. fof finance in India to meet the state of affairs
state of the world doe,: :c:d.. Let me emphasise this point, that if the
ment in India is almost 0% 1mprove the problem of the present Govern-
and any autonomo sPas great as the problem of any Federal Government
that event, to read'llllst rovincial Governments, and we have got then, in
ture to uz-ée that iJn sthour ideas to these new conditions. But I would ven-
first of all, to go on mekr_neanwlule, my Lord Chairman, the wise course is,
secure as v:re can, but fa lﬁfg our pla'ng, to make them as reasonable and as
does not imprové we ran l]y to admlt' the fact that if the state of the world
I think it is most imma}; 1ave materially to readjust them; and, secondly,
see, for quite a numbepor ant to emphasise the fact that, so far as we can
India between the Ce rtOf years to come, there is no torange to divide up in
anyhow, in my mind I?:l‘e and the Provinces. The fact that does emerge,
the Central doverﬁ;nast cfinitely as any other is that for some years to come
it be a Federal Goveen ’ Wheth?r it be the present Government or whethqr
the credit of Indi ernment, W’_“ need substantially its present rebources if
to be met. I w 11?1 is to be maintained and if its financial obligations are
the India.n Dal ou t,e’ therefore, venture to impress upon my friends amongst
Conference thaiga '81 who particularly represent Provincial opinion at this
Central Go’vemn’l with the best will in the world, if we are to have a stable
commitments aree::’blf Indian crefln, is to be maintained, and if Indian
Up amongst the P )¢ met, there is no sum at the moment to be divided
such payment of trlf,vmc?s other than, say, a part of the jute tax or some
of Bengal Ino hat kind for dealing with the very exceptional position
any permi;nent, Siymg this I do not in the least overlook the fact that in
mind that th p an.for the division of resources it is necessary to bear in
their present,e requirements of the Provinces are almost unlimited wh'lle
expansive, wh sources of revenue, and in particular land revenue, are in-
heads and th erf;eals the present central sources of revenue are more elastic
venture to sue old of expenditure is, in the main, well defined. I would
sion is co ggest, with deference, my Lord Chairman, that if that conclu-
every os:;lflct' it pomts.once ggain to the Provincial Governments using
what Il?eat g economy in their administration, and (I know very .we?ll
in vie%v of :;h"?s many of them have made) to look at the problem again
economise in cea rtI' have said and to see whether they cannot still further
—if I may mak al;lhbranches of their administration. I think it also points
gates—to this t}O; : 1s suggestion both to the Committee and to the Dele-
in the whole f at in all our discussions on which we are going to embark

ole field of the Constitutional proposals, we should keep constantly
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in mind the fact that there is very little money to go round and that we
must keep the lowest possible limit on any expenditure that may be. needed
by Constitutional changes. T think in the course of our discussions we
must look with even more meticulous and closer attention to every .aspect
of the Constitutional proposals from that angle. Now, my Lord Chairman,
I have spoken, in the main, in general terms, but I hope I have said enough
to show, first of all, that there is very little money to go round; seconflly,
that if the economic state of the world does not improve we must readj}lst
our views gencrally to the whole problem of Indian Revenue and Indian
expenditure; thirdly, that the main cause of the deficit shown in Sir .Mal.colm
Hailey’s Summary is a deficit due, not so much to any Constitutional
changes, as to the system of Indian finance generally.

Let me end, my Lord Chairman, by saying, even after painting the
Picture as blackly as it has been painted, that we can .congratulate ourselves
upon India, as a whole, being financially—uncertain .and black as t.he
picture is that I have just painted—sounder than most qf the countries
in the world. After all, my Lord Chairman, we are balancing our Budget.

The budgetary position has responded to the great efforts made to deal
with the serious deterioration which resulted from the world-wide economic
depression. 1932-33, according to the Revised Estimates, closgd w!bh a
surplus of Rs.2.17 crores; and the Budget for the current year, in spite of

a partial restoration of cuts in pay, provides for a small surplus.
The continued improvement which has taken place in the credit of India

is evi < hat, for example, the 4} per cent. sterling Stock
3 evidenced by the fact that, low as 61, had risen by

1950-55, which in September, 1931, was quoted as . .
Mow T, tco 9117 nnsi o ands ’at about 106. Another manifestation of
the stronger financial position has been the great progress made, during
the last year or so, with the repayment and conversion of short term debt,
both rupee and sterling. incial Administrati
After, all the efforts that we have made in the Provincia ministrations
in the r;a';t yezrew‘: are going, as I believe to show that, at the end of the
year, there will be very few Provinces-—perhaps no Provinces other than
Bengal and Assam—in a state of deficit, and that upon thosehfafgs We.t(;an
B e psclvee. I suggest to the Committee

The wise course, ¢

to-day, in view of these facts, is that we should keep them (;o}nstantly n
mind, but that they should not debar us from proceeding with }:)ur (Iflon-
stitutional plans, and that we should keep in mind the fact that ¢ ?r}?
is no government in the world, either the Indian Govermnent1 or the Brltls
Government, or any other Government, that can accurately say, in the
uncertaintie,s of the world, what the stape of its finances 18 going to be in
12 months’ time. We must go on hoping that there will be a turn for
pon the fact that we have

i d must rely u
the better in the world, and we e e Tale | Contor.

always a med in ou reviou discussions in

\ S assu 1 r previous 4 4 :

ences, that we ’can never make definite estimates until the last moment,
y H

ere must be an expert Inquiry into the financial
;:git?({;nthfvil%s‘:am%?:v?t :ttl l;‘e){ldjusting that position, if readjustment is
necessary, to the conditions of the time.
My Lord Chairman, I hope I have stated, in ggneral terms, the main
factors that have impressed themselves upon my mind,



RECORD 1I

Statement made by the Secretary of State for India in
regard to Press Reports of his Evidence

My Lorp CHAIRMAN,

I would like to make an observation about what has been happening
outside tha Committee during the last few days. I have noticed that both
In India and here, certain answers that I have given have been taken
out of their context, and have been used by our eritics to imply that my
&eneral gttitnde is very different from what it really is. I was very
conscious of the danger of a situation of this kind when 1 offered to give
evidence to the Committee. Obviously, when I am freely and unreservedly
answering questions upon every conceivable detail connected with the
Constitution, there may be many isolated answers that T give that might
be put iato more cautious language. I have purposely adopted the line
of telling both Members of the Committee and Indian Delegates exactly
.What is in my mind, and I have taken the risk of my answers being traduced
In this manner. What I wish to say to-day is that I hope every reasonable
person oatside this Room, whether in India or whether in England, will
ireat my evidence as a whole. and will not sink to an attempt to make
Party capital out of an isolated answer, one way or the other. I feel it
necessary to make that statement this morning in view of some of the very
gross misrepresentations that have found their way into the Press as a

result of our discussions.

*
The following observations were then made:—

Sir Tej Bahadur Sapru: My Lord Chairman, will you just allovy me to
say one word. I am very glad that Sir Samuel Hoare has made this state-
ment, because during the last few days telegrams have been appearing
trom India in the London Press which have caused us mnch anxiety. I do
not know in what light the evidence of Sir Samuel Hoare has been
represented in India, but it is time that Sir Samuel Hoare did utter that
warning, and I am glad that he has uttered that warning this morning.

Mr. Zafrulle Khan: My Lord Chairman, 1 associate myself with what
has been said by Sir Tej Bahadur Sapru. There i¢ not the slightest doubt
that we must take the whole of the evidence of the Secretary of State
together. He is not nearly half way through his evidence yet. There is
also not the slightest doubt that sometimes a series of questions directed only
to one aspect of one particular matter are likely to create, when taken
by themselves, a particular impression which may not be correct. I have
also no doubt that when the time comes we shall place our various points
of view before the Committee, and the evidence will then be appreciated
in its proper light. In the meantime, I associate m_\"s'elf with the hope that
no capital will be sought to be made out of particular portions of the
evidence in any way whatsoever, because that would create difficulties for

the Committee in the discharge of their onerous duties.
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Sir Austen Chamberlain: My Lord Chairman, may I add a word? I am
sure that the Members of the Committee will desire to express their
sympathy with the SBecretary of State. The Secretary of State has taken
a very unusual and indeed, I think, an unprecedented course in offering
himself as a Witness before this Joint Select Committee, and meeting of
Indian Delegates. It is a course requiring some courage, but of immense
kelp to the Committee in its deliberations. The Secretary of State, I am
sure, will have the support of the Committee, and though I have not the
same right to speak for the Indian Delegates, T am sure of their support
also in condemning any attempt to twist his answers for ulterior purposes
or to represent him as other than he has been throughout—a responsible
Minister defending a considered proposal to the best of his ability and with
very great success.

RECORD 111

Memorandum by the Secretary of State for India
describing the nature of the problem which arises
directly and indirectly in connexion with the
proposals in the White Paper relating to High
Courts (paragraphs 168—175 of the White Faper)

THE JUDICIARY—HIGH COURTS.
(Paragraphs 168-175 White Paper.)

INTRODUCTGRY.
The Machinery for the Administration of Justice.

An adequate appreciation of the authoritative position which the High
Courtst occupy in the administration of justice in India implies some
acquaintance with the organisation of the subordinate civil and criminal
judiciary, which is the machine over which they preside. The picture pre-
sented is not that of a judiciary composed of individual judges drawn from

_vhe Bar and severally responsible for the state of business in their respective

Courts. It is nearer the truth to regard the Indian judiciary as an official
corps organised under the High Court with the twin objects of securing

" their judicial independence and maintaining their professional efficiency.

By way of explanation it should be realised that the machinery for the
administration of justice in a Province is an organic whole which may
conveniently (neglecting local variations) be described by the following
table :—

Criminal side. Civil side.

Magistrates with third class powers.  Munsifs.
Magistrates with second class powers. Subordinate Judges, second grade.

Magistrates with first class powers. St_lboxjdinate Judges, first grade.
Distrivt Magistrate. District Judge.*
Sessions Judge.* High Court.t

High Court.t

The High Court both on the criminal and civil side enjoys some original
jurisdiction, but the bulk of its work is appellate. The other Courts in-
dicated above are all Courts of first instance, but an appeal lies from the
decisions of all third and second-class magistrates To the District Magis-
trate, from all first-class magistrates (including the District Magistrate)
to the Sessions Judge, and from the Sessions Judge to the High Court.
Similarly on the civil side an appeal from a Munsif’s decision and from
ihose of the lower grade of subordinate ']udge lies to the District Judge and
from the higher grades of subordinate judge and the District Judge to the
High Court. .

It will be understood that while there is one High Court for each Pro-
vince, the rest of judiciary as described above is grouped by Districts, each
District having a District Magistrate and a'Dlstnct qudge, the former
with subordinate magistrates and the lafter with subordinate civil judicial

officers under his control.

% The offices of District Judge and Sessions Judge are almost invariably
held by one individual, who is commonly described as ‘ District and

ssions Judge.” .
Se* For the meaning of the words “ High Court’ as used in this note,

see paragraph 22 below.



30 RECORDS OF THE JOINT COMMITTEE

27° Julit, 1933.] Tee Jupiciary—Hiem Counrs. [Continued.
(Paragraphs 168-175 White Paper.)

The Subordinate Criminal Judiciary,

2. The criminal judiciary is constructed on a plan uniform for all British
India by an Act of the Indian Legislature (the Code of Criminal Procedure).
Th.at.Act in its Second Part deals with the Constitution and Powers of
Cr_xmma.l Courts, prescribing the classes of Criminal Courts which shall
exist in the Provinces, and assigning powers to each class by specifying
in a schedule the offences of which each class of Court may take cognizance.
Further powers are assigned by particular Acts, Central and Provincial.

The Code of Criminal Procedure, however, leaves it to the Provincial

Governments to provide the personnel required to man the subordinate
crlmn.nal judiciary. At the stage of Sessions Judge a varying number of
appointments are made direct from the Bar, though these have in most
Brovmces been few in number, but below that stage the personnel is pro-
vided (so far as honorary magistrates are not employed) by drawing upon
the administrative cadres employed in the Provinces (the Provincial Civil
Bervice). To varying degrees from Province to Province a distinction be-
tween officers of these cadres employed upon magisterial duties and those
employed upon a.dmmistrative duties has been drawn; but, generally sped-
ing, the subordinate magistracy is employed also in administrative oy
revenue work as well as in strictly judicial duties. .

The broad result, therefore, is that all magistrates are drawn from depart-
mental cadres, which they enter at the outset of their official earcer, and
through which they pass by rising in due course from grade to gradé and
within grades, by surmounting various *‘ efficiency bars.” Progress depends
partly upon seniority and partly upon professional efficiency. The clerical
establishment of Criminal Courts is provided by the Provincial Governments
from their subordinate services.

The Subordinate Civil Judiciary.

3. The Subordinate Civil Judiciary is organised by provincial legislation.
The plan is therefore not necessarily uniform from Province to Province
In fact, there is a good deal of uniformity in general arrangement, bm';
there are differences of detail. Certain classes of court are required to
be set up. The jurisdiction of each is determined according to the pecuniary
value of. suits, and that jurisdiction is supplemented by specific Acts which
' may assign jurisdiction according to other criteria. The provision of per-
sonnel to preside over these courts is generally left to the Provincial
Govgrnment, but in some Provinces for certain courts has been entrusted
entirely or in effect to the High Court. But whatever the method, the
feature common to all systems is that the personnel compose official c’adres
into which normally a man enters at the outset of his career and through
which he passes over efficiency bars and grade distinctions. - The cases in
which officers of these services are employed on work other than stt,ricb]
judicial work are comparatively few. ’ ‘ y

Control of the Subordinate Judiciary.

4. These arrangements are part of a system which recognises that sub-
ordinate courts, civil and criminal, in India, while preserving their judiejal
independence, require a degree of administrative superintendence and conﬁrol
unknown in England. The judge or magistrate in charge of each cop t
makes periodical returns of the state of business in his court, which 'llr
reviewed by the District and Sessions Judge and by the District lMagisbr: :0
at shorter, and by the High Court at longer, intervals, Al couriés ;rg

broadly cover the
‘gre established, an
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regularly inspected, and at least in some Provinces one or more judges
of the High Court go on tours of iumspection round the courts in the
Province. In the course of all this, presiding officers are criticised, com-
mended or reprimanded. There are efficiency bars to be passed and grade
promotions awarded. Transfers must be arranged, leave granted and
provided for, and there are also matters of discipline.

It will appear later how much of this administrative control, which is
very considerable in amount, and very important in nature, is exercised
by the High Court. Much of it has been devolved upon the Court by
Statute; a great deal is exercised by less formal arrangement with the

Provincial Government.
Trae ProvinciaL Hiee Covurrts.
5. It is convenient to examine the problem of the High Court from three

separate standpoints:—

(i) the establishment of the Court, including its composition ;

(ii) the * jurisdiction, powers and authority of the Court ’’; and

(ii1) its maintenance—i.e., the financial provisior{ required for the
.. galaries of the Judges, the pay of the Court’s subordinate establishment
/ and the provision and upkeep of its buildings. i
iy g f these heads will be discussed separately !ater. ’I‘hg first two
| Tho last 0 field of the Letters Patent under which th'e High Courts
d are to be found stated as well in section 106 of ihe

-

/
/

present Government of India Act.

Composition and Orgonisation.
6. The constitution of High Courts is to a certain extent determined
by the specific provisions of the present Act, but is also governed by the
provisions of Letters Patent. Provisions of the former nature, namely those
which lay down the number of Judges and their qualifications, are, broadly,
not alterable by any Legislature ix} India. But th.e Letters Pat(eir_lt, aSL:h?y
stand are by their own terms subject to 'mo.dlﬁcatlfm by the Indian Legis-
lot by the Provincial Legislature). So far, there-

in the case of Burma r
i?)izreaél?he constitution of a High Court depends upon its Letters Patent,
£

the constitution is variable by Central (in the case of Burma by Provincial)

‘legislation.

7. The effect of entry 28 in List IT of Ap.pendix VI of the White Paper
is to exclude matters affecting the constitution and organisation of a High
Court from the competence of Provincial Lc;g1§latures, and there is mno
entry in List I which puts these matters within the competence of t}}e
Tederal Legislature, for, as will subsequently be shown, the terms used in
item 63 of List 1 do not cover matters affecting the constitution apd
organisation of High Courts. Consequently, th'e.propOSals of the. White
Paper paragraphs 168-175, contain t}}e on]‘y provision for the gsfcabhshment,
éonstiéution and organisation of High Qourts. These provisions entrust

tters of this nature solely to the Act itself or t& Letters Patent by the
gm n~ and consequently give no power to any Indian Leglslatur.e to alt(.ar
thrg“ixo’mposition or organisation of any High Court as they will be laid
down in the new Constitution Act or Letters Patentl. - -

ion underlying the proposals in the paragraphs o

8. Th.e g;nerg :;i‘;ﬂ!;ta?the High éourts is that the existing provisions i
the Wit apmenf of India Act relating to the chartered High Courts
of the Goverd 1 for the most part be repeated in substance in the

(sections 101-113) wi :
19356
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new Constitution Act without change, except to the extent that changes
are indicated in paragraphs 168-175 of the White Paper. Briefly, these
changes as proposed, nearly all of which except the last relate to the
constitution of the Courts, are as follows:—

(i) That the tenure of Judges shall be during good behaviour instead
of during pleasure (paragraph 169 and section 102 (1) ).

(ii) That there shall be a fixed age limit of 62 for High Court Judges,
instead of the present practice, whereby an undertaking to retire at
the age of 60 is obtained from every Judge on appointment, no age
limit being fixed by the Act (paragraph 169).

(iii) That every Puisne Judge, or every person qualified to be
appointed’ a Puisne Judge, shall be eligible for the appointment of
Chief Justice. The present Act (section 101 (4) ) has been lepally inter-
preted as rendering only barristers eligible for the office of Chief
Justice (paragraph 170).

(iv) That the existing statutory requircment that at least one-third
of the Judges of every High Court must be members of the Indian
Civil Service and at least one-third must be barristers is to be abro-
gated (paragraph 170 and section 101 (4) ).

(v) That the salaries, pensions, allowances, &c., of Judges shall 1
future be fixed by Order in Council instead of as at present by the
Secretary of State in Council (paragraph 171 and section 104).

(vi) That Additional Judges* shall henceforth be appointed by the "

Governor-General in his discretion instead of by the Governor-General
in Council (paragraph 172 and section 101 (2) (i) ) and that the same
authority shall henceforth have power to fill acting appointments,
whether as Chief Justice or Judges, instead of the Local Government
(paragraph 172 and section 105),

(vii) That the Governor-General, i.e., the Federal Government, shall
take the place of the Governor-General in Council as the authority
empowered to transfer areas from the jurisdiction of one HMigh Court
to another and to define their jurisdiction over British subjects situated
in parts of India outside British India (paragraph 174 and section 109).

Jurisdiction, Powers and Authority.

9. The phrase * jurisdiction, powers and authority ’’ has a long history
reaching back to the Regulating Act of 1773, and it is employed in sub-
section (1) (a) of section 106 of the present Government of India Act to
indicate, along with the power to establish a High Court, the whole scope
of Letters Patent. The Letters Patent themsclves indicate the distinction
which is to be drawn at least between on the one hand ‘¢ jurisdiction
and on the other ‘‘ powers and authority '’: the broad distinction seems
“to be that * jurisdiction ” indicates juridical competence and ‘* powers and
anthority 7’ administrative, The Letters Patent indicate, for instance, as
regards civil jurisdiction, that that is a competence to try and determine,
whether originally or qp appeal, matters arising in issue between parties.
The criminal jurisdiction is a competence to try all persons brought beforé
the Court in due course of law and, of course, to hear flppeals from the
orders of Courts exercising a subordinate criminal jur?sdictlon. The Letters
Patent, however, do not set out to describe or quclfy the content of the
jurisdiction. The law to be administered by the High Court is left to the

* Additional Judges are Judges appointed for a period as distinct fr;")m
permanent Judges of the Court,
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competent legislative authority in India, and the scope of the appellate
power of the High Court is also left to the operation of existing legislative
provision in India or to subsequent provision which in this respect, may
hereafter be made by competent legislative authority in India.

Jurisdiction.
10. The present position is as follows:—

11_1 spite of the existing concurrent jurisdiction of the Legislatures in
India, it has been held that the provision in the Letters Patent enabling
only the Legislature of the Governor-Gemeral in Council to amend Letters
Patent excludes the competence of a Provincial Legislature in any matter
affecting a High Court’s jurisdiction. This, however, is not the position
in Burma, where the Letters Patent differ from all others in granting
power to the Provincial Legislature to amend the Letters Patent of the
Burma Court.

Section 106 of the Government of India Act withdraws from the High
Courts original jurisdiction in any matter concerning revenue, or the collec-
tion thereof, but even this provision of the Statute is, owing to the opera-
tion of the Fifth Schedule of the Act, amendable by the Central Legislature.

Powers and Authority.

11. The distinction made explicitly or implicitly in Lettcrs Patent between
¢ jurisdiction ”’ on the one hand and ‘‘ powers and authority ”’ on the other
is clear from the nature of the ‘ powers’ there given. They include, for
instance, powers to appoint officers of the Court itself; powers to admit
advocates, vakils and attorneys, and to make rules for their qualification,
removal and suspension; powers to regulate their own procecdings; and
powers to delegate duties of a judicial, quasi-judicial or non-judicial nature
to any oRegistrar, Prothonotary or Mast({r, or other ofﬁcial of thevCourt.

But the powers and authority of the High Courts of this nature are much
wider than those described in the Letters Patent, and may conveniently be
displayed under the following four heads, namely:—

(i) Powers conferred by the Government of India Act,

(ii) Powers conferred by Letters Patent.
(iii) Powers conferred by enactments of the Central Legislature.
(iv) Powers conferred by enactments of Provincial Legislatures.

(i) The powers conferred by the Government of India Act include those

described in its 107th section, ‘“ Powers of the High Court with respect
to Subordinate Courts.” This power has usually been understood to be of
a purely administrative nature, but certain High Courts have recently held
that it confers upon them a wide juridical competence, and have further
pointed out that it is not a power amcndable by the Indian Legislature, as
it is not included in Schedule V of the Government of India Act. It is the
intention on the present occasion to enact thg substance of this section,
but in such a form as to leave no doubt that it does not confer juridical
surisdiction, but administrative powers.
Jurllxjdll);tzgoéal 175, it has been suggested that this authority §hould be spbject
to regulation by the Federal Legislature. But the suggestion made in the
preceding sentence that the nature and scope of this authority should be
laid down once for all in the Constitution Act itself would render a provision
of the nature of paragraph 175 unnecessary.

19356 B2
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(1) Powers and authority conferred by Letters Patent—The details of
these powers have been indicated above. The White Paper itself contains
no provision for amendment of Letters Patent by any authority in India
and to this extent withdraws the powers at present enjoyed, in virtue of
Schedule 'V to the Act and the Letters Patent themselves, by the Central
Legislature (and in Burma, the Provincial Legislature). Nevertheless, the
individual powers and authority enjoyed in virtue of their Letters Patent
by the High Courts swwould be subject to an extent not yet explored to the
jurisdiction of Legislatures in India according as they are covered by one
entry or another in Lists I, II and III of Appendix VI. For instance, the
powers of the High Court under Letters Patent in regard to the admission
of advocates, vakils and attorneys would be subject to any competence which
might be placed in India to legislate for the constitution and control of
the Bar or Bars. Another instance is the High Court’s power to delegate
functions to Registrars and other officers of its own.

(iii) Powers conferred by Central legislation.—Instances of powers of this
nature are to be found in the Criminal Procedure Code and particularly,
in a very wide form, in the second part of the Civil Procedure Code, and it
is presumed for the moment that these powers, as at present, will be subject
to the competence of the Federal Legislature or, to the extent to which they
fall in List III of Appendix VI, to the concurrent competence of the
¥ederal and Provincial Legislatures.

(iv) Powers conferred by Provincial Legislatures.—The most prominent
of these powers are those conferred in relation to the subordinate civil
judiciary by Provincial Civil Courts Acts in certain Provinces: thus in
Madras the civil subordinate judiciary of the Munsif class are appointed
and controlled entirely by the High Court; in the Punjab the High Court
is given the power to nominate persons for recruitment as Subordinate
Judge, which nomination must be accepted by the T.ocal Government. In
other Provinces the position with regard to Munsifs is the same as that just
indicated with reference to Subordinate Judges in the Punjab. But although,
except to the extent just stated, the actual appointment of the civil judiciary
rests with the Provincial Government, in nearly every case the opinion of
the High Court as to appointment, transfer, promotion, etc., is taken and
acted upon by the Local Government,. ’

12. The importance of powers derived from inci islati
tl:le .Pro.vin'ci_al Governments will be apparentpli‘:)xv:br;lcelﬁl 12{1;;?;3020&:& fmx)'::i
vincial judiciary as an administrative machine to which attention has 't?eeﬂ
drawn in the opening paragraphs of this note. It may be added that by
convention also the High Courts are almost invariably consulted in regard
to the confe;'m.ent of certain magisterial powers, such as those ﬂn(ler section
30 of the Criminal P}‘ocedure Code. TIn effect, the whole of the civil ju;liciary
an'd,'to tl'le extent indicated in the introductory portion of this note, the
criminal ‘]udlmary, form an administrative department under the iiligh
Court.s; they carry out a regular inspection of the Superior District Courts
and, in some cases, of the Magistrates’ Courts; they prepare the budget and
control 'the contingent expenditure of the Civil Courts: they make recom-
mendations to the Local Government regarding the pr(;moti.on of the civil
judiciary on an examination of their work; they issue a large body of rules
prescx;nbmg the_ action of the civil judiciary in a variety of matters such as
quesylor!s' relaFmg to judicial deposits and payment of witnesses. Indeed,
the judiciary in India is regarded as constituting a piece of machinery the

efficiency of which is maintained by day-to-d ision by
the High Court. y day ay control and supervisi
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13. The maintenance of this control unimpaired is regarded by many as a
matter of ecssential importance. If that view is endorsed by the Select Com-
mittee, it will be necessary, in drawing up the Constitution Act and t}}e
schedules thereunder, to ensure that the legislative powers to be entrusted in
this respect to the Provincial Legislatures are so defined as to safeguard this
position.

Maintenance.

14. The most important aspects of the problem of maintenance of the High
Courts are financial. The salaries and other allowances of the judges them-
selves (proposal 171) will be regulated by Order in Council and wil} be met
by non-voted provision (proposal 98). They, therefore, do not fnll w1th1r} t)l‘xe
scope of entry 28 in List II. The more important matters which fall within
the scope of that entry are the provision of buildings required for. the Court,
of the necessary clerical establishment and of the mumerous miscellaneous
matters clagsed as ¢* contingencies.”” The effect of the White Paper proposals’
would be to leave all these matters to be regulated by the Provincial Legisla-
ture and Government, but to cnable the Governor (proposal 98, sub-section
(8)) to certify, after consultation with his Ministers, the sums required for
these expenses of the Courts and thereby to remove them from the vote, but
not from the criticism, of the Provincial Legislature,

FEDERALISATION OR PROVINCIALISATION.

15. If the question be asked whether the White Paper federalises or pro-
vincialises the High Courts, the answer must be given separately under each
of the preceding heads under which the incidents of the problem have been
described. So far as composition and organisation of High Courts is con-
cerned, the White Paper neither federalises nor provincialises. It removes
questions of this nature from the competence of either the Federal or the
Provingial Legislature and entrusts them to Parliament by amendment of t}}e
Constitution Act, or to the Crown by issue of Letters Patent or Orders in
Council. 1 C t o

surisdiction in the sense of juridical competence, the pro-
poigi Ii&sstll‘lezia?lilse Jpower to regulate juridical. jurisdiction shqu]d follow the
power to regulate the substantive law to be interpreted. This proposal has
been accepted by the Governments 1n India as natqral and Iog{cz}l and,
indeed, seems to find support in section 5 of the Colomal Laws Validity Act
and in general principles* acgepted by the Privy Council.

17. As regards powers and authority, it is proposed to make the general
administrative authority of the kind now (‘onferr.ed'by section 107 of f{lle
Government of India Act neither 'Federa.] nor Provincial, but to lay down its
nature and scope and to confer it upon the Courts once and for all in the
Constitution Act itself. Particular powers and authority will be conferred
upon the Court and regulattd by the legislative authority which has com-
petence in the matter to which they z‘efer_. For mstancg, .3,11 powers and
authority which the High Courts may exercise under Provincial Civil Courts
Acts will be Provincial; tho.se.wluch they exercise under the Co_de of Civil
Procedure or the Code of Criminal Procedure, both of which fall in List 111,
will be Provincial or Federal aCCOX‘dI‘Hg as the legislation undertaken xS_that
of the Provincial or the Federal Legislature. The powers at present enjoyed
by courtesy are, of course, not regulated by the proposals of the White Paper.

* Valin v. Langlois, 5 App. Cas. 115; 49 L.J.P.C. 37.
19356 B3
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. 11§'0A§ rgglards maintenance, the proposal is that this should be entirely
e rovincial matter, but it is proposed, as already stated, to give the
vernor a personal authority to certify, after consultation with ‘his

Ministers, the amounts which . ‘
of these Courts. ich he thinks are required for the expenses

n019.0"§‘1hes:f I&Oposals as regards powers ?nri maintenance take account
which g’he n ° geces?m?s of administration, but also of the conditions
experience f.tew‘ onstitution is likely to set up. In the light of past
requisite lo(,3 1 l]i suggested that the Federal Government will lack the
assigned to ai:h nPOWIedge. to enable them to discharge the functions now
othegr than th eC rovincial Governments in the case of all High Courts
existed b:tw . ﬂcutta High Court. (The relations which have hitherto
are due ijn the Government of India and the Calcutta High Court
Court mg:’ ty to historical reasons and partly to the fact that that
and authorist wo PTOVl.nces.Z To restrict tho competcence to confcr power
involve a rizk upi(:m High Courts to the Federal Government might well
Courts botwoen o co}l’lﬂlc)t of administrative authority over subo‘rdmute
possess such aut(ha) the Provincial Government, which would continue to
subjoct, and of t;loni‘,y in virtue of its responsibility for the Provmcgal
Courts Act vest te fact that in the majority of Provinces the Provincial
the Local G0ver5mpov;er of appointment of subordinate judicial officers 11
to possess such a tin ), and (b) thg ng.ll Court, which would also continue
with the stat t(‘)’“ ority, but which, with the High Court centralised and
of India, wo 111d ry Letters Patent powers transferred to the Government
Governm’ent uThcease to have any administrative relations with the ILoca
the past a!{d hae present .system of prqvincialisation has worked we}l in
conditions Fina?l lprpved_ itself appropriate to the varying constitutional
tion of justice is el)’, it rlmght reasonably be held that since the administra-
it should be i ssentially a Provincial subject, the Courts which administer
o0 Tt i ef in relation with the Provincial executive authority.

be féderalls;segrtflfr ]gor consideration whether, if the High Courts evers to
to allow then’l tOe rov.lnm.al Govem_ments of the future would be content
the subordinat 'tie‘m‘am in possession of the power and authority over
vincial le islaan;'e judiciary of the Province at present conferred by Pro-
tives. Thgis is on o ’gs th? resul.t of arrangements with Provincial execu-
o s & consideration which cannot bo ignored, for if tho adminis-
would necessarﬁu (;rum&te judiciary were removed from the High Court it
the Legislature.y ? the charge of & Minister directly responsible %0
feg:;‘aﬁ(zr;,tiz};e o};omt.lof maintenance it is sometimes assumed that the
expenditure on thmg and criminal justice would not involve additional
ture. Enquiries e den;re, since tho receipts on this head balance expendi-
correct when allmezlfeng?;:lxr:lm? to time, however, show that this is nob
account, and in any case this of every kind on this head is taken into
adjustments ranging not onl measure would involve complicated financial
Works expenditure.  The aflm(;:,l?rt Court fees, but stamps and Public
involve control over a considerablsemtwe f“{wtlons qf the High Court

range of expenditure in regard t0

subordinate establishments, Co 1ldi
represented with much fos » Court buildings, and the like, and it has been

in relation to the Lo 1rc§ that these arrangements can best be effecte

the purview of the Ce;tal Government, instead of bringing “them within
knowledge, or could, inraturr(\)ve;:l]ment’ which would not have the necessary
ence to the Local Government itsel):f. acquire that knowledge through refer-
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¢« Higu Courts,”’ OTHER THAN CHARTERED Hica Courts.

99. The foregoing paragraphs of this note have reference primarily to
the High Courts referred to in the Government of India Act (section 101
(1) ), that is, to High Courts of Judicature ostablished by Letters Patent,
commonly known as the Chartered High Courts. But such Courts do not
exist in cvery Province; in a fow Provinces the highest Court of criminal
or civil appeal, though not a Chartered High Court, exercises the appellate
and revisional powers of such a Court. These include the Courts of the
varions Judicial Commissioners and the Chief Courts. The observations
in this note are to some extent applicable also to High Courts” of this
description, but not those which refer to constitution and organisation, to
the general administrative power derived from section 107 of the Govern-
ment of India Act, nor, of course, those relating to the powers conferred
by Letters Patent. The position of non-chartered High Courts * in re-
lation to these matters will require consideration when the exact scope of
the provision to take the place of paragraph 175 of the White Paper,
and the previse extent of item 28 in List IT of Appendix VI, come under
examination. For the present the nature of the problems which arise in

connection with the Judiciary are most conveniently presented from the
angle of the Chartered High Courts.
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RECORD III—(contd.)

Memorandum by the Secretary of State for India on the
Proposals for the future Administration of Indian
Railways

In paragraph 74 of the Introduction to the White Paper it was stated
that His Majesty’s Government considered it essential that while the
Federal Government will necessarily exercise a general control over railway
policy, the actual control of the administration of the State Railways in
India (including those worked by Companies) should be placed by the
Constitution Act in the hands of a Statutory Body so composed and with
such powers as will ensure that it is in a position to perform its duties
upon business principles, and without being subject to political interference.

The paper entitled ¢ Sketch Proposals for the Future Administration of
Indian Railways,” which I now circulate, is the outcome of the delibera-
tions of a Committee which I recently appointed to consider a scheme which
I had prepared in consultation with the Government of India to give effect
to these principles. The Committee was very representative, containing
as it did seven members of the Indian Legislature who came to England
specially for this purpose; five of the delegates to the Joint Select Com-
of whom two were representatives of the Indian States; four
two with special knowledge of Indian railways;
bers were possessed of wide administrative,

mittee,
eminent railway experts,
while the remaining six mem
financial or commercial experience,

2. 1 venture to think that the proposals set out in this paper are, broadly
speaking, counceived on sound lines, and it is gratifying that so large a
measure of agreement has been reached. 1n regard, however, to the vital
question of the method of appointing the Railway Authority (paragraph 2
of the Proposals) a distinct cleavage of opinion emerged.

One scction of the Committee recommended that all the members of the
Authorety should be appointed by the Federal Government; the rest of the
Committee, while agreeing that four out of fohe seven members should be
appointed by the Federal Government, considered it necessary that the
other three should be appointed by the Governor-General in his discretion.
I do not favour the former view as 1 consider that such an arrangement
might conflict with the fundamental principle that the Authority should
be entirely free from political influence, and I would be unwilling to go
further than to allow four out of the seven members of the Railway Autho-
rity to be appointed by the Federal Government. As for the proposal
that the Authority should be established on a communal basis laid down
by Statute, while I sympathise with the anxieties “{hxch have prompted
this proposal 1 regret that 1 cannot support it. If sich a precedent were
set in this case it would be difficult to refuse to follow it in other cases;
and apart from the probability th.at Do Federal vaeipment could afford
to disregard the claims of the minority corpmumtles_ if qualified persons
be available, the reservation of three appointments in the hands of the
Governor-General himself would serve to ensure that the Authority was
representative, subject always to the governing consit_leration that no person
should be appointed who did not possess the qualifications laid down in

paragraph 2 of the Proposals.
3. I invite special attention to the foot-notes to paragraphs 11 and 12
of railways in the Indian States. These notes raise

regarding the position | ) _ '
an important constitutional issue which the representatives of the Indian
States will no doubt explain to the Joint Select Committee.
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4. The Sketch Proposals refer specifically in paragraph 8 to the special
responsibilitics of the Governor-General in so far as they may extend to
the recruitment and service conditions of railway personnel. 1t will be
understood, however, that this does not exhaust the scope of his responsi-
bilities in the matter of railway administration, particularly with regard
to defence requirements. The governing principle laid down in paragraph 1
of the Proposals is that railway policy is to be controlled by the Federal
Government and the Legislature; and where defenco requircments may be
concerned the authority of the IFederal Government will reside in the
Governor-General by virtue of his special responsibility in respect of any
matter affecting the administration of the Reserved Department of Defence.
In this yegard, therefore, he will be in a position to give directions to the
Railway Authority as to the exercise of their functions.

5. There remains to consider the important question whether a Statutory

Railway Authority should be set up by British or by Indian legislation.

As T see the position there appear to be four courses open :—
(1) An Act might be passed in the present Indian Legislature and the
necessary adaptation to the new Constitution made in the Constitution

Act itself.
(2) The Constitution Act itself might contain provisions, complcte

in all details.

(3) Tha Constitution Act might lay down the gencral principles on
which legislation should be based, it being left to the new Indian
Legislature to legislate in detail in conformity with those principles.

(4) The matter might be left entirely to the new Indian Legislature
with a reservation that the approval of the Governor-General in his
discretion would be required to the introduction of the original Bill
or of any amending Bill. ’

In any event it will be necessary to ensure that a Statutory Railway
Authority shall be set up on right lines.

In ny case it would be necessary to preserve in the Constitution Act
the existing rigbts which the Indian Railway Companies possess under
contracts entered into with the Secretary of State in Council,
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RECORD III—(contd.)

Sketch Proposals for the Future Administration
of Indian Railways

1. Subject to the control of policy by the Federal Government and the
Legislature, a Railway Authority will be established and will be entrusted
with the administration of railways in India (as described in paragraph 4)
and will exercise its powers through an execcutive constituted as described
in paragraph 3.

2. The Railway Authority will consist of seven members. The Committes
is divided on the question whether (a) three will be appointed by the
Governor-General in his discretion and four by the Governor-General on
the advice of the l'ederal Government or (b) all will be appointed by the
Governor-General on the advice of the Federal Government. Those members
of the Committee who are members of the Central Legislature, with the
exception of Mr. Anklesaria, support the latter alternative. All the Hindu
and Muslim members of the Central Legislature on the Committee agree
that out of the seven seats on the Railway Aunthority two should be reserved
for the Muslim community and one for the European community. Sir
Phiroze Sethna, Mr. Anklesaria, Sir Manubhai Mehta and the European
members of the Committee, while they would welcome an authority repre-
sentative of all interests and all communities so far as is compatible with
efficiency, do not consider that any special provision should be made in the
statute for the ostablishment of the Railway Authority on a communal
basis. The seven members so appointed must be possessed of special know-
ledge* of commerce, industry, agriculture or finance, or havq had extensive
administrative experience. The Presidentt of the Authority, who shall
have the right of access to the Goverpor-GengraI, will be appointed from
the members by the Governor-General in his discretion. o

The Federal Minister responsible for Transport al_nd Commumc:utlons may
at any time convene a special mee’ging of the Railway Authority for the
purpose of discussing matters of policy or quest_lons of pubﬂhc mteresfo._ At
guch meetings the Federal Minister Wl]llpresule. Th_e I‘eder'al Minister
may by order require or authorise the Railway Authority to give effect to
decisions of the Federal Government and the Leglslatuxji on matters of
policy, and it shall be obligatory on the Railway Authority to give effect

to such decislons. ber of the Federal Legislature or any other Legis-

No Mmlstera (:;ilflﬁ?eligible to hold office as a member of the Authority

e he surrendered his office or seat, nor will

lature in Indi :
till one} year has elapsed sine

_’__—’_‘-————_‘.—-—‘—.7’_‘ . . . s
* . hi would add ““ knowledge of public ‘aﬁmrs.’ )
Mxl'\l ljog}(i? éonsiders that two seats on the Railway Authorlty‘ should be
' reserved for representatives of Labour and the travelling public.

v 51 hat if the Authority is to consist

i d Dr. Abhmad consider that 1 ¥ <
of%r.wgglsgl-:;i;r; Chairman and part-time members, the number should be
P oklesaria consider that special representation should

Mr. Joshi and Mr. A

be given to agriculturalists on the Railway Authority.

i ¢ 4 i he appointment of
p d Mr. Ranga lyer consider that t p
1-"l\({l'1',Js(;ls«'zllildﬂIllme made on the advice of the Federal QOvernment,
by enJ :hi and Mr. Yamin Khan hold the view that in regard to the
! Mr.h'% olf a Legibzlature the year’s disqualification s119uld not apply,
gftmtb:;: ;I;y member of a Legislature appointed to the Railway Authonity
will ipso facto vacate his seat.
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any person be appointed as a member of the Authority who has been a
gervant‘of the Crown in India, a railway official in India, or has personally
lheld rallway contracts, or has been concerned in the management of com-
panies holding such contracts, within one year of his relinquishment of office
or qf the termination of the contract as the case may be. The Federal
Minister responsible for Transport and Communications may, if he sees
fit, a}:tend the ordinary meetings of the Authority or be represented thereat,
but in 'neither case will there be the right to vote. The members of the
Authority will hold office for five years, but will be eligible for reappoint-
ment for a further term of the same length or for a shorter term. (In
the case of the first appointments, three will be for three years only, but
these members will be eligible for re-appointment for a further term of three
or five years.)

Any member of the Authority may be removed from office by the Governor-
General in his discretion if, in his opinion, after consultation with the
Federal Government, there is sufficient cause for such action.

M(_ambers shall be appointed to the Railway Authority who are pl‘t‘l’a"(’d
to, give their services to such an extent as may be required for the proper
performance of their duties as lnid down in the Statute.* Their cmoluments
shall be such as to secure suitable men who will be prepared to devote
sufficient time for the proper discharge of their duties and responsibilities
and will be fixed by the Governor-General in his discretion after consultationt
with the Federal Government, the emoluments of the members of the first
Railway Authority being fixed in the Statute,

3. At the head of the railway executive there will be s Chief Commis-
:IOD:F,tZdhobmust possess expert knowledge of railway working and will be
Gpp m y the Railway Authority subject to the confirmation of the
overnor-General.] A Financial Commissioner will be appointed by the
Governor-Gene}"al on the advice of the Federal Government. He must
possess extensive financial experience and have served for not less than
10 years under the Crown or have shown outstanding capacity in the cob-
duct of the financial affairs of commercial or railway undertakings. The
Railway Authority, on the recommendation of the Chief Commissioner, may
a?poxl}lt; addxtlonafl Commissioners, who must be chosen for their knowledge
(éo n:‘::isv:?y wm;]kmg. Except in matiers relating to Finance the Chief
missioneroneiils all have power to overrule his colleagues. The Chief Com-
the Roo w ACﬂ"'S' out the duties from time to time delegated to him bY
o ailway Authority and may delegate such powers to his subordinate
officers as may be approved by the Railway Authority. .

an‘ﬁ ;I‘él:ielz:ulway ?uthonty will be responsible for the proper maintenance
pd efficie operation of the railways vested in the Crown for the purposes
O'Ha ministration (including those worked by Companies), all of which
wi tz'emrlz‘;,}lln Ix{es_ted in the ('Jrown. for the purposes of the l‘:ederal Govern-
ment. The Railway Authority will also exercise the control over other rail-
ways in British India at present exercised by or on behalf of Government.

* Mr. Ranga Iyer, Mr. Padshah, Mr. Joshi i
Khan are of opinion that the men{bers sﬁou}ll(ll’ lgr:‘A;Avlll::lzdt?;(el’;“:v.}1ill(em:;£
other members of the Committee consider that the Committee’s recommenda-
tion does mnot exc_-h.lde the appointment of whole-time members, should
exgr)elrvxiencg p;gve (’;/hlx\z toRbe necessary, T

r. Joshi an r. Ran “in his & :
culatinn Witl} A ont readg?‘ (I)‘:'lerth}:;)l;ld:&;t o in his discretion after con-
1 Mr. Joshi would add ““ and the Federal Gox;ernment; "

- or by general or speci
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PrO\qsxon will be made for safeguarding the existing rights of Companies
working under contracts with the Secretary of State in Council, and it will
be the duty of the Railway Authority to refer to the Secretary of State
any matters in dispute with the Companies which, under the terms of
those pontracts, arc subject to the decision of the Secretary of State in
Council or which may Le referred to arbitration. It will he obligatory on
the Railway Authority and the Federal Government to give effect to the
decision of the Secretary of State or the award of an arbitrator.

5. In exercising the control vested in it, the Railway Authority will be
guided by business principles, due regard being paid to the interests of
agriculture, industry and the general public and to Defence requirements.
After meeting from receipts the necessary working expenses (including
provision for maintenance, renewals, depreciation, bonus and interest on
Provident Funds, interest on capital and other fixed charges, payments to
Companies and Indian States under contracts or agreements) the surplus
will be disposed of in such manner as may be determined from time to time
by the Federal Government under a scheme of apportionment running
for a period of not less than five years. In the event of a dispute as to
the adequacy or otherwise of the allowance to be made in respect of renewals
and depreciations the Auditor-General shall be the deciding anthority.
Pending any new scheme of apportionment the diSpOS{l] of any surplus will
be governed by the arrangements in force at the time the Authority is

established.

6. The Railway depreciation, reserve and. other funds should be utilised
solely for railway purposes, and be trgated as far as possible as the
property of the Railway Authority. The investment of such funds and the
realisation of such investments by the Railway Authority shall be subject
to such conditions as the Federal Government may prescribe. A Committee
might be convened in India to advise what those conditions should be.

7. Revenue estimates will be submitted annually to the Federal Govern-
ment, fhich will in turn submit them to the Federal Legislature, but these
estimates will not be subject to vote. If the revenue estimates disclose the
need for a comtribution from gereral revenues, a vote of the Legislature
will, of course, be required. The programme of capital expenditure will be
submitted to the Federal Government for approval by the Federal Legisla-
ture. The Federal Government may, however, empower the Railway
Authority to incur capital expenditure subject to conditions to be prescribed.

8. The Railway Authori

the Governor-General in

ty will be empowered, subject to the powers of
the exercise of his special responsibilities, and
subjcet to the safegarding of the rights of all officers in the service at the
time of the establishment of the Railway Authority, to regulate by rules
al order the classification of posts in the railway
d lines in British India, and the methods of re-
for appointment to the service, conditions of
service, pay and allowances, Provident Fund beneﬁts,.gratuities, discipline
and conduct of those services; to makg such delegatlo'ng as it thinks fit,
in regard to appointments and promotions, to authorities subordinate to
it; and to create such new appointments in the State Rall.w'ay Services in
British 1ndia as it may deem necessary or to make to authorities subordinate
to it such delegations as it thinks fit in regard to the creation of new
appointments.  In its recruitment to the rmlway.servxce.s the Railway
Authority shall be required to give effect to any instructions that may
be laid down to secure the representation of the various communities in

services on State-worke
cruitment, qualifications
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India. 1n regard to the framing of rules to regulate the recruitment of
the Superior Railway Services the I’ublic Service Commission* shall be
consulted. Any powers in regard to matters dealt with in this paragraph
at present exercised by the Government of India over Company-managed
railways shall in future be exercised by the Railway Authority.

9. The Railway Authority will at all times furnish the Federal Govern-
ment with such information as that Government may desire, and will
publish an Annual Report and Annual Accounts. The Accounts of the
State-owned lines in British India will be certified by or on behalf of the
Auditor-General.

10. Should any question arise involving a conflict of interest between the
various authorities in British India responsible for railways, waterways
and roads as competitive means of transport, a Commission will be appointed
by the Governor-Genmeral to ascertain the views of all the interests con-
cerned and to report, with recommendations, to the Ifederal Government,
whose decision shall be final. The Commission shall consist of one
independent expert of the highest standing and experience in transport
matters, with whom will be associated, at the discretion of the Governor-
General, two or more assessors,

11. The Federal Government shall lay down regulations for safety on all
the Indian railways and one of the Departments of the Federal Govern-
ment, other than that responsible for Transport and Communications, shall
be responsible for the enforcement of such regulations, subject, in the
case of the Indian States, to the provisions of their respective Instruments
of Accession.

In regard to the railways referred to in paragraph 4,+ maxima and
minima rates and fares shall be fixed by the Railway Authority subject to
the control of the Federal Government. Any individual or organisation
having a complaint against a railway administration under the control
of the Railway Authority in respect of any of the matters which may, at
present, be referred by the Railway Department to the Railway (‘i{;tes
Advisory Committee, may have the matter referred, under such conditions
as the Kederal Government may prescribe, to an Advisory Committee to
be s:;ppointed by t:lle Federal Government. Before the Federal Govern-
ment passes any order on a recommendation of the i ittee i
shall consult the Railway Authority. the Advisory Committeo it

_* Mr. Joshi and Mr. Padshah consider that the Public Service Commis-
sion should be consulted in regard to the recruitment of both the Superior
and Subordinate Services to the extent practicable.

Sir Muhammad Yakub considers that the Public Service Commission
should be utilised in making appointments as far as practicable,

+ Mr. Mudaliar and Mr. Joshi hold that the restriction under this
clause to railways in British India conflicts with the provisions contained
in the White Paper on the subject.

Mr. Ranga Iyer considers that the present powers exercised by the
Government of India over all railways in Indian States should be exercised
by the Railway Authority under the Federal Government.

1t was represented on behalf of the Indian States that separate arrange-
ments would be required for railways owned by Indian States, and accord-
ingly no provision has been made for such railways in the scheme cxcept
to some extent under safety (paragraph 11, sub-paragraph 1) and again
under arbitration (paragraph 12).
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12.1 Provision should be made for the reference, at the request of cither
the Railway Authority or the Administration of a railway owned by an
Indiau States, of disputes in certain matters such as the construction of
new lines, the routing and interchange of traffic and the fixation of rates, to*
arhitration by a tribunal consisting of one nominee of each party and a
chairman approved by hoth parties. The decision of the committee should
be final and binding on both parties. Should the parties be unable to agree
on the nomination of a chairman, he shall be nominated by the Governor-
General in his discretion.

The arrangements should be such as not to prejudice the position of the
Federal Court as the interpreter of the Constitution and Constitutional
documents.

Capprrt,. RHODES, J. MILNE.
Deputy Chairman. Rosr. MowBraY.
N. N. ANKLESARIA, S. M. Papsnam.
E. A. S. Beir. A. A. L. Pagrsoxs.
H. P. Borr. A. Rayaswaymr MUpALIAR.
Huperr M. Canr. C. S. Raxca Iver.
k. D. HarmMonD. Puiroze SETHNA.
A. HYDARI T. S>itH.
N. M. JosHI. MomAyMMAD YAKUB.
Monmp. Yamin Knaw,

I.. J. KeRsHAW.
R. A. Ma~T. Z1s UppiN AHMAD.

ManuBnar N. MEHTA.

A. T. WILL1AMS,
Secretary.

Sir Qecil Kisch, who was appointed to the Committee. was not able to
tako part in its discussions owing to his preoccupations in connection with
the World FEconomic Conference. He has, therefore, not signed the

proposals.

India Office,
21st July, 1933

7 I IVI—‘r.ml\fll-l-d'aliar aund Mr. Joshi dissent from the proposals in this cla
as antagonistic to the proposals in the White Paper.

use
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RECORD IlI—(contd.)

Memorandum by the Secretary of State for India in
regard to the Instrument of Instructions of the
Governor-General or Governors

1. There seems to have been some misapprehension as to our intentions
‘Ylth regard to the Instrument of Instructions of the Governor-General or
Governors and [ should like to describe briefly what I conceive to be the
purpose and function of that Instrument in relation to the Constitution Act.

2. In the United Kingdom executive power and authority is, broadly
speaking, vested in the Monarch. This is almost as true to-day as it was
200 years ago; but constitutional usage and practice has in process of time
materially affected the manner of its exercise, without altering the strictly
legal position. Thus the Crown could remit to-morrow the sentence of every
person imprisoned at this moment in a United Kingdom gaol, and the
remissions would all be legally valid; but a sentence is not in fact remitted
save on the advice of a responsible Minister, who would be accountable
to Parliament for the action taken on his advice.

3. In the British Dominions beyond the seas the relations between the
Governor-General or Governor, as the King’s representative, and his Council
of Ministers in respect of the exercise of the executive powers vested in him
by law are governed by his Instrument of Instructions, which in this respect
takes the place of the unwritten usage and practice in the government of
the United Kingdom. Such Instructions are susceptible of infinite varia-
tion, according to the stage of coustitutional development with which they
are intended to deal. 'They may, for example, direct the Crown’s representa-
tive either to exercise his powers entirely at his own discretion, consult a
body of Councillors but not necessarily to follow their advice, or to be
guided by the advice of Ministers in certain matters though not in others,
or to act in all matters on Ministers’ advice.

4. The Instrument of Instructions thus does mot itself confer any powers,
It neither defines nor craates legal rights and obligations. It lays down the
manner in which the Crown’s representative is to exercise the powers vested
in him by law. And 1t is to the Crown and to Parliament alone, and not
to the Courts, that the Governor-General or Governor is accountable for any
breach of his Instructions—an accountability which in the last resort could

be enforced by his removal from office.

5. In the White Paper we have adopted this well-known constitutional
device. Ioxecutive power and authority will be vested by the Coustitution
Act in the Governor-General in the case of the Federation, and in the case
of the Provinces in the Governor; and the Governor-General and Governor
will each be given an Instrument of Instructions directing him as to the
manner in which he is to exercise those powers. The Instrument will
direct him to be guided by the advice of his Ministers in all matters with
regard to which they are competent under the Act to advise, unless to be
so guided would in his opinion (and his opinion must necessarily be con-
clusive on this peint) be inconsistent with the fulfilment of any of the
“ gpecial responsibilities "’ which we propose should be imposed upon him
by the Act itself. The Instrument of Instructions will deal with other
matters as well, but at the moment I confine myself to the basic matter I

have just mentioned.
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27° Julii Y
, 1933.] IaSTRUMENT OF INSTRUCTIONS OF THE [Continued
OVERNOR-GENERAL OR GOVERNORS '

6. In one re .
Parliament sh:é’f(ftb:h:ss?}.nte dP aper breaks new ground. We propose that
any subsequent amendmemta ed both with the original Instruments and with
to satisfy itself, first, th Etshto t~hefm' Parliament is entitled in our view
sistent with th:z inte,nti: ¢ original Instruments of Tustructions are con-
tution; and, second! tlllls of Parllame_nt when it enacted the new Cousti-
means of an amendgl’ent atf any constitutional change made hereafter by
knowledge and approval OI the Instruments can only be made with its
essential if the I‘esponsii)'l'tn our_opinion provisions for this purpesc are
development of Indi sibility of Parliament for the future constitutional

ndia is to be maintained unimpaired.

7. 1t will be re .
its l'el‘resentaii:z;nc,r:;l:flf(} 'that the lnﬁructions arc those of the Crown to
day by Lord I{ank’eillour have been thinking over what was said the other
ment should be secured a(S) to the manner in which the approval of Parlia-
that the method which‘ I n further U“pﬂdorution 1 am disposed to think
the Crown, is the best a"‘(‘;del‘stand him to propoese, viz., an Address to
suggest to the Committee tl}ll tthe most appropriate. I would accordingly
would communicate a draft df provision should be made whereby the Crown
Parhament would subse ak of the proposed Instructions to Parliament and
ment may be issued elit}?u'“m‘ly present an Address praying that the Instru-
additions or altemtioﬁg e?- in the terms of the draft or with such omissions,
action until the Addre.gqah} Ir(llay be suggested; and the Crown would not take
followed in the case olf' 1ad been I'_0(‘r‘~‘lved. A similar procedure would bo
hereafter. any amending Instructions which might be issued

8. I have .
speak of the al;lvyer?oragd this. Paragraphs 20 and 72 of the White Paper
directions, if an “General an(} Governor acting ¢ in accordance with such
This, of course y;efas may be given to him 7 by the Sccretary of State.
Secretary of Stote f:’;‘s to ad hoc directions which may be given by the
Instrument of Instrumt't]me to time to mect particular contingencies, The
but we make it clearc'mns itself can only lay down general principles;
must not be inconsi tln the same paragraphs that any ad hoc directions
mittee inquired a f‘S en; with those principles. A m?mber of the Com-
State gave directionew "};}.VS ago what wou'ld happen if thc Secrctary of
laid down in the In:t which were in fact inconsistent with the principles
liament could, and I }fllment of Instructions. 1 can only reply that Par-
he thus presu’ h 1ave no doubt would, hold him strictly to account if
med to disregard the provisions of the Act.
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RECORD [II— (contd.)

.

Memorandum by Secretary of State for India being an
Estimate of increased expenditure on fresh *‘ over-
head charges”’ necessitated by the White Paper

Constitution (viz., increased cost of legislatures,

elections, etc.)

CENTRE.
Lakhs
per annum.
(assuming 2 general election

Annual additional cost of elections
every three years)®

Annual additional cost of enlarged Legislature 39.0
Annual cost of Federal Court ... 4.6
Annual addition on account of salaries of Counsellors, Financial
Advi::cr and staff .. 5.0
Contingencies (ineluding possible reconstruction of New Delhi
for summer session of Legislature) ... 95.0
Total ... ... 776

#* The maximum statutory life of the Provincial and Federal Lower
Chambers is five years. It is impossible to say what will be the actual
average life, but {hree years has been arbitrarily assumed for the purpose

of these wgtimates.

—_—
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27‘° Julii, 1933.] ESTIMATE OF INCREASED EXPENDITURE ON FRESH [Continued.
£ e v
OVERHEAD CHARGES ’’ NECESSITATED BY THE WHITE Paper CONBTITUTION.

Provinces.

Number of |
electod members  Lncreased Ministers’ | Extra cost of
Province. of Legislature. | _ cost of | salaries cach, general
Present Legislature. [ P.8.C’s, ete. | election.
o Proposed. | y.ihs. | Lakhs. Lakhs.
! f 98]
Madras . S 125 70 10-00
‘ (215 ]
[ 861
Bombay ... 4 —_ 0-50 1-70 ~10-00
L175I
[114]
Bengal* ... —_— 1-75 1-25 11-00
L250J
100 ‘
United Provinces* ——} 3-0 500 8-00
228
71
Punjab —-———} 2-0 -89 6:25
175
76
Bihar* ... Y ——— 2-65 -87 4-00
152
55
Central Provinces — 0-62 1-02 2-60
112
Ut 39
Assam — 0-50 <60 1-50
108
[ 34)
N.WFP. .. Eq— 0-25 -30 50
| 50
Total 12-52 12-33 53-85
\ . —_——
24-85
Estimated annual cost of separation
of Orissat ... 15-0
Estimated annual cost of separation
of Sindt ... 10-28
Annual cost of provincial elections,
assuming three years as average
life of legislatures} 17-95
Interest on capital cost of new
buildings, etc. 2:25
Total annual recurring cost:
Provinces ™ ... 70-31
Centre _77-60
Torarn ... 147-91 = £1,109,000 per annum.

* Includes cost of a second chamber. Separate estimate for tho second
chamber is available only in the case of Bihar (30 members) where it is
estimated to be -88 lakhs per annum.

+ Fresh overhead charges only. This does not include the amount neces-
sary to cover the estimated deficits in these new provinces. °

1 The maximum statutory life of the Provincial and Federal Lower Chambers
is five years. It is imp ssible to say what will be the actual average life, but
three years has been arbitrarily assumed for the purpose of these estimates.
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° ii 7 ESTIMATE OF I 3
T ] TED BY THE WHITE PAPER CONSTITUTION.

¢ GVERHEAD CHARGES '’ NECESSITA

CAPITAL CHARGES FOR NEW BUILDINGS, ETC.

PROVINCES.

‘ .. 15

Madras .
Bengal 6.6
Punjab 1.5
Central Pro;rinces .5
Sind 7.0
Orissa —2—8—0-
Total ... ... 451

Interest at & per cont. (2.25 lakhs) has been included in the total annual
nteres .

cost above.



RECORD 1V

Scheme of Constitutional Reform in Burma
if separated from India

MEMORANDUM BY THE SECRETARY OF STATE FOR INDIA,

In accordance with the undertaking that I gave to the Joint
Select Connnittee on the 2lst July, I eiveulate herewith to my
colleagues of the Committee and to Delegates a Memorandum
setting out in some detail, on the model of the Indian White
Paper, the nature of the proposals that would form the basis of
the Bill that would be required if it were decided to separate
Buwma from India and give her a Constitution on the lines
sketched by the Prime Minister in his statement of the
12th January 1932, at the close of the Burma Conference.®
Should the Committee take the view that Burma should be
included in the Indian IFederation the proposals of the Indian
White Paper, subject to some consequential adjustments, would
apply to Burma in the same way as to any other Province.

So far as the proposals in the Memorandum now circulated
amplify or supplement the ',l’rime Nvlmster’s statenient, they eitl.xer
reproduce, mutatis mutandis, provisions to be found in the'ln(han
White Paper, or they deal with.matters n 1'especp_01 )\rllxcll the
separation of Burma would inevitably require modification of the
White Paper proposals, or render additional provisions necessary.
Provisions of this kind have been tentatively and provisionally
inserted for the sake of completeness. .Last]_\:, ‘there are certain
matters in respect of which the Indian White Paper contains
definite proposals, but where 1t may be'necessary to 1ntroduce
modifications in the case of Burma which have not yet been
worked out in detail. Such matters have been indicated in the
Memorandum, but no alternative pz:oposals have for the t}'me
being been made. In due course I will state my views on points
of this kind.

I should like to make it plain that, lmlike the Indian White
Paper, this Memorandum does not contain 1'ecpnunendat10ns
which IHis Majesty’s Government spegﬁpa]ly _adVISe should be
adopted. As I have indicated above, it 1s a first sketch of the
main lines of a possible Uonstltutl.on if Burma is sgparated from
India. 1 reserve to myself the right, w]gon th.e tlme comes to
discuss it, to suggest amendments on details which seem to me to
be better suited to the conditions of Burma.

* See Command Paper 4004/32.
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I may .
erha .
to make gny PI;‘Z,Vri:!lnm% the Committee that it was not ossible
because at the timeont} or Burma in the Indian \Vhit(P Paper
awaiting an expressi Latf document was framed we ere slt)ill
Council for or agai;{q tOItll of opinion from the Burma Legislative
Committee will 1'eéouef; Ste}patra?({? of Burma from India. The
18 0 . b 4.

statement at the conclusion of tl owing the DPrime Minister's
as between separation and of the Burma Conference the choice
Legislative Council aft and federation was left to the Burma
made the main issuet ‘ir an election at which this qnesjbion was
of the election Callli)ai :’0111(1 uot propose now to go into dotails
the .session immediatclg foﬁ of the proceedings of the Council 1n
session summoned in Ay ,{) owing the election and in the special
I would simply say th tp r‘1] last at the request of the party 1;>aders
to federati s .a » @ tllOllgh recisteri o g
ation with India 1 gistering emphatic opposition
the only federation ter on the same terms as any other Province—
Council has refused lgns ‘}‘;hlch could be offered to Bumm—-—ﬂie
C&)nstltution outlined l);,) tﬁeol‘))s? Sel[&nmtion on the basis of the

ofter rime Minister . k
ed to Burmans control of al inister, which, I may remark,
almost the whole range of functions

which it is pr .
Opo .
prop sed in the Whlte l)nper to transfer to popular )

control in the Indi
The Commi[txtleile1 ﬂﬁlgf;(}eral G.Ove""ment and in the Provinces.

recommendation for or ore, will apparently have to make their

any clear expression f—aga'm‘-% the separation of Burma without

I should hope that W?lé ‘)pllmon‘ from the Burma C()ll;lcﬂi but

recess an opportunity wilrll tt)le Committee reassembles after the

express their views, and tlxitagig(lgd ” t'he [ndian deleg? o2 o
, Committee will also agree 10

invite to Lond :
on a suit
for cousultation. able number of representative Burmans

S. H.

. AppreNpix I11.--Prov

5%

Scheme of Constitutional Reform in Burma if separated
from India, presented by the Secretary of State for
India to the Joint Committee of Parliament on Indian
Constitutiona.l Reform
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Scheme of Constitutional Reform in Burma if separated

from India, presented by the Secretary of State for

India to the Joint Committee of Parliament on Indian
Constitutional Reform.

INTRODUCTION.

rry . . . . . .
I'he object of this Introduction is to explain in the broadest
outline the changes in the government of Burma which would be

brought about by the adoption of the proposals which follow.

1. The principle underlying these proposals is that, in the
event of DBurma heing separated from India, a unitary form of
government would be set up there, under a Constitution composed,
broadly speaking, on the same constitutional principles as have
been embodied in the proposals made in regard to India. No
attempt is made in this introduction to explain proposals common
to hoth cases, as such proposals have been fully explained in the
Introduction to the Indian White Paper. The essential difference
between the two cases is that the Constitution for Burma would
not be complicated by the special cousiderations arising from
the concept of an Indian Federation, and that the Govern-
ment of Burma would accordingly combine in its own hands
functions which, in the case of the proposals in the Indian White
Paper, have necessarily been distributed between the Federation
and the Provinces. Differing circumstances have made it
necessary to depart from the Indian model in the case of a few
matters, but the close correspondence of the two sets of proposals
is shown by the number of proposals in this paper which are
set out in plain type, a device which indicates that they are in
substance identical with, although they necessarily differ in some
respects in form f[rom, corresponding provisions in the Indian
proposals.  References to the corresponding proposals in the
Indian White Paper are indicated in the margin.

2. It has in the past been suggested” that in view of the
differences of race, history, culture and political development
between India and Burma, the linking of Burma to India in the
last century for reasons of administrative convenience should not
of necessity tie Burma to the same path of political progress as
India; and the view has been advanced that the Empire affords
examples, such as are to be found in Ceylon and elsewhere, of
other types of coustitutional arrangement which might be more

* Paragraph 198, Montagu-Chelmsford Report.
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suited to the genius of the Burman people.  But since the
Government of India Act of 1919 Burma has heen steadily
carried forward by the tide of Indiun reform, so that she now

stands at the same point of political development as the other -

Provinces of British India. It does not therefore seem possible,
even if it were politically expedient, to contemplate either a
different line of advance for Burma from that mapped out for
India or a different rate of progress. This position was

recognised by the Government of Burma in a Despatch of the
13th August 1930, in which they wrote :

13

. It is of great importance that 1t should be made
clear beyo

separation of Burma will not involve for Burma any
departure from the statement contained in the preamble to
the Government of India Act, 1919, that the objective of
British policy is the progressive realisation of responsible
government in British India as an mtegral part of the
Empire. As the Commission} say, that statement constitutes
a pledge given by the British nation to British India.  When
the pledge was first announced in August 1917, Burma was
a part of British India. The pledge, therelore, was given to
Burma as well as to India, and even if Burma is separated
from India the pledge still stands for Burma unimpaired
and in all its force. The Government of Burma could not
possibly agree to separation on any other terms, and they
trust that His Majesty’s Government will see fit to set at rest
any doubts that may still exist on the subject. They attach
importance to the point, for the allegation is {requently made

in that section of the public press of Burma which is gpposed

to the recommendation of the Statutory Commission that the
British Government will seize the opportunity of separation
to reduce Burma to the status of a Crown Colony.”

3. The Burma Sub-Committee of the first Tndian Round Table

Conference in(_:luded in its Report,§ as its first recommendation,
a request to His Majesty's Government—

“to make a public announcement that the principle of
separation is accepted, and that the prospects of constitutional
advance towards responsible govermment held out to Burma
as part of British India will not be prejudiced by separation.”

The Indian Round Table Conference did not agree unaui-
mously to the adoption of, and action on, this recommendation
without further full consideration, but it was generally admitted
that such further consideration was a matter between His Majesty’s

* Page 244, Cmd. 3712 of 1930.
1 Simon Commission.

§ Page 50 of Omd. 3772 of 1931.

nd all possibility of doubt or question that the'

»
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Government and the Burmans themselves, and that Indians would
abide by the issue.

4. The next step was taken by the Secretary of State for India

in answer to a question in the House of Commons on 20th January
1931, when he made the following statement :—

““As my Right Ton. Friend the Prime Minister stated
yesterday in the final plenary session of the Round Table
Conference, the Governmment have decided to proceed with
the separation of Burma. They wish 1t to be understood that
the prospects of constitutional advance held out to Burma as
part of British India will not be prejudiced by this decision,
and that the constitutional objective after separation will
remain the progressive realisation of responsible government
in Burma as an integral part of the Empire. In pursuance
of this decision they intend to take such steps towards the
framing, in consultation with public opinion in Burma, of a
new Coustitution as may be found most convenient and
expeditious, their object being that the new Constitutions for

India and Burma shall come into force as near as may be
simultaneously.”

5. In pursuance of this announcement the Burma Round Table
Conference was convened “ for the purpose of seeking the greatest
possible measure of agreement regarding the future Constitution
of Burma and the relations of Burma with India,” the primary

task of the Conference heing “to discuss the lines of a Consti-
tution for a separated Burma.”

.

The Conference sat from the 27th November 1931 to the
12th January 1932, and its Report disclosed a considerable
measure of agreement between the delegates from Burma and
those from Parliament upon the type and details of a Consti-
tution for a separated Burma. In the course of the Conference
a statement was made on behalf of s Majesty’s Govern-
ment to the effect that the assurance given in the Prime
Minister's statement on 19th January at the end of the first
Indian Conference, and reiterated on 1st December 1931 at the
close of the second Conference, defining His Majesty’s Govern-
ment's policy towards India and her advance through the new
Constitution with its reservations and_safeguards for a transitional
period to full responsibility for her own government, applied in
principle equally to Burma. The sketch of a Coustitution for
Burma outlined in some detail in the Prime Minister’s statement
at the end of the Burma Conference, and drawn up in the light
of the Conference discussions, took therefore for its basic principle
responsible government subject to certain * safeguards”™ in the
field of administration which is now “ provincial,” and subject to
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3

certain “ reservations ” as well as ““ safeguards ” in the ficld now
administered by the Central Government of India.

6. In his statement on 12th January 1932 the Prime Minister
said, on behalf of His Majesty’s Government, that if and when
they were satisfied that the desire of the people of Burma was that
the government of their country should he separated from that
of India, they would take steps, subject to the approval of
Parliament, to give effect to this desire.

In order to ascertain the desire of the people of Burma,
advantage was to he taken of a general election to the Burma
Legislative Council, which was due to be held in the following
autumn. At this election the question of separation was
inevitably the main issue before the electorate. But prior to
the election a mass meeting of members of the various General
Councils of Burmese Associations (who had hitherto refused to
co-operate with the dyarchical Government in Burma, or even
take part in elections), was held at the Jubilee IHall, Rangoon,
in the first week of July. At this mass mecting it was resolved to
form an Anti-Separation L.eague. The policy of the League was
laid down in five Resolutions, the effect of which was to reject
the Constitution for a separated Burma outlined by the Prime
Minister at the end of the Round Table Conference, and to declare
the League’s opposition to separation from India on the basis of
this Constitution ; to * protest emphatically ” against the idea of
permanent and unconditional inclusion in the Indian Federation,
and to continue opposition to separation till a Constitution be
granted “satisfactory and acceptable to the people of Burma.”
The meeting resolved also to take an active part in the impending
election, with a view to combating separation on the conditions
held out by the Prime Minister’s statement. The election was held
in November 1932, and the electorate veturned a majority of
candidates describing themselves as * Anti-Separationists” and
as adherents to the policy adopted by the Anti-Separation League
formed at the Jubilee Hall meeting.

7. In December 1932 the question of separation from India on
the basis of the Constitution outlined by His Majesty’s Government,
or of inclusion, as a British Indian Province, in the Indian
Federation, formed the subject of a protracted debate in the Burma
Legislative Council. The Council, eventually, on 22nd December,
-adopted a Resolution which was identical in substance and almost
in terms with those adopted at the Jubilee all meeting. It
(1) opposed the separation of Burma {rom India on the basis of
the Constitution outlined by the Prime Minister on 12th Jannary
1932 ; (2) emphatically opposed the unconditional and permanent
federation of Burma with India; (3) promised continued
opposition to the separation of Burma from India except on certain
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conditions ; and (4) proposed that, in the event of these conditions
not being {ulfilled, Burma should be included in the Indian
Federation on special conditions differentiating her from other
Provinces and including the right to secede at will from the
Federation.

8. Such a Resolution indicated no clear choice between the
alternatives that had been placed before the Council. But 1t was
hoped that, in the light of the Indian White Paper published in
March 1933, and in the light also of the statement made by the
Secretary of State for India on 20th March in answer to questions1n
the House of Commons, as to the nature of the two alternatives still
open for choice by Burma, the Burma Legislative Council might
yet give a less equivocal indication of the desire of the pfzople of
Burma in respect of the two courses offered. Accordingly, a
special session of the Council was, at the request of the majority
of the party leaders, summoned for 25th April 1933 and was held

between that date and Gth May.

This special session proved entirely unfruitful. It was pro-
rogued on 6th May without any resolution being adopted either
for Burma’s inclusion in the Indian Federation or for the separation
of her government from that of India. As a result, there is
available no other authoritative indication of the considered view
of the representatives of the people of Burma as to the course
which should be adopted than that contained in the negative and
conditional Resolution of 22nd December 1932,

In the second paragraph of that Resolution the Burma Legislative
founcil expressed itself as emphatically opposed to unconditional
and permanent federation with India, and such further evidence
as bas since accumulated regarding the attitude of the people and
political parties of Burma, including statements by party leaders,
points to the conclusion that, whatever division of opluion may
exist in Burma as to the merits of the Constitution outlined in the
Prime Minister’s statement, there is an almost unanimous opinion
in favour of ultimate separation from [ndia and against federation
on the sam terms as the other Provinces of India.

GENERAL DESCRIPTION OF THE SCHEME.

9. Before examining the scheme in detail it is desirable in the
first place to refer to a question affecting 'the 7posmon W%LI}m
the Empire of a Burma separated from India. Unless provision
to the contrary is made, the moment Burma ceases to be part of
British India she will, by virtue of the Interpretation Act,.188$’),
which defines a *“Colony” as “any part of His Ma_]es_ty§
dominions exclusive of the British Islands and of British India.
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automatically become ”
Al‘though thzre is Hxl]i n?a Golony ” for all purposes of English law
a ‘Colony” and that fce‘S‘ngry connection bhetween thebst-lztns f
;u)hat the position of (Buorn?a sl(;(f? ]Wln] Colony,” it is clearly de(simb(l)e
€ necessary to i : shouid he wmambiguous, it wo
that, notwi ghsta:lr(lisi?ft m the‘Conﬁtitution a p?‘OVi;i:)l;l 1t;l(()1 t;t ch)fld(%
expression “ Colon g anything in the Tnterpretation Algte tihc
Kin,igélom should njc,)t i;r(lzl?ll(ll)(; %(llt o theAParliument of the U,niteg
would be made t le burma. At the same ti isi
yeuld be mad 0 ensure that Asts of pone ime provision
ied ; ts of Parliar ,
PP to Burma as part of Britilsllelutlnvcvlligd;hgﬁrs

10. The i
the ﬁnancis‘ﬁpa;a(;:;ori}oft Burma from India would also require on
oaital distx-i])uf' hat arrangements should be I;ml qf "a
iabilitey cusuil l(tml bet}veen India and Burma of (ue tor 23
and provision woglg ht 16 time of coming into force ofsfle SAat'
offect sy ot wou ave to be made in the Act to gi atuiory
ermination and to such agreeﬁle%tv%e :;k]‘:;llitgi};

be made th
. ereund .
countries. er by the respective Governments of the two

11. In view of the £
tutional princi ot that, as already point ' i-
oatio asptho;pxlx?}?i c1]11ncllexlymg this schex}r’u? z;reegu%lézailzﬁlﬁ()llt?ﬁ;
proposals. meah io! }nave been applied in relation to the Ir)lrdiau
applicably ach. | ;} 1a8 been said in the Indian White Paper is
the nature of e 1e present proposals. DBut it is believ(cll) that
present proposals will more readily be undgrstooad

if a short descripti -
outset cription of their general purport is given at the

12. The scheme i
Gover proposed is for an Executive consisti “of th
Councrilloz) fail irrflai[;:esentmg the Crown, aided andogfll\?itégg okfyt h;
bo explataed later(;r?; responsible (subject to the qualifications to
consisting as to s Uo a Legislature composed of two Houses and
Ralf woutd be alas dpbper Chamber of 36 members, of whom (;ne
be nomoffiein ersoe y the Lower Chamber and one-half Woul(i
ity purposé)of nIllskr'lommate(l by the Governor in his discretion
possible of the omt aking the Chamjber as fully representative as
i Aiind Woeirle(?ts of all sections of the community. Th.
of whom & pro ortl' consist of rather more than 130 membo ;
interests portion would represent minorities and s cial
' special

13. In the Government

: t ' 80 composed

o F > posed would be

divid:(?c{)leotns Whl%h, in the case of India, are co;z)cen*tr?ted 2111

divided be }rzeirrl t fe Federal and Provincial,Auth(?riti%(;be(Bto b

Certain ’I)epal'trggrsltzl (;fm]r-xeesll;ronstilbﬂity would not be -com;fét?
t » namely, those concer i ence.

External Affairs, Ecclesiastical Affairs,nc:m?ie ! t}\l‘;lﬂ;u%)’efenceé

E airs o
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Excluded Areaé (to be called, in the case of Burma, “ Schedule A

areas ), to which, fer reasons presently to be explained, would

be added, in the case of Burma, the control of monetary policy,
would be entrusted to the Governor

currency and coinage,
atters he would control in responsibility

personally, and these m
to His Majesty’s Government and Parliament. The Governor

would also be given powers similar to those proposed to be
conferred on the Governor-General and Governors in India in
relation to dissolution of the Legislature, refusal of assent to Bills,
the grant of previous sanction to the introduction of certain classes
of legislation, &c. The administration of all other matters would
be transferred to Ministers responsible to the Legislature, but
the Governor, again following the proposals made in relation to
India, would be declared to have a special responsibility for certain

matters, namely :—
(a) the prevention of any grave menace 1o the peace or tran-

quillity of Burma or any part thereof ;
(b) the safeguarding of the financial stability and credit of
Burma;
(c) the safegnarding of the legitimate interests of minorities ;
(d) the securing to the members of the Public Services of
any rights provided for them by the Constitution Act
and the safeguarding of their legitimate interests;
(¢) the prevention of commercial discrimination ;
(f) the administration of the areas named in Schedule B to
the Constitution Act;
(g) any matter which affects the
’ department of government un
control of the Governor.

administration of any
der the direction and

usting these responsibilities to the Governor
hich it is anticipated they would be discharged
jan White Paper, and it has not been
duce here what is said in that Paper.

The effect of entr
and the manner iIn w
are described in the Tnd
thought necessary to repro
e to draw attention to the points in regard
to which it has been thought the special requirements of Burma
would make some divergence from the Indian proposals desirable,

and to indicate the effect of those divergences.

14. Tt is now possibl

15. In the first place it will be observed that it is proposed that
licy, currency and coinage should be

the control of monetary po
treated as a reserved subject. The yeasons for this proposal are
two-fold. Burma would at the outset be within the currency

ly to be some time before condlitions

gystem of India, and it is like
ossible for her to adopt a separate currency

would render it P
19366 c
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system of her own ; the subject, moreover, is one in regard to
which Burma possesses no expert knowledge. It is, therefore,
proposed that these matters should be under the personal control
of the Governor, who would be empowered to appoint a Financial
Adviser directly responsible to him.

16. The different composition proposed for the Burma Legis-
lature is, of course, mainly due to the absence of the detailed
arrangements involved in the accession of the Indian States to
the Indian Federation, but also in part to the fact that the
communal difficulties which have necessitated special arrangements
in India have, practically speaking, no counterpart in Burma.

17. The importance to Burma of the immigration problem
might also render it necessary to make some special provision in
this respect.

18. Again, in regard to the administration of what, in the case
of India, have been described as Excluded or Partially Excluded
areas, conditions in Burma may demand slightly different treat-
ment. Detailed provisions for the treatment of such areas in
Burma have therefore been excluded from the scope of this
tentative scheme. It is proposed in the case of Burma that the
areas falling within the two categories mentioned above should
be enumerated in two separate Schedules, A and B, to the
Constitution Act, and it will therefore be convenient to refer to
them as Schedule A or Schedule B areas rather than Wholly or
Partially Excluded areas. A provisional list of these areas will be
found in Appendix II. )

TeE PuBLic SERVICES.

19. As regards the All-India Services, Burma, like any other
Indian Province, is at present served by the Indian Civil Service,
the Indian Police, and the Indian Service of Engineers. But
since the last instalment of reforms, when the administration of
forests was made a transferred subject in Burma and Bombay,
recruitment to the Indian Forest Service in Burma has ceased ;
recruitment now being made instead by the Local Government to
the Burma Forest Service (Class I). As in the case of India, it is
proposed that under the new Constitution recruitment should
cease in Burma for the Indian Service of Engineers. As regards
the Indian Civil Service and the Police, the Services which would
correspond to these in Burma in future would, of course, be
differently named, but the Becretary of State would continue to
recruit Furopeans to them in the same proportion as at present
pending a statutory enquiry into the recruitment question, which
would take place after a period to be determined (see proposal 93)

_Governor-General
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20. Burma is also served by officers of the Central Services,
e.g. the Railway Services, the Indian Audit and Accounts Service,
the Indian Posts and Telegraphs, and the Imperial Customs
Service. Members of these Services remaining in Burma would
be absorbed in new Services administered by the Government of
Burma independently of the Government of India.

21. As regards Central Service officers now serving in Burma,
some were recruited by the Government of India for service 1m
Burma alone, others were recruited either by the Secretary of
State or the Government of India without special reference to
service in Burma  Officers falling in the first category would be
compulsorily transferred to the service of the Government of
Burma., Transfer to the Government of Burma of officers falling
in the second category would be subject to the consent of the
officers themselves and of the authority which appointed them,
and would he a matter for arrangement bhetween the GGovernments

of India and Burma.

99 In addition to the ordinary Provincial Service, which covers
the whole of the civil administration in1the _middle and I9wgr
grades, Burma possesses the Burma Irontier Service. This
Service is now controlled and recruited by the Local Government,
but many of its members, in common with many members of the
Provincial Services, have rights gnaranteed by the Secretary
of State. In view of the fact that if Burma were separated from
India most of the oflicers of the Burma Frontier Serv1ge would
serve in areas under the sple control of the Governor, 1t would
seem proper that the Service should be recruited and controlled

by the Governor acting in his discretion.

93. Txisting service rights of present members of the above-
mentioned Services would be preserved under the Constitution Act,
subject to a few inevitable changes of which an example is that
persons appointed by the Government _of India would on transfer
to service in Burma cease to be hngle to dlgnugS&l by the
aud become instead liable to dismissal by the
Governor of Burma. The principal changes of this kind are
indicated agains} notes in the Proposals. l’erspns appomted in
future by the Secretary of State to the Services which would

“replace the Indian Civil Service and the Indian Police would

enjoy the same rights as persons _appointed by the Secretary
of State to the Indian Civil Service and the Indian Police
before the Constitution‘ACL comes Into force, except 'that in
the first instance the right to retire under the regulations for
premature retirement would, in the case of officers recruited
after the inauguration of the new Constitution, extend only to

19356 Cc2
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NOTE. —The use of italics in the following proposals

those appointed bef: gl : - .
kP olore the decision to he taken regarding futtt wndicates a divergence from the proposals of the Indian White

recruitment following upon the st i
’ . atutory eunquiry referred to ! 7 : ,
gvzl:l%lraph 11,9 above. The right to retire under thoso regulatior Faper (Umd. 4268 of 1933). Numbers o
ou® not be enjoyed by officers serving permanently in Depar ' correspondin
extn Séil:lnder the direct control of the Governor, but it would t ’ THE PROPOSALS. Iﬁfiiﬁgfav};ht;
ended to those officers of the present Central Services (Class . GENERAL Pagper.
1

who were appointed by the Secretar i
3 of State and who might b
transferred permanently to De 'u'y £
pe € artment :
control of Ministers in Burma. P s handed over to th

24. As in the case of Indi isi
: . 12, provision would be made fo
%ontln:ed recruitment by the Secretary of State to the Ecclesiastica
qep‘ar ment. — The question of continued recruitment by th
decretary of State to the Superior Medical and Railway Service
18 under examination.

25. As regards Family Pensi in |
3 nily Pension Funds, officers in Burma who
beforle)a the coming into force of the Constitution Act. wer
members of one of the All-Indiz Family Pension Funds, would be
permitted to retain their membership of such Fund. ’

1. The general principle underlying all these proposals is that
all powers appertaining or incidental to the government of the
territories for the time being Lelonging to His Majesty the King
in Burma and all rights, authority and jurisdiction possessed in
that country—whether flowing from His Majesty’s sovereignty
over the Province of Burma, or derived from treaty, grant, usage,
sufferance or otherwise in relation to other territories—are vested
in the Crown and are exercisable by and in the name of the King.

2. The territories belonging to His Majesty the King in Burma will be
declared to be those which at the date of coming into foree of the Act con-
stitute the Province of Burma <in British India. The date of the
coming into force of the Act will be fixed by Royal Proclamation.

3. Provision will be made to evcept Burma frow the defindtion of
“ Qolony ™ in the Interpretation Act*

4. Provision will be made for the continuance in force, until repealed
by competent authority, of all laws of the Parliament of the United
Kingdom which at present apply to Burma as part of British India, of
laws of the Indian Legislature which apply to Burme, and of lows passed,
by the existing Burma Leyislature, together with the body of rules, notifi-
cations and. instructions issued under these laws.

5. Jt will le declared that all rights and obligations wnder international
treatics, conventions or agreements which before the commencement of the
Constitution Act were binding upon Burma as part of British Indio

shall continue to be binding upon her.]

THE EXECUTIVE.
6. The exccutive authority in Burma, including the supreme
command of the Military, Naval and Air Forces in Burma, will be

~* The object of proposals 3 and 4 is to ensure that all legislation and
regulations which at present apply to Burma as part of British India still
continue to apply to her, and to prevent the. separation of Burma from British
India from bringing her within the ambit of Imperial laws passed with
reference to  Colonies” as defined in the Interpretation Act, 1889, i.e. “any
part of His Majesty’s Dominions exclusive of the British Islands and of British
India.” See paragraph 9 of Introduction. ]

I A similar provision is to be found ip section 148 (1) of the South Africa
Act. Whether or not such a provision is necessary or desirable in the Indian
Constitution Act, it seems clearly desirable in the case of a separated Burma,
to make it clear beyond doubt, on the lines _qf propqsal 4, that all obligations
hithertg binding upon Burma as part of British India shall continue to apply
to her unless and until abrogated by competent authority.

19356 Cc3
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exercisable on the King’s behalf by a Governor holding office

during His Majesty’s pleasure, who will also be Commander-in-Chief.%

. All executive acts will run in the name of the Governor.

7. The Governor will exercise the powers conferred upon him
by the Constitution Act as executive head in Burma and such
powers of His Majesty (not being powers inconsistent with the
provisions of the Constitution Act) as His Majesty may be pleased
by Letters Patent constituting the office of Giovernor to assign to
him. In exercising all these powers the (Giovernor will act in
accordance with an [nstrument of Instructions to be issued to him
by the King.

8. The draft of the Governor's Instrument of Instructions
(including the drafts of any amendments thereto) will be laid
before both Houses of Parliament, and opportnnity will be
provided for each House of Parliament to make to Ilis Majesty

representations for an amendment, or addition to, or omission
from, the Instructions.

9. The Governor’s salary will be fixed by the Constitution Act,
and all other payments in respect of his personal allowances, or of
salaries and allowances of his personal and secretarial staff, will
be fixed by Order in Council ; none of these payments will be
subject to the vote of the Legislature,

Tue WORKING OF THE Exrcunive.

10. The Govprnor will himself dirvect and control the adminis-
tration of certain Departments of State—namely, Defence, xternal
Affairs, Ecclesiastical Affairs—and also the affairs of the areas

named in Schedule A to the Constitution Act,T and monetary policy,
currency and coinage.§

* The Indian White Paper proposes to continue the separate appointment
of a Commander-in-Chief in India. No corresponding appointment seems
either necessary or desirable in the case of Burma, in view of the smaller size of
the military forces concerned. But it is thought desirable to invest the
Governor with the title of Commander-in-Chief to emphasise the fact that the
executive military power is vested in him.

1 See paragraph 18 of the Introduction.

§ In the case of the Indian Federation it is proposed to transfer the whole
subject of Finance to the charge of a responsible Minister, but sul, Jject to the
prior establishment and successful operation of a Reserve Bank aud subject to
a special responsibility laid upon the Governor-General for the preservation
of the financial stability and credit of the Federation, There is no proposal to
set up a Reserve Bank in Burma. In the case of Burma it is proposed
subject to a special responsibility of the same kind a8 that it is proposed to
impose upon the Governor-General in India, to transfer the general subject
of Finance to Ministerial control, but to reserve « Monetary 1)(;]ié_): cnn'eJncy
and coinage” to the Governor as a department in his sole char re (a'ssieted by
a Financial Adviser). It is, however, proposed that e o

) Is, at, for some time to come
Burma should continue within the Indian carrency s,ystem * ,
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11. In the administration of these Reserved Departments, the
Governor will be assisted by one or more Cogusellois, Itllot
exceeding three in nwmber, who will be appmr}?ed yu g:
Governor, and whose sa]arles'and condlt10n§ of se11W}ce w1” b
prescribed by Order in Council. Of these _(/ounsel z)slg?w 211‘5%
at the discretion of the Governor, be appointed to be Lfinanc
Adwser.

12. For the purpose of aiding and advising the Governor in /\tilte
exercise of powers conferred upon him by the Constltu‘tlon({ b
other than powers connected with the ‘matters 'mention_e m
paragraph 10, and matters left by lz}\\iv to his dlglclrelt)lgn(:htong :,Vnd

i Tinis ; ters wi ,
be a Council of Ministers. The Minis < d
X as Members of the Counci
summoned by the Governor gtnd sworn ™ : poct
i i i ) e persons appointe
All hold office during his pleasure ;
ililicrlli:ttax's must be, or become within a stated period, members of

one or other Chamber of the Legislature.

i strament of Instructions the Governor will be
er):"-(:)‘;i.n(z(ll1 1?:thscrh;l'tia to use his best en@eayours to1 s;e_lect htlﬁ;
M'J i tei‘s in the following manner, 'that is, in consultation wi

o ver ho, in his judgment, 18 likely to command the largest
e D i the Legislature, to appoint those persons who will
{)Ul];) ‘ivo;nign ;nposition collectively to command the confidence of the

es

Legislature.

{ini d the amounts of their
qyumber of Ministers an )
14.*The qaltlaries will be regulated by Act of the Legislature,
e il 1 e otherwise determines, their number and

. . 1‘ - A
but, ﬁnull.the Iﬁlgts}aaggch as the Governor determines, subject to
their salanes W he Constitution Act.

1 ] 1 in t . . . .
lm’ll‘l]tset;)a{;er;agg afi %E,gister will not be subject to variation during
1 A

his term of office.

- will, whenever le thinks fit, preside at

> Th?)f(]}i?sv %(I)ll?rr)cil of’Min.isters He will also be at'ltl}orlsed,

meetinss ltation with his Ministers, to make at his (IISCI.etIOIl any

after const ta}lO rogards as requisite to regulate the disposal of

rulos which l;e ingss and the procedure to he observed in its

Govlerzltm z?xti fol;'sthe; transmission to himself and to his Counsellors
conduct,

in the Reserved Departments, and to the Financial Adviser, of
n the Dey n
:ll such information as he may direct.

16, The Covernor will be empowered, at his discretion, after
e 1 x

P . : 3 71 to
ltation with Ministers, to appoint a Financial Adnsi;
consu }‘1- and also to advise Ministers on matters regarding
assist ham,

hich they may seek his advice. The Financial Adviser will be
whic

Ct
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responsible to the Governor and will hold office during pleasure ;
his salary and conditions of service will be fixed by the Governor
in his discretion, and will not be subject to the vote of the
Legislature,

17. Apart from his exclusive responsibility for the Reserved
Departments (proposal 10), the Governor will be declared to
have a “ special responsibility ”# in respect of—

(a) the prevention of any grave menace to the peace or tran-
quillity of Burma or any part thereof ;

(b) the safeguarding of the financial stability and credit of
Burma ;

(¢} the safeguarding of the legitimate interests of minorities ;

(d) the securing to the members of the Public Services of any

" rights provided for them by the Constitution Act and

the safeguarding of their legitimate interests ;

(e) the prevention of commercial discrimination ;

(f) the administration of the areas named in Schedule B to
the Constitution Act.}

(9) any matter which affects the administration of anv

department of government under the direction and
control of the Governor.

It will be fO‘I“ the Governor to !E]?tf)l'll}’ine in his discretion whether
any of the “special responsibilities ” here described are involved
by any given circumstances.

18. If in any case in which, in the opinion of the Governor
a special responsibility is imposed upon him it appears to him,
after considering such advice as has been given him by his’
Ministers, that the due discharge of his responsibility so requires
he will have full discretion to act as he thinks fit, hut in sc; ilctiné

‘he will be guided by any directions which may be contained in

his Instrument of Instructions.

19. The Governor in administering the Departments under his
own direction and control, in taking action for the dischafge of
any special responsibility, and in exercising any discretion vested
in him by the Constitution Act, will act in accordance with such
directions, if any, not being directions inconsistent with anytlhin
in his Instructions, as may be given to him by a princi gl
Secretary of State. y & principa

20. The Governor's Instrument of Ing
contain wnter alia proviston on the follo

““ In matters arising in the Dep
and control on your own respo

tructions will accordingly
wing lines :—

artments which you direct
nsibility, or in matters the

P: eiee paragraphs 25 and 47 of the Introduction in the Indian Wh‘]?e
per.

{ See paragraph 18 of Introduction.

Ki!

determination of which is by law committed to your discretion,
it is Our will and pleasure that you should act in exercise of
the powers by law conferred upon you in such a manner as
you may judge right and expedient for the good government
of Burma, subject, however, to such directions as you may
from time to time receive lrom one of Our principal Secretaries
of State. )

“In matters arising out of the exercise of powers conferred
upon you for the purposes of the government of Barma other
than those specified in the preceding paragraph it is Our
will and pleasure that you should, in the exercise of the
powers by law couferred upon you, be guided by the advice
of vour Ministers, unless so to be g}lided would, In your
judgment, be inconsistent with the fulfilment of your special
responsibility for any of the matters m respect of'whu:]} a
special responsibility is by law committed to vou ; In \\']{1(‘11
case it is Our will and pleasure that you should, notwith-
standing your Ministers” advice, act in exercise of the powers
by law conferred upon you in such manner as you judge
réqnisita for the fulfilment of your special responsibilities,
subject, however, to such directions as you may from time to
time receive [rom one of Our principal Secretaries of State.”

Tie LEGISLATURE.*
General.
91. The Tegislature will consist ol the King, represented by
the Qovernor, and two Chambers, to be styled the Senate and the
House of Representatives, and will he summoned to meet for

* The proposals for the constitution Of. the LUI'_’,‘iShlt}ll‘e. are umde!lvd
closely on those for the Indian Federal Legislature, but it 1s not possible
for them to correspond exactly. v Such minor differences as ave suggested
rest on the conclusions of the Burma Round Table Conference or upon
the advice of the Government of Burma. The reason for these differences
is that the circunistances in Burma differ from those which exist in
India. In the first place, the communal pr()blem_il} the Indian sense does
not exist in Burma, and apavt from special provision for the reasonable
1‘ep1'esent;n,ti<m of cortain well-defined minority cmm.numtws such‘ as the
Indian and Kuropean, it is proposed that members of the Lowert hamber
in Burma should be elected by general constituenciex on a common
franchise. Secondly, there are no States to which special representation
in the Legislatuve requires to be given. It is proposed that the Upper
Chamber in Burma shonld be constituted as to hall of its 36 members by
election by the Lower Chamber and that the remaiuing halt should consisy
of non-officials nominated by the Governor in Ins diserenion. with the

object of making the Upper Chamber as far as possible fullv vepresen.
tative of the interests of different sections of the populavion (pronesal 25
The Government of Burma advocate a minimum wee o o 20 o
membershin of the Burma Senuate, but ns a Hmir of 30 L e Proposed

for Second Chambers in the Indian Provinces proposal 26 ks 1 ~peeitio

A Gt ied v et pge.
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the first time not later than a date to be specified in the Proclama-
tion which fixes a date for the coming into force of the Act.

Every Act of the Legislature will be expressed as having been
enacted by the Governor, by and with the consent of both
Chambers.

22. Power to summon, and appoint places for the meeting of,
the Chambers, to prorogue them and to dissolve them, either
separately or simultaneously, will be vested in the Governor at
his discretion, subject to the requirement that they shall meet at
least once in every year, and that not more than 12 months shall
intervene between the end of one session and the commencement
of the next.

The Governor will also he empowered to summon the Chambers
for the purpose of addressing them.

23. Each House of Representatives will continue for five years
,lSmleSS sooner dissolved. No term will be fixed to the life of the

enate.

24. A Member of the Council of Ministers will have the right to
speak, but not to vote, in the Chamber of which heis not a Member.

A Counsellor will be ex-officio an additional member of both
Chambers for all purposes except the right of voting.

The Composition of the Chambers.

25. The Senate will consist, apart from the Governor's Coun-
sellors, of not more than 36 members of whom 18 will be elected by the
House of Representatives and 18 (who shall not be officials) will be
nominated by the Governor wn his discretion, '

26. A member of the Senate will be required to be not less than
(30 or 35) years of age and a British subject, and to possess certain
prescribed property qualifications, or to possess qualifications to

Continued from previous page.]

suggestion. It is also proposed that, subject to the Governor's power
of dissolution in exceptional circumstances, the life of the Upper Chamber
should not be subject to termination {proposal 23). Some device is, how-
ever, required to ensure that it vemains in tonch with public opinion. It
is therefore proposed (proposal 28) that one-guarter of the members should
retire every two years.

The only other point of difference in this connection from the Tndian
proposals is that in the case of Burma it is propose (proposal 37) that
the powers of the two Chambers should he eutirely equal except for the
vesting of Supply in the Lower Chamber aloue, while in the case of the
Indian Federal Legislature not only Supply, but also the initiation of
Money Bills, rests with the Lower House alone, subject, as regards
Supply, to a power in the Upper Chamber, if a motion to that effect is
moved on behalf of Government, of requiring a Joint Session to be called

if it disapproves of a reduction or rejection of any Demand by the Lower
Chamber.
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be prescribed by the Governor with a view to conferring qualifi-
cation upon persous who have rendered distinguished public
service.

27. If the seat of a Senator becomes vacant. his place will be
filled either by election by the House of Representatives or by
nomination by the (fovernor, according to the method by which
he had himself obtained his seat.

28, One-quarter of the Senators will retive al the capiration of every
period of two years, this quarter being composed alternately of one-half
of the nominated members and one-half of the elected members; the first
quarter to retive to consist of nominated members. The selection of those
Senators who are to retive at the expiration of the first two periods of two
years after the first summoning of the Senate to be determined by lot.
(Subject to the above arrangements the tenure of seats to be for cight years).

29. The House of Representatives will consist, apart from the
Governor's Counsellors, of [133] members, of whom 119 will be elected
to represent general constituencies and 14 elected to represent special
constituencees.

30. A member of the House of Representatives will be required
to be not less than 25 years of age and a British subject.

81. Casual vacancies in the Tlouse of Representatives will be
filled by the same method as that followed in the case of the
election of the vacating member.

32, Iivery member of either Chamber will be required to make
and subscribe an oath or alfirmation in the following form before
taking his seat :—

elected

———"_ - a member of this
nominated

“I, A. B., having been

Senate , :
e ST ; ; swear ffirm) that
House of Representatives’ do solemnly swear (o.r 2 TI ) tha
I will be faithful and bear true allegiance to His Majesty the
King, His heirs and successors, and that I will faithfully

discharge the duty upon which I am about to enter.”

33. The following disqualifications will be prescribed for
membership of either Chamber :—

(a) in the case of elected members or of members nominated
by the Governor, the holding of any oftice of profit
under the Crown other than that of Minister;

(b) a declaration of unsoundness of mind by a competent
Court ;
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(¢) being an undischarged bankrupt ;
(d) conviction of the offence of corrupt practices or other
election offences;

(e) in the case of a legal practitioner, suspension from practice
by order of a competent Court;

“but provision will be made that the last two
disqualifications may be removed by order of the
Governor at his discretion ;

(f) having an undisclosed interest in any contract with the
Government; provided that the mere holding of
shares in a company will not by itself involve this
disqualification.

34. A person sitting or voting as a member of either Chamber
when le is not qualified for, or is disqualified from, membership
will be made liable to a penalty of in respect of cach day
on W_hlcl_l he so sits or votes, to be recovered in the Iigh Court by
suit instituted with the consent of a Principal Law Officer of the
Government.

85." Subject to the Rules and Standing Orders affecting the
Chamber there will be freedom of speech in hoth Chambers of
the Legislature. No person will be liable to any proceedings in
any Court by reason of his speech or vote in either Chamber, or
by reason of anything contained in any official report of the
proceedings in either Chamber. )

36. The following matters connected with elections and electoral
procedure, in so far as provision is not made by the Act, will be
regulated by Order in Council :— ’

(a) The qualifications of electors ;
(b) The delimitation of constituencies ;

{¢) The method of election of representatives of minorities
and other interests ;

(d) the filling of casual vacancies; and
(e) Other matters ancillary to the ahove;

with provision that Orders in Council [ramed for these purposes

shall be laid in draft for a stated period before cach House of
Parliament. '

hl ) 1

For matters other than the above connected with the conduct
gf elections the Legislature will be empowered to make provision
ly Act. Blllt until the Legislature otherwise determines, existing
aws or rules, i i aw or r iding f
.o ules, including the law or rules providing for the
pff ition and punishment of corrupt practices or election
;iﬁn(;(:n:'nd forfdeterlmm.ng the decision of disputed elections,

1n 1n force, subject, however, to such modifications or s
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adaptations to be made by Order in Council as may be required
in order to adapt their provisions to the requirements of the new
Constitution.

Legislative Procedure.
37. Bills may be introduced in either Chamber.

88. The Covernor will be empowered at his discretion, but
subject to the provisions of the Constitution Act and to his
Instrument of Instructions, to assent in s Majesty’s name to a
Bill which has been passed by both Chambers, or to withhold lis
assent, or to reserve the Bill for the signification of the King’s
pleasure. But before taking any of these courses it will be open
to the (fovernor to remit a Bill to the Chambers with a Message
requesting its reconsideration in whole or in part, together with
such amendments, if any, as he may recommend.

Without prejudice to the provisions of proposal 40 no Bitl will
become law until it has been agreed to by both Chambers either
without amendment or with such amendments only as are agreed
to by both Chambers, and has been assented to by the Governor,
or, in the case of a reserved Bill, until His Majesty in Council has
signified his assent.

89. Any Act assented to by the Governor will within twelve
months be subject to disallowance by lis Majesty in Council,

40. In the case of disagreement between the Chambers, the
Governor will be empowered, in any case in which a Bill passed by
one Chamber has not, within three months thercafter, been passed
by the other, either without amendments or with agreed
amendments, to summon the two Chambers to mect in a joint
sitting for the purpose of reaching a decision on the Bill. The
members present at a Joint Session will deliberate and vote
together upon the Bill in the form In which it finally left the
Chamber in which it was introduced and upon amendments, if
any, made therein by one Chamber and not agreed to by the other.
Any such amendments which are affirmed by a majority of the
total number of members voting at the Joint Session will be
deemed to have heen carried, and if the Bill, with the amendments,
if any, so carried, is aflirmed by a majority of the members voting
at the Joint Session, it shall be taken to have been duly passed by
both Chambers.

"In the case of a Money Bill, or in cases where, in the Governor’s
opinion, a decision on the Bill cannot, consisteutly with the
fulfilment of his responsibilities for a Reserved Department® or of
any of his “special responsibilities,” De deferred, the Governor
will be empowered in his discretion to summon a Joint Session
forthwith.

* These responsibilities cover all matters specified in proposal L0,
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41. In order to enable the Governor to fulfil the responsibilities
imposed upon him personally for the administration of the Reserved
Departments and his “ special responsibilities,” he will be
empowered at his discretion—

(a) to present, or cause to be presented, a Bill to either
Chamber, and to declare by Message to both Chambers
that it is essential, having regard to his responsibilities
for a Reserved Department or, as the case may be, to
any of his “special responsibilities,”’ that the Bill so
presented should become law before a ‘date specified
in the Message ; and

(b) to declare by Message in respect of any Bill already
introduced in either Chamber that it should for similar
reasons become law belore a stated date in a form
specified in the Message.

A Bill which is the subject of such a Message will then be
considered or reconsidered by the Chambers, as the case may
require, and 1f, before the date specified, it is not passed by the
two Chambers, or is not passed by the two Chambers in the form
specified, the Governor will be empowered at his discretion to
enact it as a Governor's Act, either with or without any amend-
ments made by either Chamber after receipt of his Message.

A Governor's Act so enacted will have the same force and
effect as an Act of the Legislature, and will be subject to dis-
allowance in the same manner, but the Governor’s competence
to legislate under this provision will not extend beyond the
competence of the Legislature as defined by the Constitution.

42. Tt will be made clear by means of the enacting words of a
Governor’'s Act, which will be distinguished from the enacting
words of an ordinary Act (see proposal 21), that Acts of
the former description are enacted on the Governor's own
responsibility.

_43. Provision will also be made empowering the Governor in
bls discretion, in any case in which he considers that a Bill
introduced, or proposed for introduction, or any clause thereof, or
any amendment to a Bill moved or proposed, would affect the
discharge of his “special responsibility ” for the prevention of
any grave menace to the peace or tranquillity of Burma, to
direct that the Bill, clause or amendment shall not be further
proceeded with.

Procedure with regard to Financial Proposals.

4. A {'ecoynmendation of the Governor will be required for any
proposal in either Chamber of the Legislature for the imposition

Ik

of taxation, for the appropriation of public revenues, or any
proposal affecting the public debt, or affecting, or imposing any
charge npon, public revenues.™

45. The Governor will cause a statement of the estimated
revenue and expenditure, together with a statement of all proposals
for the appropriation of those revenues, to he laid, i respect of
every financial year, before both Chambers of the Legislature.

The statement of proposals for appropriation will be so arranged
as—

(@) to distinguish hetween those proposals which will and
those which will not (see proposal 47) be submitted
to the vote of the Legislature, and amongst the latter
to distinguish those which are in the nature of standing
charges (for examyple, the items marked T in the list
in proposal 47); and

(b) to specify separately those additional proposals (if any),
whether under the Votable or non-Votable Heads,
which the Covernor regards as necessary for the
discharge of any of his * special respousibilities.”

48. The proposals for the appropriation of revenues, other than
proposals relating to the Heads of Expenditure enumecrated in
paragraph 47, and proposals (if any) made Dy the Governor in
discharge of his special responsibilities, will be submitted in the
form of Demands for Grants to the vote of the House of
Representatives. The House of Representatives will be empowered
to assent or refuse assent to any Demand or to reduce the amount
specified therein, whether by way of a general reduction of the
total amount of the Demand or of the reduction or omission of any
specific item or items included n 1t.

47. Proposals for appropriations of revenues, if they relate to
the Heads of Iixpenditure enumerated in this paragraph, will not
be submitted to the vote of either Chamber of the Legislature, but
will be open to discussion in hoth Chambers, except in the case of
the salary and allowances of the Governor.

* This pm‘agrap.h represents the constitutional principle embodied in
Standing Order 66 of the House of Commons, which finds a place in practically
every Constitution Act thronghout the British Empire :—

«This House will receive no petition for any sum relating to public
gervice or, proceed upon any motion for any grant or charge upon the
public revenue, whether payable out of the consolidated fund or out of
money to be provided , by Parliament, unless recommended from the
Crown.”
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The Heads of Expenditure referred to above are :~

(1) Interest, Sinking Fund Charges and other expenditure
relating to the raising, service and management of
loanst : expenditure fixed by or under the Constitution
Actt; expenditure required to satisfy a decree of any

 Court or an arbitral award.

(1) The salary and allowances of the Governorf; of
M.mlste.rs'r; of the Governor's Counsellorst; of the
Financial Adviserf; of the Governor’s personal and
secretarial staff and of the staff of the Financial

Adviser.

(i) Expenditure required for the Reserved Departments® ;
or for the discharge of the duties imposed by the

) Constitution Act on a principal Secretary of State.

(iv) The salaries and pensions (including pensions payable to
their dependants) of Judges of the High (JoanT' and
expenditure certified by the Governor after cousu]’tatiou
with his Ministers as required for the expenses of that

3 Court. _

(v) Salaries ‘au.d pensions payable to, or to the dependants
of, certain members of the Public Services and certain
other sums payable to sach persons.} ‘

The Governor will be empowered to decide finally and con-~

clusively, for all purposes, any question whether i ]

. , er a particul

of expeqdlture does or gioes not fall under any o? ;hlemi-lzlz;(lliegi
Expenditure referred to in this paragraph.

50 48. At the conclusion of the budget proceedings the Gover
will authenticate by his signature all appropriations Jv?ri‘zltilor'
voted or those relating to matters enumerated in pro,posai 41761‘
the appropriations so authenticated will be laid before both,
Chambers of the ngl_slature, but will not be open to discussion

In the appropriations so authenticated the Governor will be
empowered to 1nch}de any additional amounts which he recards as
necessary for the discharge of any of his special respons?bilitieq
50, however, that the total amount authenticated under any heald’
15 not in excess of the amount originally laid before the )I egis-
lature under that Head in the Statement of pr 'IJ T
appropriation, proposats “of

The authentication of the Governor wi suffici i
for the due application of the sun?s ;21\'(3272(1].)6 sufliiont authority

51 r s
Wi%}?.t }f‘he {)rov1§10ns of proposals 44 to 48 inclusive will apply
wth e necessary modifications to proposals for the appropriatio;l
evenues to meet expenditure not included in the Annual

* ie. ull the matters specified i
ified in pr .
1 See Appendix I, Paft IiI. . n proposal 10,
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Estimates which it may hecome necessary to incur during the
course of the financial year.

Proceduwre in the Legislature.

50. The procedure and conduct of business in each Chamber
of the Legislaturc will be regulated by rules to he made, subject
to the provisions of the Constitution Act, by each Chamber; but
the Governor will be empowered at his discretion, after consul-
tation with the President, or Speaker, as the case may be, to
make rules—

(a) regulating the procedure of, and the conduct of business
in, the Chamber in relation to matters arising out
of, or affecting, the administration of the Reserved
Departments, or any other special responsibilities with
which he is charged ; and

#(b) prohibiting, save with the prior consent of the Governor
given at his discretion, the discussion of or the asking
of questions on any matter affecting relations between
His Majesty or the Governor and any foreign Prince
or State.

In the event of conflict between a rule so made by the Governor
and any rule made by the Chamber, the former will prevail and
the latter will, to the extent of the inconsistency, be void.

Emergency Powers of the Governor in relation to Legislation.

51. The Governor will be empowered at his discretion, if at
any time he is satisfied that the requirements of the Reserved
Departments, or any of the “gpecial responsibilities” with which
he is charged by the Constitution Act render it necessary, to
make and promulgate such Ordinances as, in his opinion, the
circumstances of the case require, containing such provisions as
it would have been competent, under the provisions of the
Coustitution Act, for the Legislature to enact.

An Ordinance promulgated under the proposals contained in
this paragraph will continue in operation for such period, not
exceeding six months, as may be specified therein ; the Governor
will, however, have power to renew any Ordinance for a second

eriod not exceeding six months, but in that event it will be laid

before hoth Houses of Parliament.

* Some provision will also be required on lines of proposal 10} of the
Tndjan White Paper, having due regard to the fact that the arcas in Burma

_which will correspond to Excluded and Partially Excluded Areas in India

may require slightly different treatmert.
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An Ordina i :
operation, a8 ;SeAvZélL[};iveLtllg same force and effect, whilst i
will be subject to the e egislature ; but every guch Ordinance
provisions of the Constitution Act relating

to disallowance
: of Acts a : e .
time by the Governor. nd will be subject to withdrawal at any

52. In additi
at his discrettilc?ril fr(i téie powers to be conferred upon the Governor
erther b o o }f hprech!ng paragraph, the Governor wil
e Lo s poered l1 is Mmlsters are satisfied, at a time when
renders such 4 course n session, that an emergency exists which
se necessary, to make and pronnilguto any such

Ordinance

s for

: the good government of Burma, or any part thereof
Y [¢ X ]

as the circum
stances - .
of the case require, containing such provisions

as, under the Constituti
. , stitution Act, i
the Legislature to enact. o i ol e been competont 1

-

An Ordi

: inance pr ,

this paragraph wilﬁl Ot‘lgtlgdtegl_lm}([er the proposals contained 1n

effect as an Act of the L" 'Wl ile in operation, the same force and
egislature, but everylsuch Ordinance—

(a) will be requi
» required to be lai : :
cease to operate itlatlld,befm“e the Legislature and will
date of the reas g b 16 expiry of six weeks from the
Chambers hay sembly of the Legislature, unless both
ave in the meantime disapproved it by

Resoluti i ;
ion, 11 which case i :
forthwith ; and h case it will ccase to operate

(b) will be iect
l‘elat;r?gbjt?gtdt'o the provisions of the Constitution Act
Lenislorare listal‘}vq\l\ianize as if it were an Act of the
! ; ill 4 i i
any time by the (}over; Islsg} 'be subject to withdrawal at

Provisions ¢
in the event of a Breakdown in the Constitution

53. The G ;
| 90 ov :
time he is satis(failt‘ar(llmt‘hwm be empowered at his discretion, if at an
the time being imPo:stil?l Slt;uatl(;n h(as arisen which renders it fo}:'
. ’ L e for the Gover ;
in accordance ~ _the Uovernment to arrl
Proclamation towz::h the provisions of the Constit};? (ldn\led by
in any authorit ixSlllI%ne to himself all such powers Vel‘()ll Act, by
the purpose of y in Burma, as appear to him to b stod by B
s ; securing that the Gover: e uccessary for
effectively. unent shall be carried on
A Proclamati i '
i X
on so issued will have the same force and effect
' ce and effec

as an Act of Parliame i
Secretar e, n y 1 DEe communics .
y of State and laid before Parlim;:t&d. f(\)vytlllxwv1tl1 tota
; will cease 10

. operate at the expir i
piry of six months unless, before tl 1
, c the expiry

of that period, 1
period, it has been approved hy Resolutions of both

Houses of Parht
] ament ; and ma .
Resolutions by both Ho’uses of Paf‘rli:frxeari;y time be revoked by
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Powers of the Leguslature.

53, Subject to any special PrOvISIONS that may be
the areas Lo be named Schedules to the Constitution

Replaces pro-

wmade in respeet of posals 111 to

Act, the Legislature 118 of the
Indian White

will have power to anetke laws—
Paper.

(@) for all persons, courls, places and things within the territories
for the tune being belonging Lo s Majesty in Burmo o d nd
) for «ll subjects of His Mujesty vnd servunts of the Crown w
Burma but without and beyond the territorics Jor the tune
beiny belonging tv His Muajesty ;
(¢) for ull subjects of His Majesty beng of Burman domicile without
and beyond the confines of Burma ; and
(d) for the raising, maintaining, disciplining  and requlating of
officers, sailors, marines, soldiers, airmen and followers in his
Magesty's Burmai forces, wherever they are servings in so far
as they are not subject to the Naval Discipline Act or the
Army Act or the Air Force Act or to any simtlar law
enacted by the competent authority in Indi.
as ubove will include the power to vepeal vr
of Burma_from India, by the
latwre of Burmu.

The power to make lows
amend laws enacted, before the sepralion
Indian Legislature or the Provincial Legts

55. It will be outside the competence of the Iegislature to
make any law affecting the Yoverecigh or the Royal Family, the

sovereignty or dominion of the Crown over any part of Burma or

the law of British nationality. Tt will similarly not 1e competent

to make any law alfecting the Naval Discipline Act, the Army Act
and the Air Force Act, or any similar laws enacted bythe competent
quthority i India. 71 awill also be provided that all authorities n
Burmg shall gioe full cffect to such Indian laws in_respect of
persons in Burma to whomthey apply. Neither will the Legislature
be able to amend the Constitution ‘Act except in so far as the Act

itself provides.

58. Subject as above, the consent of the Giovernor, given at lus
discretion, will be required 1o the introduction in the Legislature
of legislation which repeals or amends or is repugnant to any
Act of Parliament extending to Burma, or any Governor's Act or
Ordinance™ or which affects any Departient or matter reserved
for the control of the Governor, or religion or religious rites and
usages, or the procedure regulating criminal proceedings against
Furopean British subjects.

57. The giving of consent by the Governor to the introduction
of a Bill will Le without prejudice to his power of withholding his
assent to, or of reserving, the Bill when passed ; but an Act will
not be invalid by reason only that prior consent to its introduction

* A Governor's Ordinance for the purpose of this proposal means an
QOrdinance a8 deseribed in proposals 51 and 52.
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was not given, provided' that it was duly assented to by the
Governor, or by His Majesty in the case of Bills reserved for His

Majesty’s pleasure.

58. The Legislature will have no power to make laws subjecting
in Burma any British subject (including companics, partnerships

or associations incorporated by or under any law in force in Burma),

in respect of taxation, the holding of property, the carrying on of
any profession, trade, business or occupation, or the employment
of any servant or agent or in respeet of residence or travel within
the boundaries of Burma, to any disability or discrimination hased
upon his religion, descent, caste, colour or place of hirth ; but no
law will be deemed to he diseriminatory for this purpose on the
ground only that it prohibits either absolutely or with exceptions
the sale or mortgage of agricultural land i any area to any
person not belonging to some class recognised as being a class of
persons engaged 1n, or connected with, agriculture in that area,
or which recognises the existeuce of some right, privilege or
disability attaching to the members of a community by virtue of
some privilege, law or custom having the force of law.

A law, however, which might otherwise he void on the ground
of its discriminatory character will he valid if previously declared
by the Governor, at his discretion, to be necessary in the interests
of the peace and tranquillity of Burma or any part thereolf.

89. The Legislature will have no power tomake laws subjecting
any British subject domiciled in the United Kingdom (including
companies and partnerships incorporated or constituted by or
under the laws of the United Kingdom; to any disability or
discrimination in the excrcise of certain specified rights, if a
Burman subject of His Majesty or a -company, &e., constituted by
or under the law in force in Burma, as the case may be, would not,
in the exercise in the United Kingdom of the corresponding right,
be subject in the United Kingdom to any disability ov discrimina-
tion of the same or a similar character. The rights in guestion
are'the right to enter, travel and reside in any part of Burma; to
hold property of any kind; to carry on any trade or business in,
or with the inhabitants of, Burma ; and to appoint and employ at
discretion, agents and servants for any of the above purposes.

Provision will be made on the same lines for equal treatment
on a reciprocal basis of ships registered respectively in Burma

and the United Kingdom.

60. [t will be necessary to consider whether the principles underlying
proposat B9 should be adopted as between Burma and India. :

83

81. An Act of the Legislature, however, which, with a view to
the encouragement of trade or industry, authorises the payment
of grants, bounties or subsidies out of public funds, will not be
held to fall within the terms of paragraphs 58 and 59 by
reason only of the fact that it is limited to persons or companies
resident or incorporated in Burma, or that it inposes on persons
or cotmpanies not trading in Burma before such Act was passed
as a condition of eligibility for any such grant, hounty or subsidy,
that a company shall be incorporated by or uuder the laws of
Burma, or conditions as to the composition of the Board of
Directors or as to the facilities to be given for training Burmans.

62. Provision will require to be made in regard to the regis-
tration in Burma of medical practitioners registered in the United
Kingdom and in India. (See footnote to proposal 123 of the

Indian White Paper.)

N ivancist, Powrrs aNxp RELATIONS.
Lroperty, Contracts and Suits.

63. All legal proceedings which may be at present instituted
by or against the Secretary of State in Council in respect of
matters in or concerning Burma, will; subjeet to the reservations
specified below, be instituted by ov against the Governuent of
Burmau.

64. Arvangements will be mude for the detrrininntion of an cquitable
distribution between Ludic and Burm of assets and linkilities eristing at
the tinde of coming into force of the Ac; wnd provision will be wmade
wn the Act to yive stalutory effect to such determination and to such
agreemends «s may be mude thevewnder by the respective Governments of
the two countrtes.

The proposals contained in paragraphs 133 and 134 of the Indian
White Paper will, if udopted, have the effect of maintainiung as ugninst
the Secrebiry of State for Indie vemedies which before the At wdght hove
been enforced against the Secrctary of State in Council) Loth as regards
matters arising in Indie and matters avising in Burma,  Provision will,
thevefore, be made dn the distribution of assets and liahilitics veferred to
above for the determination, as between the revenues of Indin and of
Burma, of the wltimale lobility in vespect of suck wmalters; and the
»‘S'ccrmtmgl/ af Steade will be given power to secure the tmplementing of any
Judgment or wward against kim in respeet of @ matter arising iw Burma.

65. Subject to the agreed distribution provided for in the preceding
paragraph, all property in Burma which immediadely before the date of
the cominy into force of the Coustitution Act rwas vested in His Majesty
Jor the purposes of the government of India will be vested in His Majesty

Jor the purposes of the government of Burma,
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66. Existing powers of the Secretary of State in Council in
relation to property allocated under paragraph 64 and in velation
to the acquisition of property and the making of contracts will
be transferred to and become powers of the Governor. All
contracts, &c., made under the powers so transferred will be
expressed to be made by the Governor and may be executed and
made in such manner and by such person as he may direet, but

no personal liability will be incurred by any person making or
executing such a contract.

67. The Secretary of State will be substituted for the Secretary
of State in Council in any proceedings instituted before the

commencement of the Act by or against the Secretary of State in
Council.

Statutory Bailway Board.

68. Provision will be made for vesting the management ol the
railways in Burma in a Statutory Railway Board constituted on

lines analogous to those of the corresponding body to be set up
in India.

Borrowing Powers.

69. The Government of Burma will have power to borrow for
any of the purposes of the government of Burma upon the sccurity

of the revenues of Burma within such limits as may from time to
time be fixed by law.

70. Arrangements will require to be made to secure that Burma

sterling loans shall be eligible for Trustee status on appropriate
conditions

General.

71, Provision will be made securing that the revenues of Burma

shall be applied for the purposes of the government of Burma
alone.

Tue Hien Courr. °

72. The existing High Court established by Letters Patent will
be maintained.

73. The Judges of the High Court will continue to be appointed
by His Majesty and will hold office during good behaviour. 'The
tenure of office of any Judge will cease on his attaining the age of .
62 years, and any Judge may resign his office to the Governor.

85

74 The qualifications for appointment as Chief Justice or
Judge will remain as at present, except that any person qualified
to be a Judge will be eligible for appointment as Chief Justice,
and that the existing provision, which requires that one-third
of the Judges must be barristers or mentbers of the Faculty of
Advacates in Scotland and that one-third must be members of the
Indian Civil Service, will be abrogated.

75. The salaries, pensions, leave and other allowances of
dudges ol the ligh Court will be regulated by Order in Council,
But neither the salary of a Judge nor his rights in respect of

leave of absence or pension will be lable to be varied to his
disadvantage during his tenure of office.

76. The power to appoint temporary additional Judges and to

fill temporary vacancies in the High Court will be vested in the
Governor in his discretion.

77. Subject to any provision which may bhe made by the
Tegistatnre the High Court will have the jurisdiction, powers and

authority vested in it at the time of the commencement of the
Constitution Act.

78. The Legislature will have power to vegulate the powers of

superintendence coxercised by the High Court over subordinate
Courts.

99, As regards appenlsto the Kingin Council, subject aliways to the vight
of His Mujesty to grant special lewve, existing vights of wppeal will be
preserved, and i addition wn appeal will lic without leave from the High

Court to the Privy Council in any matter involving the interpretation of
the Constitution Act.

THE SECRETARY OF STATE'S ADVISERS.

80. The Secretary of State will be empowered to appoint two
persons (of whom one must have held office for at least 10 years
under the Crown in Burma) for the purpose of advising him.

8L. Auy person 5o appointed will hold office for a tevm of five
years, will not be eligible for reappointment, and will not be

capable, while holding lis appointment, ol sitting or voting in
Parliament.

82. The salary of the Secretary of State’s advisers will he
£ a year, to be defrayed from monies provided by Parliament.

83. The Secretary of State will determine the matters upon
which he will consult his advisers, and will be at liherty to seek
their advice, either individually or together, on anv matter.
But so long as a Secretary of State remalns the authority charged
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by the Constitution Act with the control of any members of the

. he will be required to lay before his
‘ ) ih the advisers, provision for whose
appointment 1s made in proposal 176 of the Indian White Paper,

rence of the majority of the body so
formed to any draft of rules which he proposes to make under the

Constitution Act for the purpose of regulating conditions of service,
and any order which he proposes to make upon an appeal adnissible
to him under the Constitution Act from any such member:

Tne PuBLic Serviors,
General..

84. Livery person employed under the Crown in Burma will be
given a full indemnity against civil and criminal proceedings in
respect of all acts before the commencement of the Constitution
Act done in good faith and done or purported to be done in the
execution of his duty.

85. Lvery person employed in a civ
in Burma will hold office during Hi
will not be liable to dismissal by any authority subordinate to the
authority by whom he was appointed™; orto dismissal or reduction
without being given formal notice of any charge made against
him and an opportunity of defending himself, unless he has been
convicted in a criminal Court or has absconded.

il capacity under the Crown
s Majesty’s pleasure, but he

(a) Persons appointed by the Secretary of State in
commencement of the Constitution Act, and persons to

the Secretary of State thereafier.
~ 86. Every person appointed by the Secretary of State

Council before the commencement of the Constitution Act will
continue to enjoy all service rights possessed by him at that date
or will receive such compensation for the loss of any of them as
the Secretary of State may consider just and equitable,  The
Secretary of State will also be empowered to award copn, peunsation

in any other case in which he considers it to be Just and equitable
that compensation should he awarded,
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of Parliament designates another authority for the purpose. Any
rule made by the Secretary of State will require approval as
specified in proposal 83, unless and until both Houses of
Parliament by Resolution otherwise determine.

92. Provision will be made whereby any person appointed by
the Crown who is or has been serving in Burma in a civil capacity
and any person who, though not appointed by the Secretary of
State in Council before the commencement of the Constitution Act
or by the Secretary of State after its commencement, holds or has
held a post borne on the cadre of the Indian Civil Service may be
given such of the rights and conditions of serviee and employment
of persons appointed by the Secretary of State in Council or by
the Secretary of State, as the Secretary of State may decide to be
applicable to his case.

93. A statement of the vacancios in, and the recruitment made
to, the Services and Departments to which the Secretary of State
will appoint after the commencement of the Constitution Act will
be laid annually before both Houses of Parliament.

A statutory enquiry will be held into the question of future
recruitment to the Services which will replace the Indian Civil
Service and the Indian Police after a period to be determined.#
The decision on the results of this enquiry, with which the
Government of Burma will be assoctated, will rest wigh His
Majesty's Giovernment, and be subject to
Houses of Parliament.

(b) Persons appointed or to be appointed otherwise than b
of State in Council or the Secretary of State

94, The Government of Burma will appoint and, subject’ to the
followm_g paragraphs, determine the conditions of service of all
persous in the service of Government other than persons appointed
by the Crown, by the Secretary of State in Council by the
Secretary of State, or by the Governor in ¢ )

. . lischarge of the responsibility
vmposcd upon him under the proposals contained in paragraph 10.

95. Provision will be mady Jor the compulsory transfer to the service of
the Government of Burma of persons recruited by the Government of India}
before the commencement of the Constitution Act Jor service n Burma
alone.

Y the Secretary

96. Lvery person in the service of the Government of Burma at
the commencement of the Constitution Act, and all persons in the
service of the Government of Indin at the duate of the commencement of
the Burma Constitution Aet and transferred thereafter to that of the
Government of Burma, will continue to enjoy all service rights they
enjoyed at the date of such transfer. A summary of the principal
existing rights is set out in Appendix T (Part 1))
* See paragraph 19 of Introduction.

1 See paragraph 21 of Introduction.
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101. The emoluments of the members of the Public Service
Commission will not be subject to the vote of the Legislature.

102. The Public Service Commission will conduet all com-
petitive examinations held in Burma for appointments to the

Government service. The Government will be required to consult

1t on all matters relating to methods of recruitment, on

. appointments by selection, on promotions, and on transfers from

one service to another, and the Commission will advise as to the

suitdbility of candidates for such appointments, promotions or

transfers.

103. The Government will also be required, subject to such
exceptions (if any) as may be specified in regulations to be r;lade
by the Secretary of State or Governor, as the case may be, to
cousult the Public Service Commission in connection with all
dlSClpllngtry orders (other than an order for suspension) ‘affecting
%)}fgscgls in the public services in cases which are Snl)mitte/(l to
! enzg?tvemm?nt 'f01_‘ orders in the exercise of its original or
}[l)p € powers; in connection with any claim by an officer
that Government should bear the costs of his defence in lecal
proceedings against him in respect of acts done in his oiﬁb’al
capacity ; wn connection with any claim by an officer that he ?LI(?S

su _Z'ered loss of rights existing at the date of lLis transfer to service
Zﬁ :r tfhe Burma'qovemment; and in connection with any bther
o sSo casg specified by regulations made from time to time b

e Secretary of State or Governor as the case may be. I3 >
regulations mz.zde_ by the Governor will be able to g ? ot
on the Commission in relation to any person a '(mtef by the
Secretary of State without the assent of the Secretlz)xrr)gli)lf eétptt)g the
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APPENDIX L

(Panr L)

List of principa[ existing Rights of Offirers appointed by the Secretary of
State in Connell.

Nore.—In the case of scctions the reference is to the Grovernment of India
Act, and in the case of rules to rules made under that Act,

1. Protection from dismissal by any authority subordinate to the
appointing authority (Section 966 (1)).

2. Right to be heard in defence before an order of dismissal,
ov reduction is passed (Classitication Rule 55).

3. Guarantee to persons appointed before the commencement of tle
Government of Indin Act, 1919, of existing and accruing rights or
compensation in lien thereof (Section 968 (2)).

4. Regulation of conditions of service, pay and allowances, including
Burmsa sllowance, and discipline and conduet, by the Secretary of
State in Council (Section 961 (2)).

5 Power of the Secretary of State in Council to deal with any case in
such manner as may appear to him to be just and equitable not-
withstanding any rules made under Section 965 (Section 965 (5)).

6. Non-votability of salavies, pensions and payments onappeal (Sections
674 (3) (iii) and (iv) and 720 (3) (iv) and (v)).

es under Part VII-A of the Act shall only

of votes of the

removal

7. The requirement that rul
be made with the concurrence of the majority
Couneil of India (Section Y6k).

8. Regulation of the vight to pensions and scale and couditions of
pensions in accordance with the rules in force at the time of the

assing of the Government of India Act, 1919 (Section 968 (3)).

9.—(1) Reservation of cerfain posts to members of the Indian Civil

Service (Section 93).

(ii) Appointment of persons who are not members of the Indian
Civil Service to offices reserved for members of that service only to
be made subject to rules made by the (iovernor-General in Council
with the approval of the Secretary of State in Council (Section 99),
or in cases not covered by these rules to be provisional until

the Sceretary of State in Council (Section 100).

10. Determination of strength (including number and character of
posts) of All India Services by the Secretary of State in Council,
subject to temporary additions by the Governor-General in Council
or Liocal Government (Classification Rules 24 and 10).

11. Provision that posts borue on the cadre of All-India Services shall
not be left unfilled for more than three months withont the
sanction of the Secretary of State in Council (Classification

Rule 25).

12. Appointment o
' Service to pos

approved by

f anyone who is not a member of an All-India
ts borne on the cadre of such a Service only to he
mmade with the saunction of the Secretary of State in Council, save
ag provided by any law or by rule or orders made by the Secretary
of State in Council (Classification Rule 27).
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13. Sanction of the Secretary of State in Council to the modification
of the cadre of a Central Service, Class I, which would adversely
affect any officer appointed by the Secretary of State in Council,
to any increase in the number of posts in a Provincial Service
which wouald adversely affect any person who was a member of
a corresponding All-India Service on 9th March 1926, or to the
creation of any Specialist Post which would adversely affect
any member of an All-India Service, the Indian Feclesiastical
Kstablishment, and the Indian Political Department. (Provisos
to Classification Rules 32, 40 and 42.)

14. Personal concurrence of the Governor required to :;ny order
affecting emoluments, or pension, any order of formal censure, or
any order on a memorial to the disadvantage of an officer of an

All-India Service (Devolution Rule 10).

15. Personal concnrrence of the Governor required to an order of
posting of an officer of an All-India Service (Devolution Rule 10).

16. Right of complaint to the Governor against any order of an official
superior in a Governor’s Province and direction to the (overnor to
examine the complaint and to tuke such action on it as may appear
to him just and equitable (Section 961 (1)).

17. Right of appeal to the Secretary of State in Council, (i) from any
f)r-der passed by any authority in India, of censure, withholding of
increments or promotion, reduction, recovery from pay of loss
caused by negligence or breach of orders, suspension, removal or
dismissal, or {i1) from any order altering or interpreting to his
disadvantage any rule or contract regulating couditions of scrvice,
pay, allowances or pemsion made by the Scerctary of State in
Council, and (iii) from any order terminating empl'oymunt other-
wise than on reaching the age of superannuation (Classification

Rules 56, 57 and 58).

18. Right of certain officers to retire under the regulations for premature
retirement.

(Parr II.)

List of principal existing Rights of Persons appointed by Authority other
than the Secretary of State in Council.
Note.—In the case of sections the reference is to the Government of India
Act, and in the case of rules to rules made under that Act.

L. Protection from dismissal by any authority subordinate to the
appointing authority (Section 961 (1)).

2. Right to be 11(?&1‘(] in defence before an order of dismissal, removal
or reduction is passed, subject to certain exceptions (Classitication

Rule 55).

3. RQgt\l@ﬁiOl) of the strength and conditions of service of the (Jentral
Services, class T and class IT, by the Governor-General in Council
and of Provincial Services by Local Government subject, in the
case of the latter, to the provision that no reduction which
adversely affects a person who was a member of the Service on the
9th March 1926 should be made without the previous sanction. of

g};? Bo;fgn;lr)-'(}eneml in Council (Classification Rules 32, 33, 36,
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4. Personal coneurrence of the Governor required to any ovder affecting
emoluments or pension, an order of formal censure, or an order on
a memorial to the disadvantage of an officer of a Provincial Service
(Devolution Rule 10).

5. Right of appeal from any order of censure, withholding of increments
or promotion, reduction, recovery from pay of loss caused by
negligence or breach of orders, suspension, removal or dismissal,
and any order altering on interpreting to his disadvautage a rule
or contract regnlaling conditious of service, pay, allowances orv
pension, and in the case of subordinate services the right of one
appeal agaiust an order imposing a penalty (Classification Rules 56,

57, 58 and 54).

(Parr 1I1.)
Nox-Vorapre SaLaries, &c. (Civin).

The salaries and pensions of the following classes of persons are non-
votable : —

(@) persons appointed by or with the approval of His Majesty or by
the Sceretary of State in Council before the commencement
of the Constitution Act or by a Secretary of State thereafter;

(b) persons appointed before the first day of April 1924, by the
Governor-General in Council or by a Local Government to
Services and posts classified as superior;

(c) holders in a substantive capacity of posts borne on the cadre of
the Indian Civil Service;

(d) members of the Public Service Commission;

(¢) holders in a substantive capacity before the commencement of the
Constitution Act of posts in an Indian Central Service.

The following sums payable to such persons fall also under item (v) of
paragraph 47, nawely :—

Sums payable to, or to the dependants of, a person who is, or has been,
in the service of the Crown in Burma under any Order made by the
Secretary of State in Council, by a Secretary of State, by the Governor-
General in Conncil, or by the Governor of Burma upon an appeal preferred
to him in pursuance of Rules made under the Constitution Act.

For the purposes of the proposals in this Appendix the expression
“galaries and pensions” will be defined as including remuneration,
allowances, gratuities, contributions, whether by way of interest or other-
wise, out of the revenues of Burma to any Provident Fund or Family
Pension, Fund, aud any other payments or emoluments payable to, or on
account of, a person in respect of his office.



APPENDIX II.

(See paragraph 18 of Introduction.)

ProvistoNAL T.ST oF AREAS TO BE INCLUDED IN SCHHEDULE A AND
ScrepuLE B To tHE CONsTIiurion Acr,

District

1. Federated Shan States
2. Arakan Hill Tracts
3. Chin Hills...

4. Myitkyina ...

5. Bhamo

6. Upper Chindwin ...

7. Katha

1. Myitkyina ...
2. Bhamo

3. Upper Chindwin ..,

4. Salween

Schedule A.
Area,

Northern Shan States.
Southern Shan States.

Arakan Hill Tracts (late ITill Distriet of
Arakan).

Chin Hills (including the Pakokkn 1Till
Tracts).

Myitkyina Kachin Hill Tracts.

Mogaung Kachin Hill Tracts.

Kamaing Kachin Hill Tracts.

Saddn Kachin Hill Tracts.

Htawgaw Kachin Hill Tracts,

Putao Sub-Division (late Putao District).

Sinlum Kachin Hilli Tracts.
Shwegu Kachin Hill Tracts.

Somra Tract.
Kanti State.
Thaungdut State.

Katha Kachin Hill Tracts.

Schedule B.
Other than the Hill Tracts specitied in
item 4 of Schedule A.

Exclusive of the Hill Tracts specified in
item 5 of Schedule A.

Homalin Sub-division and the Tamu
Township of the Mawlaik.
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RECORD V

REPORT OF THE COMMITTEE ON INDIAN
RESERVE BANK LEGISLATION

MEMORANDUM BY THE SECRETARY OF STATE FOR INDIA.

The Federal Structure Sub-Committee of the First Round
Table Conference recommended that, “ with a view to ensuring
confidence in the management of Indian credit and currency . .
efforts should be made to establish on sure foundations and free
from any political influence, as early as may be found possible, a
Reserve Bank, which will be entrusted with the management of
the currency and exchange.” In the course of the discussions of
the Third Round Table Conference I undertook that representative
Indian opinion would be consulted in the preparation of proposals
for the establishient of the Reserve Bank, including those
relating to the veserves. In accordance with this undertaking a
Committee was appointed to advise the Government of India and
myself on the subject of the required legislation.

The Committee, which sat in July, has now submitted its
Report.  The prime purpose of the Report is to facilitate the
drafting of the Reserve Bank Bill which will, in all probability,
be submitted to the Indian Legislature in the course of September,
with a view to its possible passage into law later in the year.

I present the Report to the Committee becanse of its
connection with the proposals relating to financial responsibility
i the White paper (see paragraph 32 of the Introduction). ‘



Report of the Committee on Indian
Reserve Bank Legislation

1. It was recommended by the TFederal Structure Sub-
Committee of the Iirst Round Table Conference that, *“ with a
view to ensuring confidence in the management of Indian credit
and currency, . . . efforts should he made to establish on snre
foundations and {ree from any political influcnce, as early as may
be found possible, a Reserve Bank, which will be entrusted with
the management ol the currency and exchange.”* The Financial
Safeguards Committee of the Third Round Table Conference
recommended “ that steps shonld he taken to introduce into the
Indian Tegislature a Reserve Bank Bill conceived on the above
lines as soon as possible.”t In the Report of that Committee
it was also placed on record that ¢The Secretary ol State
undertook that representative Indian opinion would be consulted
in the preparation of proposals for the establishment of the
Reserve Bank including those relating to ihe reserves.” The
present Committee has been set up in pursuance of that
undertaking.

2. We understand that the Bill, when drafted, is to be placed
before the present Indian Legislature with a view to its being
brought into force before the expiry of the existing Constitution.
The provisions of the Bill, therefore, will have to be designed to
fit 1n with the existing Constitution, but in discussing them we
have kept in view the conditions contemplated under the new
Federal Constitution and endeavoured to fraine proposals on lines
which will require the minimum of adaptation to those conditions.

A complication arises from the uncertain future of Burma. We
have, however, assumed that Burma, if separated, will continue to
utilise the Indian currency system, and that no material changes
in the Reserve Bank Act will be required.

3. We fully accept the principle that the Reserve Bank should
be free from any political influence. The best device which
the practical experience of other countries has evolved for
achieving this object is that the capital of the Bank should be
held by private shareholders.t and we recommend that this plan
should be adopted in the case of India.

4. In formulating a scheme for the constitution of the Board of
Directors, we have borne in mind the importance of securing the

* Second Report of the Federal Structure Sub-Committee, paragraph 18.

t Report of the Committee on Financial Safeguards, paragraph 4.

1 Rai Bahadur Ram Saran Das records his view that the Bank should
be State-owned.
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representation of the econowic life ol India as a whole, while at
the same time guarding against undue influence n the affairs
of the Bank by sectional interests, acquired through the control
of voting power. The proposals below are designed to fulfil
these aimg, but their eflicacy will depend in the first place upon
proper restriction of voting power. We propose that the
denomination of the shaves should be Rs. 500. On this basis
we recommend that the minimum voting qualification should be
two shares, which must have been held for at least six months,
and that the maximum number of votes that may be exercised by
any one shareholder should be ten. If such a limitation 1s
imposed on voting power we do not think it necessary to place
any restriction on the amount of capital to be held by any one
shareholder. Such a restriction would place undesirable obstacles
in the way of frec marketing of the shaves.

The Board of the Bank.

5. We consider that the Board should be as small as practicable.
The majority of the Board of Directors should in our opinion
derive their mandate {rom the shareholders. We do not
recommend that any special provision should be made for the
representation on the Board of commercial bodies as such.
In view, however, of the fact that i the partienlar circum-
stances of India election may fuil to secure the representation
of some important elements in the economic life of the country,
such ds agricultural interests, we recommend that a minority of
the Board should be mnominated by the Governor-General in
Council under the present Constitution and by the Governor-
General at his discretion under the mnew Constitution, it heing
understood that this power would be exercised to redress any
such deficiencies. We agree generally that the Board should
be constituted as follows —

8 Directors representing the shareholders ;

4 Directors nominated by the Governor-Gieneral in Council ;

1 (Governor.

1 Deputy-Governor (or two, if two are appointed), with no
voting power ;*

1 officer of Govermment with no voting power.

We contemplate that the Governor would ordinarily attend all
meetings of the Board, but if he s unable to do so on any particular
occasion we consider that his vote should be exercised by a
Deputy-Governor authorised by him to act as his substitute.

* Some members of the Committee think that the Deputy Governors
shiould have full voting power.
19356 ’ D2
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%6. The plan which we recommend for the appointment of
Directors to represent the shareholders is set forth in the next
paragraph. It involves the division of India (including for this
purpose Burma) into five “areas”; the election, by the share-
holders resident in each area, of members of a T.ocal Board; and
the selection by the latter, from among themselves, of Directors
to represent the respective areas on the Central Board.

7. In Appendix 1l will be found, in tabular form, our proposals
for the geographical division into arcas, and for the allocation
among them of scats on the Central Board, and the initial
allocation of share capital. It is suggested that Bombay should
be the headquarters for the Western arca {two scats on the Central
Board), Calcutta for the Eastern arca (two seats), Delhi for the
Northern area (two seats), Madras for the Southern arca (one scat),
and Rangoon for the Burma area (one seat). (The numher of
Local Boards for this purpose should not be capable of increase.)
The electoral scheme in the 1928 Bill provided for the inclusion
of all the Indiun States in the “Delhi Arca.” We consider,
however, that the States should for this purpose fall into their
natural geographical divisions, and our proposals, shown in detail
in Appendix 11, have been made on this basis.  We propose that
five members should be elected 1o each Local Board by the
shareholders “resident” in the area according to the definition
given in clause 4 (4) of the 1928 Bill. The members so elected
should appoint, from among themselves, the Dircctor or Directors
to represent the area on the Central Board. Drovision should be
made to enable a substitute Director to be appointed from and by
a Local Board in case a Director representing it is unable to
attend a particular meeting.

8. Clause 6 of the 1928 Bill provides for the opening of offices at
the headquarters of the five areas which we propose.  We observe
that this clause as it stands would oblige the Bank to establish
a branch in London. We understand that it is the recognised
practice of Central Banks to conduct their operations in another
country through the agency of the Central Bank of that country.
We do not consider that the Board should he precluded by statute
from following this practice. We therefore recommend that the
WOI‘(IS. *“and London ” should be omitted [rom clause 6, the effect
of which will be to make the establishment of 2 London braneh
optional. ~ Should the Bank arrange to employ the Bank of
England as its agent in London, we contemplate that the
arrangement would be reciprocal and that the Bank of FEngland
would employ the Reserve Bank as its agent in India. ;

_S). Apart from tht_alr functions in the machinery by which
Directors are appointed, the Local Boards would liave no

~
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executive duties, except such as may be delegated to them by
the Central Board. Otherwise they would be purely advisory
bodies. In particular, they might play a valnable part in the
scrutiny of commercial paper, analogous to the functions of the
discount committees established in” Belgium, Bulgaria, Japan
and Lithuania.  With a view to ensuring that all appropriate
interests, agriculture and the Indian States in particular,
are adequately represented, the Central Board should be em-
powercd to nominate to cach Local Board not more than three
additional members, These additional members should be {ull
members of the Local Board, except that they should not be
eligible to be returned as representatives pi the area on the
Central Board, nor to take part in the selection of sucl represen-

tatives. o ‘ '
10. As regards the qualification of elected Directors, e

‘consider a provision on the lines of sub-clause 2 of clause 11

of the Bill of 1928 to be desirable.  We would also provide
that within six months of their appointiment to the (lentral
Board the four nominated J)iructor‘s must 'heoon?(\. p()'ssessed
of the same share qualification as 1s pt'csmﬂ‘)cd for Directors
elected by the sharebolders. We do mot, of course,"su;:gest
that a share qualification must e acquired ‘l)y the Governor,
the Deputy Governor or Governors, or the Goverument oflicer.
We accept the disqualifications set out 1 ('l;m:c 3 of thf’a
1928 Bill, to which, however, we would Euld Insolvency.
We have considered whether the disqualification of Government
officiald should apply also to officials of Indian }‘Qtntes. We are
all agreed that, so far as elected members of Central or Local
Boards are concerned, this disqualification shou‘ld apply, but as
regards nominated divectors, cither on the Central or Local
Boards, the Indian States representatives have pressed _thut an
exception should be made. Recognising that there might on
occasions he practical difficulties in finding suitahle n‘on—oiﬁcml
representatives ol the [ndian States, a majority of tl{m (.vonv)m—‘)tltee{
are preparcd to recommend an exception 1n this case, provides
that it shall not apply to oflicials of the Government of India lent
to an Indian State. .

11. The «qualifications and disqualifications applicable to
members of a Local ‘Bozu.-d,‘whether elected or nonunath,
should, subject to what 1s said in paragraph 10 n,b(zve, l.)el ‘}l;e‘ S‘alme
as those applicable to the elected menmbers of the (Jen)tra_ oard,

12. We reeommend, 1n order that the Iigserve l)zu.ll\ may be
able to conunence operations, thaf‘c the {un‘st appointment pf
Directors should be made by the .(1'0\'61'-1101‘-(1en_eml m_Councﬂ,
guitable arrangements being made for retivement m rotation.

19336 D3
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13..The method of appointing the (Governor is a matter ¢
the highest importance. It is essential that this oﬂicer( shoul
command general confidence, both in India and abroac
As regards the appointment of the Governor and be ut
Governor (or Deputy Governors), the majority of the Commli)tte
hold that the Governor-General in his discretion should be t}
appointing authority when the new Constitution comes into ? «
Those who were of this opinion felt no doubt that before m'm(]);'u
these appointments the Governor-General would ascertai;l }nrl;
views of the Board of the Bank. A minority of the Committ
however, hold that these appointments should be made by t}el
I%oard of Directors, subject to the approval of the Governo
(xenerql. An attempt to harmonise these views was made b
proposing that the existing provision of the Imperial Ban
constitution should be followed in drafting the Bill, and thut(th
(%overnor and Deputy Governors should be appc;inted by th
Governor-General after consideration of the recommendations o
the Board of the Bank. This solution, as a compromise ;vq
acceptable to all members of the Committee except four. P

Share Capital and Share Registers.

- 14. We recommend that the original share capi

Bank shquld be Rs. 5 crores, div{i;de(l into sharels) t(?% Igsf ‘St(};'
each, which should be fully paid; that the initial 'Llloc.atio
as betwgzen the five areas should be on the lines in(l(icated I
Appendix 1I'; that a separate share register should be maintaine
m each of thp five areas; and thdt shares should be transferabl
from one register to another, so that there would be a free marke
in them, but shareholders should only be entitled to vo(t i
respect of the areas in which they are resident. .

Structure of the Bank.

15. The two previous Bills i

. ' provided for separate Iss
Banking Departments as in the case of the Ban]i of Encrlml:?l o
we iln%ersta\rzlvd that this provision has met with genomr
in India. e recommend that the new Bill g ld
on this basis. Hshoul

, a1
approva
d he drafte

Business of the Bank.
1816£’¢Wh.3 ja ‘Ffpve Egenemlly of the provisions of clauses 17 an
. ofthe i } qf 1928, but we consider that some extension ma:
be reduired o enable the Indian States to partici ate in th
.Rgse?rve Ban].{ Scheme, and detailed suggestious of pi'
are included in Appendix I. " o fhis natar
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17. The Banking Enquiry Committee recommended® that
additional provision should be made enabling the Bank to make
loans and advances on the security of moveable goods, wares, and
merchandise, as well as against the warehouse warrants and
warchouse receipts representing such goods.  We do not leel able
to recommend any such provision, since it would tend to render
the Bank’s vesowrces less liquid, and might involve it in
undesirable competition with commercial hanks.

18. An important uestion arises in regard to clause 18. Since
the Hilton Young Commission reported and the previous Bills
were drafted, Central Banking practice in other countries has
developed in the direction of utilising open market operations to
an increasing extent for the purpose of regulating credit. Clause 18
as it stands might be read as necessitating a meeting of the Board
on each occasion on which such operations are required. Since
action may be necessitated, for the purpose of regulating credit,
with a degree of urgency which does not permit prior consulta-
tion with the Board, it should be made clear that the Board is not
precluded from delegating to the Governor powers in this behalf

{or the above-mentioned purpose.
Lxchange Obligations of the Banl:.

19. The questions which arise in connection with the exchange
obligations to he imposed on the Bank present special difliculty
in existing circumstances. 1n the prevalent state of monetary
disorganisation  throughout the worlid, it is impossible to
incorporate i the Bill provisions which would necessarily be
suitable when monetary systems generally have heen re-cast and
stabilised. In these circumstances we consider that the only
sound course for India is to remain on the sterling standard.
Oun this basis the exchange obligations incorporated in the Bill
must necessarily be in accord with the rupee-sterling ratio
existing at the time when the Bill is introduced. This statement
doos not, however, imply any expression of opinion on the part
of the Committee on the merits or demerits of the present ratio.
The ratio provisions in the Bill are designed to make it clear that
there will not be any change in the de facto situation by the
mere coming into operation of the Reserve Bank Act.

A considerable majority of the Indian Delegates feel it their duty
to record their view that a suitable exchange ratio is one of the
essontial factors for the successfl working of the Reserve Bank.
They point out that considerable changes lis 1 the
currency bases and policies of alimost all the '

* Report of the Indian Central Banking
paragraph 607.
19556 a5
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}n the last few years. In their view it is for the Government of
ndia and the Legislature to examine these and all other relevant
considerations with a view to ensuring that the minimum possible
strain is placed on the currency system of India.

We are all agreed that it should, in any case, be made clear in
the Preamble that the whole question of the monetary standard
best suited to India will have to be reviewed when the inter-
natllopal monetary position hag clarified 1itself and Dbecome
su[hqlgntly stable to make it possible to frame more permanent
provisions.

20. Tt will be necessary in the Bill to provide limits to the
range of exchange fluctuations by preseribing upper and lower
points at which the Bank will be required to huy and sell on
- demand sterling for immediate delivery. According 1o the
practice now prevailing upper and lower points have in fact been
retained as though the rupec was still on a gold basis. As
the fixing of new points would in any case have to be on an
arbitrary basis we recommend that this practice, to which the
public have become accustoned, should be continued,

Assets and Liabiities of the Issuc Department.

21. The addition of 40 crores to the liabilities of the Issue
Department for the purpose of providing for rupee redemption
requires reconsideration in view of the large return of rupees
from circulation since the Ililton Young Conmission reported and
the indications as to the probable trend of the movement of
rupees in and out of circulation in the future. We recommend
‘that, as the future return of rupees over a series of years is likely
to be considerably less than in the past few yews, the rupec
redemption fund should be dispensed with and in its place the
following scheme should be adopted :— ( '

r|

(1) The amount of rupees transferred at the outset to the
Bank should not exceed Rs. 50 crores.

(2) Any surpllis of rupees which this arrangement would
enable Government to remove from the reserve should
be held by Government in a scparate account, the
silver being held bulli i bj

p g held as bullion, not as coin.  Subject
to further consideration by the CGovernment of India
any proceeds from the realisation™ of such rupees
should not he used, except for the purpose specified
in (3) below.

* < . 3 ;
- nglrlxet ofbus wish to make it clfea.r that in accepting this scheme we do
0 be regarded as endorsing any policy of selling silver.
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(3) Tn any year in which the minimum holding of silver
rupees by the Bank exceeded 50 crores of rupees or
one-tenth of the total amount of the reserve, the Bank
would have the right to make over the surplus to
Government to an amount not exceeding 5 croves
of rupees in any year, and Government would be
required to pay [ull value for these (to the extent
ol 40 per cent. in sterling or other external assets
acceptable to the Bank if the Bank so required, and if
the Bank’s external assets at the time did not exceed
50 per cent. of its total reserve).

(4) If in any year the Bank's maximum holding fell below

: the amounts indicated above, Government would
similarly have the right to sell rupees to the Bank
up to maximum of 5 crores in any one year.

We observe in this connection that the omission of any provision
for a specific rupee redlemption fund makes 1t all the more
necessary that the reserves of the Bank should at the outset
provide an ample margin over the s'tilfllt()l‘y glll}gunt. Undfar the
proviso to clause 33 of the 1928 Bill, the initial proportion of
gold and sterling assets must be not less than one-half of the
Liabilities of the Issne Department, We do not propose any
alteration in this figure in the new Bill, but we think that this
proportion may not necessarily be adequate, and we recommend
that the question whether a higher proportion is required at the
outsat should, before the Bank 1s set up, he carefully considered
by Government in the light of all the prevailing circumstances.

92 As regards the lolding of Government of India rupee
securities, the uestion was raised whether the limits proposed In
the second proviso of clanse 31 (3) might not prove unduly
restrictive of the Bank’s open market operations ; and we recom-
mend that this point should be further considered in India.

23. With regard to the remainder of the reserve, we recom-
mend that “Gold Securitics " Should be replaced by “ Sterling

Seeurities.” The holding of gold securities would he not merely
inappropriate to a aterling standard, but, 1n the present state
of uncertainty, a possible source of weakness.  As regards .the
aggregate propertion of gold coin or bullion and sterling
securities to be held, we recommep(l that the minimum figure
of 40 per cent. prqposed by the Hilton Yqung Commission and
adopted 1 the previous B'IHS.S]lOl.ll(l be retained.

94. As regards the. (llstrnhupon o'f this minimum betw'een
sterling and gold varlous c.onsx(leratlons have to be taken into
account. On the one hand it must be ljoc'ogmse(l that t,he_ Bar}k
will always require to hold a substantial amount of sterling in
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order to enable it to fulfil its sterling obligations. Indeed it
might be argued that so long as the rupee is not bhased on a
gold standard there is no logical necessity to prescribe a minimum
holding of gold and that any such limitation would restrict the
freedom of the Bank’s operations and would, to that extent, be a
source of weakness in relation to its obligations to maintai’n the
currency standard. There is, moreover, a further argument that
as gold carries no interest any undue proportion of gold holdings
would unjustifiably reduce the Bank’s profits and so impose
indirectly, an unnecessary burden on the Indian taxpayer. As
against these considerations, must be weighed the deep and wide-
spread feeling in India in favour of holding gold as affording
ultimately the most reliable form of reserve, a feeling which ma;
necessitate some provision for a minimum gold holding in order
to secure the confidence of the Indian public in the stabiTitv of the
Bank. While individual members of our Committec have heen
111011pe(1 to attach varying degrees of importance to these different
considerations we have been able to reach agreement on a recom-
mendation that the Bill should preseribe a minimum gold holding
of Rs. 85 crores.® ” °

The minimum of Rs. 35 crores represents actually about 20 per
cent. of the present note liability. Should, ll(\\\’(‘\'(ﬁl", through any
considerable expansion of the note issue, this per(-cu!u?:e fall
below 15 per cent., some members of the Cowmmittec are of
op‘m_mxrl‘that the position should be immediately reviewed.

(25, The question of valuation of the gold assets presents some
d}ﬂlculty‘. At a time when monetary standards are completely
dxsorg:amsed, there is, in fact, no logical fiqure applicable to the
ﬁ,}gﬁ?g: t(z)f rgggln ltfslv\lr t.\Ve]'c.m{mil(lm" that the hest course
Touse a0 otain the, (blld..l()ll' iu( 1( own in sub-clause .(4) of

e el d e i accordance with the practice at
present followed by the Bank of England and in India, where
flc;ld contmueT to be valued at the old parity. Under this
by a wide margin. - The posaibiiity wonkd ot -t (o
the Banlk might gain a large pr Y. obviously be present that
t ; ge prenuum on the gold handed over to
it by Government. The questi as o i

' _question as to how such premium
should be dealt with, especially in the event of sales | i ade
mn the interme('liate.period pending revz;luution (Eatcl;\e f(l)il(? 1”:;1:9‘%
complex practical issues which we have not fully discussod.  In

k-3 L. e . T - . P
Sir Purshotamdas Thakurdas aud Rai Bahadur Ram Saran Das

ve
aissent from the pmpmal te i 141
s y ontit any provision f ini
: O ¢ apeentage
of ;r()ld to the note issne, : i pereetts

Sir Campbell : : C
amy Rhodes would preseribe no minimum but leave the

Board complete freedom in the matter of gold veserves

| reserves;
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principle such profits should belong rather to the Government
than to the Bank, but owr view is that this unrealised margin
shonld in some way or other be kept available for strengthening
the position of the currency reserves. We recommend that
detailed proposals should be worked out by the Government of
India for cousideration during the passage of legislation on this
subject.

26. We approve generally of the provisions of clause 41 of the
1928 Bill, relating to the suspension ol reserve requirements and
the connected tax provision. We# think it would be well to
bring clause 41 into a closer connection with clause 31 in order
to make it clear that the “minimum” reserve can, and should,
be utilised whenever this is called for by the circumstances.

Reserve Fund and Allocation of Surplus.

27. We approve, generally, the provisions for © Reserve Fund
and Allocation of Surplus ” in clause 46 of the 1928 Bill, subject
to the following modifications in regard to the distribution of
dividends. The appropriate rate for the fixed dividend must
depend to some extent on the return on comparable securities
at the time of issue of the shares. We recommend that the Bill
should empower the Governor General in Council to fix this rate,
subject to a maximum of 35 per cent. Provision should also be
made, on the lines of the Third Schedule to the 1923 Bill, for a
gradually inereasing dividend up to a maximumn of 6 per cent.
In determining the fixed rate of dividend the Governor-General in
Council should take into account, not only the vield on (Govern-
ment Jong-term securities, but also the desirability of attracting
the small investor in the mofussil and thereby securing a wide

" distribution of the shares.

Scheduled Banks.

98, We approve the principle of clause 44 of the 1928 Bill,
under which Scheduled Banks are required to maintain minimum
balances with the Reserve Bank. Some doubts have been
expressed as to the appropriateness of (a) the criterion for
inelusion in the schedule, viz. Rs. 3 lakhs paid-up capital and
and (b) the percentages preseribed in sub-clause (1) of
that clause. We recommend that these two questions should be
reconsidered in India together with the question whether the
criterion should be based on the amount of deposits rather than

on the paid-up capital and reserves.

* Except Sir Purshotamdas Thakurdas and Rai Bahadar Ram Savan Das,
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Relations of the Reserve Bank with the Imperial Bank of India.*

29. We recommend that the Reserve Bank should he required
to enter into an agreement with the Imperial Bank on the aeneral
lines of clause 45 of the 1928 Bill, bhut we consider t]?'zt the
period of 25 years prescribed in that clause is too lon 11;1(11 we
suggest that this point should be further conﬂidereﬁ, by the
Government ol India. The initial period, however should }{)0 of
substantial duration, with provision therealter for ,termination on
several years’ notice given by either side. The agre‘cment should
further contain a stipulation that its continuance is dependent
on the maintenance of a sound financial position by the Imperial
Bank. ) (

30. With regard to the Second Schedule to the 1928 Bill, we
approve of the provision that the Tmperial Bank should l)c, the
sole agent of the Reserve Bank at all places in British Tndia where
there is a branch of the Tmperial Bank of India and no hranch of
the Banking Department of the Reserve Bank. It should be
understood that this only applies to branches that are in existence
at the time when the Act comes into force. We also zlf;l‘(:(} that
the Imperial Bank shall not, without the approval of the Reserve
Bank, open any branch in substitution for a hranch existing at the
time when the agreement comes into force. As ro”:n-(lg other
branches that may be opened in the future, the Reserve ﬁankéhou]d

be under no obligation to employ the Imperial Bank and should.

be free to make its own arrangements. The agency terms
provu]gd for in 'paragraphs 2 and 3 of Schedule TI will vequire
reconsideration in the light of present circumstances, and we
recommend that the Government of India should frame revised
terms in consultation with the Imperial Bank.

31. It was submitted to us that, apart from the question of
remuneration for services to be rendered, the Imperial Bank of
India has a moral claim for compensation in respect ol its dis-

appointed expectations and of commitments which it undertook,

11){y m'ran,;zement with Government, before the institution of the
eserve Bank was contemplate ;g ‘

such compensati ( 3| Itl lplat..(,d. b was suggested to us that
§ >ompensation should be given in the form of an allotiment of

* Owing to 't,h(zir connection with the Tmperial Bank, Sir ldward
Bentl‘lall and Sir Purshotamdas Thakurdas took no part in ,the discussion
of thir question.

Sir Akbar Hydari also desired to have his view recorded that the
objects for which the carly establishment of the Reserve Bank had been
Ound‘necessa_ry would be much more speedily attained, at the outset ab
cast, if the Imperinl Bank of India was, with suitable modifications, made
he instrument for attaining these objects, rather than by the creation

orthwith of an entirely new institution. ’
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a part of the share capital of the Lleserve Bank to shareholders of
the Imperial Bank. We do not consider that the question whether
the Imperial Bank is entitled to compensation is within the purview
of this Committee, but, in any case, we cannot reconumend any
special allocation of Reserve Bank shares to the sharelholders
of the Imperial Bank, as this would he inconsistent with our
scheme for the distribution of shares on the broadest possible
basis thronghout India.  We have no doubt, however, that any
claim for compensation which may be put forward by the Imperial
Bank will reccive due consideration by the authorities in India.
It the claim is conceded we consider that the compensation
should be given in some other form.

General.

39, The Comnitiee considered whether the powers to be given
to the (tovernor-General in Counceil in various clauses of the Bill
ghould, under the new Federal Constitution, be exercised by the
Governor-Gieneral at his diseretion or by the Governor-General
on the advice of his Ministers. In agreeing to the recommenda-
tions recorded below, some of the members took into account
the powers which they assume the Governor-General will possess
ander the new Coustitution Act to intervence if on any occasion
his special responsibilities are mvolved.

In clause 41 of the 1928 Bill (Suspension of Reserves) no
agrecment was ronched between the three alternatives of the
exerclse ol these powers— ) )

(a) by the (tovernor-Gleneral at his discretion;;

(b) by the Tederal Government ; or

(¢) by the Tede al Covernment with the approval of the
Governor-General at his discretion.

In clauses 43 and 52 of the 1928 Bill (Forfeiture of Right of
Note Tssue and Tiquidation) it was agreed that the powers should
be excrcised by the Iederal (tovernment with the approval ol
the Governor-General at his discretion.

In clause 53 (Regulations; it was agreed that the power should
be exercised by the Federal Government.

33. In the preceding paragraphs we have dealt with all the
major uestions in respect of whrich we recommend any departure
from the p]'()visi(ms of the 1928 Bl”.’ In other respects we
recommeni that the pl'inciples of th:)@ Bill should be followed in
drafting the new Reserve DBank Bill.  There are, however, a
pumber of minor points on X\(luch we recmnmeml mo(hhc;m'on of
the provisions of the 1928 Bill, either as being consequential on
our major recommendations 01 desirable on other grounds.
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These suggestions are set forth in Appendix I, and for convenience
of reference we annex to our Report a copy of the 1928 Bill.

o 34. Iq conclusion we desire to express our ohlication to our
Secretaries, Mr. G. H. Baxter and Mr. A. T. \\’illia?ns and other
members of the staff concerned for the invaluable assistance
which they have rendered both in our proceedings and in the
drafting of our Report. ° /

R. A. Maxr,
Deputy Chairman.

N. N. AXKLESARIA,
E. C. Bextuawr,

. C. C. Biswas.
Ram Savan Das.
H. Dexning.
A. Hyparnr.
Mirza M. IsmarL.
Cowasser JenANGIR (un.).
L. J. KErsuaw.
C. Kisarn,
VoP Keisovama Criagr,
1. P. Mopy.
A RaMaswaMi MupALiar,®
CamPBELL Ruopgs,
GEORGE SCHUSTER.
Putowze SkTiNA,
H. Srraxoscn.
PursnoTaMpas THAKURDAS,
S. D, Warky.
Moun., Yamin Nuavy.
ZAFRULLA KHAN,

o

Q. H BaxTr,
AT, Winniaus,

Seeretaries.

* Mr. Ramaswami Mndaliar has signed on behalf of My, Iyengar in
regard to all matters on which agreement was reached hcfm"e- le I;eu"ﬂr
]e'zft for India. In regard to oiher matters, Mr. Iyengar has 1'ese.1'ved ?he
right to record a supplementary note if he finds this Secessmy.

Inp1a Orrice,
1st August 1933,
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APPENDIX 1.
(See paragraple 33 of Report.)

Title and Preamble~The reference to * Gold Standard Currency 7 will
require nmendment.

Cluwse 1 (1).—"This clause will need to be similarly amended.

Clisuse 1 (2)—We lave assumed that Buarma, if separated, will continue
to utilise the Indian currency system. If the decision ultimately reached
18 otherwise, an amendment of this sub-clause will be necessary.

Clanse 1 (3).—A modification of dates will be necessary. )

Clanse 1 (4).—We recommend that this sub-clause should provide that
Chapter TTE shall be in force for a period of 25 years, and shall continue
in foree thereafter until revoked or modified by further legislation.

Clanse 2 (y).—The delinition of a “gold standard conntry 7 will have

§ i . o
to be replaced by that of a *“sterling standard country.

Clause 4 (8).~—The scheme of allotment should be modified so as to
provide for preferential allotment to the extent of two shaves (the suggested
minimum qualification for u vote) being given to applicants for two shares
and over. A specilic provision should also be made excluding Government
from voting power in respect of any capital left in its hands.

Clause 8 (1) (a) (i).—We would amend this to read :—

“engaged in the direction of agricultural, commercial, financial or
indnstrial activities, or”

Clanse 11 (1).—Elected Directors shonld be removable by the Governor-
General in Couneil on a resolution passed by the Board by a majority
consisting of not less than nine Directors.  Other members of the Board
should be removable by the authority which nominated or appointed
them.

Clause 13.—Election rules should be drawn up by the Bank in the
manner provided for in cliuse 53,

Clanse 15 (1) —Provision will be necessary for calling local meetings
to elect the Liocal Boards.

Clanse 15 (2).—Bearing in mind the widespread practice of blank
trausfers in Indin we consider that members of Loeal Boards might be
empowered to call upon any registered and resident shareholder to make
a statutory declaration to the effect that he is the actual owner of the
shares registered in his name.

Clause 17 (1).—Provision shonld be made to enable the Bauk to act as
Bankers for [ndian States.

Clause 17 (2) (¢).—We would add after the words “ Liocal Government "
the words “or such secuvities of an Indian State as may be specified in
that behalf by the Governor-General in Council on the recommendation
of the Central Board of the Reserve Bank.”

Clause 17 (3).—7The reference to “ Gold standard countries ” should be
changed to *“ Sterling standard countries.”
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Clause 17 (7) and (8).—It has been suggested that in present conditions
these subsections are unduly restrictive as vegards the maluritics of
Government securities in which the Bank is permitted to deal. We
recommend that this point should be further examined by the Government
of India. An amendment similar to that already suggested above to
subclause 17 (2) (¢) might also be made to subclause 8.

Clause 17 (11).~—The words ““or Indian State” might be added after
the words ¢ Local Government” to admit of the Bank acting as agent
for the Indian States.

Clause 17 (14).—~We consider that external borrowing should be
expressly confined to other Central Banks, aud that in that event no
limitation need be placed on the amount which it 18 permissible to borrow
externally.

Clause 17 (16).—We would redrvaft this sub-clanse as follows -

. . . .. - b .
incidental to, or consequential upon, the provisions of this Act and

not prohibited by this Act.”

“ Generally, the doing of all such matters and things as may be

Clause 18.—We wonld substitute for the words “in the interests of
Indinn trade or commerce, or for the purpose of cnubling the Bank to
perform any of its functions under this Act,” the words * for the purpose
of regulating credit in the interests of Indian trade, commerce, industry
and agriculture.”

A further amendment of this clause has been recommended in para-
graph 18 of our Report.

Clause 31.—Here, and in other clauses where it is referred to, the

. . ., . Tyl kR
provision for “ gold securities ”” should be replaced by “ sterling securities.
Clause 31 (3).—It is for consideration whether it should not be made

clear that the “ Government of India rupee sccurities ” niust be
marketable securities.

Clause 31 (6).—This sub-clause will require amendment in view of the
adoption of a sterling standard.

Clauses 32-37 will require modification in the light of our proposal for
the omission of provision for a specific rupee redemption fund.

Clauses 38-40.—These clauses will require to be replaced by provisions
on the lines indicated in paragraphs 19 and 20 of our Report.

Clause 53.—Amendments and additions will be required in consequence
of certaiu of our recommendations.
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APPENDIX L ]
Suggestions for Distribution of Local Areas and Allocation
of Shares.

(See parayraph T of Iteport.|

[ , Alloeation
: Htead- \ | Number of nf'l\ji}ﬂre
Avea i qunﬂcrs Extent " Dircctors (,:1])1(:‘1]
R, lakhs
(1 ) (2) G R I N ©)
i o2 80
L. NowrrHerN Jelhi United Provinces f |
Punjab _
North-West Frontier |
Province (
Baluchistan J
\

Ajmer Merwara

Rajpntana Agency i

Punjub States !

Kashmir

Gnited Provinees S

G walior )

2. WESTERN Bombay Bombay Presidency

~ Sind

Central Provinces and

Berar

Western India Agency .

Baroda |

Hy derabad {‘

Central India Agency J
1

tates

(excludiug Buandel-
khand and Baghel |
khand) L
Gujerat States Agency :
|
|

Decean States Ageucy
STERN - ta | Bengal

8. Baste Calenti | 'Bih;r and Orissa

Assam

Sikkim i

Assanm Stafes ‘

Bengnl States E

Eastern States Agency |
|
|

Bundelkhand and
Bﬂgln'lkllzmd
4. SOUTHERN Madras Madras Presidency
’ Coorg
Mysore
Madras States

. | Rangoon | Barma
5. Buws # Andamans and
Nicobars

1 : 40
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ANNEXURE.
Tue Gorp Srtanparp axp Reserve Bank or Inpia Binn, 1998.
(As published.)

A Bill to establish a gold standard eurrency for British India and constitute
a Reserve Bank of India.

Whereas it is expedient to provide for the establishment of a gold
standard currency for British India; to constitute a Reserve Bank of
India to control the working of that standard and regulate the issue
of bank notes and the keeping of reserves with a view to securing stability
in the monetary sytem of British India; and generally to make provisions
for matters incidental thereto; It is hereby enacted as follows:—

CHAPTER 1.
PrELIMINany.

1.—(1) This Act may be cailed the Gold Standard and Reserve Bank

of India Act, 1928,
(2) It extends to the whole of British India, including British Baluchistan

and the Sonthal Parganas.
(3) This section shall come into force at once, and the remaining pro-
visions of this Act shall come into force on such date or dates, not later
than the lst day of July, 1929, as the Governor-General in Council may,
by notification in the Gazette of India, appoint:
_ Provided that the Governor-Gencral in Council may, by notification
in the Gazette. of India stating his reasons for such action, substitute for
the year 1929 in this section the year 1930; and may, by like notifications,
make two further successive substitutions of the years 1931 and 1932

 (4) Chbapter III shall he in force for a period of twenty-five years and
its operation may thereafter be extended for such further period or periods
a8 the Governor-General in Council may, by netification in the Gazette

of India, direct.
2. In this Act, unless there is anything repugnant in the subject or

context—
(a) “the Bank ” means the Reserve Bank of India consiituted by

this Act;
(b) ** the Banking Department ’ means and includes all departments

of the Bank other than the Issue Department;
(¢) * bank rate” means the rate published by the Bank under

section 47;
(d) ““ bank note’ means paper money issued by the Bank;
(¢) “the Board”’ mecans the Board of Directors constituted in

accordance with section 9;
(f) ““ general meeting '’ means a meeting of the registered sharcholders

of the Bank;

(g) ** gold standard country ’’ means any country, other than British
Indiz, from which any person is at liberty to export gold and in which
any person may obtain gold on demand from the principal currency
authority on payment of the equivalent thereof, as prescribed by law,

in legal tender currency;
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' (1) ““ Issue Department 7’ weans that department of the Bank which
is charged by section 23 with the conduct and managenient of the note
issue;
() “ provincial co-operative bank ' weans any society which s
registered or deemed to be registered under the Co-operative Societies
Act? 1912, or any other law for the time being in force in British
India relating to co-operative socictics and the sale business and object
of which is the financing of the other societies in a province which are
or arc deemed to be so registered ;

(1) “the Reserve” means the assets of the Issue Department as

specified in section 31
(k) ““the Reserve Fund ”’ means the Reserve referred to in section
46;

(1) “ rupee coin ”’ means silver rupees which are legal tender under

the provisions of the Indian Coinage Act, 1906; and
(m) ¢ scheduled bank ”” means a bank included in the First Schedule.

CHAPTER II.
IncorroratioN, SHARE Carrral, MANAGEMENT AND Business.

Establishment and Inccrporation of the Reserve Bank of India.

3.—(1) A Bank to be called the Reserve Bank of India shall be con-
stituted for the purpose of taking over the management of the currency
from the Governor-General in Council and of carrying on the business of
banking in accordance with the provisions of this Act.

(2) The Bank shall be a body corporate by the name of the Reserve
Bank of India, having perpetual succession and a common seal, and shall

by the said name sue and be sued.

. Share Capital,

4.—(1) The original share capital of the Bank shall be five crores of
rupees divided into shares of one hundred rupees each, which shall be fully
paid up.

(2) No amount in excess of twenty thousand rupees shall be issued to
any one person or to any two or more persons jointly, and no person shall
be allowed to acquire an interest in the share capital of the Bank, whether
held in his own right, or held jointly with others, or held partly in his
own right and partly jointly with others, to a nominal value in excess cf
twenty thousand rupees.

(3) Separate registers of sharcholders shall he maiutained at Bombay,
Calcutta, Madras, Rangoon and Delhi, and a separate issue of shares
shall be made in each of the areas served by those registers, as hereinafter
defined, and shares shall not be transferable from one register to another
save in accordance with conditions to be preseribed hy the Governor-
General in Council. )

(4) A shareholder shall be qualified to be registered as such in any area
in which he is ordinarily resident or has his principal place of husiness
in India, but no person shall be registered as a shareholder in more than
one register or as a holder of an interest in the share capital of a total

nominal value exceeding twenty thousand rupees; and no person who

is not—
(8) domiciled in India, or
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(b) a British subject ordinarily resident in India, or

(¢} a company registered under the lndian Companies Act, 1913, or
a society registered under the Co-operative Socicties Act, 191Z, or a
scheduled bank, or a corporation or company incorporated by or
under an Act of Parliament or any law for the time heing in force
in any of His Majesty’s dominions and having a branch in British

India,
shall be registered as a shareholder or be entitled to payment of any

dividend on any share.

(5) The Board may, at its discretion, without giving any reason, decline
to allot shares to any applicant or to register any transfer of shares.

(6) The areas scrved by the various registers mentioned in subsection (3)

shall be as follows, namely : —
(a) by thce Bowmbay register-—the Presidency of Bombay (including

Sind), and the Central Provinces;

(b) by the Caleutta register—the Presidency of Bengal and the
Provinces of Bihar and Orissa and Assam;

(¢) by the DMadras rogister—tho Presidency of Madras and the
Province of Coorg;

(d) by the Rangoon register—the Province
Andaman and Nicobar Islands;

(¢) by the Delhi register—the remainder of India, including the
territories of Indian Princes and Rulers in India.

(7) The nominal value of the shares originally assigned to the various
registers shall be as follows, namely:—

(a) to the Bombay register—one hundred and fifty lakhs of rupees;
(b) to the Calcutta register—one hundred and fifty lakhs of rupees;
(c) to the Madras register—forty lakhs of rupces;

(d) to the Rangoon register—forty lankhs of rupces;

(e) to the Delhi register—one hundred and twenty lakhs of rupees:

Provided that, in the event of the shares assigned to any register not
being fully taken up at the first allotment, the Board may, with the
previous sanction of the Governor-General in Council, transfer a portion
of such shares from that register to another.

(8) In allotting the shares assigned to a register, the Board shall, in
the first instance, allot one share to each applicant qualified under sub-
section (4) to be registered as a shareholder on that register; and, if the
number of such applicants is greater than the total number of shares
assigned to the register, shall determine .by lot the applicants to whom
the shares shall be allotted.

If the number of applicants is less than the number of shares assigned
to the register, the Board shall allot the remaining shares to applicants
who have applied for more shares than ono; and if the number of oxtra
shares so applied for exceeds the numbcr of shares so to be allotted, the
Board shall allot them among the various applicants in such manner as
it may deem fair and equitable:

Provided that such allotments shall in all cases be subject to the
restrictions contained in subsection (2).

Tf, after all applications have been met in accordance with the pro-
visions of this subsection, any shares remain unallotted, they shall, not-
withstanding anything contained in this section, be allotted to Govern-
ment, and shall be sold by the Governor-General in Council, at not less
than par, as soon as may be.

5.—(1) The share capital of the Bank may bo increased hy the Board
with the previous sanction of the Governor-General in Council.

of Burma, and the
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(2) Every such increase shall he fully paid up, and the areas to which
such further shares shall be allottéd and the price at which they may be
issued shall be {ixed by the Board with the like sanction.

(3) The Board may determine the.manner in which any increase of
share capital shall be effected.

(4) The share capital of the Bank may be reduced by the Board, with
the previous sanction of the Governor-General in Council, to such extent
and in such manner as may be determined by the Bank in general meeting.

Offices and Branckes.

6. The Head Office of the Bank shall be established in Bombay, and the
Bank shall, as soon as may be, establisked branches in Calcutta, Madras,
Rangoaon, Delhi and london, and may establish branches or agencles in
auny other place in India or, with the previous sanction of the Governor-

General in Council, elsewhere,

Management of the Bank:,

7. The general superintendence of the affairs and business of the Bank
shall be entrusted to a Board of Directors, which may exercise all powers
and do all such acts and things as may be exercised or done by the Bank
and are not by this Act expressly directed or required to be done by the

Bank in general meeting.
8.—~(1) Save as expressly provided in this Act—
(@) no person may be a Director who is not or has not at some time

been—
(i) actively engaged in agriculture, commerce, finance or industry,

or

(ity a director of any company as defined in clause (2) of section 2
of the Indian Companies Act, 1913, or of a corporation or company

« incorporated by or under any law for the time being in force in any

place outside British India; and
(b) no person may be a Director who is—
(i) a government official, or

(ii) an officer or employee of any bank, or
(iti) a director of any bank, other than a registered scciety as

defined in clause (¢) of section 2 of the Co-operative Societies Act,
1912. |
(2) The election or appaintment as Director of any person who is a member
of tho Indian Fegislature or of a lacal Tegislature shall be void, unless within
one month of the date of his clection or appointment he ceases to he such
member, and if any Dircetor is elected or nominated as memhber of any such
Legislaturce he shall cease to be a Director as from the date of such election
or nomination, as the case may be.
9.—(1) The Board shall consist of the following Directors, namely : —

(@) a Governor and two Deputy Governors to be appointed by the
Governor-General in Council after consideration of any rccommendation
nmade by the Board in that behalf;

(b) four Directors to be nominated by

Council;
(¢) two Directors to be elected by the Associated Chambers of Com-

the Governor-General in

merce ;
() two Directors to be clected by the Federation of the Indian

Chambers of Commerce;
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(e) one Director, representing the interests of agriculture, to he
elected by provincial co-operative banks holding shares to the nominal
value of not less than five thousand rupees;

(f) eleven Directors to be clected on behalf of the sharecholders on the
various registers, in the manner provided in section 10 and in the
following numbers, namely: —

(i) for the Bombay register—three Directors;
(i1) for the Calcutta register—three Directors;
(iii) for the Madras register—onc Dircctor;

(iv) for the Rangoon register—one Director;

(v) for the Delhi register—three Directors; and

(g) one government official to be nominated by the Gevernor-General in
Council.

(2) The Governor and Deputy Governors shall devote their whole time to
the affairs of the Bank, and shall receive such salaries and allowances as
may he determined by the Board subject to any minimum prescribed hy the
Governor-General in Council.

(8) The Governor, a Deputy Governor and a Dircetor nominated or clected
under clanse (b), (¢), (d), (e) or (f) shall hold office for five years, or there-
after until his successor shall have been duly appointed, nominated or clected,
and, subject to the provisions of section 8, shall be eligible for re-appoint-
ment, re-nomination or re-election as the case may be.

The Director nominated under clause (g) shall hold office during the
pleasure of the Governor-General in Council. He may attend any meeting
of the Board and take part in its deliberations, but shall not be entitled to
vote.

(4) No act or proceeding of the Board shal be questioned on the ground
merely of the existence of any vacancy in, or any defect in the constitution
of, the Board.

10.—(1) The shareholders registered on the various registers shall eleet
delegates for the purpose of electing Directors to represent them on the
Board, and the numbers of delegates shall be as follows, namely:—

(a) for the Bombay register—twenty-four members;
(b) for the Calcutta register—twenty-four members;
(¢) for the Madras register—ten members;

(d) for the Rangoon register—ten members;

(e) for the Delhi register—twenty-four members.

(2) Every shareholder who has been registered on a register for not less
than six months immediately preceding the election shall be entitled to vote
at the clection of delegates for the shareholders on that register; and no
shareholder shall have more than one vote.

(3) The delegates for the sharcholders on a register shall he elected from
among those who are shown on that register as having held, for a period of
not less than six months immediately preceding the election, unencumbered
shares of the Bank of a nominal value of not less than five thousand rupees:

Provided that no person shall be elected as a delegate who is a govern-
ment official or an officer or servant of the Bank:

Provided further that no candidate may stand for clection, unless he
has been nominated by not less than twenty of the shareholders entitled to
vote at the election.

(4) The election of delegates for the sharcholders on a register shall he
held once in every five years, at a convenient time before the expiry
of the term of office of the retiring Directors for the clection of whose
successors the delegates are to be elected, .

(5) Delegates shall hold office for a period of five years:
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vai.ded that, if a delegate ceases to be equalified for election under
subsection (3), he shall forthwith cease to hold office as a delezate.

{6_) A casual vacaney in the office of delegate, in whatsoever manner
arising, may be filled by the Board from among the shareholders for the
time being qualified for eleciion to that office under subscetion {3).

(7) The delegates for the shaveholders on a register shall elect. from
among those sharcholders, the Directors to represent them on the Board

in accordance with this Act and the rules made under section 13.

11.—(1) The Governor-General in Council may remove from office the
Governor, a Deputy Governor, or any Dircetor nominated or clected under
clause (h), (), (), (¢) or (f) of subscction (1) of section 9, on a resolution
passed by the Board in that behalf by a majority consisting of not less than
fifteen Dirvectors:

Provided that, v the case of a Director elected under clause (¢), (d),
(e} or (f), such resolution shall have been confirmed by a majority of not
less than than two-thirds of the persons present and voting at a general
mecting expressly called for that purpose.

(2) A Director nominated or clected under clause (h), (¢), (d), (¢) or
() of subscetion (1) of section 9 shall cease to hold office if, at any time
after the expiry of one month from the date of his nomination or election
or of cighteen months from the date on which this Act comes into force,
whichever is later, he is not registered as a holder of unencumbered shares
of the Bank of a nominal value of not less than ten thousand rupces, or
if he ceases to hold unencumbered shares of that value.

12.—(1) 1f the Governor or a Deputy Governor by i_nﬁrmity or other-
wise is rendered incapable of executing his duties or is absent on leave
or otherwise in circumstances not involving the vacation of his appoint-
ment, the Governor-General in Council may appoint another person  to
officiate for lLim, and such persen may, notwithstanding anything contained
in clause (b) of subsection (1) of section 8, be an officer of the Bank. )

(2) A rasual vacancy in the office of a Director, other than the vacancies
provided for in subscction (1), shall be filled in the manner in which, and
by the authority by whom, the nomination or election of the Director
vacating office was made; and the Director so nominated or elected shall
hold office for the unexpired portion of the term of his predecessor.

13. The Governor-General in Council mayv, after previous publication,
make rules to provide for all matters for which provision is in his opinion
necessary or expedient for the holding and conduct of clections under this
Act, and, in particular, and without prejudice to the generality of the
foregoing power, may by such rules provide—

(@) for the holding of clections according to the principle of propor-
tional representation by means of the single transferable vote or other-
wise as he thinks fit in any case; and

(h) for the final decision of doubts or disputes regarding the gualifica-
tious of any candidate for election or regarding the validity of clections.

14. Meetings of the Board shall be convened by the Governor at least
six times in cach year and at least once in each quarter. Mecetings shall

ordinarily be held in Bombay, but at least two meetings of the Board shall
be held in Calcutta in cach year.

15.—(1) A general mecting (hereinafter in this Act referred to as the
annual general mecting) shall be held annually at Bombay within «ix weeks
from the date on which the annual accounts of the Bank are closed, and
a general mecting may be convened by the Board at any other time.
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(2) Any sharcholder shall be entitled to attend and vote at any general
meeting, and no shareholder, whether present in person ar

vating throungh
another shareholder as proxy, shall have more than one

void,

16.—(1) The following provisions shall apply to the first constitution of

the Board, and, notwithstanding anything contaiued in seetion 9. the Beard
. . . b

as constituted in accordance therewith shall be deemed to be duly con-

stituted 1n accordance with this Act. ’

(2) The first Governor and first Deputy Governors shall he
the Governor-General in Council on his own initi
such salaries and allowances as he may determine.,

3 'l'_h(s first four Directors nominated under elause (1) of subsection (1)
of seetion 9 shall hold office for three vears.

(4) The first four Directors elected under elanses (c) and (d) of that
subsection shall hold office for four yvears,

(5) The first Director elected under clause (ey of that subsection may bhe
efected by all provincial co-operative hanks notwithsianding that shares
have not been allotted, and shall hold office for four VeSS

(6) The first eleven Directors representing  the  sharcholders shall heo
nominated by the Governor-General in Council after consultation with the
Local Governments, and shall hold office for two vears,

(7) The first elections of Directors under section 10 shall be held before
the expiry of the term of office of the Directors nominated under sub-
section (6), and the Directors so elected shall hold office as follows namely :-—

appointed by
ative, and shall receive

(a} the Directors elected on behali of the shareholders on the Bombay
register—for four vears;

(b) the Directors elocted on behalf of the sharcholders on the Caleutta
register—for three years;

(¢) the Director elected on behalf of the sharcholders on the Madras
register—for five years;

() the Director elected on hehalf of the sharcholders on the Rangoon
register—for five years; ‘

(¢) the Directors elected on behalf of the sharcholders on the Delhi
register—for two years.

Business aof the Bank,

17. The Bank shall be authorised to carry on and transact the several
kinds of business hereinafter specified, namely:—

(1) the accepting of money on deposit without interest from, and the
collection of money for, the Secretary of State in Conneil, the Governor-
General in Council, Local Governments, hanks and any other persons;

(2) (a) the purchase, sale and rediscount of bhills of exchange and
promissory notes, drawn and pavable 1 India and arising out, of
bond fide commercial or trade tranxactions, hearing (wo or more good
signatures, onc of which shall be that of a scheduled bank, and maturing
within ninety days from the date of such purchase or rediscount
exclusive of days of grace;

(h) the purchase, sale and rediscount of hills of exchange and
promissory notes, drawn and pavable in Tndia and bearing two or more
good signatures, one of which shall he that of a scheduled hank, or a
provincial co-operative hank, and drawn or issned for the purpose of
finaneing seasonal agricultural operations or the marketing of crops,
and maturing within six months from the date of such purchase or
rediscount, exclusive of days of grace: provided that the total face
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value of bills or notes so purchased or rediscounted shall not at any
time exceed one-fourth of the total face value of all bills and notes
purchased or rediscounted by the Bank up to that time:

(¢) tho purchase, sale and rediscount of bills of exchange and
promissory notes, drawn and payable in India and bearing the mgn‘?ﬂ““
of a scheduled bank, and issned or drawn for the puryeose of }‘1\)"1111§1
or trading in securitics of the Government of India or a l.n.'-‘:xl (vu\'::rn—
ment, and maturing within ninety days from the date of suca purcrase
or rediscount cxclusive of days of grace;

(3) the purchase from and sale to scheduled banks and person:
approved by the Board, in amounts of not less than the oqm\'alo'nt of
one lakh of rupees, of the currencies of such gold standard countries as
may be specified in this behalf by the Governor-General in Council by
notification in the Gazette of India, and of hills of exchange (including
treasury bills) drawn in or on any place in any ,\ur’h‘ COuntry., ﬂ'nll
maturing within ninety days from the date of eueh purevase. exclusive
of davs of grace; and the keeping of balances with hanks in <uch
conntries;

(1) the making of Joans and advinees, ‘l‘t'l'“)ﬂ"’]“ on derrand or on t'h(\
expiry of fixed periods nob execeding ninety days agicn.y the secunty
of-- A ‘

(ay stocks, funds and securities (other thau imnisvatle property)
in which a trustee is authorised to mvest trusi peoney any Act
of Partianent or by any law for the time being in foree in British

India;

(b) gold coin ar bullion or documents of tithe 1o the same:

() such hills of exchanve and promi<sory neses as are elicihle fm:
purchase or rediscount by the Bank: provided that the total of
the loans and advances against sueh sceuritios as are referred to 1n
stib-clause () of elause (2) shall not at any time exceed t)nu-fn'urth
of the total loans and advinees made hy the Bank up to that time;
* (Y such hills of exchange as are eligible for purchase by the Bank
under elause (3); Lo
1(")1 ,,rnmiﬂ‘i”?.“' notes of any scheduled hank or A prn.v]umtal
co-operative hank, supported hy docaments evideneinge trt;‘ 0
goods which have heen transforred, assigned. J)ypn'hvmtﬁ( fr)r
pledged to any such bank as security for a cash ”r'rwht gr':mtw? 0;
howi fide commercial or irade transactions, or for the purpose Of
financing  seasonal  agricultural operations or  the marketing “0l
crops: provided that no loan or :Hi\'ilﬂvf"‘ -"}“” he m?‘d(,}\:‘l1 eu\,»(-
secirity of any promissory note such as i referred T -}1'1-'11 .thliq
elanse after the expiry ol five years frow the date en whe i

section comes nto foree;

(5) the making of advances to the (im'vrm)r-(h-nuru_l in l(unnlwlglc r(ff-
payable in each case not later than three months after tw'cl(‘).‘

Ul(" financial year in respect of which the advance has been X)~1.l( (],t. ]
(6) the isxu;' of demand drafts :md' {he making. issue and circuiatio
of hank post hills made payable on its own hr:nu»'hos:

(7) the purchase and sale of sv('urltws: maturing
from the date of such purchase, of the (-n\‘j-rnm(-nt ‘
dard country specified in this hehalf by the Governor-Ge
by notilivulfun in the Gazette of ]n«lm_; ‘ ¢ India

8) the purchase and sale of s(:(‘urih(‘s of the f(,t'n‘(]*:)“r;w:lt]“:vqriw i
of any maturity, or of a Local Government or of a docal ¢ 3

within five years
of any zold stan-
neral in Council
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British India maturing within ten years from the date of purchase:
provided that the amount of such securities held at any time in the
Banking Department shall be so regulated that—

(a) the total value of such securities shall not exceed the aggregate
amount of the share capital of the Bank, the Reserve Fund and
two-fifths of the liabilities of the Banking Department in respect
of deposits;

() the value of such securities maturing after six months shall not
excecd the aggregate amount of the sharo capital of the Bank, the
Reserve Fund and one-fitth of the Hhabilities of the lizll;king
Department in respeet of deposits;

(¢) the value of such seeurities maturing after one year shall not
oxceed the agurecate amount of the share capital of the Bank,
the Reserve Fund and one-tenth of the liabilities of the Banking
Department in respect of deposits; and

(d) the value of such securitics maturing after ten years shall not
exceed the aggregate amount of the share capital of the Bank
and the Reserve Fund;

(9) the custody of monies, sccurities and other articles of value, and
the collection of the proceeds, whether principal, interest or dividends,
of any such securities;

(10) the sale and realisation of all property, whether moveable or
immoveable, which may in any way come into the possession of the
Bank in satisfaction, or part satisfaction, of any of its claims;

(11) the acting as agent for the Seeretary of State in Council, the
Governor-General in Council or any Local Government in the tran-
saction of any of the following kinds of business, namely—

(«) the purchase and sale of gold or silver;

(h) the purchase, sale, transfer and custody of bills of exchange,
securities or shares in any company;

(¢) the collection of the proceeds, whether principal, interest or
dividends, of any securities or shares;

() the remittance of such proceeds, at the risk of the principal,
by bills of exchange payable cither in Indin or elsewhere;

(¢) the management of public debt;

(12) the purchase and sale of gold coin and bullion;

(13) the opening of an account with, and the acting as agent or
correspondent of, any other bank which is the principal currency antho-
rity of a gold standard country under the law for the time iwing in
force in that country or any of the Federal Reserve Banks in the
United States of Ameriea:

(14) the borrowing of money for a period not exceeding one month
for the purposes of the business of the Bank, and the giving of security
for money so horrowed :

Provided that the total amount of such borrowings shall not at an
time exceed the amount of the share eapital of the Bank: B y

Provided furtho'r, th:}t' no money shall be borrowed under this clause
from any person in ”!‘IFIHII India other than a schedulad bank

{15) the making and issue of bank notes subject to the provisions of
this Act; and

H Al Al ¢ 1 o . ) .
im('il((i)().“f,t::l;Noll‘-n-lll,l\};sit(:;ir(’]ntl(n;tzh(‘)f «'l“ ".Sll(vh matters nn‘d thn};:s as may he

! . ¥ to the transaction of the varions kinds of husiness
hereinbefore specified.
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18. When, in the opinion of the Board, it is necessary or expedient
thnt action should be taken under this scction in the interests of lIndian
trade or commerce, or for the purpose of enabling the Bank to perform
any of its functions under this Act, the Bank may, notwithstanding auy
limitation contained in sub-clauses (1) and (1) of clause 2y of seetion 17,
purchase, sell or discount any bills of exchange or promissary notes drawn
and pavable in India and arising out of hond fide com:ercial or trade
transactions, bhearing two or more good signatures and meinrine  within
ninely days from the date of such purchase or disconnt, ¢x-hisive of days
of grace,

19 Save as otherwise provided in sections 17, 18 and 45, the Bonk may
not--

(1) engage in trade or otherwise have a direct interest in any com-
industrial, or other undertaking, except such interest as it
in the course of the satisfaction of any of its
ench interests shall be disposed of at the

merveial, '
may in any way aecquire
claims: provided that all
earliest. possible moment;
() porehase s own chares or the <hares of any other hank or of
orant loans upon the seenrity of any cuch <hires:
r otherwise on the seeurity of,
reltine thereto, or Leeome
necessary for

any company, or

3y advance money on morfoace of, o
immoveable property or documents of title '
of immoveable property. exeept s0 far as s

the owner ' , s
premises and residences for it< officers and servants;

its own business
4y make unsecured loans or advances;
(5) draw or accept bills ;):1,}':11)10
(6) allow interest on deposits or current acconnts.

otherwise than on demand:

CHAPTER HL
CentrAL Banking Fuxerrons.

of the Buank with the Seerelary nf Stafe in Couneil, the Governor-

Relatioms ‘ ’
(eneral in Council, and Local Governments.

20. The Bank <hall undertake to accept monies for ';u-umm ‘nf the
of State in Council and the Governor-General n Coaneil, and
may have the cuetody and nocazenent of
and to make pavnents up o tie anmetat
and 1o carry out
inelnding  the

Secretary
stich Loeal Govermments as
their own provineial revenacs, '
standine to the eredit of thehr acconnis respectively,
their exchange, remitfance and other hanking operations,
maragement of the public debt, on cuch conditions ax may b arrecd upon.

21.-~(1) The Governor-General Conneil and <uelr Lecal nr .
mav have the custody and management of their own provinenal Terenies
shall undertake to entrust the Bank, on suel condittonsus tnay Lo u;zr‘ued
upon, with all their money, remitianee, exchanre :lml_ h:\nk.n:_ 1}";1!1~;\\-tl<»11?
in India and elsewhere and, in particular, to deposit free of interest al
their eash balances with the Banlk: i

Provided that nothing in this subsection shall prevent the (-0\'er|}or—
General in Couneil or any Local Government from carrying an money tran-
sactions at (im'urnnwnl,Atrv:(s‘nrivs ar snh-treasarivs at places }“'h“{'(‘ ‘h'el
Bank has no branches or agencics, and the Governor-General an '(«mnc‘l}
and Local Governmenls may hold at cuch treasuries and sub-treasumes such
balances as they may require.

(2) The Governor-General in Council and o
undertake to entrust the Bank, on such conditions as m

(yoverntie pts as

sach Local Government shall
av he agreed upon,
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with the managenment of the public debi and with the issue of any new
loans.,

Note Issue,

22.—(1) The Bank shall have the sole right to issue paper money in
British India, and may, for a period of one year from the date on which
this Chapter comes into force, issue eurrency notes of the Government of
India suppliedd to it by the Governor-General in Couneil, and the provisions
of this Act applicable to bank notes shall, unless a contrary intention
appears, apply to all curreney notes of the Government of India issued
cither by the Governor-General in Council or by the Bank in like manner
as if such currency nofes were bank notes, and references in this Act to
bank notes shiall be construed accordingly,

(2) On and from the afaresaid date the Governar-General in Couneil shall
not issue any currency notes or any other kind of paper money.

23.—(1) The issne of bank notes shall be conducted by the Bank in an
Issue Department which shall be separated and kept wholly distinet from
the Banking Department, and the assets of the Issue Department shall not
be subject to any liability other than the liabilities of the Issno Depart-
ment as hereinafter defined in section 32,

(2) The Issue Department shall not issue hank notes to the Banking
Department or to any other person except in exchange  for other
bank notes or for such coin, hullion or securities as are permitied by
this Act to form part of the Reserve,

24. Bank notes shall be of the denominational values of hive rupees, ton
rupees, fifty rupecs, one hnndred rupees, five handred rupees, one -thousand
rupees and ten thousand rupees, and of such other denominational values,
if any, as may be directed by the Governor-General in Couneil,

25. The design. form and material of bank notes shall be such. as may
ha approved by the Governor-General in Council,

26.--(D Subject to the provisions of subsection (2), every bank noto shall
be legal tender at any place in British India in payment or on account
for the amount expressed therein, and shall be guaranteed by the Governor-
General in Council.

(2) The Governor-General in Council may, by notification in the Gazette
of India, declare that, with effect from such date as may be specified in
the notification, any series of bank notes of any denomination shall cease
to be legal tender save at an office or agency of the Bank.

27. Any bank note re-issued from any office of the Bank shall be sterilised
and disinfected before re-issue, and the Bank shall not re-issue hank notes
which are torn, defaced or excessively soiled.

28. Notwithstanding anything contained in any enactinent
to the contrary, no person shall of right he entitled f{o recover from the
Governor-General in Council or the Bank the value of any lost stolon
mutilated or imperfect currency note of the Government of ludia :
note:

or rule of law

a or bhank

Provided that the Bank may, with the previous sanction of the Gaovernor-
General in Council, preseribe the cirenmstances in and the mn(]ii,imﬁ and
limitations subject to which the value of such eurrency notes or hank notes
may be refunded as of grace. ‘
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e e e T

. Ll . lewiand.
. . . e otes payable to Bearcr on
l'rv/nhclmn (;/ IsSue “! I’r“,'(l((’, Dills or Naot pay B as expressiy

. ank or. as €3 o
. . - : er than the B: - ept.
29. No person in British [ndia ()U‘l wral in Council <hall draw, accept.
authorised by this Act, the (.'m'm.nor-(mn;}d Lomissory Note or enzagenent
Lo T v bhundi. P T 0w, owe or
make or Cany bill of exchangd, ‘ smand, or borrow. ov
fn‘r\tLhn" )}:\\':::..ulzni\)l' money payable to bearer (;n‘ﬂd‘ml}mndi\‘ or notes payable
take ul»l :l'll\ nms or sams of money on the bt
ake any s N b !
N T SO . i -
to bearer an demand of any Hl(]fl v vable to bearer on demand or otner
drovi qUes rafts pav: . . - agent.

Provided that chegues of ' 1‘15'\' 'l(wount with a banker, <hroff or ag

Wise may he drawn on g perons e

30.-- (1) Any persen ('ﬂll(l‘:l\'(‘nl.l‘l;_', the oo
conviction hy a Presidency .\1ng)sh‘lﬂ‘t,qmmmt iR
bo punishahle with fine equal to t;rt(\"«(‘o e itted.
engagement in respect whereof the o Con shall b instituted  except on

N i .+ this se¢ sh:

(2) No prosecution under

complaing made hy the Bank.
of the Tssue Department.

ist of gold con, gold bullion, gold securiuies,
I b agoregate amount as s not le<s than
”I-;'p'\rtmvnt as hereinaiter defined.

the provisions of section ‘.’i)".\h:\ﬂ. on
) Mavistrate of the first class,
A hundi, note or

Assels

JL- (1) The Reserve shs T
Tupee coin and rupee securities U -] e
th Jiabifities of the Issuc

16 tolal of the ha Reserve

SOTVE

() Of the tolal amount of the ("“m cocurities : )
consist, of gold coin, gold bullion or & 1 eold bullion shall not at any

> oo B 1 .'\nmunt of gold com and &= and shall not he less than

Drovidud that t;; "t,\ erores of rupees i value d] end of the fifth vear,

S f urry ¢ ’ evn after the € ! N
(t)lm\nt‘ ;N; IN‘N t]’h ”Ll)Lu] amonnt of the Reserve ]«lft;{()wr‘.(\ after the end of the
Onc“: th of t llll |r;vr of the total amount of lt mtor Comes into force.

5 : il . . . (2
t(' St one ;-‘. the date on which this Chap . 7

‘nth year, from the all be held in rupe
of the Reserve shall be o il

: . m ity and ¢ )
of India rupee securitics of any m']lfurl,t.‘llritish India ax are
promissofy notes drawn and ])=1ym‘u iy or ! clause 1 0)
]‘“T('h:\w llw the Bank under sut:)-(' ause (a
of scectlion 17 or under gection ll«l-_ rupee coin shall 1

Provided that the amount hek mqftA-r the date on which

- cars ¢
(n) during the throe ¥ o erores of rupees.
force, ninety-five erove ores of rupees
‘ t iqu o years qoventy-five crores : :
next three o AR e Gk ane
the four years, sixty erores of rupees.

not less than two-fifths shall

w coin. Government
1« of exchange and

eligible for
of clause (2)

(3) The remainder

1ot exceed—
1l Chapter

comes into
(hy during l
! » N
(¢) during the nes , s |
((])) fifty crores of rupecs “l(lr( .l{“‘tll';p Reerye. whichiever amonnt s
Cof . {otal amount © <
or one-tenth of  the
greater: ‘
Provided further that tl!( ‘
securitios shall not at any time

{ At 1pees ‘
Resorve or fifty erores of frl l‘. ’(di(m wold coin and ol bullion shall be
g of this seet \
(1) For the purpose

w coin <hall be valued at
\ oI Fupee, Tupe ;
5 ains of fine gold per ¥ q at the market
valued at 847512 L“:l«lrl)l]l‘; o e seeurities hall he valied at
ity face value, and (& i !

rate for the time being olvi:nn‘n‘lg‘. ot e T e
Vg woin and gold builk W e e s
i J" tlh( :I;)il:llh‘q” shall held in British h]l'i .;‘.‘”n.;” K (,;l‘t“d\_ in
seventeoen-twe dhs she . S
and gold bullion forming P
the Bank or its agencies:

held in Government of India rupee

amount Sfourth of the total amount of the

exeeed one the b
whichever amount is less.

he
nr)’o of the Reserve shall
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Provided that gold belonging to the Bank which is in any other bank
or in any mint or treasury or in transit may he reckoned as part of the
Reserve.

(6) For the purposes of this scction, the gold securitios which may be held
as part of the Reserve shall be securities of any of the following kinds
payable in the currency of any of such gold standard countries as may be
specified in this behalf by the Governor-General in Council by notification
in the Gazette of India, namely:—

(a) balances at the credit of the Issue Department with a bank which
is the principal currency authority under the law for the time being
in foree of such country, or with any of the Federal Reserve Banks in
the United States of America;

() bills of exchange hearing two or more good signatures and drawn
on and payable at a place in any such country and having a maturity
not exceeding ninety days;

(¢) securities maturing within five vears of the Government of any
part of His Majesty’s dominions which is a gold standard country or
of any other gold standard country specified in this behalf by the
Governor-General in Council by notification in the Gazette of India:

Provided that, for a period of two years from the date on which
this Chapter comnes into foree,—

(iy any of such last-mentioned securities may  be  socurities
maturing after five vears, and the Bank may at any time hefore
the expiry of that period dispose of such securities  notwith-
standing anvthing contained in section 17, and

(i) sterling seeuritios of the Covernment of India may he held
as part of the Reserve.

Liabilities of the Issue Department.

32.—(1) Tho liabilities of the Issue Department shall be an amount
equal to the total of the amount of the currency notes of the Gorernment
of India and bank notes for the time being in circulation and of an initial
amount of forty crores of rupees for the purpose of providing for rupee
redemption, which last-mentioned amount shall he rvfluood by one rupee
for every five rupees delivered to the Governor-General in Council under the
provisions of section 34, and shall be inecreased by one vupen for every
five rupees received from him under secction 35

(2) For the purposes of this section, any currency note of the Govern-
ment of Tndia or bank note which has not heen presented for payment
within forty years from the Ist day of April following the dato of its
issue shall be deemed not to he in circulation, and the value thereof shall,
notwithstanding anything contained in subeection (2) of seetion 23, he
paid hy tho Issue Department to the Governar-General in Conneil or the
Banking Department, as the case mayv he: hut any sueh wote, if sub-
sequently presented for payment, shall he paid by the Banking Depart-
ment, and any such payment in the ease of a curreney note of the Govern-
‘ment of India shall he debited to the Governor-General in Council.

Initial Assets and TLiabilities,

33. On the date on which this Chapter comes into f(?rc(-, thohlssue
Department shall take over from the Governor-General in Couneil the
liability for all the currency notes of the Government (.)f h}dm fnr the
time being in circulation, and the Governor-General in Council  shall
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transfer to the Issue Deparament gold coin. eold bullion, gold seccurities,
rupee coin and rupee securities to sueh azeresate amount as s equal to
the total of the amount of the hahility xo tran<ferrod and of a sum of
forty crores of rupees. The coin, hullion and securities shall he trans-
ferred in such proportion as to comply with the reguirements of section 31:

Pr(?v_idml that the total amount of the vold coin. zold builion and gold
securities so transferred shall not be less than one-half of the whole amount
transferred.

Supply of Coin, and of different Forwms of Legal Tender Currency.

1'34. The Bank may deliver to the Governor-General in Council all rupee
coin held by it in excess of the amount which the Issue Department is
permitted to hold as part of the Reserve under scction 31, against pay-
ment of four rupees in bank notes, gold or gold securities for everv five
rupees so delivered.

35. When the amount of rupee coin for the time heing held in the Reserve
does not exceed twenty-five crores of rupees or one-tenth of the total
amount of the Reserve, whichever is greater, the Bank mav demand deli-
very of rupee coin from the Governor-General in Council, on payment of
four rupees in bank notes, gold or gold securities for every five ;‘111)005 SO
delivered.

36. The Governor-General in Council shall undertake not to re-issue
any rupee coin delivered under section 34 nor to put into circulation any
new rupees, except through the Bank and on the Bank's demand; and
the Bank shall undertake not to dispose of rupee coin otherwise than for
the purposes of circulation or by delivery to the Governor-General in
Council under that section.

37. Tho Bank shadl issue rupee coin an denmand i eXehanze for curreney
notes of the Government of India, and shall issue ¢umrrency notes or bank
notes on demand in exchange for coin which is legal tonder under the
Indian Coinage Act, 1906, and it shall, in exchange for curreney notes or
hank notes of five rupees or upwards, supply currency notes or bank notes

- of lower value or rupees or other coins which are lezal tender under the

Indian Coinage Act, 1906, in such quantities as may, in the opinion of the
Bank, be required for circulation; and the Governor-General in Council
shall, subject to the provisions of section 35 supplv such rupees or other
coins to the Bank on demand. Tf the CGovernor-General in Council at anv
time fails to discharge this duty, the Bank shall bhe released from its
obligation to supply such coins to {he publie,

Obligation to sell Gold and Gold Ereliovae,

38.—(1) The provisions of this scetion shall have offeet from such date. not
later than tho Ist day of July, 1931, as the Governor-General in Council
may, by notification in the Gazette of Tndia, appoint:

Provided that the Governor-General in Council may, by notification in the
Gazette of India stating his reasons for such action, subtitute for the year
1931 in this seclion the year 19325 and mav, by like notifications, muke two
further successive substitutions of the years 1933 and 1934.

(2) The Bank shall sell gold bullion for dehivery in Bombay to anv person
who makes a demand in that behalf at its office at Bombay. Calentta,
Madras, Rangoon or Delhi and pays in legal tender enrrency the purchase
price as determined under the provisions of this scetion:
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Provided that no person shall be entitled to demand an amount of gold
bullion containing less than two hundred and fifty tolas of fine gold.

(3) The price of gold bullion for delivery in Bombay shall be twenty-one
rupees, three annas and ten pies per tola of fine gold with an addition repre-
senting twice the normal cost per tola of transferring gold bullion in bulk
from Bombay to such place in a gold standard country as may he gpecified
in this behalf by the Governor-General in Council by notification in the
Gazette of India, including interest on its value during transit:

Provided that no such addition shall ho made when the rate at which the
currency of the country in which the place so specified is situate can bo pur-
chased in Bombay for immediate delivery at that place is such that the
equivalent of the price at which the principal currency authority of that
country is bound by law to give pold 1 exchange for enrrency is less than
twenty-one rupees, three annas and ten pies per tola of fine pold by an
amount equal to or greater than the normal cost per tola of transferring
gold bullion in bulk from the specified place to Bowbay, melwling interest
on its value during transit.

(4) Tho Governor-General in Council shall from time to time determine
in accordance with the provisions of subsection (3) the price at which the
Bank shall sell gold bullion for delivery in Bombay and shall notify the price
so determined in the Gazette of India.  Such notification shall be conclusivo
as between the Bank and any other person as to the price which the Bank
shall be entitled to charge in respect of any sale of gold bullion.

39.—(1) The Bank shall sell; to any person who makes a demand in that
behalf at its office at Bombay, Caleutta, Madras, Rangoon or Delhi and pays
the purchase price in legal tender currency, at a rate equivalent to twenty-
one rupees, three annas and ten pies per tola of fine gold, the currency of
such gold standard country as may be notified in this behalf by the Governor-
General in Council in the Gazette of India, for immediato delivery in that
country :

Provided that no person shall be entitled to demand an amount of cur-
rency of less value than that of two hundred and fifty tolas of fine gold,

(2) For the purpose of determining the equivalent rate applicable to the
salo of currency under this seetion, twenty-one rupees, three annas and ten
pies shall be deemed to be equivalent to such sum in that cnrreney as is
required to purchase one tola of fine pgold in that conuntry at the rato at
which the principal currency authority of that country is bound by law to
give currency in exchange for gold, after deduction therefrom of an amount
representing the normal cost per tola of transferring gokl hullion in bulk from
Bombay to that country, including interest on its value during transit,

(3) The Governor-General in Council shall from timo to time determine
tho equivalent rate in accardance with the provisions of suhsection (2), and
shall notify tho rate so determined in the Gazette of India,

Obligation to buy (old.

40. The Bank shall buy, from any person who makes a demand in that
behalf at its office in Bombay, Calcutta, Madras, Rangoon or Delhi, gold
hullion for delivery in Bombay at the rate of twenty-one rupecs, three annas
and ten pies per tola of fine gold, if sueh gokl is tendered in the form of
bars containing not less than two hundred and 6ifty tolas of fine pold:

Provided that the Bank shall be entitled to require such gold bullion to be
melter, assayed, and refined, by persons approved by the Bank, at the
expense of the person tendering the bullion. ’
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Suspension of Reserve Requirements and Tar on Note Issuce,

41.—(1) The Bank may, with the previous sanction of the G(')vernor—Gene.ml
in Counci], for periods not exceeding thirty days in the ﬁ‘nt instance, which
may, with the like sanction, be extended from time to tme by _pvrmds nﬁ\t
exceeding fifteen days, hold in the Roeserve gold coin, gold bullion or wold
seeurities of Jess aggregate amount than that regnired by >".1h‘<w1mn 2y of
section 31 and, whilst the holding 1s so reduced, the proviso 1o that sub-
section shall cease to be operative.

(2) In respect of any period during which the holding of gold com, gold
bullion and gold sccurities is reduced under subsection (1), the Bank shall
pay to the Governor-General in Counc_il a tax upon the amount .hy .vt'hnch
such holding is reduced below the minimum prescribed by subsection (2) of
section 31; such tax shall be payable at the bank rate for the time })‘12”]],3;‘ in
force, with an addition of one per cent. per annum when ~.~u<*11 1wl m.g
exceeds thirty-two and a half per cent. of the total amount of the Reserve
and of a further one and a half per cent. per annum 1n respect of every
further decroase of two and a half per cent. or part of such decrease.

Provided that the tax shall not in any event he payable at a rate less
than six per cent. per annun.

42. The Bank shall not be liable to the paynient of any stamp fluh\' under
tho Indian Stamp Act, 1899, in respect of hank notes issued by it.

Duration of the DPrivilege of Note Issue.

43. If at any time the Bank fails to comply with any provision of
this Chapter or with any other provision of this Act, t}m Governor-General
in Council may, by notification in the Gazette of Intia, declare that the
Bank has forfeited the right of note issue, and shall thercupon take over
the liabilities of the Issue Department together with such portion of the
assots of the Bank as is required to meet such liabilities, and thereafter
the business of the Issue Department shall be carried on in the manner
preseribed by this Act by such agency as the Governor-General in Council
may determine,

Cash Reserves to be maintained by hanks.

44.—(1) Every scheduled bank shall m'aintnin a balance with the Reserve
Bank the amount of which shall at no time he less than seven and one-half
per cent. of the daily average of the demand and two and one-half per
cent. of the daily average of the time labilities of such bank in India.

(2) For the purposes of subsection (1), the daily average of the amounts
of the demand and time liabilitics of each scheduled bank shall be com-
puted in respect of each period ending on the fifteenth and on the last day
of each month.

(3) Every such bank shall send to the (}overnor-(ionqral in Council and
to the Bank a monthly return signed by two responsible officers of such
bank, showing—- . o . '

{n) tho amounts of its demand and time liabilities respectively in
India, ) o

(b) the total amount held in India in currency notes of the Govern-
ment of India and bank notes, ‘ o _

(¢) the amounts held in India in rupee coin and subsidiary coin
respectively,
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(d) the amounts of advances made and of bills discounted in India
respectively, and
(e) the balance held at the Bank,
at the close of the month to which the return relates.

(4) Every such return shall be sent not later than s after
the close of the month to which it relates and shall stat?lx‘}::}?erdﬁ)se bank
has during that month maintained with the Reserve Bank the minimum
balance required by subsection (1).

(5) Any bank failing to comply with the provisions of subsection 3) or
subsection (4) shall be liable, on application made by or on hehalf of the
Governor-(}eneral in Council to the principal Civil Court having jurisdiction
in a place where an office of the bank is situated, to a penalty of one
hundred rupees for each day during which the failure continues.

(6) When it appears from any such monthly return or from a report of
the Board that any scheduled hank has failed to maintain the minimum

balance required by subsection (1), the Governor-General in Council may

call for such further return, or make such inspection of the hooks and
accounts of that bank, as ‘may be necesssary to ascertain the amount of
the deficiency, if any, and the period during which it has continued; and
a bank so in default shall be liable, on application made by or on behalf
of the Governor-General in Council to the principal Civil Court having
jurisdiction in a place where an officc of the bank is situated, to a peualty
at a rate per annum which shall be three per cent. above the bank rate
on the amount of the deficiency for each day during which the default has
continued, and shall he raised to five per cent. ahove the bank rate after
the first seven days of the deficiency.

(7) The Governor-General in Council shall, by notificntion in the Gazette
of India, direct the inclusion in the First Schedule of any company, not
already so included, which carries on the business of banking in British
India and which—

(a) is a company as defined in clause (2) of section 2 of the Indian
Companies Act, 1913, or a corporation or company incorporated by
or under any law in force in any place outside British India, and

(b) has a paid-up capital and reserves of an aggregate value of not
less than three lakhs of rupees;

and shall, by a like notification, direct the exclusion from that Schedule
of any scheduled bank the aggregate value of whose paid-up capital and
Teserves at any time becomes less than three lakhs of rupees, or which
goes into liquidation or otherwise ceases to carry on banking l;usiness.

Agreement with the Imperial Bank of India.

45. The Bank shall enter into an agreement with the Imperi

> . d perial Bank of
Indla,' which shall be subject to the approval of the Governor-General in
Co.uncﬂ and shall be _expressed to come into force on the date on which
this Chapter comes into force and to remain in force for twenty-five

years and shall further contain the provisions set f .
Schedule. orth in the Second

CHAPTER 1IV.
GENERAL PRovISiONS.
Reserve Fund and Allocation of Surplus.

46. After making provision for bad and doubtful debts, depreciation in
assets, contributions to staff and superannuation funds, and such other
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contingencies as are usually provided for by bankers, and after payment
out of the net annual profits of a cumulative dividend at the rate of five
per cent. per*annum on the share capital, the surplus shall be allocated
as follows : —

(a) one-half to a Reserve Fund, until such Reserve Fund is cqual
to one-half of the share capital, and the remaining one-half to the
Governor-General in Council; )

(b) thereafter, until the Reserve Fund is equal to the share capital,
one-tenth to the Reserve Fund, and the balance to the Governor-General
in Council, and

(¢) when and for so long as the Reserve lfund is not less than the

dditional dividend to the shareholders

share capital, a portion to an a )
calculated on the scale set forth in the Third Schedule, and the balapce

to the Governor-General in Council: .

Provided that, so long as the Reserve Fund is less than the share capital,

not less than fifty lakhs of rupees of the surplus, or the whole of the surplus
if less than that amount, shall be allocated to the Reserve Fund.

Bank Rate.

47. The Bank shall make public from time to time the minimum rate
at which it is prepared to buy or rediscount bills of exchange or other

commercial paper eligible for purchase under this Act.

Audit,

48.—(1) Not less than two auditors shall be clected .and their remunera-
tion fixed at the annual general meeting. The aunditors may be sha.re-
holders, hut no director or other officer of the Bank shall he eligible flurmg
his continuance in office. Any auditor shall be eligible for re-election on
quitting office. _

(2) The first anditors of the Bank may be appqmted by the Board befml'e
the first annual general meeting and, if so appointed, shall hold office only
until that meeting. All auditors elected under this section shall severally
be, and continue to act as, auditors until the first annual general meeting

3 eir respective elections: '
aﬁ;:mfihded th;t any casual vacancy in the office of any auditor elected
under this section may be filled by the Board.

49. Without prejudice to anything contained in sectipn 48, the Governor-
General in Council may at any time appoint such auditors as he thinks fit
to examine and report upon the accounts of the Bank.

50.—(1) Every auditor shall be supplied mith a copy of the :mm.xal
balance-sheet, and it shall be his duty to examine the same, together with
the accounts and vouchers relating thereto; and every auditor shall have a
list delivered to him of all books kept by the Bank, and shall at all reason-
able times have access to the books, accounts and other documents of the
Bank, and may, at the expense of the Bzu}k .if appqinted by it or at the
expense of the Governor-General in Coupcxl_ 1f_ appO}ntefl by him, employ
accountants or other persons to assist him in investigating such accounts,
and may, in relation to such accounts, examine any Director or officer of
the Bank.

(2) The auditors shall make a report to the shareholders or to the
Governor-Ceneral in Council, as the case may be, upon the annual balance-
sheet and accounts, and in every such report they shall state whether, in
their opinion, the balance-sheet is a full and fair balance-sheet containing
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all necessary particulars and properly drawn up so as to exhibit a true
and correct view of the state of the Bank’s affairs, and, in case they have
called for any explanation or information from the Board, whether it
has been given and whether it is satisfactory. Any such report made to
the shareholders shall be read, together with the report of the Board, at
the annual general meeting.

Returns.

51.—(1) The Bank shall prepare and transmit to the Governor-General in
Council a weekly account of the Issue Department and of the Banking
Department in the form set out in the Fourth Bchedule or in such other
form as the Governor-General in Council may, by notification in the Gazette
of India, prescribe. The Governor-General in Council shall cause these
aceounts to be published weekly in the Gazette of India.

(2) The Bank shall also, within two months from the date on which the
annnal accounts of the Bank are closed, transmit to the Governor-General
in Council a copy of the annual accounts signed by the Governor, the Deputy
Governors and the Chief Accounting Officer of the Bank, and certified by
the auditors, and the Governor-General in Council shall cause such accounts
to be published in the Gazette of India.

(3) The Bank shall also, within two months from the date on which the
annual accounts of the Bank are closed, transmit to the Governor-General
in Council a statement showing the name, address and occupation of, and
the number of shares held by, each sharcholder of the Bank. ’

Ligquidation.

52.—(1) Nothing in the Indian Companies Act, 1913, sha
Bank, and the Bank shall not be placed in voluntary or comi)lulagxlcjnx‘))lry]it(ll(ilitll'::3
tion save with the sanction of the Governor-General in Council and in such
manner as he may direct.

(2) In such event the Reserve Fund and surplus assets, if any,c of the
Bank shall be divided between the Governor-General in Council ,and the
shareholders in the proportion of seventy-five per cent. and twenty-five per
cent. respectively-

Regulations.

53.—(1) The Bqard may, with the previous sanction of the Governor-
General in Council, make regulations copsistent with this Act to provide
for z{ll‘matters for which provision is necessary or convenient for the purpose
of giving effect to the provisions of this Act.

(2) In particular and without prejudice to the pe i i

1 A generality of the foregoing
provision, such regulations may provide for all b i
b ’name]y:— or any of the following

(a) the maintenance of the share register, the i i
" < 1 gister, manner in d

the conditions subject to w}pch shares may he held and transfe‘:x}'g(clh z:::id

ge?;)ratlll]y, all matt.ers relating to the rights and duties of shzlre}lt;]ders;
e manner in which general meetings s >
procedure to be followed thereat; gs shall be convened and the

(c) the manner in which notices may b
upon shareholders or other persons; 7 be served on hehalf of the Bank

(d) the manner in which the business of the B
and the procedure to he followed at meetin(:r,s gl?g;]e(f? a 1t bo transacted,

ON INDIAN CONSTITUTIONAL REFORM 131

15° Augusti, 1933.] REpoRT oF THE COMMITTEE ON INDIAN [Continued.
RESERVE BANE LEGISLATION,

(e) the establishment of Local Boards and the delegation to such
Boards of powers and functions;

N C)) the constitution and management of staff and superannuation
funds for the officers and servants of the Bank;

() the manner and form in which contracts binding on the Bank
may be executed;

(h) the provision of an official seal of the Bank and the manner and
effcct of its use;

(i) the manner and form in which the balance-sheet of the Bank shall
be drawn up, and in which the accounts shall be maintained;

(j) the circumstances in which, and the conditions and limitations
subject to which, the value of any lost, stolen, mutilated or imperfect
currency note of the Government of India or bank note may be refunded;
and

(k) generally for the efficient conduct of the business of the Bank.

Amendments and Repeal.

54. In the Indiaun Coinage Act, 1906, for section 11 the following section
shall be substituted, namely:—

“11. Gold coins, coined at His Majesty’s Royal Mint in England or
at any mint established in pursuance of a proclamation of His Majesty
as a branch of His Majesty’s Royal Mint, shall not be legal tender in
British India in payment or on account, but such coins shall he re-
ceived by the Reserve Bank of India at its offices and agencies in India
at the bullion value of such coins calculated at the rate of 8.47512 grains
troy of fine gold per rupee.”

55. The Indian Paper Currency Act, 1923, and the Currency Act, 1927, are
hereby repealed.
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THE FIRST SCHEDULE.

[See section 2 (m).)

SCHEDULE o¥ Banks.

Ajodhia Bank, Fyzabad.

Allahabad Bank,

American Express Company Incor-
porated,

Banco Nacional Ultramarino,

Bangalore Bank.

Bank of Baroda,

Bank of Behar.

Bank of India, Bombay.

Bank of Morvi.

Bank of Mysore.

Bank of Taiwan.

-Bari Doab Bank, Lahore.

Benares Bank,

Bhargava Commercial Bank.

Bhowanipore Banking Corporation,
Calcutta.

Bombay Merchants’ Bank, Bombay.

Byopar Sahayak Bank, Meerut.

Canara Bank,

Central Bank of India.

Chartered Bank of India, Australia
and China.

Chota Nagpur Banking Association.

Coimbatore Town Bank.

Comptoir National d’Escompte de
Paris,

Dawsons Bank, Pyapon.

Eastern Bank.

Equitable Eastern Banking Corpor-
ation.

Grindlay and Company.

Hongkong and S8hanghai Banking
Corporation.

Imperial Bank of India.

Imperial Bank of Persia.

Indian Bank.

Industrial Bank of Western India.

Jalpaiguri Banking and Trading
Corporation,

Karachi Bank, Karachi.

Karnani Industrial Bank.

Lioyds Bank,

Lyallpur Bank.

Mercantile Bank of India.

Mitsui Bank,

Muffassil Bank, Gorakhpur,

Mysore lndustrial Bank.

Namboodiri Bank, Pallippuram.

National Bank of India.

National City Bank of New York.

Nederlandsche Indische Handecls-
bank,

Nederlandsche Hande! - Maats-

chappij.

Nedungadi Bank, Calicut.

Oudh Commercial Bank,

P. and 0. Banking Corporation.

People’s Bank of Northern India.

Punjab and Kashmir Bank, Rawal-
pindi. “

Punjab and Sind Bank, Amritsar.

Punjab Co-operative Bank,

Punjab National Bank.

Shilotri Bank, Bombay.

Simla Banking and Industrial
Company.

South India Bank, Tinnevelly.

Sumitomo Bank.

Thomas Cook and Sons.

Union Bank of India.

U. Mai Gyaw Thoo and Co.,
Akvab.

Yokohama Specie Bank.
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THE SECOND SCHEDULE.
(See section 45.)

Provisions to be contained in the Agreement between the Reserve Bank of
India and the Imperial Bank of India.

1. The Imperial Bank of India shall be the sole agent of the Rescrve
Bank of India at all places in British India where there is a branch of
the Imperial Bank of India and no branch of the Banking Department
of the Reserve Bank of India.

2. In consideration of the performance by the Imperial Bank of lndia
on behalf of the Reserve Baunk of India of the functions which the Imperial
Bank of India was performing on behalf of the Governor-General in
Council at the places referred to in clause 1 before the coming into force
of the Reserve Bank of India Act, 1928, the Reserve Bank of India shall
pay to the Imperial Bank of India a commission calenlated on the total
of the receipts and disburscments dealt with annually on account of
Government by the Imperial Bank of India on behalt of the Reserve Bauk
of India. Such commission shall be one-sixteenth of onc per cent. on the
first 250 crores of such total and onc thirty-second of one per cent. on the
remainder.

3. Subjeet to the condition that the Tmperial Ba}lk of India shall keep
open branches not less in number than those eystmg at the time of ihe
coming into force of the Reserve Bank of India Act, 1928, the Reserve
Bank of India shall allow the following balances to the Imperial Bank of
India at the interest rates hereinafter specified, namely:— _

(a) during the first five years from that time—3 crores free of interest;

(b) during the next five years—2 crores free of intcrest and; at
the option of the Imperial Bank of India, an amouut not exceeding
1 crore at 2 per cent. per annum;

(¢) during the next five years—1 crore free of interest and, at the
optiop of the Imperial Bank of lndia, an amount not exceeding 2 crores
at 2 per cent. per annum; and ] )

{(d) during the next five years—at the option of the Imperial Bank
of India, an amount not exceeding 3 crores at 2 per cent. per annum.

4. The Imperial Bank of India shall not without the approval of .the
Reserve Bank of India open any branch in substitution for a branch existing
at the time this agreement comes into force.

THE THIRD SCHEDULE.
(See section 46.)

Scale of Additional Dividend payable to Shareholders.

A. So long as the share capital of the Bank is five crores of rupees—
(1) if the surplus does not exceed four crores of rupees—Nil;
(2) if the surplus exceeds four crores of rupees—

(a) out of such excess up to the first one and a half crores of
rupees—a fraction of one-thirtieth;

(b) out of each successive additional excess up to one and a half
crores of rupees—one-half of the fraction payable out of the next
previous one a half crores of excess: ) '

Provided that the additional dividend shall be a multiple of one-eighth
of one per cent. on the share capital, the amount of the surplus allocated
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thereto being rounded up or down to the nearest one-cighth of one per

cent. on the share capital. _

B. When the original share capital of the Bank has been increased cr
- reduced, the additional dividend shall be calculated in the manner provided
in clauses (1) and (2) above, but the fraction of one thirtieth mentioned
in sub-clause (a) of clause (2) shall be increased or diminished in proportion
to the increase or reduction of the share capital.

THE FOURTH SCHEDULE.
(See section 51.)
REsERVE Baxk orF INbIA
An Account pursuant to the Gold Standard and Reserve Bank of India

Act, 1928, for the week ending on the day of
Issue Department.
Liabilities. Assetsn.
Rs. Rs. Rs.
Bank Notes held in the Rupee coin ...
Banking Department Government of India rupee
Bank Notes in securities ...
circulation ... Internal Bills of Exchange
Total Bank Notes issued... and  other commercial
Government of India Notes paper
in circulation ... Gold securities
Rupee redemption Gold coin or bullion—
() held in India...
(1) held outside India
Ratio of gold and gold securities to liabilities, per cent.
Dated the day of 19
Banking Department.
Liabilities. Assets.
Rs. Rs.
- Capital paid up... Notes... .
Reserve Fund ... Rupee coin ...
Deposits— Subsidary coin
(a) Government Bills discounted—
(1) Banks (a) Internal
(¢) Others (b) External )
Bills payable ... (¢) Government of India
Other liabilities... Treasury Bills... .
Balances held abroad
Loans and advances to the
Government
Other loans and advances...
Investments
Other assets »

——————

Dated the day of 19

135.

RECORD VI

Statement on proposals for the Constitutional Reform of
Burma by the Secretary of State for India, on
Tuesday, the 10th Oc:ober, 1933

My Lorp CuArrman,

Burma is at present a Province of British India. Tt is, therefore, neces-
sary to consider its future Government under the Committee's Terms of
Reference. I have already circulated a tentative sketch of a Constitution
for Burma on the assumption that it ceases to be a Province of British
India and becomes a separate entity.

We have, first of all, to decide whether Burma enters the Indian Federa-
tion or whether she becomes a separate unit outside the Federation. We
then have to draw up a Constitution in accordance with our decision on
this issue. I think, however, that when once the initial decision is mude
our task should not be very difficult. If Burma enters the Indian Federa-
tion her Constitution must be the same as that of any other Indian Province,
and we should have to do little more than modify the allocation of seats
in the Federal Legislature so as to provide for Burmese representation.
If, on the other hand, Burma is to be separated, we must still follow, in
its main lines, the Indian plan. The expectations that have been held out
to India apply cqually to Burma as part of India and Burma has been
specifically given to understand that her prospect of constitutional advance-
ment will not be prejudiced by separation. But in the case of a separated
Burma we shall have to provide not only for the functions of the provincial
units in India but also for the functions of the Central Government. The
Constitution I have sketched in the Memorandum is therefore an adjust-
ment of the provisions of the federal and provinecial sections of the Indian
White Paper modified in some; but not many, particulars to meet the
special needs of a Burma separated from India. Members and Delegates
will find that in the proposals which I have circulated the points of
divergence between the Burman and the Indian proposals are conveniently
shown by the use of italics.

As things stand, Burma is part of India and our Indian colleagues will
naturally wish to have an opportunity of expressing their opinions about
its future. They will have views not ounlyv upon the inclusion or non-
inclusion of Burma in the Indian Federation, but also upon the question
whether Burma should be included in the lIndian Federation, as some
Burman party leaders have demanded, upon special terms: for example,
whether she should retain for her own use customs duties levied in Burma
and whether she should be free to secede from the Federation at her will,

There has already been considerable discussion about the future of Burma
with Indian representatives at the first Indian Round Tahle Conference.
But a good deal has since taken place and our Indian colleagues may wish
to give their views on these developments.

I think T am right in saying that the general conclusion on this subject
at the first Indian Conference was that, if it was the desire of the people
of Burma that their country should be separated from India, Indians would
not oppose such separation,

Now the Committee will no doubt expect te hear something from me
upon the subject of separation, and I shall therefore state mv own views.
It should not he necessarily assumed that what I put forward as my own
views are the final views of His Majesty’s Government. The whole question
of the future government of India, which for the present includes Burma,
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is now in the hands of the Joint Select Committee, and it would not be
appropriate at this juncture for the Government to declare a definite
decision that might appear to prejudice the Committee’s deliberations.
Subject to that I may say quite clearly that, after the fullest and most
sympathetic consideration of Burma’s real interests and aspirations, I have
come to the two conclusions that were reached by the Statutory Corr;mission,
namely, that Burma should henceforth be separated from India. and that
the general body of Burman opinion supports separation. ’

The history of the separation question in Burma is not a very long one.
Indeed, the development of any political movement in the 1115(101‘11 sense
in Burma is comparatively recent. But it is a question that was hound to
arise as soon as self-government began to develop in India, and once the
movement for separation started, it developed with considerable rapidity.

The Indian Statutory Commission found that Burman sentiment in favour
of separation from India was very general. Every member of the Burman
Committee which co-operated with the Commission took this line. and in
February, 1929, a motion in favour of Burma’s separation from I;ulia was
carried without a division. The Commission reported that from their own
experience they had little doubt that the verdict of the Council was the
verdict of the country as a whole and that this general view did not rest
on mere sentiment only but was substantiated by cogenl economic con-
siderations. Not only are the economic interests of Burma and India often
divergent but many of the other matters which have preoccupied the Indian
Legislature are of no interest to Burma owing to differences of racial, social
and rel'igious outlook. Burma has therefore taken little interest in the
proceedings of the Central Legislature, and her representatives have been
more and more reluctant to undertake the long journey to attend sessions

}vhere their presence is of little practical weight or importance. What
is true already will not be less true in the future,

Nevertheless in the last two or three years the natural desire of the people
of Burma for a separatc political existence has become somewha’ obscure.
When the clear issuc was put to the electorate in the autumn of 1932, a
majority of members styling themselves anti-separationists was returned
and they opposed separation on the basis of the Constitution offered at
the end of the Burma Round Table Conference. In the introduction to
the memorandum that 1 circulated at the beginning of August, I have
described the events which have taken place since 1931 and T ‘rhavey summed
up the evidence by saying that there is an almost unanimous opinion
in Burma in favour of ultimate separation from India and against Federa-
tion on the same terms as the other Provinces of India.

In spite of the apparent obscurity of the proceedings which took place
in the Burma Iegislature 1 think that the elements of the situation are ae
follows: The Indian community naturally desire permanent union with
India and on account of its strong economic position this Community, which
numbers less than 10 per cent. of the population, has an influence in politics
out {)f proportion to its numhbers. Apart from this, there is practically no
opinion in Burma in favour of incorporation in the Federation on the
ordinary provincial terms. Where the anti-separationists differ from the
separationists is that they think that, after a short period of incorporation
-in the Indian Federation pn special terms, they will secure hetter terms
for a separated Burma than they would now obtain. Both groups hope
to get a more advantageous constitution than that outlined in the Prime

Minister’s Statement at the end of the Burma Round Table Conference.:

One group thinks that this can be achieved by a temporary continuance
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of the association of Burma with India. The other has mo such hope and
realises that if Burma hecomes involved in the Indian Federation she will
have to stay there. Both groups are equally opposed to unconditional and
permauent federation with {udia. Upon this at least the Resolution passed
unanimously by the Burma Couneil in 1932 is clear. While unfavourable to
the separation of Burma ou the basis of the constitution offered at the end
of the Burma Round Table Conference, it emphatically opposed uncon-
ditional and permancuot federation with India.

It has already been stated clearly in Parliament that the right of
secession from the Federation, if it could be granted at all, could mot be
limited to one federating party. On such a basis no federal system could
bo stable. Several Indian political leaders have expressed themselves in
this sense and I have no doubt that the Joint Select Committee will agree
with me iu saying that such a right of secession cannot possibly he granted.
Onco this condition is made finally clear beyond any possibility of doubt, I
believe that a great deal of the obscurity which has surrounded the separa-
tion issue will vanish and that the general desire of the people of Burma
for separation will once more hecome clear.

TFor these reasons 1 think there can be no real doubt as to which the
Burman people prefer of the alternatives actually open to them, and I
have said enough to show why my personal opinion is on the side of sepa-
ration. It will be a matter for the Committee later to say whether they
agree, I am not pressing them for an immediate decision. I think that
this is an opportunity for the Indian delegates to express their views, and
I hope that the Committee will agree to invite a suitable number of
delegates representing the various parties and interests in Burma to come
to London later and join them upon the same footing as that which the
Tndian delegates have been occupying during the last few months.

-
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RECORD VII “

Note by Secretary of State for India on

Family Pension Funds .

1. In para. 73 of the introduction to the White Paper it was stated that
His Majesty’s Government considered that the balances of the IFamily Pension
Funds must be recognised as a definite debt liability of the Government of
India and as the property of subscribers; and that they were examining
a proposal for the gradual conversion of these assets into separate sterling
funds.

2. The Funds referred § do not include various funds, Civil and Mlllf;ary,
which were established in the time of the East India Company under private
management. The assets of these funds were taken over by Government,
under powers conveyed by Acts of Parliament, and the pensions at fixed
rates guaranteed as charges on the Revenues of India. The capital of
these funds therefore no longer exists and the position of persons draw_i_ng
pension under these rules differs in no way from that of officers in receipt
of ordinary retiring pensions.

3. The Funds now under consideration are four in number:—

(1) The Indian Military Service Family Pension Scheme.
(2) The Indian Military Widows’ and Orphans’ Fund.
(3) The Indian Civil Service Family Pension Scheme

(4) The Superior Scrvices (India) Family Pension Fund.

The first two are maintained by officers of the Indian Army. Subscription
to the first is compulsory on all officers commissioned between 1873 and 1915,
and to the second on all officers commissioned since that date. The third
fund, as its name implies, is maintained by the Indian Civil Service, sub-
scription being compulsory on all officers entering since 1881. The fourth
was established in 1928 for officers of services, other than the Indian Civil
Bervice, recruited by the Secretary of State in Council, and membership
is compulsory on all such officers now entering the services: there is in
addition a large voluntary membership of officers of similar type who were
appointed before the institution of the Fund.

4. Tho funds are in all cases self-supporting. Subscriptions are paid into
the general balances of the Government of India, and pensions are met from
those balances. An account is kept of receipts and payments, and interest
is added to the balances at rates determined from time to time by the
Secretary of State in Council. The liabilities and assets are subjected every
five years to actuarial examination, and any necessary alteration in the
rates of subscription and benefits are made by the Secretary of State in
Council, after consideration of the Actuary’s reports.

5. On the basis of the latest available information the receipts and pay-
- ments during the current financial year together with the opening and
closing balances at the credit of the several funds, are estimated as
follows:

J

f
|
‘f LM.S.F.P|L.M.W.O.F.
[

Leskp: SS I gy

. £ £ | & g T
Balance 1st April, | 6,854,000 | 461,000 | 4,058,000 | 456,000 : 11,829,000
1933. :
Interest ... 309,000 22,000 184,000 | 21,000 536,000
" Contributions - ... 81,000 | 33,000 60,000 | 43,000 217,000

7,244,000 | 516000 | 4,302,000 ¢ 520000 12582000
Payments 312,000 8,000 101,000 1 14,000 435.000
| b

6,932,000 | 508,000 | 4,201,000 = 506,000 12,147,000
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6. In May last circulars were issued to subscribers of all four funds,
inviting their views on the following suggestions.

That Commissioners or Trustees should be appointed for the purpose of
holding and investing on behalf of subscribers in ‘approved securities, which
would presumably be confined to those authorised by the Trustee Act, sums
handed over to them; that these Commissioners should be paid annually
for this purpose the contributions received during®he year and the interest
allowed by the Government of India on the balances remaining in its hands,
and that money for the payment of pensions as they fall due should be
provided by the Government of India out of the balances in its hands,
which would thus be gradually reduced.

It was pointed out to the subscribers that by investment in Trustee
Stocks it was improbable that the Commissioners would be able to secure
a yield equal to the rate of interest allowed on the balances under the
existing arrangements, which is based on the current yield of India long
dated sterling securities; that allowance might have to be made, particularly
in the present conditions, for capital depreciation of investments, a risk
from which the funds are now exempt; and that as a result it was probable
that the proposals would involve some reduction in the rates of pension
now payable.

7. The effect of the above proposals would clearly be that the balance
in the hands of the Government of India would gradually disappear as it
was drawn upon to meet the demands of a growing peusion list; while a
new fund would gradually be built up from the investments made by the
Commissioners. The period which would elapse before the transfer was
complete, that is to say before the entire balances in the hands of Govern-
ment had been paid out, would vary with the different funds. It has
been estimated at from 15 to 20 years in the case of the Indian Military
Service Family Pension Scheme, and at as much as 40 years in the case
of the Indian Military Widows’ and Orphans’ Fund, with intermediate
periods in the other cases.

8. A large majority of the replies received from subscribers indicate &
desire for the investment of the balances in sterling securities, but the
scheme outlined in the circulars has been criticised on the ground that
the period elapsing before transfer will be complete is too long. It is
proposed to meet this criticism by amending the proposals so as to ensure

the completion of transfer within 15 years in every case. This could be -

effected either by handing over to the Commissioners a fixed annual sum
to cover both principal and interest, calculated to exhaust the balance in
15 years, or by handing over annually one-fifteenth of the balance, with
interest on the residue; contributions received during the year would of
course also be handed over to the Commissioners, and pensions payable
would be met from the sums in their hands.

9. The precise nature of the arrangements contemplated can hest be
made clear by illustrative figures based on the estimates given above for
the current year.

It is not contemplated that the Commissioners should have any responsi-
bility for the administration of the Pension schemes, or for the collection
of subscriptions and disbursement of pensions. The administration would
remain in the hands of the Secretary of State, who would decide after
consultation with subscribers all such matters as rates of contribution or
pension, changes in the Regulations, etc. The disbursement of pensions
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and collection of subscriptions would continue to be carried out through
the ordinary paying agencies of the Government of India. The function
of the Commissioners therefore would be solely that of holding and invest-
ing money handed over to them, and of supplying from the funds in their
hands, when required, money for the payment of pensions.

Under the first of the alternatives mentioned above, there would be payable
to the Commissioners, if*the scheme were in operation during the current
year, an annuity of £1,092,000. This annuity has been calculated on the
baSIS of the present rate of intcrest, 43 per cent., and would need recalculat-
ing if, at any time during the 15 years, this rate were reduced. The Com-
missioners would also receive the contributions, estimated at £217,000; and
wounld have to supply funds for the payment of pensions estimated at
£435,000. This sum would doubtless, in practice, be deducted from the
annuity before it was handed over to them.

Under the second alternative there would be handed over to the Com-
missioners in the first year one-fifteenth of £11,829,000 or £789,000, interest
estimated at £536,000, and contributions estimated at 42]17.000; while they
would, as before, refund £435,000 for pensions. The amounts to be handed
over in subscquent years would be smaller, as the interest payable would be
less.

10. The adoption of a proposal on the above lines would of course involve
nc ultimate charge on Indian Revenues, which are in any case liable
to pay the entire balances sooner or later in the form of pensions. It would,
however, involve the immediate disbursement in sterling of sums which
would otherwise remain as a liability to be met at a later date. Of the two
alternatives under considcration the first would involve an extra disburse-
ment in the current year of £874,000, the net sum whiclk, on the figures
given above, it would be neccessary to hand over to the Commissioners. The
second would involve an extra disbursement of £1,107,000 in the current
year. On account of the smaller strain which it would place on the Re-
mittancé programme in the earlier years, the first alternative is to be
preferred.

As the balances are increasing year by year the annual amounts to be
handed over to the Commissioners, and the extra sterling disbursement
required, will be slightly increased under ecither scheme with each year's delay
in its inauguration.

After the close of the 15 year period, as the annual contributions will be
less than the pensions payable, it would be necessary for the Commissioners
to meet a large part of the latter from the funds on their hands. The
revised arrangement would therefore at this stage actually be of assistance
to the Government of India in meeting its sterling obligations.

11. Inasmuch as the proposals if accepted would involve a change in the
conditions under which members of the funds have hitherto subscribed, and
moreover a change which in some respects, for instance in regard to the
rate of interest realised, would be to their disadvantage, it is necessary that
the change should be made with legal sanction, and desirable that it
should have the expressed assent of a majority of the subscribers. Although
a large majority of the replies received are in favour of investment, the
total replics amount to only about one-third of the number of circulars
issued. Many subscribers, morcover, have expressed a wish to see the results
of vakuations now in process, or shortly to be made, before giving a decision.
It is therefore desirable that the proposals in a definite and concrete form
should again be laid before subscribers before any final decision is taken,
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and as this process may entail considerable delay
(tihgtAan attempt should be made to include iu(‘td}‘lye
efinite and final provisions. A form of permissi i 1

permit the subscribers to -each fund to bep oonsusl:ez ZI;:Z?:;:;;, z:‘{;h;il;t;{)llg

times, and to take independent decisi ;
therefore : — p Ot decisions, seems preferable. It ig proposed

it is not contemplated
Constitution Act itself

. Tlllg.t His Ma]esty_ should ‘be empowered by the Constitution Act
tﬂ direct by Order_ in Council the appointment of Commissioners for
e purpose of receiving moneys aceruing to or belonging to all
of the Family Pension Funds and of holding and investin th:r 4
for the purposes of the funds; and to make regulations for 510 tmsg;ne
to the Commissioners, in such manner and within such a period a "oy
be pr_‘es.;crlb‘ed, of the moneys accruing to the funds and the basl! nooy
remaining in the hands of the Government of Indig - e

That the interest and dividends received by the Commissioners so

appointed on sums invested in thei
bty b s invest eir hands shall be declared exempt from

That the Order in Council may prescribe i
: an authority to det i
the rate of interest to be added on the balances rer:ainine ?xrlmtl;?xe
hands of the Government of India. & K
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RECORD VIII

Note by the Secretary of State for India in regard to
the Memoranda submitted by Mr. Douglas Dewar

Mr. Dewar, in his two memoranda, supports his geuneral argument with
a wealth of statistical information. I have not found it possible to have
examined all the figures used, hut it is clear that in a good many Instances
Mr. Dowar presents statistics in a manner which conveys a very different
impression from that to be gained from a study of the Accounts and other
published records. I think that the Committee would desire to have their
attention drawn to the main instances which have come io my notice in
which Mr. Dewar’s presentation of the figure is, in my view, at variance
with the official documents.

I deal with the instances seriatim. I have not made any attempt to
indicate how far Mr. Dewar’s inferences from figures, or comparison of
fizures, arc likely to be invalidated by the fact that the world economic
depression has severely hit the finances of India, as of every other country.

(1) Muin Memorandum, page 1984,

Mr. Dewar says:

“That the reforms are largely responsible for the recent mereases
in expenditure is shown by the fact that the charges under the head
of General Administration (including  Aundit) in  India, rose from
Rs.289,20,000% in 1912-14 to Rs.15,15,50,000 in 1930-31, whereas the
gross oxpenditure rose from Rs.125,48,85,0001 to Rs.230,42,90,000. In
1908-09 the gross expenditure for the whole of India was
Rs.109,24,88,675. 1

Provincial expenditure teils the same story; the gross expenditure
of the U.P. Government rose from Rs.747,46,750 in 1908-09 to
Rs.12,03,32,100 in 1931-32, i.e., nearly doubled, while the increase in the
General Administration charges rose from Rs.20,82,000 in 1908-9 to
Rs.141,13,300 in 1931-32—a sevenfold increase!’’

These figures are designed to show that, while the total expenditure in
the wiole of India (and also in the United Provinces in particular) has
approximately doubled during the periods which Mr. Dewar takes, the
expenditure on general administration, instead of rising in approximately
the same proportion, has been increased about fivefold in all India, and
about sevenfold in the United Provinces; and that the discrepancy is due
to greatly increased pay-rolls consequent upon the Montagu-Chelmsford
Reforms.

The fact is, however, that in 1921 a change was made in the grouping
of the accounts, and since that date the whole of the “ General Charges of
District Administration,”” which had previously been entered under other
heads, was included under ‘ General Administration.’'ll As the figures
below show, this invalidates Mr. Dewar’s contention; and indeed if correct

*“Correct figure: Rs.2,91,61,000 in 1912-13 and Rs.2,97.55.000 in 1913-14.

t+ Correct figure: Rs.125,63,24,000 in 1912-13 and Rs.124,34,17,000 in
1913-14.

1 Correct figure: Rs.110,24,88,675.

|| The descriptive heading of the relevant account, in the published
“ Finance and Revenue Accounts of the Government of India ”* for 1921-292

and every subsequent year, has contained the statement:— (/¢pepal
Administration.—The charges recorded under this head relate . . | and

also to cost of district administration which, prior to 102199 .y divided
between the heads ¢ Land Revenue’ and ‘ Administration of Justjee ™
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figures it n
& 3 were used v 1 \
, 1t would appear, adoptmg Mr. Dewar’s own criterio 5

hat no dlspl‘() 1
t portionat i s
. ' ate burden on the Indian taxpayer should be attributed

The All- 18
India figure for charges on account of general administration in

1930-31 i ; i
» as given by Mr. Dewar, is Rs.1515-5 lakhs. Of this amount. over

60 per cent. (Rs. 9224 lakhs) is i
per b. (Ks. , ns) 1§ 1n r g
which nothing is included in l)n's ﬁgureesfgicgf)(l)g-ﬁmtrmt Administration, for
Similarly, takin i i '
: g the United Provinces fi ;
‘ gures; of th 't inis
z:rll:xona{isgix(l)‘; 6ot’lli{s}.llt)llvl lakhs as given by Mr. I)ewaxfe rg::'leelt‘;llm;}d;gmm-
. -101°6 lakhs) represents charges of Distri ’ inistration. " in
respect of which nothing is included in hgis ﬁ;ure %ztrrllcf)t()Bi‘QdmlmStrmmn, "

(2) Page 1985.—Pension charges.

The retirement of 558 i

! > officers on propor i i i

Ing;la, (;verll trore ot oo a‘nnuauvp portionate pension is said to cost
e total actual pensions of such < fﬁ

-~ al p ch officers could not amount to this s

pengi%it if]ascizadpcgu.mary cost through their having retired on [)If:) )t(ilrl; nate

pe ;;n s lz: ‘o in the ordinary course is difficult to calculate l:ut 101101436
ny , be a very small amount in comparison with the total pens‘iv:u ’

n.

(8) Main Memorandum, puge 1987,

l\[ . . I , Al

o 119];5_\;1‘ g}l;ees i{igtures of the I orest Revenue in two provinces in 1999-30
o 1aw1esgné;g R anz aines that t13:hcf fall in revenue was ““ due to the in'(-x—-;vl‘q(
S11O8S support of this he pu rts ¢ . Bombay

o 55, - i sup purports to “ quote ’? the ‘
hei:;:,;ngﬁ?tiz %(;nli)mstrdtlon Rep()'rt‘ as stating that ¢ ghc r(‘,usolll(”l;zilflll;b)'}ty
fo ;}1 fagcth;)s ’;hzft Civil Disobedience assumed an :ur"r(\\si;g
Department’s Report of’ th?at Celxrlltrt;;a;’ (ligmba_y) Report and in tll’:shh“;);'ost

) : rovinces the general tr
1s put first among the causes of the fall in revenuf thoug}fuilgleisd::%)r:hmn
R ourse

state . o A
stated that it was accentuated by civil disobedience (The following is tl
. > is the

rele ac ' i
decr‘:‘;i uex]tmct“ f}iom} the Central Provinces’ Report: ¢ There *
se under all heads ” [of Forest Rev. ¢ i : peneral
eas : s s evenue due ¢
i«}epx ession In trade. The civil disobediencu] campa ir}rllmg.l‘;oto 1?1!190 tgeineml
ol ; ampai 0 >
enue from timber and other leases and grazing.’’) K wlected the

(4) Pages 1993-4 of the Main Memorandwum,

Wi e e 1
1mppl;ﬁ Ii;fetxi]eén;u:grle\lrr.l Dev;'ar’i1 statement as to what will *“ undoubtedly **
, namely, heavy withdrawals from the Savings B:
;?v(l (tz;lppz;rTlntly) encashment of cash certificates, it may l{))e b(;lfwi?ﬁ;-?l:,n}:’
give U e following figure covering a period during which the pros oot of
nstitutional change has becn before the Indian pe:p[e i— prospect of
On the 3lst March, 1925, 1926 ‘
' . , s 6 and 1927 respective >
g:x?itnandx;;g imomlt.of .P(’St Office Cash Certligéaltt!;ly',mflhcl’dggr%gntc
s 48gs ank deposits in India added together. wore -‘“‘bL fico
s. crores and Rs.56 crores. °  Wore Re8-crores,
By March, 1928, the Statuto i
Y . ry Commission had been : i
‘lclh(:,i totah[ amount helc.l with t_he Government of Ir(ldi:)lwbn dp[?(}lln.ted, and
nI erﬂt; e two hfeads in question had increased to Rs.63 Y roras, | vestors
n the following two years it further rose to I 66 orores.
croms. 0 Rs.66 crores and Rs.72
By March, 1931, the Repor
y 19 port of the first
IS‘ece'lved publicity qnd the combined amoJ{nOtlmo(} ?ﬂ)}l}o Con.ference had
avings Bank deposits had risen to Rs.75 crores ueht certificates and
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Similarly, in March, 1932 and 1933, following the publication of the
Second and Third Round Table Conference Reports respectively, the
combined total rose to Is.82 crores and Rs. 87 crores.

1933, the last date on
of course, there had
r to become

Finally, only two months later, on the 31st May,
which figures are availuble at the moment, when,
been ample opportunity for the contents of the White Pape
known, the combined amount of these totals had further jumped to

Rs.102 crores.

(5) Supplementary Memoraundum (No. 76)—page 1995.

The figure for capital cost in the Provinces, given as Rs.54 lakbs, should
be Rs.45 lakhs. The capital cost of the Foderal Court is estimated to be
about 5 or 6 lakhs. The small corresponding annual charge is covered by
the large figure for ‘¢ Contingencies,”” viz., 25 lakhs a year, inciuded in the
estimnate for mew ‘¢ overhead charges ”’ at the Centre (p. 21 of Record

No. 3).

(6) Supplementary Memorandum—page 1997,

(a) At the top of the page there is an inaccurate account of the
tion in respect of the liability taken over by India for British War
Loan in conncction with her War contribution. The facts, which are
well known and have been fully explained in Parliament, are that
more than three-quarters of the £100 million was paid out of the
proceeds of Joans raised in India for the purpose. It was in respect
of the balance only that a lability was assumed for a corresponding
amount of British War Loan and in respect of this (until the recent
suspension connected with the War Debt uncertainties) interest on the
outstanding amount was paid cach year and Sinking Fund payments
were made from time to time in redemption of the principal amount.

presented more than a fraction

The latter payments have never re
of the sums provided in the Budget for reduction and avoidance of
debt; and it is entirely misleading to suggest that these sums have

been entirely absorbed for this purpose. The position is made quite
clear in the published accounts and estimates. )

Nions as the amount of India’s unpro-
13-14 and £183 millions at the end of

posi

(b) Mr. Dewar gives £13 mi
ductive debt at the end of 19
1939-33. DBut these figures are not comparable,

n the amount by which capital invested

in interest-carning assets such as Railways and Irrigation works, was ex-
ceeded by the Government’s market debt (i.c., stocks, bonds, cte,, outstand-
ing). Having assigned this meaning to * unproductive debt ”’ when dealing
with 1913-14, Mr. Dewar should, in instituting a numerical comparison,
have assigned the same meaning to it in respect of 1932-33. In respect
of the latter year, however, he has taken a figure representing the amount
by which the intcrest-earning assets are exceeded by all interest-bearing
obligations, including not merely market debt but also such items as pro-
vident fund balances, Post Office Savings Bank deposits, Depreciation and

Reserve IFunds, and Provincial Balances.

These * other obligations » amounted, at the end of 1932-33, to about
Rs.196 crores (£147 millions). This amount must therefore be subtracted
from the £183 millions, to obtain a figure for 1932-33 representing purely

1n the earlier year he has take
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market debt less interes i
e i t-earnin
Darable with 615 pore f g assets; so that the 1932-
Derable With £ 1ilions 1n 1913-14 would be, not £183 mi?liisﬁ%l:xrte a(l:)(:)r:llf-i
X b
(¢} If ““ unproductive debt *’

interest-bearing opioniaobt 13 taken as meaning the excess of all

C er interest-yieldi — i

amo ia i X

unt in the case of India is, according a)e}\(}‘rngl)gz?rt’ss - Eresent
r. own figures,

about £183 millions as com i

; lions pared with a total
If}or(;zrrrlltparlson Instituted on this basis betawe::lveilr?;' Of B3 millions,
portar countries could scarcely fail to show Indi o P oer -
and finances in a very favourable light néiv's administration

(d) In suggesting a comparison
1 v ¢ between the rate i

T I N ‘
}nme]}:(ffllvs debfi1 md Indla. and in Eng]nnd7 Mr. I)c“in}niiidsel gf bod
B bt" ase the debt directly attributable to the War ¥ pucted
debt is at legst as unproductive as any other: A -
mterest-_yxe].dmg or other tang'ble asset '1(‘1',
standpoint it is no less burden; posets; and
represented, ome

_ th But such
1t s represented by no
iy from the tax-payers’
1an any other kind of debt not so

(e) The argument in the la
1997 ap st paragr
bo ba,sé(rl)ezz;s tl}llr;teéleahbt]e. If the comparison is valid at all it
the population whi h Mper head, since it is tho wealth )O'I} should
over India’s post Wc r. Dewar uses as the basis of com )"u.Il- " read of
after. not lb(élfore- :}" D(\);fltmn should be compared with tlh‘qt S(;‘ni«‘ More-
Paris,on of this ki ;e b ar. There is not much real ‘Yq]‘I;(, o ‘,nm‘md
without its mlislea?lcil’ (;t for what it is worth it ]llﬂ;r bl(\m d. com-
ground for tl‘ealting (;gbt elﬂtllreS. As pointed out above  th ‘prcspnted
the so-called unproductiv ‘ llwbto the War as productive debt (r?f L ne
ez it s " e o ot

3s. 4d. s 3 million: . ‘
Dewar, g;l(:‘r l};i?ggﬁf ,f-}:tei p(Triulatlon of British Ilﬁ;{a.thlj(l(‘ii?);_csents say
“unproductive n 'un( Otm debt, which i presumably '1ll (I.ng to.Mr-,
£170 per head’ of.ﬂoun s to about £7.648 milliong ~0r‘ most gntirely
very generoﬁs ma o ])Opulatmn: This makes it I)oeqiblvury roughly
two countries anérgiz’rlll fx(rirktho difference in wealth fv'f'r ?.(fle Jeave a
emphatically in favour ofa Iemi'liacomparlson, for what it i« "\'()rt,l}:l :(l:ﬁ
: 3

aph in the 1st column of page

7) Last™ pa
(7) Last” paragraph of page 1999, continued on page 2000

The figures a p ntly o
s quoted are a i
: ngt ; i parently intended to be bage
dum contained in Record No. 1, but it is not clear h(L)ii/ tllll(t\h ived
2y oarce arriv

. T ap y { aes 8 O transfer Of
at lle |9 crores ref@l'r(’(l to } g T
N ]’)al‘(,llt] i Or
I N 'IV t t} I) . IMeoc . . 3]" l(/. CY €8 ‘ 5
neome ax to 1] rovinces W}H('h 15 an ('Htl’n](lt(’ ()1 Lh(} ) i '
masimum pe

’IILiSSl"(,‘e trﬂn.xfer under t} ‘ : ’ } ] n any
3 ! e ‘h;t(‘ l ¢ g I SAtLS W WOl
e i ve aper p OPos: l i *n V i
ase ha\(? Cﬂe()t ()ll]y (li tel a I)(’,rl()d Of ycars. ] t ‘liio ;;);’11 ;]ly i ‘
als aren lnclu

n] ]] T ;[ Of the remission o Sta cs’ tr .[ utes, ete i
0 y ave eﬂect after a l)el’iod Of Yea l " > K }n(‘h ]
ars.

¢ Memoran-

* Alternatively, if £18 illi i
ducti"? debt,” i{,shouillgl?e 1:(:111;”15 o pe tike
Materials are not readily avail
be much larger than the |
account market deht only'

. . n as tho present ‘‘ unpro-
ﬂﬂ??ed with a_comparable figure for 1913-14.
ﬁ"-“rc. or computing this, hut it would ohviously
gure given by Mr, Dewar which takes into
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(8) Page 2000.—Railways.

This paragraph appears to present fizures in a misleading way.
a reference to ‘¢ gross traffie receipts 7 Mr. Dewar goes
are only Rs.6 crores less
92728, The implication

Immediately after
on to say that ‘“the present interest charges
?}mn the traffic receipts in the best year, viz., 1
is that he is still referring to gross traffic receipts. but in fact ““the traffic
receipts in the best year,” which are said to exceed the present interest
charges by only Rs.6 crores, are net traffic receipts, i.e., after deducting
all working expenses and making full provision for depreciation.

Mr. Dewar then stated that the total loss as the result of the last three
years’ working is ¢ Rs.23% croves, despite the fact that the expenditure
on replacements has been Rs.9 crores below the normal figure.”’ This clearly
implies that the aggregate loss of 23} crores is arrived at affer taking
into account the saving secured by abnormally low expenditure on renewals,
This, however, is not the fact. The figurc of 23% crores is arrived at after
making full allowance in cach year for depreciation, and indeed the amount
debited during this period for depreciation reserve oxceeded the actual ex-
penditure on renowals by Rs.17 crores. Thus, if only actual expenditure
on renewals were taken into account, the aggregate loss during the three
vears of intense depression wonld he reduced to about Rs.G} crores, instead
of the figure of 23} crores given by Mr. Dewar.

Mr. Dewar asserts that for the recent deterioration in the financial
results of the Railways the present economic slump is “ only in part”’
responsihle, The statistical hasis which he adduces for this assertion has
heen shown above to he somewhat misleading. Actually there is no doubt
that the econemic depression has heen mainly responsible for the deteriora-
as gravely affected the finances of Railway aud other con-
cerns throughout the world. To exemplify this fact one may survey the
financial results of the Tndian Railways over a somewhat longer period.
During the cight years from April, 1924, when the scheme for partial
separation of Railways from general finances was inaugurated, to Mar‘ch,
1932, the surplus net revenuc of the Railways, after not only paying working
Iso deducting interest charges, and making full allowance
amounted (notwithstanding the indifferent results of
flects of the world slump were already severely felt) to
Rs.38 crores, or say £981 millions. Thus during that period the Railways
not only were in the aggregate self-supporting but contributed a surplus to
general revenues averaging over £33} millions per annum.

tion, just as it b

expenses, but a
for depreciation,
1931-32, when the e
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RECORD IX

Memorandum by Sir Phiroze C. Sethna, 0.B.E., on the future
constitution of Aden, followed by a Memorandum by the
Secretary of State for India

‘ As Vthe B_ritish India Delegution complete their (_liscussgons \vith. the Joint
Select Parliamentary Committee to-day and there 1s 10 time left it has been
§llg{-’,051-0(1 that I might submit a memorandum for the consideration of the
Joint Sclect Parliamentary Committee in regard to Aden.  The last para-
graph of Proposal 5 on page 38 of the White Paper reads as follows : —

- The Settlement of Aden is at present a Chicf Commissioner’s Pro-
vince. 'The future arrangements for the Settlement are, however, under
consideration, and accordingly no proposals in respect of it are included
in this document.”

In the Council of State the Leader of the House, Khan Bahadur Mian
Sir Fazl-i-Husain, on 3lst August, 1933, moved * That the Government of
India communigqué, dated 90th June, 1933, regarding the future administra-
tion of Aden be taken into consideration.” This gave an opportunity to
discuss the Press communiqué when I moved my substitution motion which
was as follows:—

« This Council after duly considering the Government of India Press
Communiqué of 20th June, 1933, submits that whilst no longer object-
ing to the transfer to Imperial control of the Political and military
administration of Aden as it exists at present, it is definitely of opinion
that its Civil Administration should be continued with the Government
of India or if thought nccessary should be retransferred to the Govern-
ment of Bombay, but that <uch Civil Administration not he transferred
to the Colonial Office.”

As the speech 1 made in support of my notion explains our view point
1 cannot do better than reproduce it in full. I said:—

«Mr. President, the Honourable the Leader of the House has told us the
object”of the motion which he has placed before this Council this morning.
He said that it is in accordance with the obligation Government entered
into, namely, that the question of the transfer of Aden from the Govern-
ment of Indja to the Colonial Office would only be undertaken after the
Indian Legislature were given an opportunity of discussing it. For this
favour we are very grateful to Government although I may be permitted to
point out that on a previous occasion, in spite of similar assurances, Govern-
ment did not carry out such an arrangement and to which I will refer a
little later.

“ The Honoura
that I moved in this Council on the
follows : —

« ¢ This Council recommends to the Governor General in Council that a
represcntation be made to the Secretary of State for India that the
administration of Aden be continued under the Government of India
and not be transferred to the Colonial Office.’

As the Honourable gir Fazl-i-Husain has told us, on that occasion
Government very kindly, and very rightly, requested Government Members
not to take part in the discussion or in the voting. We are extremely
indebted to the Honourable Sir Fazl-i-Husain for assuring us that the same
procedure will be followed in the course of the discussion this morning.
The Honourable Sir Fazl-i-Husain added that the then Leader, the late Sir

ble the Leader of the House has referred to the Resolution
o6th September, 1921 It reads as

£
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made an announcement which simply staggered the Assembly. It came as
& bolt from the blue. His Fixcellency said that the military and political
administration of Aden had been definitely transferred to the Home Gov-
eérnment, and this, as 1 say, without any previdus reference to the Legis-
lature. Sir, this was not enough. The announcement went on to add as
follows ; —
““ “As Honourable Members are aware, the Settlement of Aden itseif
Is peopled Lo a very great extent by our fellow Indian subjects. The
Government of India have thought it right that their welfare and
interests should not go outside the ken of the Government of India. It
will accordingly be retained; that part of the Settlement and the
municipality of Aden will remain under the Government of India.’

*“I would ask the House to note very carefully that what T am pro-
posing in my motion to-day is in substance what the Commander-in-Chief
announced as [ have just stated.

“ The Commander-in-Chicf’s announcements surprised the Assembly and
it is no wonder that in hoth the Houses theve was very severe eriticism
of the attitude of Government in vegard to this mutter. Not only was the
Indian Legislature kept in the dark, hut cven the Provincial Government
immediately concerned, nawely, that of Bombav, was entirely in the dark,
and that in spite of the fuct that the Government of India knew the views
of the Government of Bombay on the guestion. In this House we have
official representatives of the different Provincial Governments. We are
not often favoured with an opportunity of hearing their voices, and it is
only on very rare occasions, and when such Provincial Governments think
that it is absolutely nccessary in the interests of such Provincial Govern-
ments that their view should be placed before the House, that their repre-
sentatives do get up and talk. Such was an occasion when I moved my
Resolution in September, 1921. The then representative of the Bombay
Government, the Honourable Mr. Pratt, a Member of the Indian Civil
Service, used words which showed the feeling which the Government of
Bombay entertained on the question of the transfer of Aden. He said:—

“ ¢ Tha transfer of Aden to the Colonial Office is a question in which
the Government of Bombay is deeply and closely interested. Towards
that question the attitnde of the Bombay Government cannot in any
circumstances be one of neutrality and 1 have been authorised to zive
expression to the provisional views of the Bombhay Government at this
stago of the discussion of this question.  Their position is that they
have had very little notice and indeed very little time for the con-
sideration of this question. They have had very little inforr.nation of the
grounds upon which the transfer has been considered. 1t is alse a.lect
that public opinton both in Bombay and A(vlen h‘as expressed  itself
very strangly against the proposed transfer. Very strong protests haA\'e
been recorded by the trading communitics of Bombay and .-\_den. and for
that reason for tho present the Bombay Government objects to any
change in the stafus quo.’

‘“ Now, Sir, the Bombay Government have not _changgd their views, as is
evident from what followed in the Bombay Council exactly a we(lk after the
announcement made by His Excellency the Commander-in-Chief in the
Assembly. That announcement, as I have already said, was made on 3rd
March, 1927. On 10th March, 1927, the Home A‘.‘\Iember of the Bombay
Government, Sir Ernest Hotson, introduced a Bl'l! culle(} the Aden Civil
and Criminal Justice Bill in the Bombay Council and in regard to the



"

152 RECORDS OF THE JOINT COMMITTEE

20° Novembris, 1933.] MEMORANDUM BY Str PHIR0ZE [Continued.
C. SeEtunNa, O.B.E., oNx THE FururRE CONSTITUTION OF ADEN, i

statement made by the Commander-in-Chief, Sir Ernest said that the

announcement came as a surprise to the Government of Bombay as much as
to the general public.

“ <71 am obliged to stress this point,’ said Sir Ernest, ‘ because during
the discussion on the Bill both I and my Honourable Friend the Chief
Secretary assured several Honourable Members that we had no reason
to suppose that a transfer was imminent, and indeed pointed to the
fact that the Government of India had instructed us to proceed with
the Bill as evidence that mo immediate change was proposed. The
details of the future system of administration at Aden are not yet
known to the Government of Bombay, which indeed knows nothing
further than what has appeared in the Press.’

“This Sir, proves my statement that even the Provincial Government
most directly concerned with the transfer was kept entirely in the dark.

“ This was, as I have said in 1927. In January, 1929, when there were
fresh rumours of the transfer, guestions were again asked and Sir Denys
Bray gave a reply which consisted of two sentences which are very pertinent
and to which I would respectfully request the earnest attention of Members
of this Honourable Council. The first sentence was:—

“ 1 repeat my promises that the transfer of Aden from India will
not be effected without this House being taken into consultation.’

“ Mark the words ‘my promises,” which I may add were not fulfilled.
The next sentence is still more pertinent. He said:—

“ 1 hasten to add that all idea of such a transfer has long since
been abandoned.’

“Two years later, when the Aden administration was proposed to be
transferred from the Government of Bombay to the Government of India
there were also rumdurs of a subsequent transfer from the Government of
India to the Colonial Office. Thereupon those intercsted in the Aden trade
thought it necessary to wait in a deputation on His Excellency the Viceroy.
The deputation was a very influential and representative one. It waited
on His Excellency Lord Willingdon in November, 1931. The deputation
pointed out to the Viceroy that it was feared that in all probability the
transfer from the Government of Bombay to the Government of India was
the thin end of the wedge and that it was but the first step to its subse-
quent transfer to the Colonial Office. Now, Sir, mark the reply which on
behalf of the Viceroy the then Foreign Secretary, mow Sir Evelyn Howell,
gave to the deputation. He said, as regards the apprchension that the
proposed transfer was only a step towards the transfer of control to the
Colonial Office, that the present proposals were made solely with a view

to improving the conditions and making an end of administrative incon-
venience at Aden.

“ “ The proposals were complete in themselves and were mu(.le on their
own merits without afterthought or ulterior motives of any kind. They
were not a step towards any other change.’

“ The deputation at first thought that His Excellency would not take
part in the discussion, but His Excellency, in order to allay the fears
of the deputation, himself thought fit to add a few words. He emphatically
endorsed the Foreign Secretary’s statement regarding the transfer to the
Colonial Office that no such suggestion had been considered and mndertook
that, should it arise in future, all interests concerned would be consulted.
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The transfer now proposed would make no difference atto t:lezezzn;réf;:;gl
relations of Aden with Bomhlnly :md(,i in his opinion, as P ,
it scomed the wiser course all round. y ) v
 After an interval of another two years or l(;s?)thsian \:gl(:t(zwlli;:ge;axl\)gi
published in March last. '(Il'he otpll)]' reference to Aden
is in four lines, which read as tollows:= N ‘ o .
« ¢« Phe Settlement of Aden is at present :tclhxlef 50111?1??;?‘11?0:
province. The futmre arrnngcn?ents for the k,lei ticlinilel; e.lct Joweser
under consideration, and ta?cordmgly no proposals sp
included in this document.
“ Qoon thercafter several British_lm?mn‘dle](-\tgactglsnr:ftrtzes?fltPt&lil‘;?:;l:z
to confer with the members of the Joint Selec Con o of Parliament,
\ After we reached London we learned t 1
of whom & one.f the transfer to the Colonial Office being cqmplotp«,
AR \lnowt:s therefore thought 1t advisable to request an interview
e o (1; sgﬁonoumble the Secretary of State. He a‘—!}‘eed to receive
with e o which was led by His Highness the Aga Khan., We laid
our d("l)"tﬂtlo.rt him and from what we gathered we undorsto()d that he was
our caso b0 ("'t}" th;\ view we expressed. But at the same tlme.‘he pomt.ed
In sympathy "'H ‘l) th’erc was to be federation in India hereafter, which
dut that b.e;aub‘vl of Provinces and of Indian States, and because Aden
would r:onsls) Or'1)1);@- the question was very difficult. At the same time he
was ot :L- lt;‘()wdifﬁcultv might not be insurmountable. How he -hope‘d.to
hopod tlmt} wl'fﬁ(‘ulty he did not say, but if I might venture an vqplmon.
snrm.ount tle'i(: lAdlen continued as hefore to remain lunder the Province of
| think tha%}) the difficulty could be removed. It.xx for that reason,
Bpmbzly B mp? substituted motion I have said that if thought necessary
?}1[" tll\h]llt l\ilhnnilgis%/r'ltion of Aden might be re-transferred to the Bombay
o civil 4 R

rernment. )

GO“‘ N Sir. I turn to the Press cnmmunigué to which _thf, I{Io:;ouaable
o i} . Houso drew our pointed attention, and particularly to those

Lefldcr .()f .t e (h k] , tholught we ought not to ignore in the course .oi our
points in it \vlnch l(f/i ot place, 1 will deal with the three points in the
discussion. ’In lfwewhry Agcn élxould not remain linked w.xth Indvla._ Point
communiqué 1ast Aden is geographically remote from India. TIf it is 1,600
No. L Indfa the distance hetween Aden and the Colonial ()ﬁ}oe is
miles R‘Vﬂzi 'flr;mtlimos timt. I will leave it to the House to consider if 'thIS
two-and-a-ha ound. The next poeint is that it would not.naturally'ﬁt into
argument 1 h.ou'" . I have already answered this contention by saying that
tho mow Fedor o of );«) less a ﬁersonngc than the Right Honourable the
even in thc'o‘[)l‘ntlf)l;]”t difficulty is not insurmountable. I now come to t}xe
Se'(:rcttll‘)_' o bt‘ll ‘ltl (b is that it is already to some extent lunder Imperial
third 1’0”1%’ ane ,l:l. to that is that if it has passed out of our _contrf)l,
'control. The nm““aureemcnt it was so dome over our heads and 1n spite
e wlvth 0‘\I‘Ge :re howe’ver now quite prepared to concede that f_oxi
of lf)tl:r {)Ziﬁibt}:ilitary ‘consi(lel'ations Aden may remain under the Imperia
political @
control. ) ‘ o cording

“ The o six points enunerated 1n thgw (o.mmumquc zt(c‘m( ng
to “'flhlit:ﬁ ggcvl;;n{::)zn: tr; to 1}1ake out th'attllndla would not be a loser
by the transfer. I will deal with them Seﬂahlm. f the Hons

“CPoi which my [Honourable Friend, the Leader of i 10. (?”fei
Point No. 1, on vill be saved a bhurden of Rs. 20 lakhs

. S breca 1S t India v
:)l.a;el:x}d plut;ltllscpl;ltlel z;clleebf:?gll?r(tahgf Rs. 20 lakhs and 1 shall endeavour to prove



154 ' RECORDS OF THE JOINT COMMITTEER

20° Novembris, 1933.] MeremorANDUM BY SIR PHIROZE [Continued.
C. Serana, O.B.E., oNn tBE Furure CONSTITUTION oF AbEN,

that the figure is not correct. In no case are we expected to pay more
than a maximum of £150,000, or, say, Rs. 20 lakbs according to the arrange-
ments made in 1927 and in accordance with the reply given this morning
by Government to a question asked by the Honourable Mr. Mehrotra the
amdunt &t present is about £119,000 or Rs. 16 lakhs. Now, against this
Hs. 20 lakhs Government must set off what the Government of India will
lose in the shape of the revenlue which it derives from salt and also from
income and super-tax. I make out roughly that Government will lose
Rs. 10 lakhs under the heads I have quoted. Let me give you the details
under the heading Salt. With regard to salt, the Government of India
get a royalty of eight annas for every ton of salt exported. According to
the latest figures, the export of salt in a period of 12 months amounted to
over 280,000 tons and consequently Government will lose Rs. 1,40,000,
Government also get ground rent for land where the salt is made which is
another loss of Rs, 25,000, or in all Rs. 1,65,000. Again, so far as I can
make out, the four salt factories in Aden pay hetween them income tax
and duper-tax to the extent of Rs. 34 lakhs or more, so that the total of
these two items alone exceeds Rs. 5% lakhs. T explained that the Govern-
ment of India will lose Rs. 10 lakhs, and I pointed out how the loss is
Rs. 5% lakhs or more under salt alone. The difference between Rs. 10 lakhs
and Rs. 5% lakhs is made up by the amount of income tax and super-tax
vnder heads other than Salt. My estimate is on the conmservative side and
perhaps Government may lose more. I am glad that the Honourable the
Leader of the House has said that if there are mistakes or misapprehensions
in any statements we make he will correct them in the course of his reply
and 1 do hope that he will be good enough to answer the point that I have
made.

*“ Tan HonouranLe tHE PRESIDENT: I request the Honourablo Member
to be as brief as possible; he has already exceeded 20 minutes.

““ THE HonouraBrie Sk PHIROZE SETHNA : I shall be very gratebul if
you will give us some latitude. Government require our views and I am
endeavouring to give them. 1 am very grateful to You, Sir, for the ]atitude
you have already extended to me and I shall be still more gratefu% if you
will give me more time.

“ THE HoxouraBLE THE PRESIDENT: I am only asking the Honourable
Member to be as brief as possible.

“ THE HonoumasLe Smx PHIROZE SETHNA: I shall he as brief as
possible and avoid anything irrelevant.

“To come back to the Press communiqué, Item No. 2 says that the
right of appeal in judicial cases to the Bombay High Court would be main-
tained. If they do mnot allow appeals to be sent to the Bombay High
Court, what would happen? They will have to be sent much further away
to London instead of to Bombay; or to establish an Appeal Court in Aden
which will be a costly process. It is therefore by no means a favour to the
Bombay Government or to the Government of India if appeals will be sent
to Bombay,

“‘Item No. 3 says that Aden would be made a free port unless some
ra(‘hcal change in our present cconomic situation should take place. All these
points have ‘ifs’ and ‘ ands’ attached to them for they say ¢if ’ there is
a change in the economic situation it will not be a free port.

"' Likewise No. 4 says that the present style of administration would be
maintained and they would not impose any additional taxation unless—mark

you there is ‘unless’ here again—unless such a course becomes in their
opinion absolutely necessary.
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“I now come to item No. 5. The communiqué says th_at a proportion of
Indian service administrative personnel wpuld be r'etamedlm1 the -tAdsﬁ
service—and please note—‘a proportion’ wxlll be I:etam(i('l“ulx)u ‘tt]eilf:(bl ‘“f:)r
be sent away, and even the proportion that 1S retained \tu 'te's l:i,jv " e
some years,” avhich means thai_; at the' earliest ()I.)porl un;u)tm‘) M
asked to go away. And what is more 11npor‘t;mt, 111. 1t{le } '(‘} ader Lhe
Colonial administration no more Indians will be taken, which
be some little loss to this country in the matter.

“ Then there is the last item, which is perhaps the most m1p9rt;mtl va IL}IU
It is said no racial legislation or segregation would ’be lperlx;zltt_efd_lfs )itlz
Majesty’s Government Now, S]r't “‘Cillhu}::’ ‘:l:‘lre\ t%;n:l‘liintt(;liln Stll]is lprolilise

is as : rnment w ‘
e o dbsi”:'?l(;et;l};d\t'()gos:.}enyr;‘ His Majesty’s Government must mrn ‘out
y avour and discriminate in favour of
f Furopeans
1 as they

for long.
a um'f(;m Colonial policy. If they f ] e
Asiatics in Aden, there is bound to be a clamour on t e part o ;
in the other Colonies to which Govermnent will 1'1:\;'0.t()]:; 1:,;(,“‘(\ ey
have yieldod in the past and they aro‘ yu)lrhAng every (..1_?. 1(1{; ‘ z)r \e,rb
assurances are all paper assurances. 1 hfi" will last onl)umr ll}‘)-nt]i:x ,oéitzon
and the position of Indians n A(lep will become the ‘s.l‘me ‘1? )~tlsérious
of Indians in Kenya or other Colonies.  And that, 5”,’ is ovuix -111&21;9(1 o
objection to the transfer. Ixperience tells us 'Lhat we I}axlcl blron)ises e
where and we are bound to suffer here as well, in spite of all p s

pledges to the contrary. . ) .
“ Now, Mr. President, I will in accordance \\'ltl?”your IW';:};;estll:: (!))g;fi
althaugh, I have much more rpaterlal to add. I wi f?:un'l?h(e [fhe objec
tions which we entertain against the Propos;}d ﬁtl"ans or. y 4 Y,
but I will content myself at present with only five. o . .
« Pirst. It has been said that we are fighting z‘md agltatmg a§a111<5t thl:
proposed transfer merely on the ground of sentlmen;;. Ifh“eB ‘(t)';o’w:;t
we not justified? Indians have been 91“11 A(ie:; e{:;;l llf olr::}gt eIng;‘lllisl went
v Stich  acauilre 4 vear Do, ans were
thel:e.} ,?h?, Jt}}),.llilbilimibqaunl:;%ecﬁﬁzg of tﬁe encourngem«gnt given by British
f):;‘fcl:rs)(;xIZi; ln‘dians followed the British ﬂz}g and partICLilariy dl{elzcauh.::e thloy
had assurances that Aden would ever remain a part of the 'n : mnf illld{ e,
h~ al any time had any doubts on the subject, becausol of Indian
iipt‘r?gnc‘e in other Colonies th'oy .would never have sun%\:)t}ten'l ]'akhihai
they have done in buildings, shipping wharves, salt‘ fl:xcto;uts} :ng(\tlt?m;),enet
concerns. They control in a great measure the tr.uekof ;_1 :(, o he;
It will be no exaggeration to say that the barren roLt 0 ;r:flylm.\(\)m) her
population of 3,000 inhabitants has been con\'crtoc“lI..m On‘?nl'mrll mon.ovl e
with a population of more than half a {akh h;' In ]m)n lr tc ‘f L (-0".1,1.1;_
Indian resources and enterprise. It is therefore 't I.L. ()u .\“f)‘ 1 ¢ ; v
ment to give us a patient hearing and to do us I)—lmtlc-L.t) -t(' (oﬂx?ut, \\'( 1t
to go under Colenial administration because we ~\m-)“th. ;41 nv)_” lld,,]u.(;lt]}
Indians will have to leave the Settlement for reasons tha will deal with
in our sccond objection to which I now turn.

o knows, iy Somaliland.  Somaliland
“ Near Aden, as the Honourable House knows, ‘lx 50mdlxlmd< 1( v d
) ’ v ;" o .

was at one time administered by the Bombay Government, So longz as 1

, ‘ 1 " o Ay 23
was administered by the Bombay Government, its three ports, B”hmd]’
. ‘ ous. Thev were going on from strength

Bulhar and Zaila, were prosperous. The: going i
to strength Aftel" the Somaliland War Fho Home (;(3\'01111119111 th‘uu:_'h,t\ it
right to transfer Somaliland to the Colonial Office. With what result, Mr.

g
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President? These three ports are now practically dead. The population
of Berbera has fallen from about 20,000 to 4,000 or less and likewise the
others. And why, may 1 ask? Simply because the Indian traders left
these ports and the Arab and Jewish traders followed in their wake. They
did so for the same reason, namely, that they did not want to be under
Colonial administration. Colonial administration is distinctly costly.
Because it is costly taxes have to be raised. The Somaliland ports were
almost free ports but soon duties were imposed and increased to meet the
higher cost of administration and the result was Indian, Arab and Jewish
traders left and the trade of these ports has completely dwindled down.
The same must perforce happen in Aden if Aden is transferred to the
Colonial Office and I may not be alive, but our successors in this House
will have occasion to say that I was a true prophet.

¢ In support of our third objection that Colonial administration is more
costly let me give just one illustration. When Aden was under Bombay,
a representation was made to the Bombay Government that two Indian
educational inspectors be replaced by two Kuropeans with salaries almost
if not actually double. Because education is a portfolio held by a Minister
in Bombay, he stoutly opposed this, with the result that so long as Bombay
was in charge of Aden, Aden did not get the two European educational
inspectors. After Aden was transferred to the Government of India, the
request was repeated and granted and two European inspectors have been
sent. The same thing will happen in all other departments and in proof of
that I may again refer the House to a press communiqué which says that
only ‘a proportion’ of the Indians now there will be kept and that too
only for a period of years. Now, Sir, talking of the extra cost of Colonial
administration, I may say in passing what is thought of it in other parts
of the Empire, I mean in other Colonies, I returned from FEurope this
day last week. On board the P. and O. steamer I came by were some
fellow passengers who were civil servants from the Straits Settlements and
the Malay States. We were comparing notes with regard to the, different
civil services. They volunteered the information that their cadre is far
larger than should be the case as compared with the cadre of the Civil
Service in this country. But at the same time they said they had very
little work to do. I naturally inquired, why don’t you ask for reduction
in the number of posts and more pay? They said such a proposal had been
made, but the Colonial Office did not want to increase their pay, what they
wanted was more posts. One of them said ordinarily they have four civil
servants there to do the work that is done by one civil servant in this
country.  Therefore if Aden goes to the Colonial Officc the number of
appointments is bound to be increased and the cost will he so much more
that Indian taxpayers who are the largest taxpayers there will have to pay
a great deal more.

““ Our fourth objection is that the trade of India to-day runs to some
crores of rupees—seven or eight crores or more. This is to some extent due
to shipping facilities that exist, by which I mean that because there are
salt factories in Aden from which salt has to be imported into India and
rather than that those ships go empty to Aden to bring this salt, there is
shipped from this country by these boats a large amount of Indian produce
and that helps to reduce the rate of freight, What goes there is rice,
wheat, grains, tea, gunnies, piece-goods, etc.—not from Bomhay and Karachi
alone but from Malabar, Calcutta, and cven Chittagong, Akyab and Ran-
goon. And why? Because Aden is a distributing port and this produce
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is sent from there to Arabian, African and even Iraq provinces. My point
therefore is that if Indians leave Aden as they are bound to, this large
trade will be lost to India. You may naturally inquire, why shouald not
any other traders take their place? 1 say they will not. Indians conduct
their business on different lines. Those who come in their place will not
do the business on a credit basis same as the Indians do.

“Qur fifth objection is that, if Aden is not included in India and is
transferred to the Colonial Office, then, because Aden salt pays only
excise duty and not protective duty when it comes to India, the salt
industry in Aden is bound to be crushed out of existence. These factories
will be closed down and the lakhs sunk in them be lost, but what is of
great importance, and which I would ask Government to bear in mind,
is that out of Aden’s population of over 50,000, there are 2,500 Arabs who
work in the four salt factories there and this large number will be without
employment. Sir, I can easily multiply these reasons for objecting to the
proposed transfer, but I will not take up any more time of the Council.

“ 1 will now just briefly refer to one objection in connection with my
original Resolution of 1921 raised hy Sir Denys Bray. He expressed the
fear at that date that the Arabs and Jews were siding with the Indians
but how long would the Arahs do so? He thought that as soon as the
Arabs are cducated, they would not join forces with the Indians. The
long period of 12 years has elapsed since then. The Arabs have not wavered
in their affection and in their regard and sympathy with Indians and for
good reasons they as well as the Jews prefer to act in concert with them.
They know that the presence of Indians help them and therefore there is
no talk and no fear of their not helping the Indians. I know when I was
in London some months ago much capital was made of a small petition
signed by 32 people and sent to the Viceroy through the Chief Commis-
sioner of Aden. That was a petition signed not by pure Adenites but by
32 Arabs who came from the hinterland. As soon as it was discovered that
such a representation had been sent, the regular Arab traders got together
and within a few davs sent another representation signed mot by 32 Arabs
but by 500 Arabs discluiming what was said by the 32.

¢ And what about our Jewish friends? The Jews in Aden are not Jews
from the Levant as they are in South Africa, and where they are favoured
and treated as Europeans. The Jews in Aden are Baghdadi Jews, and
as much Asiatics as the Indians or the Arabs there. Both the Arabs and
the Jews know just as well as we do of the Colontal policy to which I have
referred. They know the Colonial policy of European powers. It is not the
British alone, for the policy of Italians in Mussowah and Italian Somali-
land or of the Dutch in Java and Africa. In Java is just the same dis-
crimination in favour of the white man against the Asiatic. We full well
realise that no matter what professions or promises are made to-day they
are bound to be broken. The Home Government must create some excuse
or other to meet the wishes of Europeans in other parts of the Empire to
see that no favour is extended to Asiatics in Aden which is not extended
to them in other Colonies.

¢ 1 said, Sir, in the earlier part of my speech that the political and
military administration is already taken away from the Government of
India. We recognise that the British Empire is great and that it must
have military outposts both near and far. Aden may well be regarded
as the Gibraltar of the East so far as the British Empire is concerned.
We certainly have a grievance that the transfer of the political and military
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administration was made without our consent and without our knowledge,
but India is a member of the great British Kmpire and for that reason we
no longer press for the return to this country of what is already transferred
in the way of the political and military administration. So far as the
civil administration is concerned we protest and protest most stoutly for
the reasons I have endeavoured to place before the Council.

“I do hope, Sir, that Government will accede to our wishes and keep
the civil administration with the Government of India or if nccessary with
the Government of Bombay. It is one thing for Government to ask for
our opinion and quite another if Government do not give heced to that
opinion. We do hope that the [eader of the House will'give us an assur-
ance that if the view held by the Legislature is against the transfer that
Government will consider itself hound to respect the wishes of the Legisla-

};ure and their wishes are what is practically desired by the country at
arge.”’

Several members followed and I quote a pertinent extract from the
speech of the Honourable Mr. B. K. Basu. It is as follows:—

‘ 8ir, the real excuse that I have for intervening in this debate 18
that T am suffering, from some intellectual tortures ever since I read
this communiqué. First, as was very ably traversed by Sir DPhiroze
Sethna, I find the words ‘geographically remote ’ giving me one of
those tortures because when I find that we have places under the
administration of the Government of India which are more or less,
shall I say fortunately or unfortunately, placed in the same position
as Aden. Take, for example, the island of Andamans. It is in the
very same inconvenient or conveniept geographical position. Geo-
graphically, the Andamans is nearer to Ceylon than to India. Why
does not the Colonial Government say, * Give us the Andamans? We
will be glad to make a present of it to them; we would not stand in
their way. Secondly, the commmniqué says that Aden will not naturally
fit into the new federation. Here again the question tortures me.
How can the Andamans be fitted into the federation, and if the
Andamans can be fitted into the contemplated Indian federation why
cannot Aden be fitted in; it is not very difficult; if you can fit in the
one, you can fit in the other.”

Government members did not vote. The non-official members both elected
and nominated, supported the motion and it was adopted.

On 16th September, 1933, Sir Joseph Bhore, the Leader of the House
in the Legislative Assembly, also moved, ‘‘ That the Government of India
communiqué, dated 20th June, 1933, regarding the future admimstration of
Aden be taken into consideration.”” There were several amendments on
the Order Paper. The discussion did not end on that day and was re-
sumed on 18th September, 1933, when the following substituted motion
was adopted, Government members not voting:—

¢ While recording their emphatic protest against the complete transfer
to the Colonial Office of Aden Settlement which has for about a century
been an integral part of British Indian administration, the Assembly
requests the Governor-General in Council to convey to His Majesty’'s
Government the strong desire of the people of India that the proposed
transfer should not take place.”

Since the passing of the above two resolutions in the two Houses of phe
Indian Legislature, there have been more meetings held in Adep protesting
against the proposed transfer. The proposed transfer will seriously aﬂ'ect(
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iti ho are mainly [ndians, Arabs and
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o arge.
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much disaffection but what is worse 1s want of confidence in the assuran
uc :
of Government.

APPENDIX.

"ess ¢ 06 of 20th June, 1933, was as follows: — .
%‘It'le IV);f:g?*t(lo’mn(l}:l()I::l:;lernellt have pe'cently received representavtmns) fr‘o_m
D itics among the inhabitants of Aden as well as from certain
different eom s o Jressing their various views in regard to the transter
quarters I.ndfu,_exlof Aden from the control of the Government of l'nflm
of th&'} adml'msm’utl(ggvernment. The matter is one which is now receiving
to His Maj?sz'yz of His Majesty’s Government and of the Government of
t.he "COPSI(%::lzelcotion with the imp‘ending 0()115Li{,11§i01\nl Qumgos. ‘]*‘nll oppor-
lnd}& " ‘7“ be given for discussion in the India Legislative (Jh;u'nl)crvs at
bunity WIt, wssi(‘);n :/md for all the interests concerned to state their views.
theit nc?{lx scHis Majesty’s Government think that it would be COIIVEI:HeIlt
gi‘;ng};‘ Z,onsiderations which suggest the desirability1 01f la tra;lsfm'uo‘tmtfléi
S ninistration ¢ onditions that would be entailed by such a trans
alllh?llll(lllsf)lt‘aatrlrlo'?(lednl({luzl‘lven(/(s?(l)ldtl;ﬂll:;)tmﬂtle problem can be discussed with a full
sho o .
se of the facts. ' '
kn;:(ief([;:so(:m whicd suggest that Aden should not remain linked with India

der the new constitution are, that it is an area geogmphu'ully remote
Nigst

from India; that it would not naturally fit into the new federation; that
- fro ;

X y -ial control, aud that it is in-
. :o already to some extent under Imperia rol, t .
N Lllleer;nypmctice from the Aden I'rotectorate, which has already passed
sgpara ut of Indian control. If it should be decx‘ded t.hat t}le adpmn,s-
wholy Of Aden should be separated from that of India, His )IaJes:ybs
gatlzgnﬁmt contemplate that the following conditions would be estab-
ove
tished 2 i h 1ual contribution of approxi-
ia would be relieved of the annu ppro3
(%Zl;nglITGOWOOO sterling, or Rs. 20 lakhs, at present payable tow ards
ma ) -y . Lo ", .
ili and political administration. .
th?g)m'i‘l}llzarr}i:rht ofl appeal in judicial cases to the Bombay High Court
aintained. o o ‘
wm}lde'(? Ilr\]‘f]zl:jl;sty’s (jovernment would maintam the existing I.)(’.I‘Cy
© kilsr Aden a free port unless some radieal (:hzm\ge in the plcsgnt'
o icbsituntion should take place. From their own point of v‘1u\
econo{)nandomnent of this policy would clearly in existing economic (.03-
.fl}ilsioans be financially unsound, since the prosperity of Aden depends
; its transit trade. ) o
largo}}]{'{)ll\llisjest\"s Government would do their ut'most to nwmtglltr} thei
(42 nt ISt';n(d‘lul“of administration and would not impose any additiona
sent standd

pre a course became, in their opinion, absolutely

paxation unless such

DGCOSS?\FY« ortion of Indian service administrative DCPSOHEOlIwomld he
5 o ; .. . ' took nlace.

(0)' \\IiulA(len service for some years after transfer tfm‘ttl e e

ret(‘”)ni\; ia] legislation or segregation would be permitte 3 :
6 o racli s

Majesty’s (lovernment. i
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RECORD IX—(contd.)
ADEN

Memorandum by the Secretary of State for India

1. I desire to make it clear ab the outset that the note which follows
expresses views ahout the future of Aden which I wish to lay before my
colleaguces of the Joint Committee at this stage for their consideration. The
nature of the recommendations to be made to Parliament is a matter for
the decision of the Joint Committee, and that decision caunot, of course,
be compromised in any way by anything I say now.

History.

2. Aden has been an important entrepdt of trade since early times—at
any rate since the early centuries of Islam. In 1513 it was attacked
unsuccessfully by Albuquerque. In 1538 it was acquired by the Turks as a
base of operations against the Portuguese, and belonged to them until
16830. Subsequently it was possessed by various Arab Chiefs until 1839,
when it was captured by the British with a force of 300 European and 400
Indian troops. The occasion of its capture was an outrage on the passengers
and crew of a British bugealow wrecked in the neighbourhood. The Rast
India Company, however, had already in 1829 contemplated making it a
coaling station, but at that time had abandoned the idea. owing to the
difficulty of procuring labour. Perim, which now forms part of the Aden
Settlement, had been occupied by the British in 1799 as a precaution against
the possible descent of Napoleon on India, but was subsequently ahandoned
till 1857, when it was reoccupied.

It will thus be seen (¢) that Aden has always been a place of general
strategic importance, and (b) that it has been for centuries an Arab town.

Population.

3. The population of the Aden Settlement (excluding Perim, which has
a population of 1,700) at the 1931 census was as follows:—

Arabs ... ... 29,820
Indians . .. 7,287
“Jews ... ..o 4120
Somalis .. 3,985
Europeans Lo 1145
Miscellaneous ... 331

Total . ... 46,638

Thus about 64 per cent. of the population is Arab as against about 15 per
cent. Indian. The total area of the Settlement is 75 square miles and of
Perim five square miles,

Recent history of question of transfer.

4. Speeches delivered in the debates in the Indian Council of State on
31st August and in the Legislative Assembly on 16th and 18th September,
1933, referred to the history of the various recent steps taken in regard to
Aden. Some of these speeches seem to indicate that there is a mistaken
impression that His Majesty’s Government have led up to the present
proposal by a series of faits accomplis. In order to correct any such
impressions, 1t may be desirable to summarise the rccent history of the
question and the present position.
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(i) The political and military administration of Aden has heen con
trolled by His Majesty’s Government since 1917, when it was take:
over as a war measure.. A prolonged discussion as to the financial an
administrative responsibility followed the War, and was finally settles
by a Cabinet decision of December, 1926, on a hasis financially fa
more favourable to India than preyious proposals made by the Colonia
Office; the civil (i.e., internal municipal) administration of the Settle
ment was left with India, and the political control (i.c., sole responsi
bility for the Protectorate) and military control with His Majesty’s Gov
ernment, who took over the military and political charges with the aid o
an annual contribution from Indian revenucs (of £250,000 a year fo
the first three years, and after that one-third of the total annual cost
subject to a maximum of £150,000 a year). India’s present liabilit;
under this head is about £120,000, but as Sir George Schuster pointec
out in the Assembly, it might at any time rise to £150,000. Pledge:
have been given by the Government of India from time to time that the
civil administration will not he transferred to His Majesty’s Governmen
without the Legislature and the interests concerned being given ar
opportunity of expressing their views. In 1031 it was decided, as ¢
measure of adniinistrative convenience, to transfer the administratior
from the Government of Bombay to the Government of India, and thi
transfer was made with effect from 1st April, 1932. In November
1931, Lord Willingdon and Sir E. Howell (then Foreign Secrebary tc
the Governinent of India) stated to a deputation that this change dic
not aflect the question of transfer to the Colounial Office aud was no
a step towards any other change., That statement was correet;  the
decision taken in 1931 was taken simply as a matter of administrative
convenience; and if it had not been taken, the constitutional questior
which has now arisen would have had to be considered none the loss,

(i) Until progress had been made with consideration of the presend
proposals for Indian counstitutional reform, no question arose of revis
ing the decision of 1926 regarding Aden. But as the proposals for ar
Indian Federation wiih responsibility at the centre took clearer shape, 1
became obvious that the question of Aden would have again to he
considered with a view to deciding whether the continunance of the
existing arrangements would be practicable if the Government of Indic
were converted into a Federal Government. Henee the statement ir
the White Paper that the future arrangements for the Aden Settle
ment are under consideration. On 30th May [ reccived a deputatior
led by His Highness the Aga Khan, of which Sir P. Sethna was spokes:
man. I noted the views of the deputation and gave them the assuranece
that no decision would be taken hefore discussion in the Indian Legisla
ture, and furthermorc that, whatever the deeision might be, cvery
care would be taken to safeguard existing interests so far as it lay
in the power of His Majesty’s Government to do so. At the same
time I suggested to the deputation, as matter for reflection, the diffi-
culties of fitting Aden into the proposed Indian Federation,

(iii) Subsequently, in order that the question might be discussed by
the Legislature and considered by the interests concerned with a ful
knowledge of the facts, His Majesty’s Governmeont authorised the state-
ment published on 19th June (appended to this memorandum and issuec
in India as the communiqué of 20th June, which is appended to Sir P.
Sethna's memor'zmdum), stating the considerations which suggest the
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desirability of the transfer of Aden and the conditions and assurances
which His Majesty’s Government are prepared to give if t‘r;xnsfor takes
place. Since then opportunity has been given, as promised, for full
discussion in both Chambers of the Indinn Legislature, and steps 1'1{1\'0
been taken to elicit the wishes of the Arab population of Aden itseif.

(iv) Thus we now have available all the material wqulrcd for ':1ltull
consideration of the question. KFor my own part 1 have L'mvhmy
studicd the debates in the Legislature and need havdly say that Al
attach great weight to the views expressed th_e.rem', but l'h:ne ‘nl,slt;
had to consider most anxiously the whole question in the light o(i' ‘nn
the facts, the various and extensive interests involved, and the views
expressed in various quarters.

Difficulty of placing civil administration under I{ldian Federal (jovcrn.mvcnt‘
5. The debates in the Indian I_Jeglslature indicate tl)_nt tl3(\ tl"uq ll‘ltll‘l(l'
of tho difficulties of fitting Aden into the propos:(‘\d Indian ¥ i\‘domtm}l Illil},
not have been fully appreciated._ The only <_111‘ﬁ(-1‘11ty }11(;11»101}0(1 n t l‘(,‘
debates was the fact that Aden is now a Chief Commissioner s P'mvvlll-lté
directly under the Government of India, :m.d members n:\tu1‘allv§).;\s:n.t
why this difliculty could not be met by retlhn'mn;; Aden to) th‘(j (xOTtv,lnlilth.'
of Bombay and making it again par.t of the(li(:)mlmy Ires}.f(ﬁm"‘. 1t ri:
therefore desirable that 1 should explain more fuliy the underlymmg reaso

- for the assertions in my statement of 19th June, that Aden ** would not

naturally fit into the new Fede.l‘:lfjio{l, that it is ;111:13;1(1__\' t;)‘ s(nni (\C#\tﬂ]ﬁ
under Imperial control and that it is inseparable in ])1:1('}1<;3 1x‘(A)m t'1 /t} o
Protectorate, which has already passed wholly out of Indian control.

They arc as follows.

It would be extremely difficult, if not impossible, to make a Cl?illl s,e%)a‘-
ration between the Arab town of Aden and its Arab hmtor‘lnnd, the Ai fat.l
Protectorate.  Similarly, it would }»c 111};)1':1(:t191h10 to cﬂectl a comlpqcn((i)
divores shetween the eivil zulministra:lorll ()f ttl}lle b;:(t)ltil:te‘;:itzn otnnctﬁgeogl‘ler
and the political and military control ot the te g : .
For nmny] purposes the whole area forms a single vtxt}i?li. t‘&li)geilllress;ftrt;ﬁgg
is a condominium, the civil administration of the Settlen end < gdefenc() od
from Delhi, the political control of the I"rotevctor‘at_e an . t)e \'-ltm;qny
both being placed directly undgr His ;\I.aj(:‘s;t)'s _(;mexlmmln . ilA ‘tof ;ﬂ,is
thero are very great practical (11fﬁqlxltles mvolv.'e?l in a conc ?11.11}1)1 n‘;t s
character. The only reason w}xtv‘lt works eﬂlmcl}tly 111'21(\rct1'c0.t;1 m( Hi.s
that in the last resort the (lcmslml] of :1]1ﬂque;t1«?2:“:112;;11&\Ie;dia n His
Majesty’s (}1)\'01'11111011_L. "J'hl's 1S 80 lo(-uus.e v 1ov ]xo\‘“m0 o Mot
its present constitution 1s in the last ma\«?xt su )[)L()’. : ° v (")\~;x1*,111l611t N
Government. But when the (Jo‘vqumcn't of India ecotnes 1 (: mment 1
which responsibility for the civil administration of (,ll}&,j v,m_m).,\ ’
Provinces I Ministers, the position will be entirely different an
:lfsv(]lli)x?ie;ofs(t; 2(1))1(1)lel, whi(-.h’is just workable at present, \\'omldt}?ecolrrlle
entirely unworkable. This objection would not be removed, but on : c;) -
anvthing be strengthened, if Aden were made a part o
‘ der the new constitution. Furthermore, for defence
sssible to make a distinction between the ‘Pro.
tectorate and the Scttlement, and it is therefore ossential that the ‘defence

e 1t . s well as of the former should contmue to he a direct re-
of ﬂ‘? .h}ttt‘/l f‘s}’;‘is h};tjesby's Government. But a contimuance of the
eponslhlll.tyi y wiler(-by dofence vests in His Majesty’s Government in
P;e;ZE: obfy?olznéettlcmént as well as of the Protectorate, would become con-
res

F3

trary would if
Governor's Province under
purposes it is obviously impc
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stitutionally anomalous if the Settlement became part of a semi-autonomous
Indian Federation. Such a constitutional anomaly would be removed by the
retransfer of military control to India but this solution is ruled out by the
reguirements of lmperial Defence.

Imperial Interests.

6. The strategio position of Aden, and its importance from this point of
view to the Empire in the East generally and not merely to any single
Empire unit, is a strong argument for control by the Home Government,
This by itself might be viewed as a decisive objection to the retention of
the existing condominium when once the new constitution is established in
India. Aden, in fact, besides its importance to the Empire as a refuelling
station, is of greater general strategic importance to Imperial communica-
tions and to the fimpire as a whole than to India by itsclf; maoreover, Aden
gSettlement plus Protectorate, which for this purpose are an integral whole)
is of political importance with regard to Arabia.

Arab Interests.

7. One of the most important factors to be considered is the interests of
the Arab majority of the Aden population. In the Indian Legislature
reference was made to resolutions against transfer purporting to represent
tho views of the Arabs us well as of the Indians. Bt since the publication
of my statement of 19th June, the object of which was to elicit Arab as well
as Indian opinion, T have been at pains to obtain from the Chief Com-
missioner a report on the real wishes of the Arabs. The Chiel Commissioner
reports that ?;he Arab community are as a whole satisfied with the existing
state of affairs (i.e., with an administration controlled through the Gov-
ernment of I.ndla by His Majesty’s Government), but that they view with
grave misgivings the possibility that the Government of Aden .mav bhecome
Indlan}sed as the result of constitutional changes in India, and fear the
subordination of Arab to Indian interests; and (since a continuance of the
present state of affairs would in any case be made impossible by the forth-
coming Indian Reforms) they would on the whole prefer that the adminis-
tration of Aden should henceforth be controlled by His Majesty’s Govern-
ment direct.

Fear of racial discrimination,

8. One of the fears expressed in the Indian Legislat
erwn Colony Government lndians would suffer frg(;)m r;lcrie;lw(;l?sct'}ilr"rllzrrggigslr
This is really answered by the categorical assurance which I ga;vo on 1%};
June that, as one of the conditions of transfer, ‘‘ No racial legishtion'o
segregation would be permitted by His Majesty’s Government.’’ r‘l‘her s
no parallel at all between the situation in Aden and that in Kenya v f ll:
has been referred to in the debates in the Indian Legislature e e

Financial effect of transfer.

9. In the Council of State debate, Si .
civil administration of Aden is tran’sf‘zrl;efll), ' ISnedti};n%v:“ll]%gelztzdI{'ha’g’ 1¥ lt;l;le
revenue from salt, income tax and super-tax, to set off a :i tst.h 0 lakhe
on the military contribution. This point was dealt with by Sir G. Schuster
in .the ‘Legls‘latlve Assembly. India would save the miligc;{r r ‘x. : (:blu:' er
which in 1930-31 was £150,000 (20 lakhs), in 1931-32 £13%&())(1)1 ri 1:1 ion
?'932-33 about{ £120’000 (according to the preliminarv ﬁgureg)’ u,dani ‘;l';
in any year rise again to the maximum of £150,000. On the 4;vilern}1wr:1<ll gm
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gards the civil administration, she would hand over an a_pproximately
en balance. The actual figures of civil revenue and expenditure for the
ars from 1927-28 to 1933-34 arc as follows:—

Years. Ttevenue. Expenditure. ‘S;}I(Ifljil::t
Lakhs. Lalhs. Lualkhs.

1927-28 7-46 13-69 — 6-23
1928-29 10-86 12-23 — 1-37
1929-30 .. 12-18 11-16 + 1-02
1930-31 10-28 12-46 — 218
1931-32 12-04 11-39 + 0-65
1932-33 (rovised) ... 13-64 11-02 + 2-62
1983-34 (budget) ... 12-22 11-36 + 0-86

For these seven years the average balance is a deficit of Rs. 0.66 lakhs,
., if the year 1927-28, which was abnormal, be excluded, a surplus of
s. 0.27 lakhs. For the year 1932-33 there was a comparatively large
irplus of Rs. 2.62 lakhs, due to the rise in income tax receipts in Aden
\ that year. There was a small and precarious surplus in 1931-32 of
s. 0.65 lakhs and in 1933-34 (budget cstimate) of Rs. 0.86 lakhs due to
strenchments.  The only qualification of the statement that an approxi-
ven halance would be handed over is that some part of the income
dia in respect of Aden may be lost under the provisions
double income tax; the Government of India are naturally
but say that they may

lately e
wx paid in In
or relief from
nable to give any exact estimate of this figure,
ave to lose a lakh or two.

Effect of transfer on trade,

10. It has also been suggested that it Aden is transferred, Indian trade
ould be lost and Indian merchants would leave and that this has been
he result of the transfer of Somaliland to the Colonial Office in 1905. (Prior
o that date Somaliland was administered by the Resident at Aden from
884 to 1898, and by the Foreign Office from 1898 to 1905.) It is stated
hat traders (Indians, Jews and Arabs) have 'le_ft the Somaliland ports owing
o high taxation resulting from costly .admmxstratlon. However this may
e. there is, as a matter of fact, no basis for the comparison bet‘ween Aden
n’d Somaliland. I understand that a reason.why the Somaliland PQPtS
ave decreased in prosperity is the difficulty in that country of levying
jrect taxation, owing to the unruly ch;n'acter of the inhabitants, with
he conscquence that the administration is the more dependent on import
luties. s eoxactly the reverse, as Aden is a

But the position at Aden 1 . . . .
ree port and the cost of the administration 1s met by direet taxation.

Effect of transfer on Aden salt.

at Aden fear that their interests would be adversely
ffected by transfer. The position is that salt made in Aden is at present
xempt from the additional import duty in India l_mposed by the Salt
Additional Import Duty) Act of 1931, as amended in 1933, and accord-
ngly shares with salt made in India the advantage of a prefergnce over
‘ther ¢ foreign 7’ salt. Under the operation of the Act f)f 1931 this prefer-
mee was 4} annas per maund, but by the Aet of 1933 it has been reduced
o 2} annas per maund. 1f Aden ceased to be part of India and no
made to Aden salt, it would lose this preference. This i1s

F 4

11. Indian salt firms

oncession were
19356



166 RECORDS OF THE JOINT COMMITTER

20° Novembris, 1933.] MEMORANDUM BY THE [Continued.
SEORETARY OF STATE FOR INDIA.

not a matter in whieh the Secretary of State can interfere, as he is
precluded from doing so by the Fiscal Convention. 1f Aden is separated,
it will be for the Indian Legislature of the future to decide what terms
should be accorded to salt from Aden. The concern shown in the recent
debates in the Indian Legislature for the commercial and othor interests of
Indians at Aden seems to give some ground for hoping that, as 1 sincerely
trust may be the case, the Legislature would not be unresponsive to any
appeal on behalf of the Aden salt manufacturers.

Misunderstanding of the assurances in the statement of 19¢h June.

12. The conditions contemplated by His Majesty’s Government in the
statecment of 19th June in the event of transfer are in my view generous
and ought to meet any reasonable apprehensions on the part of the Indian
interests concerned. The speeches in the TLegislature showed that there
are certain misunderstandings as to the meaning of these conditions. Those
regarding the contribution and the promise that there would be no racial
discrimination have been dealt with above. Assurance No. 2 that a right
of appeal would continue to lie to the Bombay High Court, has bcen
included among the assurances in the intcrests of Aden litigants. An
undue amount of attention has, I think, heen directed to the qualified
form of assurances 38 (maintenance of the free port) and 4 (maintenance
of the present standard of administration without imposing additional taxa-
tion). As regards 3, I would emphasise, what is sbated in the assurance,
that from the point of view of His Majesty's Government themsclves the
abandonment of the policy of a free port would clearly in existing cconomic
conditions be financially unsound, since the prosperity of Aden depends
largely on its transit trade. The assurance that the policy would be main-
tained was only qualified by the words * unless some radical change in the
present economic situation should take place.”” I think that critics of this
qualification may have overlooked the word *‘ radical.”” Assurance No. 4
“not to impose any additional taxation’’ was qualified by the words
‘““unless such a course became, in His Majesty’s Government’s opinion,
absolutely necessary.”” This is an obviously necessary qualification, as His
Majesty’s Government could not bind themselves in such a matter for ever.
The wording of assurance No. 5, ‘ A proportion of Indian servico adminis-
trative personnel would be retained in Aden service for somo years after
transfer todk place,”” has been misunderstood. The meaning was that a
proportion of the administrative personnel at Aden would continue to
bolong to the Indian Service for some years. In the Indian Tegislature it
has been interpreted to mean that only a proportion of the Indians at
present serving among the administrative personnel would be retained for
some years, and that the remainder would he sent away. In order to make
more explicit the meaning of this assurance, I may say that His Majesty’s
Government are prepared to give an assurance that, in the event of the
transfer of Aden, all Indian administrative personnel serving in Aden at
the time of transfer would be retained on the terms of serviee under which
they were then serving, subject only to modification by mutual consent;
when vacancies occurred, Indians would remain eligible for appointment
(though there would be a gradial substitution of Colonial Service officers);
it would be understood that all newcomers to the Aden Service would be
appointed on definite terms to be agreed upon in each case, and would
have no claim to Indian conditions of service, unless these were specially
imported into their agreements or letters of appointment.
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Additional assurance.

13. His Majesty’s Government are also prepared to ;:iv'e‘ a sp(tcxﬁc
additional assurance that in the event of transter Indian British subjects
would be allowed to enter the Protectorate under precisely the same con-
ditions as any other British subjects.

APPENDIX,
STATEMENT TN ANSWER TO A QUEsTION BY MR. DaAvID GRENFELL N THE House
or CoMmons, Datep 191e JuxE, 1933.

Srr 8. Hoare: His Majesty’s Government have recently recelveddrepre-
sentations from diffcrent communities among the inhabitants of A e}l as
well as from certain gmarters in} l.ndla,. expressing their various "\]C“.S }1‘11
regard to the transfer of the administration of Aden from the control of the
Government of India to His Mu]cst:y’s Govo‘rnmun_t. ']:}1<“x11;1tte1~ Is one
which is now receiving the consideration ()f.HIS ,\1;}10%)' s_(.m'ernn?ent' and
of tho Government of ITndia in connection mthvthe 1_mp(>1‘1(11n;_( ({()I]SFltlltlol)'zll
changes.  Ful) opportunity will be given for discussion in the Indian legis-
lative Chambers at their next session an(! for all the interests cplxcel‘ned to
state their views. Meanwhile, I{I.S MaJosty's f}overnment think .tha_t'li';
would be convenient that the consideratious u'}.ngh suggest the desxr:mbl}lt.(sl
of a transfer of the administration and the conditions that would be entaile
bv such a transfer should be made known so that the problem can be
discussed with a full knowledge of the facts. ' .

The reasons which suggest that Aden shomld not remain linked with
India under the mew constitution are, that it is an area geo,‘:rr:lplxl(iull)f
remote from India; that it would not naturally fit into the new federation;
that it is already to some extent under Imperial cn_ntrol, and that 1? 1;
inseparable in practice from the Aden Protectorate, which has alr}e:a_dydpa:ssgs_
wholly out of Indian control. 1f it should be decided ’f,hath. el\‘}‘ _m‘znys
tration of Aden should be separated from that o.f.Indla,' 1:]5 ) .uestyb_
Government contemplate that the following conditions wou e esta
fished '(1) India would be relieved of the annual contriblution of .a}?pl‘O)}(l-

mately £150,000 sterling,dor_Rs;c 2(1.lakhs, at present payable towards the
ilitary and political administration. .
ml(121§ l’11‘}},1(;11'igh}t of appeal in judicial cases to the Bombay High Court
aintained. o '
W(Z;;dﬂhf, X;I':ljesty’s Government would mair}tain the existing pohcy of
making Aden a dree port unless some I:adlcal change 1n the present
nTic gituation should take place. From ‘thelr_ own point o'f view
:}clgngbandonmcnt of this policy would clearly in existing economic con-
ditions be financially unsgund, since the prosperity of Aden depends
ge its transit trade.
lal(i;]);{i(;.nhlnjesty’s Government would do their utmost to maintain the
present standard of administration and would not impose any ﬂd(‘lltlona!
taxation unless such a course became, In their opinion, absolutely
lwz;ss/tr);)'roportion of Indian service administrative personnel would be
retained in Aden service for some years after transfer tOOI.{ place. '
(6) No racial legislation or segregation would be permitted by His

Majesty’s Government.
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RECORD X

The following Memoranda were handed in by Indian
Delegates before leaving England

1. Memoranda submitted by Sir Akbar Hydari

GENERAL
FEDERATION.

The purpose of this paper is to state shortly the views of the Hyderabad
representative on Tederation and his comments on the White Papér. It is
h(_)pad that a concise, although not perhaps exhaustive, statement of this
kind may be of usc to the Joint Select Committee in its deliberations.

Parr 1.—GENERAL.

1. The object of the State is and always has been whilst preserving the
sovereignty of H.1.H. the Nizam to co-operate to the hest of its ability in
furthering the interests and political development of All India under the
wgis of the British Crown. In our opinion, this object can he achieved
and perhaps only achieved, by the establishment of an Indian Federatiori
on the general lines discussed during the past three years, provided always
that certain fundamental conditions are watisfied. Tt is not without interest
to note in this connection a Memorandum written by Sir Akbar Hydari,
on the 2nd October, 1930, entitled Tederal Scheme for India,” which will
be found at p. 181 This shows clearly the general lines mpon which the
State has appronched the problem from the outset.

9. It is hardly necessary to say that one of the fundamental conditions
referred to above is that the Federal Government in favour of which the
States will be part'ing with some of their existing powers shall have responsi-
bility in the excreise of such powers. Responsibility to a substantial extent
<o that the States will be able to exercise a real influence
through the representation which they will have in the Federal Legislature.
Another condition is that the Provinces, and not only the States, should
possess & sufficient degree of autonomy. Taw and Order is not made a
federal subject in the White Paper and it is essential that it should remain
a unit subject. This matter is also doalt with in Sir Akbar Hydari's
Memorandum dated 23th May, 1931, and entitled ¢ Memorandum on Central
Subjects,”’ which hegins at p. 1r5.  The White Paper as it stands is in
1 with the State’s views on these points.

3. Another fundamental condition is that the Covernor-General and
the Governors shall be appointed by His Majosty on the advice of his
Ministers in the *United Kingdom. This is, of course, the intention under
the White Paper, and no doubt it will be clear under the provisions of
the Act. The same remark applies to the Commander-in-Chief and the
Judges of the Federal Court.

4. 1t 1s vital that the relations of the State with the Crown in the
United Kingdom should be safeguarded and preserved. The White Paper
deals with this point (a) by the reservation of Defence and external affairs
to the Governor-General acting in his discretion and under responsibility
to the Secretary of State, and, through him, to Parliament; and (D) by the
exclusion of these relations from the Federal sphere except in so far as
acceptance by the State of Federal powers and jurisdiction brings them

within that sphere.

is also mecessary,

general aceort
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But the State feels strongly that any alteration of the present scheme in
the direction of allowing a combination of the functions of the Federal
Court with those of a Supreme Court would be unaceeptable,

9. We are not dealing in this Memorandum with the important subject
of Railways, because a separate Memorandum on this head is bheing laid
before the Committee.

10. One more general question requires consideration. It would be im-
possible for the State to accede to tho federation unless it was plain
beyond doubt from the constitutional documents that the sovercign status
of H..H. the Nizam was fully maintained and preserved.  One illustration
of this is to be found in the question of administration. Throughout the
Round Table Conferences the discussion as to the division of powers between
the Federation and the units proceeded upon® the basis of a clear cut
distinction between policy and legislation on the one hand and administra~
tion on the other. The first eight subjects in Appendix VI, List 1, of the
White Paper were, of course, then treated as outside the federal category,
but leaving those subjects aside for the moment, most of the subjects which
now appear in the federal list were described as being federal © for policy
and legisiation » only, and it was on this footing that the State envisaged
the question of accepting any given subject as federal. The distinction has
heen dropped in the White Paper, but the State desires to make it plain that
it adheres to the substance of the conception and desires that it should,
as far as possible, bo realised in practice, whatever form the constitutional
provisions may take. While the State is prepared to agree that IFederal
legislation on certain subjects shall have effect in the State, the State
could not agree to a provision for the formal cession or transfer of admini-

stration to the Federation. Administration falls, broadly, into the follow-

ing parts: (1) The laying down of detailed regulations for giving cffect
to a statute and the activitics of a central department or oflice, including
the issue of explanatory circulars and other written matter; this may be
described as cemtral administration. (2) The actual carrying out on the
spot of legislation and regulations by means of officials and otherwise; this
may be called local administration. (3) The functions of inspection. Whilst
(1) may properly be the function of a central authority the State wishes,
generally speaking, to keep (2) completely in its own hands in regard to
the subjects which it accepts as Federal. With respect to (3) it would nob
object to normal routine inspection, by arrangement with the State, on
behalf of the Governor-Genmeral acting in his discretion,

Other illustrations of a different kind, where the sovereign position of
the Nizam is involved, arc found in the subjects in which the State will
have to reserve to His Exalted Highness the right to mint his own coinage
and issue his own stamps. These examples are not, of conrse, intended to
Le exhaustive but they are given in order that the Committee may have
an indication of points in which the sovereignty of His Exalted Highness
is manifestly concerned. As to such matters in particular the State would
wish the Committee to be in no doubt as to the attitude of the Stute.

Parr 11.—Derainev CoMMENTS ON WHITE PAPER.

These are dealt with below under the numbers of the White Paper Proposals.

Proposals 2 and 3.
The State refers to the Secretary of State's answer to Question 7895 in

his evidence before the Joint Select Committco and reserves its right to
comment on the drafting of these Proposals. The same ®bservation applies

to Proposal 7.
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In Proposal 3, third line, delete the words ‘‘ or otherwise.’”’ The State
understand that this is accepted—(1'ide Question 7703).

The State asks that the Preamble to the Act should mention explicitly
that the rights of the States and their relations with the Crown remain
outside the Iederal sphere and subject to the present regime except in
so far as alteration is cffected by the State's acceptance of Federal authority
—(Vide Question 7738).

In the last seutence of Proposal 3 it is suggested that the * obligations
of the Crown should be referred to as well as the *° powers.”

’

I’roposal 18 (e).

The scope of this special responsibility should be made clear. Having
regard to paragraph 29 of the Introduction it appears to be thg intention
that Proposal 18 (e) should cover, and cover only, discrimination of the
character defined in Proposals 122-124.- As drafted, however, Proposal 18 (e)
is wider as regards space and persons and possibly narrower as regards
the limitation introduced by the word ‘‘commercial.”’

Proposal 18 (f).

The State asks for the addition of the words ‘“and vital interests”
after *‘ rights ”’ in White Paper Proposals 18 (f) and 70 (¢). It understands
that this has been accepted—(Vide Question 8669).

Proposals 28 and 27.

The State refers to ‘White Paper Proposal 24 and to the Secretary of
State’s answer to Question 7199 that the Ruler of a State may vacate the
seat, of a member of the Council of State appointed by hLim. The State
desires this to be so, but it is not clear that the White Paper Proposals
do in fact enable a member of the Council of State to retire or the Ruler
of a State to vacate the seat of his nominee.

The State suggests that a new Proposal should be inserted after 27 :—

“27a. A member of the Council of State appointed by a Ruler of
a State shall vacate his seat if called upon so to do by notice in writing
from the Ruler of such State.”—(Vide Question 7199).

The State has the same comments to make with regard to the retirement
of a nominee to the Assembly appointed by a Ruler of a State and suggests
the insertion of a new Proposal 30a as follows:—

“ A member of the Assembly appointed by a Ruler of a State shall
vacate his seat if called upon so to do by notice in writing from the
Ruler of such State.” ’

Proposal 26—With regard to the strength of the Federal Legislature.

oy vy

For “ 260 7 . 1007, gy . “ 60 o "
or = 260 substitute —=— ° for 150’ substitute 36 >and for 100

« , 60 .
407",
24
Delete the last two lines from ““ and not more ”’ and substitute a clause
providing that any deficiency in the full number of members appointed by
the Rulers of Indian States will be made up partly by members nominated
by the Rulers of the acceding States and partly by the Governor-General in
his discretion.
The State is submitting a separate Memorandum on this subject—(See
page 189).

substituto
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Proposal 29.
Substitute ¢ 150V for ¢ 375, “ 100 for ‘250, and 50" for ¢ 125.”

Add at the end a similar clause to that suggested under Proposal 26 . -

above.

Proposal 34.

Insert in Proposal 84 (f) after the word ““ having " the words ¢ otherwise
than as a member of the public.” Further it does not scem clear as the
Proposal is drafted what it is to be the effect of disclosure or when or to
whom it is to be made.

The same points arise under Proposal 84 (f).

I'roposal 102,

Insert “ (a)’” after the words to make rules” and insert at the end
of the first paragraph:—

‘“(b) prohibiting, save with the prior consent of the Governov given
at his discretion, the discussion of or the asking of questions on matters
connected with any Indian State.”

The State understands that this suggestion is accepted—(Cf. Proposal 52
and Questions 8670, 8671).

Pyroposal 110.

The State refers to this Proposal and reserves its right to comment on
the words in brackets when it sees what is proposed—(Vide Qfestion 8673).

Proposal 111.

The State refers to this Proposal and to the words “ (exclusively federal) ”
following the words ‘“ List 1’’ in Appendix VI.

The State understands that it is the intention of the White Paper Pro-
posals that the States shall have concurrent powers of legisiation with
respect to subjects in Appendix V1, List I. It therefore seems neccessary
tu delete the word *‘ exclusively ” from the heading of this List od p. 113,
and it would also be advisable to delete the same word from the heading of
List II. The mutually exclusive character of the powers of the Federal
and Provincial Legislatures with respect to the two lists are sufficiently
provided for by Proposals 111 and 112.

The sentence in Proposal 111 beginning * Federal laws will be applicable ”
calls for consideration. It is thought that the words ¢ Federal laws’' are
intended to cover any Federal law validly made with respect not only to
a subject in List I, but also to a subject in List II1. Whether this is
so or not, the position should, it is submitted, be made plainer. TFurther,
it is presumably intended to convey by the word ¢ applicable " merely that
the Federal laws in question are to be personally binding upon British
subjects and servants of the Crown within any part of India outside British
India, and upon Indian subjects of His Majesty anywhere outside India,
so that if and when they return to British India they can he held answer-
able for any breach of the law committed outside. Just as it is obviously
not meant that Federal laws would be operative as the law of the land, or
enforceable, outside India, e.g., in France, so also it cannot be intended
that Federal laws with respect to a subject not aceepted as Iederal in the
Instrument of Accession should be so operative or enforceable in a State.
But it might be held that by acceding to a Counstitution containing a clause
of this character a State undertook, as regards British subjects and servants
of the Crow_n, to apply, or allow the enforcement of, all Federal laws
without distinction. The State thinks that the language of this passage
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i suggests that if the point just raised is not
sh;)luld‘l‘)e ,,:icboﬁsffsjih Zﬁguld él%e added to the effect that nothing in the
Olt erw;;lea“ Be deemed to confer upon the Federation any right, or to impose
?,?:jen State any obligation, to give effect il} a State to any Federal law
nf)f, operative in the State under the preceding sentence in Proposal 111.
Proposal 117. .

Tor * subject” 1n line 2 substitute “ matter ’ and delete the words

g aud < subject’” in line 4.

Proposal 118. '
. . . s is Proposal should be deleted. Tt is to be
The ht;xte]sjlgigfgtzszﬁlags t(lllrifted Iapplies only as between Federal Acts

noted )th“_‘t “‘i A(_tf inasmuch as the question of exclusive powers does

and Ji:()‘lr.‘(lnb t\\v,e;~’11 the Wederation and the States. Apart from this
nob arise A% g 1imlit of this sort is laid down an Impasse might result if
point, I & L111\n‘ 1 Legislature acting within its powers dealt with the same

o8- the Fcz}(’l‘ain;q&l’id but unimpugnable Provincial Act in a manner

SUI)J??%?;@ “]-?t:h jt( It must be possible to challenge validity at any time.

INCONSISTe ; .

: 28. )
P'rop()ﬁ“(‘ll ,1“‘1. «« Governor-General » in lines 1 and 6 the words ‘ acting
: Inﬁ(“t'd -( ion.”” In line 4 substitute ¢ by’ for ¢ through the agency
m .hls dvlscf‘e;l(fd;ral Jegislation ” for ‘“any Federal purpose.” Add at
of  and « T; ¢ yrovisions of any agreement made in pursuance of this
the endl: hall Zollong as the agréement remains operative, have the same
})rr(;zoi{;,ds(,;}‘e-ét as the provisions of the Constitution Act.”

0 il

oposals 131 and 132.
P1';)“]I:e offect of “these Proposals would apparently b?. to tl‘ﬂI’I‘Sfel‘ to ‘th:;
' Provincial Governments and to the (nov.ernor-ugneml an
all State property, and all powers in relatxox} there'tO
Secretary of State, subject to the exceptions laid

- with regard to railways and property outside the Fede}al an'd
down wilh heres. Presumably the property and powers t1:ansfe1red .\Y‘ln
Provincial sp . works and other property pertaining to Defence.  As tae
includo mll-ltt‘drﬂ thev would appear to place the property and powers in
Pmp‘.)s“ls. 5 :L‘lno hanhs of the Tederal and Pl‘OVi.nCifll Governments as such
question m‘ l't}‘(,-'xti(m 1t appears necessary to indicate that property and
without q“‘“-ltt' '1‘ to the Reserved Departments  are \jested‘ in the
powers =\l(")“‘/‘ Ll.\:luliln{l, subject to his discretion.
Governor-Geners

Federal and
Provineial Governors
now exercised by the

a special capacity and

poposal 134, . '
! 'Io;’m”f]]d be preferable that the last few words of this paragraph should
WO i

i i 5 ll’ldi{l.”
2 IOVIIlClal revenues O
ren(l “on 8411 the F(,(]Crﬂl and jid € {

Proposal 1306.
Read :

“ R ucs dori\'(‘d from sources mentioned mn Ap})endlx V[, Lists IT and
cvenues ! : . )
]] | 1 o rOV 1T ('llll v ues. ‘ )
. b ‘1”0(:«1t()(1 as pro > reven €‘ . - i ‘
”’ R“el‘lll n “ d("l’i\'ed fr()n) sources m(}nbmned n A\ppelldh\ \ l‘. I;IS I
; / s sne o
but in tl mslsg of States only in so far as they have acce])tul sueh sources
1 1¢ CASe w2 B . i e !
( llf 111 I l]) Wi]l be a“OC«‘ltC(l as deeIdl revenues; })Uhf 11‘1 th(} (.d‘ 5053 ()&( .
g of this is to avold use of the words " excinsive
The pose amendment s to av 50 ¢ s :
h purp S| f 1

i inc as regards States.
power ”’ which are incorrect g
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Proposal 139—Allocation of Revenues between Federation and Provinces.

In the Marginal Note, for * taxes on the income of companies’
substitute ¢ corporation tax.”’

In the first paragraph delete the words:  less than 50 per cent. nor '’
and substitute ‘“ 50’ for *“ 75."”

In the last sentence beginning ‘‘ But the Governor-General’’ insert
after ¢ discretion ” the words ¢‘ from time to time and for such period

as he thinks fit >’ and substitute for ‘‘ these reductions”” the words ‘‘ the
programme of reductions.”

Proposal 141.

Add at the beginning:

“If at any time the Governor-General having exercised his powers of
suspension under Proposal 139 is of opinion in his discretion that all
reasonably possible economies have been made and that further indirect
taxation is not in the public interest and that Federal expenditure cannot
be met from the resources available to the Kederal Government he may
declare a state of financial emergency and thereupon during the continuance
of such emergency .

In the last sentence beginning “ But the States ”’ for the words after
‘“ counterpart to”’ substitute: *‘ any addition to taxes on income in force
from time to time above the level prevailing immediately Lefore September,
1931, and not exceeding in rate the special addition imposed in September,
1931: though the special addition imposed in September, 1931, will in other
respects be deemed to be Mederal surcharges.”

““ Prescribed busis V' : Reference is made to the Secretary of State’s
answer to Question 8401 and the right is reserved to comment on the
basis to be prescribed when formulated. 1t is suggested that in fixing
the contributions of the States regard should be had to the population of
the States and the known superior taxable capacity of the Provinces. In
any case it would be desired that the basis prescribed should not involve
investigations into the taxable capacity of individuals. ‘

Proposal 142.

For the words: ‘‘taxes on the income or capital of companies” und
‘‘ taxes on companies '’ substitute in each case ‘‘ corporation tax.”

For the last sentence beginning ¢ Any taxes so imposed ’’ substitute:
“If any State so elects the liability for corporation tax attributable to
companies in the State will be assumed by the State and the amount of
such tax will be collected directly from the State by the Federal Govern-
ment and not from the company.”

Add at the end:

““ The profits or income of a trade or business carried on by or on behalt
of a State-member, including the profits or income of a company owned
and controlled by a State-member, shall not be liable to or be taken into
account for the purpose of the calculation of corporation tax.”

Insert in a general interpretation clause the following definitions:

¢« Corporation tax’ means a super tax (being an additional duty ot
income tax above the standard rate of income tax for the time being in
force) on the income of companies. ‘Income tax ' and ‘taxes on income’
do not include corporation tax.”

Proposal 150.

Insert after the words ‘ provision will be made ” the words ““in the
Constitution Act.”
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Proposal 151.

3 I3 65 3] fOl' [ 62.7) .
S‘lbbtl"t‘“tf stated the State assumes that the membeys of thg ISdgtra(;
o alfﬁ”{)e‘ t\ppointed by His Majesty on the advice thh‘ISl 131e

%?urtlm‘:]l \[inist:ers The terms used in the Act should make this clear.
ingd B .
Ed
Propoesal 153. e Judee of a
i ¢ at least five years a Judge

ot aftor the words in (@) < has been for at lea ve ) dgo

[“:quF-‘llli(ili«r%}l‘u(‘(‘:]x:)l‘t v the words ¢ or of the High (Jf)urt of a State. .
Charpetes 1l 'm,ordg in (e) “of any High Court or of two or more gigh

D e ‘."(‘QGil;)n » and substitute ‘of any Proymmal gr. btz,\)t;e g
gmts )1111 o?t;;two or more of such High Courts in succession.

ourt, or )

) 55. . | | |
ITIU‘}O:lul 11:::11‘1311 line after the word “ Act” insert the words ** or of any
benmon ion.” ’ide Question 30676.)
drnment of Accession.”—(Vide . o »
I";‘\t; ”t,llm “ctnd of sub-paragrapl (i1> insert the same pllglxsmr(ll ‘llzltgg)p‘utles
1€ ¢ arag o o et 4194 & 5.
as appears under sub-paragraph (i)—(See Questions 14 an

>roposal 156. ] o - ‘
1 ,lmol'(l o and 3, for the words or any Eftat_e -(J.O-ult)v 'slul(kl)sri,\ntult{iezlué

o 1‘1‘1Ls y 'n} State Court of ultimate _]lll‘lSdlLth)I] "1. ames 8
ol ﬂlomv‘)lr(iyq i ()rJof the High “ourt of the 11‘0\'mu’3’ or S
:\llll?st’i]txféz‘ fthls v‘;(gl'dé ¢ or of such Provincial or State Court.

Proposal 158.

For this Proposal substitute * ]
King in Council from any decision o1
Federal Court.”

g le wi leave to the
@ qy appeal will lie without
\ “opinion (see Proposal 161) of the

- 160. or
P'10 pOsatl' ¢ the end the words ¢ the enforcement of the Orders
nsert  a

i /i ] Instru-
i State will, unless the In
Federal Court within a_ t ‘ , sue Inetros
J\ldgminfi c()efss;'o(l::l3 otherwise provides, remain with the Stat&f’,.the n Jino S
ment ° ft C « Iederal Court’’ the words ¢ and_ d001§1onsto iihe, Fe(;eral
mSOrt.la U' opeal from the Federal Court.” In line 6 lm(irf a ;he Federal
80““51” (::Tl:l\\lm‘:ls' ¢ and of the King in Council on appeal from
our y words ¢

Court.”’

Proposal 161 ici ” ide Questions 8678, 8679.)
Delete th‘e avoyrd i";\:StiltmI;:ltl.esil'flee tl?at; the valuable power ):ix'efptl'}‘:‘;
hu the Matfis N l=rl'1te in the same way as, .8, under bect;ﬁg Mn(:i e
vided for shollf ope (“ourt Act.  The hearing .s}}0111d bhe public : i
Canadmn.bupxel‘ne -t/shouhl be a reasoned judicial prono‘uncer.nlen RN
opinion Oilthi”g‘:‘;‘e of private advice to the Governor-General wo
thing in the 1%

. e !
i ignity a character of the Tribuna
i iste ith the dignity an
clearly inconsistent Wi
contemplated.

Proposal 192.

Insert in the firs
India.”

ity ' ““in British
t line after the word ¢ authority ” the words ““in Bn
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ArpENDIX V *
Subject 3. * Y R I

Th ect Should be amended by the addit € bh“lrn
is sub d ion at the end other

naval, military and air work
paval, Talitary, s of the armed forces maintained by Rulers of

4

Subject 5. ®

This subject should be a iti
(o jis sublect shoul mended by the addition at the end of the words

Subject 7.

The State suggests th 1t
oo o State g at a general definition should be included in the Act.

« Feclesinsti . .
cclesiastical Affairs ’’ means affairs relating and incidental to the

provision of Chrlstlﬂ. & P &
n £ S m
reli 10U inistrations for ersons in t]le service

Subject 9.

The State suggests the following amendment: —

Add after ““i i
r ‘““into India’ the words *“ (other than immigration of

persons entering India for th .
by a State).”’ e purpose of taking up employment in and

Subject 12,

The St i
ate suggests the following amendment: Insert in paragraph (a)

after ‘“ of the State,”? ¢ i 3
behalf of the State.” construction of Railways otherwise than by or on

The State further submi i
. ts with regard to th i
%vgzsgf.ﬂ%vyays a separate Memorandum entitled “eRgfl%ve:asl Rz&llwa_vs and e
Sonst! u llon. I"r'oposals .of the State of Hyderabad ”‘gr o whi the rederal
ional provisions desired by the State on this quijject (:a,m which the con-
S . appear.

Subjects 14 and 17.

The State suggests that th }
provide : — ese two subjects should be combined and should
‘ Navigability of, and igati
: , navigation b ani
T }fn,sltnlf:nd waterways passing through 01)'7 b?::;ﬁ:rl: fzgy(}rp;oﬁ?ed _tve’s,sels
e State suggests that a clause should be i s
. « 1 i 1 i
girspir;(:d%xﬁdof nzu}rllgatxon on the lines adogltseec;teii fufhe Act D}”ovxdmg
er such a clause might either be determinederbvczx}llStI%:ltéonsi
\ e Federa

Court or by a tribunal of the ki indi
¢ ind ind :
the Joint Select Committee in answer t;cat‘fit?gntilg Si'icretary of State to

Subject 25.

The State asks that this head sh

> : ould be amend as m i i

that it does not apply to charitable or municipal zgr;gratiot:s 0:} kethlt plain
other non-

trading or public or semi-public bodi i
“ and other ’’ were omitted. tes. This would bo met if the words

* This Note only deals with the amend
0 m i te
does not deal with the reservations which t};ngtz::}e}lfr}:a;hgessim t suggkests. e
re to make.
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-

Apart from this point, the State is in considerable uncertainty as to what
the word ‘¢ regulation » would be held to cover and feels that this subject

should be further considered and defined.

Subject 28. . -
The State thinks that it should be made clear by re-drafting that this

head does not cover control of prodiuction, supply and distribution, which
are included in Provincial Subject 37, but merely such matters as safety

regulations.
Subject 29.

The State suggests that this he?ad should
word ¢ Private” at the beginning.

be amended by the insertion of the

Subject 33.
TUncertainty is felt as to what this head is intended to cover. The State

thinks it should be made cleat that this head only relates to driving licences,
and, if desired, to licences merely allowing motor vehicles to use the roads.

Subject 41. .
The State suggests that, in order to make the position clearer, head 41

should be made to read: ‘* Census and statistics for the purposes of the

Federation.”

Subject 46.

The State submits that this subject should either })e _omitted or re-drafted.
If it is merely intended to cover rights of property mc}dent_al to the exercise
or such matters as fiscal immunity, it appears to be

of Federal powers 1 A
unnecessary. As it stands it is difficult to determine the scope of this
head.

A. Hyparr.
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RECORD X—(contd.)

1A. Memorandum by Sir Akbar Hydari, dated 2nd
October, 1930, and entitled ‘‘ Federal Scheme for
India ”’

The whole field of administration of Greater India, meaninge therehy British
India and Indian States, India may be divided into three circles: —

(1) Administration of a’series of autonomous Indian Provinces each
governed by a Governor appointed by the Crown and a congeries of
Indiun States, cach ruled by a hereditary Ruler recognised by the
Crown,

(2) Administration of subjects which the Imdian States and the British
Indian Provinces make over to a Federal Excecutive responsible to a
Federal Assembly and which are of common concern for the well-
being of Greater India.

(3) The sovercignty of the Crown, which is responsible for (a) adminis-
tration of defence, politieal relations with the Indian States and
foreian velations; () the fulfilment of financial ohlizations and mainten-
ance of weneral finaneial stability; () peneral oversizht over all the
Provinces of British India to ensure good government, tranquillity, peace
and order; () dispensation of honours, titles, cte.; (¢) appointment of
its representatives, viz., the Viceroy, Governors of Provinces, etc.;
(f) administration of Backward Tracts.

British Indian Provinces will enjoy full autonomy in all subjects except
(a) such as are mado over by Statuie, as suhieets nf_ concern to Greater
India, for administration through a Federai Fxeentive responsible to a
Federal Couneil, and (1) such as have been reserved for the Crown. ¢ Law
and Order” in British India must come under the administration of the
Provinces, but it is important that the head of the Police has certain
statutory powers, which really the head of every large department should
possess if he does not possess them already, namely, of appointment and
control, with the right of appeal to the Governor.

In the Statutory Commission Report, the circle of Federal subjects (see
page . . . ) is narrower than that of Central subjects which the Commission
1 nnder a Federal Assembly at the Centre, and the so-called
Federal Assembly has really been implemented for comn_)llin;_r, At]m Bri.tish
Indian Provinces from the Centre, rather than fnr‘ <}<>zflxllg wx‘th S\‘ﬂ)]r‘cts
of common concern to British India and the States. This 1s f.mm the Federal
point of view highly undesirable. The F«‘d'orul ;\.fsm_nhl.\' i therchy mflde
lopsided, with a composition varymg :w(-or.dm,(_{‘as it 1s dvglmg at the time
with purely British Indian subjects or with Greater l.ndmn slx}?v,"-.q_\», ie.,
truly Federal subjects. It tends to make the domination of British India
ovel: Indian States more pronounced than it must in any case ]{(, from the
fact that British India will have a larger number of representatives on the
Federal Council than the Tndian States. In th(; annexure :m‘:ltt«'mpt is
made to classify the present Central subjects into Crown. ,l‘w]“r”}_ and
Provineial subjects, according to their nature. Such a dl‘\l\ﬂm, which is
purely tentative, obviates the necessity of h.n\‘mg.n 11‘\‘hrA1d Federal Assembly
with the dual function of dealing at one time with wa}w-ts commoit 1o the
Provinces and to the States and at another with cubjeets which are common

only to the Provinces.

propose to hrir
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The constiintion of the Federal Council should, so far as is fair and
reaxonable, conform to the principle of cqual representation for cach Federal
unit. It might consist of 36 representatives for the provinees, eleeted by the
provineial Legislature on the principle of proportional voting, 24 from Indian
States and 12 nominated by the Crown. The Federal Executive might con-
sist of a Minister for Finance, a Minister for Transport, a Minister for Com-
merce, a Minister for Labour, and a Law Member., Special Statutory powers
should he reserved for the Finance Member to ensure tho stability of the
Indian Finances, and the Crown nominations must make adequate provision
for the due representation of the interests “of capital and very minor (in
number) communities, like FEuropean.  There will be a Federal Court for
secine that the different bodies and administrations remain within their gon-
stititionad field, also tor adpmdicating dispates hetween the Federal units
inter se or between an Indian State and the Federation or a Federal unit.
after co-opting if necessary a representative from each ol the fwo parties,

The Crown will be assisted in the performance of its duties (sec Annexure
A) by the Commander-in-Chief and a Seeretariat of Fxpert Advisers for
(a) Home, () Political, (¢) Foreign and (d) Finance matters,

A. Hyparr,

8.8, Ranchi,”
2nd October, 1930.

A.—CrowN Sunikers.

1. Oversight.o.vor Provinces and States for ensuring good government,
tranquillity and peace and order of British India and Indian States,

2. Defence of India.
3. External Relations,
4. Relations with States in India,

5. Political Charges.

31. Central Police Organisation,

49, Territorial changes.

43. Ceremonial, titles, orders, precedence and civil uniform,

44, Immovable property  at

" ])r('.
sent in the possession of
Note.—The  Indian States the  Governor-General  in
should be indifferent in Council,
which category 1‘13“‘.‘" are 15, Indian Audit Departments,
placed, whether Crown or 44 R . .
Provincial or Federal. H. Keclesiastioal Administration.
40.  All-India Servicoes,
45, Public Service Commission.

N.B.—The numbers given refer to the numbers in the Dovolution Rules,
Schedulo 1.

. e g ME NDUS CContiaed.
169 Nopewmbris, 1933.]  FepeRrat NCHEME '.\h,.\ion,\A bUs
By Sit AKBAR Hvpart,

B.— FEDERAL SUBJECTS.

5. Communieations: i -
Railwayvs and oxtru-;\lmmwpul Tramways.
Aireraft,

Inland Waterways.

6. Shippingz.

7. lLaghthouses.

R Port quarantine.

9. Major Ports.

10. Posts, Telographs and Telephones.
11. Taxation:

(‘ustoms.

*('otion Excise Duties.
*neome Tax.

Calt and Opiun.

* And other sourees of All-India Revenne,

12. +Currency.
14. Savings Banks.

1 < surance
~ e ng, lhnl\mﬂ anc 3is .
17. (‘,()llllll(‘l(r(‘, l"(]ll(]l i < a4 1 1

ioncry for Feder: artments.
99. Stores and Stationery for Federal Depar

] : x plostves.
93, Control of Petrolenm and Jxj
ition.
49, Arms and Ammuniti

97 Inventions and Desiens.

98 Copyright.

20, : i i ians Overseas.

99, Fmivration and Tmmigration and Indians Over

: ! i statistics.

1. Census ad Sta ‘ '_
. ni T hiefs' Colleges.

16.  Benares and Aligarh Universities and ( hiefs ¢

(.-~ PROVINCIAL SUBJECTS.

. . . . ‘ .
g eally included among Crown or Feder
3 & 47 alfors not specifically

46 & 47. Al matte

subjeets.

ion in the case of those Siates which do mot have any of
ontio Y Ca

¢ Q inl
e1lr ﬁh( al \S\'L(’r“l.

these taxes in th
i i i HSC
+ Special convention in the ca
Olices and Currency.

of those States which have their own Post
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D.—S8reciaL SumEcTs BY CONVENTION.

A.—Croun,
13. Public Debt of India. ‘
(With regard to tho past debt of India the responsibility for its proper
liquidation should rest with the Crown. With regard to future
borrowings, the responsibility must rest with the agency which

requires the debt except that the mode, time, ete., should be for
the decision of the Finance Member and the Viceroy.)

B.—Federal,

L —Legslation,
16. Civil Law.

30. Criminal Law,

41. Special Provincial Legisiation,

(There should be a special Conv

here sl ) ention dealing with {hese, The
mtiative might come from the

Crown or from any of the Pro-
vinces or States to have g legislative mensure discussed either in
the Federal Council or in special  Conventional Assembly  con-
sisting of representatives of such Provinces and such lndi:m.SLutvs
as may he prepared to have legrislation on identical lines intro-
duced into their States with such minor reservations

1 as they may
at the time announce.)

1.
19.  Control of production, supply and

distribntion of speei
20. Development of special industries,

al articles,
25, Control of Mineral development.

(These might be Federal but any Indian State op

conld claim exemption if it had cnjoyed exe

could command one third minimum voting streg
Council to permit the exemption.)

Broups of States
mption before and
gth of the Fodoeral

I11.
24, Goological Survey.
26. Botanical Survey,
33, Central Research Agencies and Institutions,
36.  Archwology.
37, Zoology.
Jd8. Meteorology.

{(These conld be mu(.lv I"_ed('ral with a Convention similar to that
with regard to legislation in cuase Indian States desire Lo partici-
pate in and pay for any of {he Surveys.)

C.—~Provincial.

I8, Trading Companioes.
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RECORD X—(contd.)

1B. Memorandum by Sir Akbar Hydari on Central
Subjects (28th May, 1931)

ive conclusion that

. tentative conclus

) o Committee came to the jes, namely, Federal

The Federal Structure Ce . \ of two categories, ni v, )

non-provineial subjects might fall into ollm <t) o and for whrich
| . A 7 : RN ] ‘hich these

‘entr: The problem with w ' vas O T wh
:lnd ((/( nh":lt' ll'l r{nt find a final solution was the ma
1 Contnittee dic g

i ministered.
[ ioets could be legislated for and ad
two classes of suhjects ¢ '« to have two separate Govern-
N . wis ttself 1s to ave par : S
o ilats Sts-ltld Executive for the Federal >1‘11))‘(‘t]
. v a Federal Legislature and JiX¢ e I e for the Contra
e s e British Indian Jxecutive anc 1" iture for the Contral
' ‘ N e jecti t e pres Es
and the other a '\ onen to the ebjections tl‘mt t m]lld nence of two Rxcew
1 s . " : : ) '
e o }hlhislllntlllreq working side by slde}\i\ne Jead to friction an
tives and two Leg lieate the ndnumhtratno‘m'u o, AL the same Hm e e
that it wouk! (-nmpm;«‘d hy the IFederal .Strm;m« e it
. cO E A ' el o0 ) Y .
ot e o r?: \trviﬂing authority capable (T]-(ﬂiun i« in the interests
must be some suj Central subjects where co-ording o the penees
directing eolty ! {] 1t whatever deviee was adopted .\;n rar 1;1 Lewisla
N in and th: i . p b subiects there cou I
¢ British India @ : e T ol -
of lealing wi ould only be
as concerned, for dealhing e
ture was (C."“'lll])lj(.lluill<"’t among the S\”’{('\t.\']l”(;])‘Liklii.h“{(‘d lasad s
AT . YiN . X . rarilv Yo '
one K ler which should ordimarnly b Home
i Taw aud OF0 . ; wstead of an arr
Central s I:.l“f llh Assuming for the mom nt_ﬂmt] n”d TR
ini s ) o it T V2 I :
Minister’s port 01‘ - a Home Minister is appointed a Lt e ederal
able Home Mo by the British Indian representatives n e K
alt with 2 uld happen if a vote of no-vonfi PN
. 0 £ no-condidence W
what -ardd in the Central Legislature .sol ned, and
) ‘ g . iy . R Lo p
hrouzht fm;“ int-cabinet responsibility woule no] tate
) o tho at brow; about 1t
! ”tijo thongh the matter that ‘1«[11,1]1? t; )‘ i its
Hd vV g e ¢ ’
ectt Iv concerned British India. 1. Qx: . 1(.x her
e moved in the Federal ],uf_rmmlm‘( Atlx]
o S 3 laced in the
i : vill bhe pla
 the States v
aives vote on at,
. representafves
tha States rep

i : irect concern
- in which they had no d
iti f voting on maltets (" }m}I 10 Minister who had lost
invidious position ol voling L e a Home ) :
ssibly he
and possibly ol

! ’ 1 1 & (7. e
Iping Lo i § British India in the Federal Leais
: the representat ver b .« probably the least unacceptable
the confidence of l(lt(,f,,.,tiveq the former 1s pr [; e o cmriac?
' ! - . secll S >
uture. OF lh(‘] t‘;()h?)th are open to objection.
to the States hu .
yre is contemplat
@ and so unvers

2. The course that
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Legistature alone,
Home Minister 18 hro <
iv carried?  The pllll(l]“
the fall of the Federal Ex

' « )X(-
fall would be one :}Mt (%(mﬁdon(-c

‘ote of no-¢ )

hand, the e

ed in the polity of a country
lack of previous
od throuzh I f pr
‘ . ic stitution as
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experienco and o nount importance to the suc O e taaard.
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‘ ‘ - i agri AR )
oxperiment ””',Lki‘ ‘;}mq(- praposed 1n ]):ll‘d{ll‘;l‘[]']l are other ways of dealing
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3. When such a radieal chat
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. vears it is possible the o
rst few years : o
h .th(‘ ﬁf the Crown as represented h,\‘ the f\(l)u]rory
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o ! ] - and Order 1s
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The Viceray (anl(l“t?”‘:‘(.‘] cqubjcct, he must 1,'( g,\(.,', (L(‘Ir er o Home Monber
be classed as a Ce ’t‘(‘ of the Federal L(l{.’.l'sl;»lillr( o ol L o subloct,
not subject to thut_w ,"](mp) e Home Minister who ,
v voting }
representatives

Take Taw and Ovder.

X 1 A i

ba.times when the interve ntio
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RECORD X—(contd.)

1c. Memorandum by Sir Akbar Hydari on the Size and
Composition of the Federal Legislature

1. For the Committee’'s purposes it seoms to me fruitless to go over the
history of the struggle hetween those who, like myself. were in tavour of a
unicameral Federal Legislature or, if a hicameral Legislature was de~ired,
of a small bicameral Legisluture, and those whose views vound tavonr with
the Lothian Committee.  Nor do 1 think 1t pl'uﬁ‘..’\\v‘w 1o ¢laborate my con-
vietion that, before the Lothian Committee came to conciusions in regard
to the strength of the Federal Legislature so far as British India was
concerned, which imevitably affected the <ize of the Federal Leg slature as
a whole and materially altered the proportion of the strenuth of its two
houses from 2:3 to 2:4%, the Committee should have called the representa-
tives of the States, who were the other party concernd, into consultation.
Let us start with the problem as the White Paper in this regard presents.

9 Two reasons have contributed to the large nnmbers proposed in the
White Paper for the Federal Legislature.  One is the desire to etablish
effective contact between the clectors and the elected. The ather s o mecet
as far as possible the claims of the Chamber of Princes—-and 1 would like to
point ont that the Chamber of Princes does not represent all the Princes
of Tndia to individuality of representation o the Upper House of the
Federal Legislature.

These two reasons have been responsible for a progressive increase in the
proposed size of the two Houses of the Federal Legidature from that
suggested at the Iirst Round Table Conference to that proposed in the
White Paper via the compromise offected at the Second R-und Table
Conference, but broken by the Lothian Committee in their Report.

3. The White Paper proposals do not, in my view, satiay either of the
two considerations on which large Federal Honses have been songht to be
justified. < If responsible  government,”’ wrote the Lothian Coemmittee.
s to develop properly, the lfederal system must make it possible for the
candidate and member to get and keep in touch with the constituents. and
we think that from this point of view an increase in the British Indian
seats to 300 s necessary.”’ (Paragraph 405 Franchise Committee Report.)

Now under the Lothian Committee’s proposals, 1f separate electorates
are maintained, as they will be, for Moslems and Skhs and if account i~
taken of the town constituencies, the seats allotied to women, lahonr. and
special interests, the constituencios under their proposals, while varying
greatly in size, will, in the country districts, average between 5000 and
10,000 square miles. T would in thix connection invite the (Committee’s
attention to p:n':n;(mplm 043 and 211 of Volume 1 of the Report of the
Simon  Commission. 1 concede that one cannot draw an exaes parailel
between English and Tndian conditions; but the very respects in which the
parallel fails are those which strengthen my argument. Our people are not
so literate as the people of England; our communications are not s$o ©x-
tensive as those in England. The means at the disposal of candidates to get
into touch with the clectorate are neither so numerous nor so effective as
are the means at the disposal of the English Parliamentary candidate.®

* |t has heen suggested  that the development ot hrosdenstine now
in its infancy in India, will provide an effective means of contact hetween
the candidate and the electorate. The candidate wii) doubtless in that
event be ahle to speak to large sections of his electorate, but not veee vorsa.
There will thus not be that offective contact which is possible only when
tho candidate and clectors meet face to face. )
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And yet the constituencies which the Lothian Committee propose for British
India are far more cxtensive than any which obiain in these lslands,

In so far as the proposals in the White Paper have reduced the nnmbers
recommended, to that extent has the sizo of the constituencios been still
further enlarged.  If the object of establishing direct contact with the
constituencies is to be achieved, a legislature of far groater size than
either that proposed by the Lothian Committee or in the White Paper is
required. We are therefore driven {o the conclusion that the problem of
the size of the Federal Legislature must ho approached from an entirely
different angle so far as British India is concerned.

4. The other consideration which led the framers of the White Paper to
suggest the numbers they have proposed was the desire to meot as far as
possible the claims of Tndian States to individualiby of representation. 1t
Is iuteresting to look at the history of this demand. The Committee of
Ministers presided over hy me and having as its members Sir Mirza Ismail
(Mysore), Sir V. T. Krishnama Chari (Baroda), Sir Manubhai Mehta
(Bikanir), Sir Prabhashankar Pattani (Bhavuagay), Sir K. N, Haksar
(Chamber of Princes Special Organisation), and Mr. K. . Ncout (Orviya
States), set up by the Princes in 1930 before they made their declaration
for ¥ederation, decided upon a unicameral Federal Legislature. There was
also a considerable body of States’ opinion which was in favour of Con-
federation and for a small Upper House if the TLegislature was to he
bicameral.  Later, the medium States urged that in the Kederal Legisiature
the TIndian States should have equality of represeniation in the Upper
House with British India, or in other words a 50-50 representation; and
so far as the States infer se were concerned, they demanded equality and
individvality of representation. The larger States agreed with British
India that this demand on the part of the States was excossive and
ultimately all the States agreed that they should have 40 per cent. repre-
sentation in the Upper House and 33 per cent. in the Lower House. FKven
then the medium States tried for equality of representation among all the
States inter se, and when they failed they insisted upon at least in-
dividuality of representation. They have pressed this demand at the ex-
pense of the larger States, with the vesult that if their demands are moet
the larger States will obtain a representation in either House which it
would be unfair to ask them to accept.

5. 1T would point out that representation in the Federal Legislature is
demanded by the medium Btates individually and not colleetively ax repre-
senting particular areas or particular forms of polity. The Federal legis-
fature is, however, not meant to he an ornamental Assembly where salutes
and precedence should predominantly affect the interests of the people,
interests which will be determined by the decisions of this Legislnture. Any
unduo weightage, thercfore, given to a State beyond what it is entitled
to by virtue of its population, area, and above all the federal content
which it brings to the Federal pool, cannot be justified on any ground of
public policy or political ethies. While, on the one hand, the States have
claimed and have been given weightage vis-a-vis British India, it is not fair
to ask the larger States, on the other hand, to accept a represenlation less
even than what they would be entitled to if there had been no weightage
for the States and they had heen treated exactly as British Indian Pro-
vinces, Iven the numbers which the White Paper allots to the States,
viz., 104 out of an Upper House of 260, and 125 out of a Lower Honse of
375, cannot give absolute individuality of representation: hut even (his
approach to individuality of representation for the smaller States can
only be obtained at the expense of the larger States and hy treating them
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..Leglslqture should represent provincial and Stato wisdom and experience
in their best form.

‘The problems which will affect the Indian citizen in his everyday life
will be deal? ‘w1th very largely in the provincial legislaturey, which
under the White Paper proposals will have been considerably enlarged
a%nd made more democratic than they are at present. 1 would in this
uf)n{lfectlon invite the Committee's attention to paragraphs 154 and 155
Omissi(())l:me »I[hOf the Bepqrt of the Statutory Commission. The Com-
oniy 'mda}':“t erey.en_wsagmg a Central Log)slut,u_re for British India
Fe(lcl e n}‘)rmmclql autonomy ; un.do,r Federation the powers of ithe

ral Legislature will be, if anything, still further restricted.

The atten‘vlo!l of the Committee has been drawn to the large list of
:l(;?mlxir‘;epb sub]e_cts, 'List'III, Appendix VI of the Whi%v >aper; but if
la; csOdles exfm]nmed it will be seen th.at, in the field ()f (:lyil nnd criminal
thei,r am:ng aw are already in existence, so that 1t s nnh]u:]_\' that
o rm;neen{,)ewxll keep the Federal I,(vv,:ls-luture very active. Tt
Sabjeot A I:ll :ed that L.a“v and Qr(lm.‘ will in future }{(- a provineial
be undertakeng iS dt;]on Iyert.“‘m“ﬁ to it will more appropriately have to
logislation sl T:vh'ei rovinces, .Thls n,pp!les to some extent to social
e tran;h;t(;d il;\ must hgve its roots in provn‘mml .nm-ossity, later
legislation ’ Th nto f‘ Pr:lctlcablol measure of‘umfnrnnty by Federal
A 'ﬂ 2} c.oncmrcnt field exxlsts for securing uniformity of laws;

it by far the gr.e.\t_cr and the most important field of original legislation
will, under provincial autonomy, remain with the Provinces. "

: (-% %}1;18 obvious thnt'a large legislature (there will be 635 legislators
n eb i under _the White Paper proposals) will cost more than n small
Z::r’m;t irrr:ore important even than‘this consideration is the need for
o manyeighltte;ior:;re\l‘ Ind‘m is not in a position at present adequately

e provincial legislatures—some of them bicameral—

plus a Federal Legislature of the size contempl: i i
Pt s, 635 more mplated in the White Paper,

Economy in personnel is an cven more i i

$ an ey > important factor so far ax Indian
States are concerned than it is in British India. In their present stage of
dgvlelopm.ent anyone whf) knows Indian States would probably agree that thev
will find it extremely difficult to spare from the work of their own Admini§¥

trations as many as 104 suitable representatives ! 5
for the Lower House. p atives for the Upper and 125

9. 1 stress the word “ suitable.” 1If the British Parliament is looking to
the Princes to provide an clement of stability in the new C()ns'tituti()ngth
sort of representatives which they will be able to send—if their .nlllllh('r is 'e
large as that proposed in the White Paper—will in my opinion not 'vu-l?*‘ts
that purpose. Furthermore, such representatives will not i m t,”(‘e
be able to speak with the authority and weight--if any of ther (‘? fv:l?es
able, happen to have as their constituencies small Statos with )‘i‘ll"l ‘“’“(V‘(?l‘
vote out of 100 Sta_tc votes—that they would have if Lh(';/ shok ‘lf ‘mps one
of Staies representing one vote out of 24 or even 40 St:l.tx). lvot\:"s‘ or L mroup

The time has come for decision and [ would heg the Committeo t
upon the question of the size and composition of the Federal I(v(l;' lo look
not merely as one of the questions among many with “'hi’('h’ the '(‘ﬁ'“’b ature,
has to deal in deciding upon the Federal structure, but as thu "‘0% I‘l)ll‘l;),:r,:z?:;

factor which will govern, in m ini
g s y opinion, the success or otherwi
1erwise
Federal scheme. ise of the

O
W
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Great care is being taken in designing satesnards and seeing that they
are adequate. 1 oconsider that a small, efficient ard responsible Federal
Legislature to he o pread and fundamental netitntiona] sapezuard, and it1s
for this reason that | attach the greatest possible importance to it~ proper
constitution.

10. 1 propose therefore that for the Federal Locislature the imdiret <hould
be substituted for the direct syvstem of eleetion. The dire T i oo oan
unmanageable and expensive Legislature wnd vet othe rarel cssrtuencies
of British India not ensure that direct contact hetween the cauhdate and
the olectorate which is one of its main justifications.

(3N

Fudirect election will not mean a denial of the democratic principle. Tt
will only mean its adaptation to the probiem which the vast size and popula-
tion of British India provides.

1 would invite a pernsal of paragraph 137 of Voinme 1 of the Report of
the Simon Commission, which is a masterly cumming up of the gqestion of
the constitution of this Legislature. ** Representutive inetope e say the
Simon Camuission, © were deviced as a means of getting over the ditheuiry
created by the expanding size of States, and 1oappears to s to hein o striet
accordance. hoth with the theory of representation and with the requirements
of commonsense, to say that, when the total arcea 1 he provided tor i so
hiugee that direet election would involve either impossibly lare constituencies
or an impaossibly numerous Assembly, the solution 1+ 10 he found through
¢ Kleetion by the Eleeted’ which is all that indireet cloetion means,”

I suggest that the Lower House should hes clected by the provineid lexis-
latures, which thenvelves, mder the scheme of the White Paper. will he
elected by direct election and on a wide franchise. In pararaph 138
(Volame 1 of their Report, the Simon Comuisston ~ay o0 L e Conaral
Government of British fudia is to develop on Federal lines the adoption of
a moethod which will vepresent the Provinees a» cuch at the Centre s
extremely desirable.” 1 commend the paragraph as a whole to the considera-
tion of the Committee,

11. The Upper House should consist, in my view, of the nominees of the
States and of Provincial Governments.,  Everywhere we are contronted with
the necessity of bringing the Governments of the Units into liaison with
that of the Federation.

12. For the timoe heing bowonld start with a Lower House of 150 and an
Upper House of 60, which is about the strenuth of the present Legislative
Assemhly and the Counetl of State, In place of the present nominated
official and non-official bloe 1 would -nb-titute the pepresmiataes of the
Princes, which would give them 50 seats in the Lower and 21 «ats in the
Upper House.

This would leave the strueture of the White Paper «cheme with resard to
the relative powoers of the two Houses undisturbed except to the small extent
of reducing the Indian States quota in a joint session from 36 to 3 per cent,,
a result which British India at any rate would welcome and one 1o which
the Indian States, on their side, would probahly not object in view of the
greater suitability of the modo of election to the Lower House from their
point of view.

There is another alternative. 1f you do not wish 1o disturh even 1o this
extent tho scheme in the White Paper, the strength of the Lower House
might be kept, as at present, at 150-—that is; 166 cleeted from Brivish India

19356 G2
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as at present, and 50 nominated by the Indian States in the place of the
nominated official and non-official bloc. The Upper House could he of 100,
giving Lo British India its present number of 60 and adding 40 xeats for the
Indlzm.States. In this manner you would leave the structure of the Whito
Paper in regard to the two Houses entirely unaffected.

The proposals which 1 have made regarding the method of clection to the
Lower !‘louse have been criticised by those who favour the White Paper pro-
posals in respect of the size of the Legislature, on two grounds: that as
the electorate for cach provincial quota for the Federal Lower House will
be very small there will inevitably be corruptiion; and secondly, that if any
members for the Federal Legisluture are to he selected from the members
of th(:. provineial legislatures there will be a erop of bye-cleetions at the
neeption of cach new provincial lecislature. The critios forget that this
method of election is proposed in the Whito Paper for the Upper House
of the Federal Legislature, to which British India will send as many as
156 members, while under my proposals the numbers seut to the two Houses
from British India will not excced this number, and the objections in question

will apply equally to the White Paper proposals for the constitution of one
House alone.

13. It has been assumed in recent discussions that the practicable alter-
natives are only two--namely, a Federal Legisiature of the size contemplated
and composed in the manner suggested in the White Paper, and a small
Upper House of 60 and a Lower House of 130, the one nominated by the
Governments of the Units and the other clected hy provineial lecislatures.
And it has heen suggested to the Committee that it Parliament adopts the
latt.er alternative it will be a retrograde step and will be throwing away the
fruits of discussions of the Round Table Conferences.

I.w1ll take the second point first. The compromise arrived at on this
subject at the Round Table Conferences was an Upper House of 200 and a
Lower'House of 300. By recommending numbers beyond these the Lothian
Committee imperilled and the White Paper proposals broke tho compremise
thus arrived at. Those therefore who support these proposals cannot appeal
to the Committee on the ground that by accepting some alternative proposals
the Committee and Parliament might lay themsclves open to the charge of
upsetting a compromise laboriously arrived at. :

As for the first reason: is not the Committce being asked to pay homaxe
to catchwords and not to what is required by the facty of the Imli‘-,,, g't.r..
tion? 1liven a highly responsible British Indian leader hag :ulmilu-(l Li l tt”f
the Federal Legislature were to he unicameral —and | for one el
and always have welcomed a unicameral legislature '
Federal Legislature to be quite feasible*—he wonld noj,

would welcome
and consider such a
objeet, given such a

. 1
* Vide paras. 147, 148 of Volume [1 of (he Report of {1 - -

. I, . . -~ N 1
!1115&”)][.11 Such a 1}:0;!,leuture would have all the lements <11‘ t“] .,l\.nmm om-
in one . ’ 5 stahility tosothe
: . ouse wnt) out creating the risk of a clugh hatwaee ity together
Tuppuscd Lo} bo Popular and the other Conservalive. I;n two Houses, ono
a 3 s . . . . v . - ale e
prl;agsilntll}l:m )01 0{) bt‘(;ltsl,fOT distribution among the [nd; “‘:"M‘ e

ave to vl 1 an States which
e b e duphicated in the two Houses for i e “hu'h‘ it
considered necessary, there mij e same Stale Units,

i . ght, in addiy : : X
lature, be a small Council of (;n,;lt"‘r Indli tion to this unicameral Logis-
of about thirty members constitute drepresenting the Governments

(Vol. 11). dasin para. 235 of (ha Stmon Report
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legislature, to indirect election, Therefore, even according to a distinxnished
spokesman of British India, election by the mere fact of its beinz indirect
is not necessarily a refrograde step.

ia, are atxoons for

If British India, or rather large seetions of British
direet election and are not hothered by the mamifold disadventizes and
dangers of huce constituencies, extensive m oarea and exceoaneon ponilation,
they are welcome (o have direet election to cither or foth Lenses of the
Federal Legishitare. To my way of thinking diveet election is uet neeessarily
advance, nor indirect refrosression, but if store is set on the fact that Briush
India has enjoyed ?? direct election for the past few years and wishes the
principle to he vetained, let that he conceded: hut for the present only to
the extent {o which direet election has so far been enjoved. It should not
be extended to a point after which reconsideration in the lizht of experience
of the question of direet versus indireet election for the Federal Le astatnre
has been made impossible.  What T am most anxions aloar o~ e the
numhers of the Federal Legislature should be sl at anv rate 1o care with,
The present Central Legislatare s partly nominated and parddy dueetly
clected and its total strength is 2100 There is no need to inerease 1t at
one step from 210 o 635,

1.1, Those of us who have pleaded for a <tuhle beondature at the Centre
have compromised and yeb agiin compronised sinee the hooinning throuzh
successive 1ound 'Pable Conferences. We have wiven np the ddea of a
unicameral Legislature s we are prepared to cive up the idin of an indireet
system of eloction to the Federal Legislature.  But we uare entithsl 1o <ay
that we will zo thus far and no further. and not be made to cive way on the
point of numbers—not aut of any porfe pris on our part. bur lecatise we
consider that if the size of the Federal Lesishitarne v also held 10 e of no
account the last hope of stability in that Legislature will vanish,

1t is proposed areally to inerease the streneth of the provineial lexidatures.
This will already he a substantial fax on the political talent available in
India in her present stage of development. In her own interests it s
desirable fo haslen slowly so far as the Federal Legisdature is concerned.

Later, there may be a demand for increasing the numbers aftor all parties
have had experience of the working of the new institurions: or. psrhaps,
there will be no such demand and the federatinge units may come to he
grateful for not having heen saddled with the expense und meonveniences
and dangers of having 635 people in Pethi for the <mall nmmber of speeial
subjects which will come within the purview of the Foder & Leoidature,

15. Do not start with the maximnm figures, hut feave some poom for
development.

hut the

Responsibility in the Federal Centre is necessary and esentinl,
Legistature to which this responsibility s given shauld he of a suitable
character.

Qo far as the States are comeerned. there will Lo for a Lezisature <o con-
stituted the ready acquicseence of the larger States, who will in that case
not only give the lead for entering Federation, hut will alvo ~et n o mation

vg ) . R
the forces for grouping other Qlates into units wore equal in ~ze and area
and federal content to the other States,

The Committee is aware of the need for such aronping in matiers melatimg
to the proper administration of Federal subjects; such. for oxample. as 1he

19356 Go3
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proper administration of Federal la i i
proper admir ws which will devolve upon the Courts

In such a case with a Legislature as stable i i

-(éft tt};o Indian St:}tes do not jpin Fulemtion,—et‘},:i)t;; tlo htez:.:t wﬁh a pmjnrity
ates represen‘tlpg a majority of the Indian Stat personally think that

revenue would join—there need be no fear of gmnt?s popul

Centre and thus meeting the insistent demand 'of( Brl:ltslgs}:e

ation arca and
sponsibility in *he
India.

November, 1933. A. HypArr.
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RECORD X—(contd.)

1p. Railways under the Federal Constitution.  Pro-
posals of the State of Hyderabad submitted by
Sir Akbar Hydari

) 1. The followmy parigraphs are hased npon the as-ntuplioh which seems
inherent in the conception of Federation, that the juridiction now possesstd
hy the British Government over the lands oceupied by or for the purposcs of
the Nizan's railways and the other railways in Hyderalad shall be retroceded
to tho State,

9. The State would desire that as regards the administration and manage-
ment of its railways the railway authority appointed by the State should
occupy a similar and parallel position and status to hise laid down for the
Railway Authority under the © Sketeh Proposals for the Fuaoare Administra-
tion of the Tndian Railways 5 that is to sayv. as recards matters within
the jurisdiction of the Federation affecting the State’s ravways the Federa-
tion would have the samo vights and powers in rvelution to the State’s
railway authority as in rolation to the British Tndian Railway Authority.

3. A constitutional guarantec should be provided ngainst nnfair diserimina-
tion hetween the State's railways and anv other ratlways bvoor under
legislative or administrative act ot the Federation,

4. The State’s railways should he afforded a constitntional guarantee of
all reasonable facilities for the receiving, forwarding and delivering of
traffic upon and from the several railwavs belonging o or worked by any
other railway administration and for ihe return of roiling stack:” such
reasonalle facilities to inelude the due and rensonable receiving forwarding,
and delivering of throngh fraffic hy tlirough Loolines and at throngh rates.
The amount of any through rate and its apportionment bhetween the State’s
railwayvs and the railways of the administration or administrations concerned,
in casc of dispute, to he determined by a tribunal.

5. The State’s railways should he afforded a constitutional guarantee that
they and their traffic will not be suhjected hy another ratlway admisisiration
to any undue or unreasonahle prejudice or dissdvantare inoany respect
whatsoever; and so that whenever for the same or similar traffic, or for the
same or similar services, a ralway administration charges lower rates in
one case than in another the hurden of proving that such lower rate does
not amount to an nndue or inrensonable prejudice or disadvantare shall

lie on the railway administration,

6. The State’s railways should be given a constitutional guarantee against
unfair competition.  For this purpose the State's railwayve shonld he enabled
to bring before a tribunal any rate or charge made hy another ratlway
administration in competition with the State's railways which (a) places the
state’s railway at an undue or unfair disadvantage in the competition; or
(M) is inadequate having regard to the cost of affording the service or
sorvicos in respect of which the rate or charge is made: and unless the
tribunal is satisfied, in either of the foregoing cases, that the action of the
railway administration in making the rate or charge is desirable in the
public interest (including  the interests of the competing ruilways) the
tribunal shall eancel or vary the rate or charge.

= 19356 G4
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et e e

7. The foregoing guarantees coul ' focti

) C are s d not be made effective i actice wi
;Jhe ancl}l}lary bt on the part of the Sta,te’s 1-;:i|:\~ ective in practice without
rom other railway administrations not mer

) s ely as to the charges that are
bangb made by the latter. but also as to the proportions of :1lnl\l-h::(-|t,hf}t. ;u;t
attributable to (a) carriage of the goods on the railway ) t"( - ,ro
(¢) demurrage, (d) collection, delivery and other expcns';éy () terminats,

8. It is obvious that the guarantees referred to above involve
for a trl!)unal to interpret and give cffect to them. ‘Thc %t; te i i
thqt having regard to experience of Knelish railway l(-vi;l'x:' : ls]udvxsed
satxsfac.tqry system would be to set up a single perm'anmi‘tl "udlio-x']- lt ;u o
deal with disputes arising under the foregoing "ll:ll‘:ln‘f(‘l‘\'] '\(]M-- "v"l:Y t:O
mny.well bg that traders will, as respeets "“(1(1‘10H])rul‘(-[-(‘-,":‘; '|‘r|1(l”;'-m.'(|\'l,' it
be given, citiier m the Constitution Aect or at a later st:ll'm \'n il "l(r!_li/l(’S,
and as in that case similar questions are likely to arise 1: i, | “l..l” lfill’t‘“y
z_md‘ r:})lway administrations, it would be most (luxir-ll.]('- ' in ‘ .“ll‘(.n tmd“}‘s
inconsistent and overlapping decisions, that the .N'lln‘(‘ IT'III“l o avord
adjudicate upon all such questions whether :u-isinr”l rtw ol SI'“)”M
and another or between a trader and a railwav Pk hetween oo railway

ays to require imformation

the necessity

9. Construction of Railways in* British India is a I
(. 4 . *

Appendix ¥ 'I., List 1., Head 12 (a), whereas construe

its own territory remaing outside the Federal sphere

Federal subject under
tion by a State within

In order to prev ietion i ; s i
e tdgﬂ to ple\.e.nt [rwtmn in An‘mttms relating to construction the State
ggests that constitutional provision should he made whereby all pail '
. v N e . . ’ B ‘ X ‘v' ’
((ionstrll( tion whether in British Indin or in a State shall be regalat W ‘(l)\
) . ! R o ated with
Iue 1egar_d to (a) progressive extension of the Indian Ruil\:-w Syt
4(5:1)(: w-olrdmatmn of that system as a whole; and (¢) the avoidancee n.f‘u (f”!‘
o T wi . anee nf:
oachment by one railway administration upon the area « o
anothor. area served by

In order to give effect to such a provision it would seo
every scheme of railway construction should he hrought >I !
body whose duty it would be to hear objections to t]u-‘ :
way as would be done by a Private Bill (,‘mnmit,tv('lin
State sees no reason why this function should not I);‘ ,
contemplated. ’

m desirable that
fore an impartial
st'].mnl(' in the same
this conntry.  The
entrusted to the tribunal
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RECORD X—(contd.)

2. Note on Federal Finance by Sir Manubhai Mehta

Under this important head the Pripeces, by their ves Jutons ot the
mfurm:ll.mwtm;_(m of the Princes’ Chamber, have asked tiat: nn doeeet
tax or KOy of any Kied, including fneome tax and corpormohon ax. E

< I3

S Us ol

imposed by the Federal Government with tne =~tates v
States.  Federal sources of revenue shall be siricddy enntiy

agreed upor and nentoned in Appendix AL and no &
will he peomi-aible withont the free consent of cacll Statel”?

it 1;;]111;1“)'

Lol ootk ler

This demand has important bearings on paragraphs 1330130 14 and 148
of the White Paper dealing with the chapter on the alloeation of revenues.
The seheme of the White Paper provides that the Federal Government may
for the lirst ten years retain all the proceeds of intome tax tor ity own
expenditure withont allowing any contribution from incoite tax revenie to
the Provinces. The income tax revenues would e assivned o T Gevern s
PProvinees, but would be payable only after ten vears, the a-~lomnnn o the
Provinees during those first ten years beine reoutated onoaoo
ing seale Jimited {o o maximum of 75 per cont and owninoin o S per
cont., spread over the first ten yearse Taxes levied on offieial ceoiiments
of Federal officers and taxes on ineome carned in Chat Comnmss.oners’
Provinces and other Federst areas will naturally renadan waih the Federal
Govermment, but all other revenues from gneone tax Wil e siable ai the
end of ten years to revert to the Governors™ Provinees under the above

SRS

ORI FER AR

arrangements,

Paragraph HL gives to the Federal Legislatire power to Iy s St s
on taxes an incame Tor Fedoral purposes. While wich sorcdhura s arein
operation, cach State wember of the Foderation will contribute 1o e Foederal
Fovenues asum to e assessed on o preserihed bhisis. Hany state has agrecd
to accept Federal legislation regarding income tax, its contribution to the
Federal revenues under the contingeney of sureharges mentioned above may
take (he form of a corporation tax or a tax on the undistributed profits of

companies.

These provisions of the White Paper are not quite acceptable to all the
Indian States. Of course, such States as choose 1o make their contrihution
in the shape of corporation tax will be free to do o bt as anatter of
the Indian States generally ask for exempron from any form of

principle
direet taxation,

If anv contribuiion s catled for from the whoie of fudia during any
the Indian States desire that their contrbution oaznt 1o he 1ot

emergeney, -
e cotnpibory. B selarze s

entirely on a voluntary hasis and not mi
required on acconnt of any expenditure called jor by war. the Indian Princes
demand that under their treaties they are entitled to free protection from
the Parnmount Power, and b would searcely be right or in accordance with
their treaties to insist upon oblizatory contributions from the States in case
of war.

In the ease of any other erisis, what the Princes ask for is that resort 1o
sations from <tates anay he sought oniv ax a dernier
exhausting all the other ways wnd means of meeting
every endeavour onzht o he omade for

surcharges and contril
resort and only after
the cmergeney.  In the fiest place,
curtailing the ordinary expenditure of Government; perhaps the eapenditure
of the Military Depariment may have loft room for curtashinent or - aretully
explored.  Aund if after sucht exploration it is conclu-ively proved tha fresh
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sources of raising revenue are absolutely necessary, the Princ
all Fhe sources of indirect taxation must first he ’«-xlmustmlJ
dgtxes on im.port.s may be raised; if it is not possible to inc '
without setting in motion the law of diminishing returns )
the.very revenues it is sought to increase, the Princer; suggest that frest
excise duties may be levied on products of new indigenous ind{; itri I ] “'; \
to be protected, like excise on matches, excise on tobucc;) e kAt
manufacture of arms and explosives, otc. ’
Even when all these ways and means are found inadequate and more
are needed to cope with an emergeoncy of a specially grave (‘lmrm-t](‘x:“'it ;
l{e safely left ‘bo thu Indian Princes to come to tho relief of tan,lﬁitl‘:\:Tv‘l
Government of their own free choice rather than out of compulsion. as () ‘-l
have done during the past, during the time of the Great \\':;r '1,||(l.<)ti,(;y'
grave emergencies, but they object to compulsory countribution or 1; o e
direct taxation. Y

es desire that

The present
rease the duties
and thus reducing

new monopolies,

funds

orm of

sth November, 193, Manusiar N, Menra,

APPENDIX.
FEDERAL SOURCES oF REVENUE,
1. Federal sources of revenue shall
strictly confined to the following:—

() Maritime Customs;

(b) Salt;

(¢) Export Opiuwm;

(({) Excm? duty on :n.‘ticles levied in 1931 in addition Lo
duties; subject to the rights of the maritime State
takes the form of countervailing duty;

(e) Receipts from federal commerecial undertakings, ¢
ways, federal posts and telegraphs; T

(f) Profits from federal currency

(g) Cash payments and payments through ceded terrvitories provided
that “ g *’ shall be treated as 5 vanishing item,
States as quickly as possible,

‘ 2. Should the revenue )'i“}‘f(“d by the sources set Torth above not suffice for
she expenses of the Federal Government, the Government should. subio Gt
:he proviso in (g) make up the deficit by : - ’ - Mibjeet to

(i) manipulating the aforesaid sources of revenue
revenues; )

(i) by all possible economioes;

(ii) by devising other forms of indirect taxes: and

. e . iy - Ty ©

(iv) by utilising if and when necessary the following rese
revenue, namely, excise duties on any of the followine

{11) matches; . =
(hy tobacco.
N.B.-~The above scheme 1s subject to—-

(l). The rights of thg fndiv}idual State under treaties, and agreoments
provxdm} H‘f_‘t' no maritime State shall fevy Cotoms duties lower than
those of British India. ’ '
(2) Fho‘ conditions that pending disputes hetweon individunl States
and the Government of India are unmediately settlod

) i )\lllfﬁl‘" %1'(‘9‘0 proposed CX{'isie duties impinge on existing taxes in
individual States, adjnstient will have to be made with them

, subject to the rights of States, be

Cnstoms
s when such exvise

g., federal rail-

relief heing given 1o 1he

8o as to vield hipher

rve sourees of
articles:

RECORD X—(contd.)

2A. Memorandum on Constituent Powers by -
Sir Manubhai Mehta.

1. Provision for ultimate transfer of reserved depariments at the end of
a period of transition.

The Princes do not approve of the mixing up of these sunjects, tike Armv
and Defence as well as Forcion Relations, with other Foderal siabieets i
List No. 1. Under Appendix VI attached to the White Puager, which pur-
ports to enumerate the subjecis the Princes will he CXprected To auree o
federalise, the wnhjects of Defence and Army, as well as Forelyn Relations,
according 1o ih opinion of the Indian Princes; ought to he classfied as Crown
subjects 1o he listed separately from subjects which are purely Federal, and
thongh they understand that the subject of Army is one reserved though
Federal, in contradistinetion to Provineial subjects. the cubiects of Army and
Forcign Relations cannot, at this stage, be regarded as under the control of
the Federal Government.  ‘The relations of the Princes with regurg 1o Aoy
and Defence are with the Crown and come under the spdiere of paramountey,
The Princes therefore foel that when any period is provided for the ultinate
transfer of the Reserved departments to the Federal Governnent. that they
ought to he consulted hefore any such transier b i By their
troation, they are entitled 1o look up fo the Crown 1ar protection uainst

foreivn amresdon a< well as internal commioton, and no transfer o1 these
obligations from the Crown to the Federal Government can take ploce nuless
with their previons consent. The Princes feel that their Treaties of Acces-
sion ought to preserve this power of revision as all such treaties must he
bilateral in character, and the Paramount Power cun be released from ats
obligations only with the assent of the Princes.

2. The proposal that there should bhe some provision tor Ly transfer of
subjocts from the Federal Government to the units ana viee versa

The Princes do not agree {o this, They consider that no tran<fer of sub-
jects from the Provineial list to the Federal hsto or from the Central indian
list, to the Foderal list, onght to be allowed without their specific consent,
and such a power of constitutional amendment ought not to he within the
purview of the anthority of the Indian Federal Legislature. If any such
fundamental constitutional amendment is proposed_ it conld only be done by
a frosh Act of Parlinment, and hefore such an Aet was passed hy the Parlia-
ment the assent of the Princes should be taken. as «uch chanzes would
affeet their Accession Treaties,  The Princes should he free to avree to such
revision in their treaties adding to their IFederal obhgations,

3. Constitutional changes,

No amendment in the financial arrangements affocting the Indian States
ought to be possible nnless their previous asent was cecured. The Princes
attach great importance to their exemption from any kind of dircet taxation
proposed by the Federal Legislature. 1f any amendment secks any change
in this financial arrangement, their assent must he first taken and such a
constitutional amendment should only be possible by a fresh Act of
Parliament.

Similarly the Constitution ought to leave no room for any chanwse i the
strength and composition of the Federal Legislature. The avreement of the
Princes will first he seeured to the numbers of the seats they wonuld he
assigned in the Federal Legislature, and no decrease in thic number nor any
change in the mode of their selection ought to be left within the competence
of the Indian Federal Legislature. Such a fundamental changze onzht (o
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require a fresh Act of Parliament, and such a new enactment could only be
undertaken with the assent of the Princes.

Amongst the safeguards that were communicated to the T,ord Chancellor
at the third Round Table Conference by the representatives of the Indian
Princes it was requested that:—

‘ Any amendment of the Constitution shall—

‘“ (a) for the purpose of its introduction in the House require in
tho first instance a two-thirds majority of the House in which it
is hcing introduced, and will only become Law after

() separate ratification and acceptance by three-fourths of the
Indian States represented in the Federal Legislature and by three-
fourths of the members representing British India, provided that
no alteration affecting the Indian States in the following matters
shall be deemed valid without the consent of the State concerned.

(1) Sovereign autonomy of the State.
(2) Representation allotted to any State in the Upper House
(3) Minimum representation of any State in the Lower Iluus(;-
(4) The alteration of the territorial limits of the State o
(5) Additions to the list of Federal subjects. '
“ The statutory and constitutional guarantees provided for sh
unalterable except with the consent of each federating Stutu.;’

Taking this communication in relation with what they have said in the
present note, the gist of their demands amounts to the followine ...

Amendments in the Constitution may Le of two kinds

(1) They may be very informal changes of a routine
impinging upon the rights or obhligations of any lmitsl
ments ought to be possible without much difficulty an-d the, av b
carried by a simple majority of votes in the Legislature y may be

(2) But where amendments were fundamental and involved vital
changes in the Constitution, especially when confined to the five ’mntters
noted above, their passage through the Indian Legislature ought to he
hedged round by such safeguards as sought for under the <r1:\vi<-vq f
absolute majority or other specificd two-thirds or threo. s mniorit
in a joint session of both Houses.

all he

clmm(:tor, not

fourths majority

And even after the passing of such an amendment, in t} : .
LN ame : 1w Indi; ouisla-

ture, the Co.nstltutmggl amendment could only he llltinl:l;,«ly“(:.]‘L:]f' \]](ﬁ%vh
fresh Act of the B}‘ltlsh Parliament, for which again thél u%lsunzu ¢ ))“a
Indian States acceding to the Federation for such revision of thei (Z\n .-
sion Treaties ought to he first secured. oI Acces-
This practically is embraced by what the Princes he .
demand for freedom to secede. ces have moant by their

MaNusnar N. Meurta,
November 4th, 1933.

Such amend- -
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Panrr 1.

INTRODUCTION.

}. The Memorar}dum in which we submit our views on the varions issucs
raised by thq White Paper scheme has heen prepared in two 5(-(-ti()nq‘ In
the first section we have stated the principal modifications that slxo;xid in
our opinion be made in the scheme in order to satisfy moderate public
opinion in lndia and have indicated very briefly the reaaon;; 'nstlifvin'
them. In the second section we have attempted to answer i,h;.a I;;
criticisms directed against the basic principles of the White Paper prup(;s:xlll&

\'Vo have throughout kept in view the declaration of policy made by the
P;'lmo Minister at the end of the first Round Table Conferonce on hehalf
of the last Labour Government and endorsed by the lln\,st\nf National
Government and the present Parliament. The salient sentences of that
declaration are as follows: — ‘

“The view of His Majesty’s Government is that responsibility for
the government of India should be placed upon L(s;_r,islutur("q ('(‘:\ntl"l
and_ Provincial, with such provisions as may he necessary to “r’u'\r“;x t"l
during a period of transition, the observance of certain .()l)ligﬁ’ti‘(m‘ ‘ (ei
to meet other speeial circumstances, and also with such ;;u-u':n‘t‘t]‘:
as are required by minorities to protect their political lilmrt'i(v : ‘T
rights. T

“In such statut:ory safeguards as may he made for mectine tl
needs of the transitional period, it will he a primary concern (? Ill'U’
Majesty’s Government to sce that the reserved powers ’zm-’ S0 f)r' l?
and exercised as not to prejudice the advancoe of India ﬂ).rou r}'m:Iw
new constitution to full responsibility for her own govcrnment‘:’l *©

It is in the light of this declaration of policy that we have examined tl
White Paper proposals, The modifications we supgest do n(,)t uff:-Lft, tlle
basic structure of the scheme. They arc intended to ensure that the réﬁwrv )3
powers are so framed and exercised as not ““ to prejudice the advance :)f
India to full responsibility >, and to secure that the period of tr'\nuyitinn
is mot indefinitely extended. o

Preamble to the Act.

9. We consider that the preamble to the Constitution Act should contain
a definite statement that the “ natural issue of India’s constitutional pro "lt('ﬂ‘
is the attainment of Dominion Status’’. This declaration. as ]:<)rl(l l‘;‘\\"iz
explained in the announcement he made on behalf of Hig l\i:lj(:st\"s Gover
ment on October 31, 1929, is in accordance with previous publie ;.‘(‘(‘I'\;"lt/. .
of Ministers of the Crown and also with the dircetions given ilyl ”l(‘. l‘ ')t“~m
ment of Instructions by Tlis Majesty the King *“that it ’isa ]li;- . ’llllh-mi
pleasure that the plan laid down by Parliament in 1919 Hllil)ll]}l b nltl“l :m(
by which British India may attain its due place among s (l nonat
That the expression “ Dominion Status ” was not used ;17!1 P ..:‘(jmml.mlm.
honorific sense is clear from the following extraet t'rm;l the m(l'\'("( l'(‘m‘mm.l ('"l.
to India by His Majesty the King-Fmperor, through 1.1 H. h.]t}f(’\(l(;mlquf
Connaught, on the solemn occasion of the inaunguration .f'(}.. . . yee o
Legislatures in 1921:— of the new Central

“ For years, it may be for generations, patriotic and loyal Indians
ha.we dreu{ned Qf Su‘a_mj for their Motherland, 'l‘o-(lu.v vou ‘?mvn hegin-
nings of Swaraj within my Empire, and widest, SOOPO ind ample o )’for-
tunity for grogress to the liberty which my other I)(nni.nion.:% ml\jm'.'l’l
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Indian public opinion has been profoundly dirtnrbed by the atiempts
made during the Jast two or three vears io qualify the ropeated pledges
given by responsible Ministers on behalf of His ,\lujm;}‘.\ Government, Since
it s apparently contended that only a definite statement noan et of
Parlimment would be hinding on future Parlianeuts, and that even the
solemn declaration  made Ly s Majesty the King-Fainperor onoa tormal
oceasion is not authoritative, woe feel that a declaration i the preamble is
essential in order to remove present grave misgoovings and avoid future
misunderstandings,

Juite and conditions for the mauguration of the Frderation.

3. We consider that, following the precedent of some of the Dominion
Coustitutions, a definite date after the passing of the At should he fixed
by the Constitution Act for the inauguration o the Federaion, We have
been assured that no serious difficuliy is now anticipated o the way ot an
early establishment of the Reserve Bank, and we have siea beens anthontas
tively informed hy the witnesses whoe appearcd on Sehad of Un Princes’
Chamber that a period of one year wonld be cflioene e Lhee Becotiations
in conneetion with the Treaties of Aecossion. 11 i peared that uninreseen
difficulties micht defay the inaneuration of the Fobraton, power might be
piven to s Majesta's Government to postpens the date by means of a
Roval Proclamation,

In making this snggestion we have in view the peyeholugieal effect of <uch
a provision on the politieal parties in India. The uncertainty that must
necessarily result from the absence of any definite date in the Constitution
Act for the inauguration of the Federation and the posatility of further
delay arising from the procedure ol an address in hoth Houses tor the issue
of a Proclamation wonld seriously prejudiee the formation or realignment
of political parties in India. On the other hand. we have reason to suppose
that i a definite date were fixed, even the parties which are dissatisfied
with the White Paper Constitution wonld probably cease to carry on an
agitiiion on the present lines and would be enconrazed to concentrate their
atlention on the new elections. We attach very great jmportance to thiy
development, since the satisfactory working of the new scheme must neces-
sarily depend on the oxistonee of well-organised parties, prepared to work the
rcheme.

The Rescrved Nuljects,
The Army.

1. We have accepted the necessity for the reservainon, during a period of
transition. of Defence, Forcign Affairs. amd the Feclostastieal Department,
Wo regret to note, however, that in spite of the ansistent demands of the
Indian Delegates at the Round Table Conference tor greater contral over
Army administration and the promise contained in the Prime Minister’s
declaration that the reserved powers will not e so framed and oxercised as
to prejudice the advance of India to full responsibility, the White Paper
prm'i.\imm relating to the Army, so far from aiving Indians greater oppor-
tunities tor influencing Army poliey, actually make the constitutional position
In some respeets worse than at present. While at present the Governor-
General and his Council, three Members of which are Indians, © superintend,
direct and control 7% the military  government of india. the Governor-
General, assisted by a Counsellor appointed at bis diser-tion. will i fature
solely determine Army poliey. A direction i the Instrunent of Instruetions

* Government of India At Seetion 33,
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to encourage joint consultation hetween the Ministers amd ¢ swehlors is
obviously no satisfactory substitute for the nppnrt,uniti‘m‘wlni(-}“ml"w ‘?‘f 't
statute affords to the Indian public of exprossing s vie ! ]tl.“ present
Indian Members of the Executive Council. Past o u'ri(*nv“x.\ ;mm;(h the
working of a similar direction to Provincial (;Ov(:rl””m -‘(, “,‘ l']w n(:Ll_u\l
consultation between Ixceutive Councillors and Mi i.t,:m l-(g'l.r(.l" loint
statement. In Madras under Lord Willingdon joint n.HL.m Justifies this
variably the practice, while in some other provinces v(vf)nsult

the two sections of the Fxccutive were the rnle rati?(\thtl I i
Nor.wero these variations due to local (’i""u"l's'tan;.m u}n the exception.
provinee under different Governors the practice };ns l)u;"ryl (l(i)frfe"\l ttlm fame
5. \Ye summarise below the modifications that should. in o
made in the White Paper provisions relating to Defence e

(1)Y* (a) The Army Counsellor should be a Il()ll—(rb)ff‘l(‘i‘ll Indi:
ably an clected member of the Federal Legislature m"n .W A
sentatives of the Indian States in the Federal ’;:"iul- m. of the
(b) There should bo a definite programme of ln:];:,',itl.lll""
ence to a time limit of twenty or twenty-five V('l‘ll“,"
primary duties of the Indian Army Counsellor sho d
zm';}} training of Indian officers for the progr:

1¢ position of the A ! ¢ : ; :
montnl]]y o of fmmrtlxl_],vug‘?)l;r\:(l,llIvnr', .\ve may point out, will he funda-
T . any responsible Minister. Armyv S
will, in all. vital matters such as discipline, strateey. oo W policy
bo determined by the (Jommzmdcr-in—(,‘hicf,. ,J:h"m)‘ri(q.““,l);”“'lnl’ ete.,
of the Army Counsellor will be ““ to express the Vi“.“k ”f( ]I;'l "””M“”'“
General on defence matters in the Legislature ‘winm' ‘tl”.‘ ! " (u_)vm"nor-
i whic e Y . all matter:
with the civila(z:ullrriixlnci:t?'fti?e Aafny Department bring it into congact,
these very limi tation.  We consider that for the disch:

y lmltefl .functlo_ns it would be more appropriate : scharge of
to have a non-official Indian Counsellor, chosen 1, tll ":‘L and desirablo
at his diseretion. The Counsellor will, of (-uu?']'- “ "‘.’V(‘v"lll)l'»('i(m(-r;l|
Governor-General who will be free to r(’siw-t hig "“],'_me“,]y advise the

(2) The Treasury control now exercisod .in re o o
by the Finance Member and the Pinance
tl'nued under the new constitution. We fl‘ll]y Fetomnise (bt con-
differences of opinion the decision of the ('(,\: - e }Mt meeases of
ultimately responsible for defence, should he {“ l“'"’r'("‘""”'?ll, who s

(3) All questions relating to Army policy .
ostimates should be considered by the cn,tire Government. :
thq Counsellors and the Ministers. Wao again (rr‘"l('n., m(:lu(h!m all
united Cahinet should fail to arrive at ‘“ll'l ’l_“““"l-.lnsu thut,. if the
equndlturc to be included in the hudget or ();IL-”“( l,".ult l"'g:nr(l.n;; the
toit, the Governor-General’s decision  shauld ]w“:nq‘llli‘hl](’]‘llﬁ veferrod
minimuim thut'would satisfy the Indian public 0"“\:_!‘1‘;‘,‘ Fhis s the
Paper scheme involves the abolition of the (;m’v‘,l.' ,(l ¥ "N,““‘ WI”A“’
the Indian members of which have not only inilm\mtl ’IH'val s Couneil,
have actually participated in the determination of ”](N A“.“y policy, but

(4) There should be a statutory Committee . ftmL policy.
stituted on the lines of the Committee of Iy ;_(".' llmhnn Defe
mittec should consist of the Commzmdor-in»()hif-?lIll b

ation was in-
parate meetings of

our opinion, bhe

prefer-
repre-

wion with refer-
amd one of the
should be the provision
tmme of Indianization,

speet of Army expenditure
Department should he

and the annual Army buduwret

nee con-
fence. The Com-
and other Army cxperts,

* Gir Henry Gidney considers that the Army C
official but not necessarily a non-official Indian
1 Para. 12 of the Second Report of the [“cdc.rul Strue

ounscellor should be a non-

ture Committoe.
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the principal Foderal Ministers and uny other Misiers mesiding
. [
voat his

reprosentatives of the Indian States whom the Viorw
discretion select,
(5 The cost of defenee s primaridy an st ratove d-me, bt the

seale of Army expenditure is a dominznt fector i the S Ll snaon
and  seriously  reduces the margin availasic for e natonstaihiing
services,  Our views on ihis sabject are weil Riwsr oo I R
Government.  We merely repeat onr reguest that anvieesions <homld

nre very ocdetantiadly

be made Turther to reduce the military expends
and that the provisions we have suggesied above o ensure e eiany i
Army administration shonld ho given effeet to in the Constitution Act.

(6) There should be a provision in the Statute requiring the consent
of the Federal Twegislature to the employment of the Indian Army
outside India, except, of course, for the purpore of the defence of India
itself. At the third Round Table Conference His Moo -0~ Government
agreed to consider the suggestion how tar the Lo . weioht hae
given a voiee as to the loan of Indian foreos v v i Seriinent
“an ocensions when the interests of Tndie within e < ore o detence

were notoinvelved 7Y

Other Reserved Subjeels,

6. Wo consider thal it is nnnecessary to provide Tor ot than twa Coun-
sollors for The (hree Reserved, Departments, since the adiinistration of
Feelosiastieal affairs daes not involve any appreciahle work and can castly
he entrusted to the Army Counsellor. We have heen assured that it 1~ not
the intention to appoint more than two Counscliors. b e prosisien lor o
third Counselior in Proposal 12 has ereated some nsapprohension in India,
for it is feared that if a third Counsellor is appointed and s placed mn
chargo of the special responsibilitios of the Governor-Generan there iz olispder-
able danwer of his developing into a super-Minister, whose activities must
pecessarily take the form of interference with the work of the responsible
Ministers,

Financial Safcguards.

7. 1n view of the great importance that has been attached at the Round
Table Conferences to the sterling obligations of India and of the attempts
that have heen made in this country to exploit the nervinsness of the
investor for political purposes, we have analysed in the seeord part ol our
Memorandum in some detail the debt position of India. Throe conclusions
emerge from this analysis:

(I fu the first place, fiveosintha of Tndits dede ot by pro-
duetive assets, which are manly State railway~ aned rrocaom Wk
(2) In the seeond place, the intergal rupee debooof b0 ey

one and a half times the sterhmg debt and an APPTC e pertion even
of the latter ix held by Tndian investors,

(3 In the third place, a considerable portion of the rupee debt is
held by millions of small investors helonging 1o the upper and lower
middle elasses who are politically the most vocal seetion of the population
and among whom nationalist feeling finds expression inits mostintense
form.

The significance of these conclusions lies in the fact that any factors
that affect the stability of [ndia’s finances or its erediv an Enghand wonld
have serious r(-pvr(‘nssimn on India’s internal credit,

* Page 17, Indian Round Table Conierence Procecdimgs, Third session,
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8. We must also draw the attention of the C i
g , d 1iec Committee to another fe: g
(\)\f'af'n:i:lss;f,‘g(e)?&* “'ll(l" tof,a] expenditure incurred by lndia (mh‘t;mﬁ (:tx:.llz
prevalling ::t tiio ?;:néonb()?rt?b(m_t’ Re.311 crores at the rate of exchange
revenues towards Great Brit: e sum the direct contribution from Indian
Rs.220 crores, nearl ‘t . é] 'dllr? y War. expenditure was £146-2 millions or
figures metude t) yvfwo- nrds of which was found by borrowing Thes
p:ivaio rifts ((ir t: g,l tto-fl L!OO ml“"m‘sj but not, of coursc the rl‘l’lllll(‘l‘()‘l‘li
COntrxHu%ions towqe 50n ‘rl )utlons. of' Indian States. If Briti;h India’s 1
: ) ards Great Britain’s war expenditure d ST
pz'ud on War borrowings had been utilised for wiping out :lll the nterest
of 1“‘“1‘_7 the sterhng debt to«day would have heen ve ' Htm‘lmg-d"ht
substun.t{ul portion of the amount was borrowed l;eforczc;{ sm'u“; tor &
ln(]lltl((? o{)ellntcrv.x't and until recently the securities werd quntmllc :lyl{}:u‘:b {UW
Were“ : lo-wl Par, We. fully recognise that these enormous (-nnl'ril;l :'( i
w im.uc by the Indian Legislature and we also recognise that wl 'l vor
thz c\;sciltl'mstances connected with the composition of India’s x} ..]‘-‘ utover
position of the British investor is not affected., Wo } ¢ sterling debt
?0 this S}l"JOCt at any of the Round Table Cunfo'rcn'(- rave mot rolerved
it now with great reluctance for the last thing we ;lesi;is’ujlrl(l N
iti)‘x]‘egohtllf:: l?urposes a gift made with the full usseni of Indian repr
ertheless when attempts have been mado in t}‘,‘n representa-
exploit the nervousness of the British investor for )ul: .ns (".’""t'}v. to
propaganda, it 1s necessary to bring to the notjce (If tlp()ses 'ot. political
and of Parhiament the fact that if India had lt"]‘-) e British public
she contributed towards the expenditure on the -l-~lLM(! he
i}tvfarlmg obligations, the stgrling debt to«lay .\‘v(,:lll((ll‘l h.:t(‘ l
sa((:rili?;:t ;}Il)ipcchallr()ligli -B(Il‘m?h sense of fair play tn sceltl:x(int}r(("li‘:z Nm:.l'”'
o needi e i 1:}1? in orqc.r to assist Great Britain in‘}ul‘l-m]"ml
of the Legislaturé and th e ]T"pOSI'tll)n of severe restrictions on th!/l 1f)ur
tion of the countey NotﬁiI:GSP?llSlll)le Finance Minister in the mh(ni'ri")f\ltj'm
than the rc-nlmuti‘o.n ;)f the [I.f“ou G oxasperato [uding public opini n ’h’l‘
» H act that the enormous sacrific piion moro
had made have actually become the justification f(;r" rifices t]mt. India
way of her constitutional advance. impediments in - the
9. We ngw proceed to indi > ificat
Paper progisi(lms. cate the modifications wo
(1)_ 'The facp that a large number of Indian
sterling securities in this country and that an )
Rolyi)t(’i((‘)nd(t‘(l;tw]'s;l lIICI-(‘ ‘-)'y! N ll,;“‘ge class of small investors who will bo i
Eonstltutcs inmo:xrc?)n.::l(i: ;’13 N POhtl?nl mf.‘ucnm under tho new (‘(Hlsi(itul:' o
PN alnd of herp(-rc:l'tﬂn!eﬁ%twe satvgll_ard for the se('urit,vl of lndim’n
ﬁnam‘i'.” el o er ! .n)rmld. A special responsibility in respoe o
‘ *ig ! 3 .'x‘m‘ credit has,&mwaver, heen imposed . l ‘.\])1((, of
General. At the Third Round Table Conference atte ”"] the Governor.
seveyal ‘(lclogutes tg define this responstbility l);'c(-j' l»](;lll.',tx were made by
:l[v)l).ll(':ltl()n to speeific cases such as lmrr(,“-i'nw4 tor ?“,?t «Ilnrl to restrict its
Whil: considerable sympathy was expressed for this | mdgetary deficits,
difficulty of drafting a clause that would cover all sy ; »th- demand,  the
been t}.m prmqlp_ul consideration that has inﬂuenv(.wl(‘}'['(f“{‘H }ms :'lm':m'ntly
(rlni?f?ctu(gl(asrs:aii?;%ilthe wording adopted in the Whll:stu.Lll’J'(M;Yh Gavern-
iz are found to he insuperable, we ('rm:lil)l(r. ”lft t:]e
B . ) 7 doer that the

* !l‘

we refer to
do is to exploit

money which
ar to wipe ong her

suggeest 1 the White

Imve.lnvuste(l in Indian
appreciable portion of the

he figures tn this paragr S

) t this e agraph are taken fp Lo

contribution to the Great War” published by u,..l-:)ll,lihtll,l,f;LI‘”:I;I :iutmn India’s
« Yo 1w

of India. Government
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intentions of s Majesty's Government ould he made clear by nicans

of appropriate directions in the Instrament of Instructions.
(2) We recognise that if the Governor-General s to have

responsibility in respeet of financial stability and CFedt, U Wil b mecessary

for him to have a Financal Adviser on tho spot. for it i Detier that Le

a0 spedtad

should he puided by an adviser who is stationed in [pelia wred s an ok It
with loeal conditions ihan that lie should Te ohlied o e e and of

experts in England who have had no direct or Teeent ventio Uowith India.

We have, therefore, no objection to the appointinent o1 an
limited pertod under the new constitution, hat it sconid
either in the Statule or in the Instrument of Instructions. that the inten-
tion is that he should not mterfere in any way in the ordinary day-to-day

admimstration.

advi-or Tor a

P aacde clear

consideratie advantazes In

Weo are furthor of opinion that there are
designating him Adviser to the entire Government, e the Governore
General as well as the Minisiry. It is alwo very important that Foneneint
Adviser should be a financier approved hy and aecepiails vt i
Ministor. The sticeess of the financial Sdviser will dep nd not merely on
and Lo- politieal
Lo Leovernor-

his experience and knowledge hat upon hiis persona
ontlook.  His duties under the Constitntion w.il e o adlvise
General when he considers that the finanea ctability or eredit of the
Foderation is in dangrer: but a tmancial
Live offoct of a series of acts which individually are not
as to justify interference. It 1s obvious that the ntlity of a Financial
Adviser would be gravely diminished 3f e conld deal only with the vonse-
uences of a erisis and had no opportunities of preventing it by nvitg his
expert, advice at the appropriate moment. 1t i<, therefore. of the urmost
importance that the Minizter, while faining fully his it o reiet the
advice of the Fmancial Adviser, he encouraged to consult iom as freguently
as possible.  We request the Committee to take the psyehological tactors
the Finauneinl Adviser were chosen without the
would

eTinie is often due to the cumula-
G sHeh conscquence

into consideration.  If
zareement of the Minister and did not enjoy his confidence, the latter
probably never consult him, however ablo and experienced he miuht De.
The inevitablo tendency wounld b6 for the Finance Minister to isolate himself,
as far as constitutional provisions would permit, from the Financial Ad-
ain obhject for which the appointment is considered neces-
sary would he frustrated.  On the other hand. i1 the ~election were made
with the approval of the Minister, he would probably et mto the habit
of consulting him and of accepting his advice withont any prepndice to his
constitulional rirht 1o vejert it in eases in wlhich he considered 1t necessary

to do »o.

viser, and the m

(3) Wo havo recognised the imporiance on Gt rroutcis oi the calls
stitution of a Reserve Bank. We do not propese o offer any detailed
observations on a subject which has been discussed by a special committee
hore and is now hefore the Indian Legislative Asembiv. We wish however,
to emphasizo here that it is of the utmost jmportance that the principal
cfficers of the Bank, namely, the Governor and Deputy Geovernor. should
not be under the influence cither of Whitehall or of the Cirye I the
conrse of the discussion which some of the Detezates to the Rouml Tahle
Conference had Jast year with representatives ot the ity very great
emphasis was laid on the importance of extablishing a Bark which had the
confidence of the Indinn publie.  Nothing would <hake public contidence in
India more than tho suspicion that the Governor and the Deputy Governor
were acting under the influence of Whitehall or the Ci.
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(4) The legislation in respect of currency and coinage and of the
lescrve Bank should not, as proposed in paragraph 119 of the White
Paper, be subject to the previous assent of the Governor-General.  (Two
Members dissent from this proposal.)

These provisions and the establishment of a Rescrve Bank, independent
of the I'ederal Executive, would in effect mean that the il"in;mce Minister
would not, in respect of currency and exchange policy, be responsible to
the Indian Legislature. We draw the altention of the Committee to a
statement made by the Secretary of State on Decoember 24th 193:2/ at a
meeting of the Round Table Conference, that * the British ,(:ovor,nmon't
have fully accepted the fact that there can he no effective trulixf(‘r of
responsibility unless there is an  effective  transfer of financial re-
sponsibility.”*  We do not see how Financo can be regarded as a trans-
ferred subject unless and until the Finance Minister is also responsible
for the currency and exchange policy of tho country and is in a position
to determine that policy solely in the interests of Indin, Indeed, as wo
have shown in the second part of the Memorandum, so ]()n!v'“q. the
currency and exchauge policy of the country is reserved it would I)T- (]i.ﬂ'u-ult;
for the Ministers in charge of Industry and Agriculturc to accopt full
responsibility for the development of these Departments. ]'twlis un,
necessary, especially at present, to emphasize the fact that the proﬁpvrit;
of industry and agriculture is very closely connceted with the level of
commodity prices, which, of course, is dependent on the (‘Ill‘l‘(‘ll("v and
exchange policy of the conntry. T

(5) Future Indmr} sterling loans should be raised on behalf of the
Government of Tndia by the High Commissioner or some other suitable
apency. The 'Sec?‘etary of State in his evidence before the Committee
recognised the Justification for a change in the present procedure.  The
question has a political aspect, since the mnecessity for securing the position
of the British investor is one of the principal justifications for the financial
safecguards. We realise that any change of procedure might result in a
higher rate of interest for Indian loans, but this possibility must be
faced by India at some time or other.

Fiscal Convention.

10. Under the White Paper provisions, Commerce will be a transferred
subject, in charge of a responsible Minister, and fiscal policy will he deter-
mined solely by the Ministry and the Legislature. Sinco the special re-
sponsibilities of the Governor-General do mnot include fiscal policy or the
other matters at present dealt with under the Fiscal Convention the
Governor-General will, in regard to such matters, bo guided by the n'dvi('(;
of his responsible Minister.  We have no modifications to shigeest, \s
regards the provisions of the White Paper, but in view of st:ltmm:rtq thrl't
have been made in this country, we wish to draw the attention (')f lilq-
Committee to the following passage in the Report of the Joint S(-l(\(-£
Committee of 1919:— '

‘ Whatever be the right fiscal policy for India, for the needs of
her consumers as well as for her manufacturers, it is quite clear that
she should have the same liberty to consider her interests as Great
Britain, Australia, New Zealand, Canada, and South Africa.” /

* Page 79, Round Table Conferenco Reoports, Third Serics.
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‘The further declaration hised on this pacraee made by Mro Montagu
in 1920 in reply to a deputation frowm Lancashire cannot be too often
quoted.  He saidi— °

“After that Report by an authoritative Compitee Boah Hiviaes
and bord Curzon's promse i the Howse ot Lorde, it was aheal sty
unpossible for me o intertere with the right whnoeh 1 o bheliovs was

wicelv given and which T am deteranned to wmaian
Governmenl of ITnia the right 1o consider the anton e

jast as we, awihont any complaint irom any othor et
and the other parts of the Empire without any coinpiamis iron ns
have always chosen  the tardl arrangeminte whiol ey think best
titted for their needs, thinking of their own atizens first.”

The confidenco inspired by this declaration of poley and the poliy of

discriminating protection (which, it may be noted. s oa far nmore diluted

form of protection than the system in foree an the P oo e ed
to the remarkable industrial development o India darvans oo e e ol
to which reference was made by the witnesses who aypentoy on 1o

the Manchester Cliamber of Commerces  Any dopariare o o

H ey
would causo dissatistaction of the very gravest charworor o g .“,fi thee
consequiences mixht he most disastrous even from e joor o8
British commercial interests.

1H, AL @ very lato stage of onr dehberations o wizee ot a0 has hevn
wade that while complete frecdom e the nitter of warad arranzements
should be definitely rv(-ngnisv(] Ly Statnfe. there shounnd e w0 ause
hibiting discriminatory tariils penalising Britsh amports
those of other countries, imposed with the ohject o

W0l

].TH-
cotpared with

e el tned
pressure on Great Britain. It wae explomed thay sy ool _\,‘_ .\4,‘1'.rxi
not prevent diserimination apainst Great Britom a0 was vensany
the cconomic interests of Did, nor wondd v yoatrir L w1t
right of India to conchude trade agreements with fore o o e oy th
interests of Indian commerce and industry. For amstance, 1w made

clear thal a reciprocal agreement with Japan as recards the purchase of
Indian cotton hy Japan and the purchase of Lajancse cotion goods by
India would not come within she scope of this clause even 1t st invaived A
certain measure of discrimination agminst Great Brivan,

12. The possibility of the tariff being utibsed as an nstranent of
political pressure is remote. Our fear i~ that nosundor-tosbnes are
bound to arise if the Governor or the Governor-Gewerad isothe anthority
that will decide whether there is a political motive underiving the Conomic
poliey of the \linisters. 1 British politicians have b«'_vn alarmicd by some
of the statements of the Congress amd some of the mphications of Con.
gress policy, we venture to point ont that l_n(h:m comitiercial Imterests
have also heen very distirhed hy statements anoa weet.on of the Brinsh
press that in the ceonomic interests of  Great Britwin thore <hougnd he
no rolaxation of Parliamentary control.

13. We wonld like in this connection to refer bricflv 1o the varid develop-
ments in the past and to their psyehologieal reactions on Indian public
opinion. The efforts of Lancashire to interfere with the tardi arrangements
of India in the latter half of the last century, the abiohitan of the whole of
the tmport daties in 18SE after a memorial by the Maw b Choe e
Commeree and a prolonged controversy between the oot e~
the Government of India, and finally the anpoaian o o .
cotton goods in P96, wpain under pyessare oo Faae o0 L
seriouy politieal repercussions on Il b g, .
to all who are acquamted with the ficeal g o0

el e
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during ¢ .
politifal ?:S;Zs;nsdo t{leags' The excise duty on cotton goods became a grave
of heavy import dutie emand for its abolition continued long after the levy
tariff i;l‘l‘angements is ((lm cotton goods. The grant of freedom in respect of
of the excise duties i 7’19;" the Fiscal Convention of 1919 and the abolition
of India and in alit‘ 15 have had a remarkable effect on the fiscal outlook
preference. In 19%)6 I“{;‘.‘ ar on 1its attitude on the question of Imperial
preference; but a Bill;1 ia had refused to accept the full policy of Imperial
through the T o vor.the grant of preference to British steel was carried
agreement was Iga.tiﬁe‘(li‘z lnh1927 fl‘:ho‘ugh by a small majority. The Ottawa
and the Indian tariff Y the Leg_lslature last year by a very large majority
British goods. The l'ea‘nov‘; I‘)TOVIdes for preference for several classes: o%
of Sir Charles Innes Ton or the change has been explained in the evidence
of Commerce for five .W 10 was & member of the Viceroy’s Council in charge
ve years and is undoubtedly one of the greatest authoriti:s

on Indian commerei
question Ne, 5007 :mil matters, The following is his reply to Mr. Davidson’s

‘“1 think it i
was mainly due to the fact that the Indians realised that

it was for th ;
agreement, Iimﬁ:ei 1210 geclde whether or not they would ratify that
diseriminating protecti ays, before we introduced this principle of
a free-trade counbe m";’fl every Indian thought that Britain kept India
Convention was intsx,-de :; interest of her own trade. When the Fiscal
of discriminating protelc:' » and when we passed a Resolution in favour
once transferred all th(i Eo?, and the first Steel Bill was passed, we af,
sphere, and 1 recont 'e:; Tom the polifical sphere to the cconomical
more we have been crfeat'rs mn the Indian Legislative Assembly more and
more and more difficult flor;g a strong Free-Trade party. It was getting
all to the good; it shows thme to pass Protection Bills. I think that is
sure that if we had n 4 e value of responsibility, and I am perfectl
ot taken that action, you would never }I:ave goi

the Indian to a;
gree to pref Lt
agreement, and it seems?; elerence on British steel, or to the Ottawa

. g o m
effect of responsibility.” ¢ & very good example of the stimulating

14. In these ci
cireumstances we request the Committee definitely to recognise

by Statute India’s freed
p { om to r :
tions or qualifications. Such veulato her fiscal policy without any reserva-
justified by the results. In 2 course, we are convinced, would h }
= -, AL OUr opinion, 8o far as the fiscal ’relatiuons betfu“y
. - - 1 e
will be any tariff discriminati oncerned, the question is not wheth thare
what extent preferemee wil b:n i‘%a.mst Great Britain but whetherel‘alfge:e
provision which might never havg en to Great Britain, A constitutiona(i
tendt tofoﬁend public opinion in i ; i
ment of any preferential arrangement judice the develop-
desires to shake hands with Great Brit:inaznrigizgiso?;e?t (]?ri_tain. Ind?&
rﬁcogmtlxlon (af equality. A proposal that she should b«xa‘lelfll Sip based on a
she is allowed to shake hands, lest she be tempted ‘to t‘_and-.cuﬂ’ed before
most expedient method of beginning a new era of S- l'lk?’ s hardly the
understanding. of cordiality and mutnal

Commercial Discrimination

15. The question of Commercial Discriminati
prolonged negotiations and discussior::C¥LTIX$:;0n vﬂms been the subject of
. discussions and negotiations, the expression « sz.nil&:rs: Th?"’“ghqut these
i wed o 3 vy mited st T elorsncs soly to niemat s
: mmerce. It was never intended ternal restric-
arrangements and the other matters dealt with under the Fggcallngl ude tariff
~onvention.

“»
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In fact, the only refercuce to t¥e subject in the reporis of the first Round
Table Conference is found in the Report of the Minorities Sub-Committee.

16. On the question of principle there has always been a substantial
measure of agreement. The Ail Parties Conference which met in India in
1928 and which was presided over by that eminent leader of the Congress,
the late Pandit Motilal Nehru, stated in their report (commonly known as
the Nehru Report) that ‘it is inconceivable that there can Le any dis-
criminatory legislation against any community doing business lawtully in
India ”’. The statement was endorsed in even niore emphatic terms by
Mr. Gandhi at the second Round Table Conference. 1t has been accepted
on the one hand that there shall be no unfair diserimination against British
companies operating in India, while it is equally agreed ou the other side’
that the lndian Government should have all the powers which Great Britain
and the Dominions possess to develop indigenous industries by all légitimate
methods. The difficulty throughout has been to define by legisiation the
expressions ‘* legitimate *’ and ¢ unfair >’ and also the term ‘* indigenous .

17. The question was considered by the authors of the Montagu-Chelmsford
Report and also by the Simon Commission. The former in paragraph 344
of their report made an appeal to furopeans “to Le content to rest like
other industries on the new foundation of govermment in the wishes of the
people 7 and to Indians ‘* to abstain from advocating differential treatment
aimed not so much at promoting {ndian as at injuring British commerce ”,
The Simon Commission considered that it was not feasible to prevent dis-
criminatory legislation by attempting to define it in a constitutional instru-
ment. Any such provision would, in their opinion, have to be drawn so
widely as to be little more than a statement of abstract principle, affording
no precise guidance to courts which would be asked to decide whether the
action complained of was discriminatory.  The Parliamentary draftsmen,
however, considercd otherwise, and attempts have been made in the White
Paper in Proposals 122, 123 andl 124 to deal with this highly complicated
question. The view of the Simon Commission has, however, been justified,
for the draft has already been found to be unsatisfactory and a complete
redraft has been suggested in the memorandum circulated by the Secretary
of State. We must point out that if the clauses are drawn so widely as to
prevent legitimate discrimination, the Government would be driven to State
socialism as the only method by which the provisions of the Act could be
circumvented.

18. Before we deal with this revised draft, we must state very frankiy the
apprehensions of Indian commercial and industrial interests in this matter.
A protective tariff, as regards which complete frecdom has been given and
is to be continued under the White DPaper scheme, is the most common and
perhaps the most effective method by which indigenous industries can be
fostered and developed. The clauses relating to commercial diserimination
also recognise that in the case of bounties, subsidies, or other payments of
grants from public funds, discrimination even in the case of British com-
panies operating in India would be legitimate under certain circumstances.
These, however, do not exhaust the methods by which other countries, in-
cluding Great Britain, have attempted to develop indigenous industries ot
to counteract attempts Tuade by foreign companies to frustrate the objects
of a protective tariff. The particular difficulty which is disturbing the minds
of Tndian commercial men is the possibility of powerful foreign trusts estab-
lishing themselves in India and making it impossible for Indian industries to
develop, not necessarily by methods which in ordinary commercial practice
would be regarded as unfair, but by their superior resources, DOWEIS of
organisation, political influence, ete. It is immaterial from the Indian
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point of view whether these trusts are Brieish i ati
see'how legislation can differentiate between a,ox‘follg;;n‘::ﬁgln 211’1 norh('l(‘)hw’e
re%‘lﬁtered in Great Britain and a British company pany Wi
'he question has already arisen in the cas ' sh i .
?esult of the heavy revenue imposed on ma,teclfefs ti}Le {g;;chan}l)(ilus;crﬁ: o
industry has developed, and the Swedish Match Company l’xas al 5 nt ll%f'nl(l)us
several factories in India. When the question whether the xs‘g o Icsl o
shoqlgl be deﬁmtely recognised as 4 protective duty was consideve?lui el
Tariff Board in 1928 one of the points which it examined was wrlf th Y e
Government .should introduce any special measures to curtail the ea tgr't'he
_of the Swedlsh.Match Company, in the interests of the Indian con‘: s
The. Board, which was presided over by an Indian and had a majo?ﬁ;mesf'
Indxa.us,.rgcommended that a no-discriminatory action was necessary thgu 0h
the situation reguired careful watching; but it is interesting to n,ote vhit
the Tarlff‘ Bo.ar(.l did not consider itself precluded from considering the ques
tion of discrimination and examined several possible methods, such a: t};-
establishment of a quasi-monopoly under Government control, State contro(;
oiilzalels and 1prices, and a differential excise duty.¥ )
. In dealing with the revised draft, it would pro
to state clearly on what lines the draft should, inpou?a(t))ll)zn?c?nbel:exrncig'rﬁus
rather.than to suggest specific modifications of the draft “}e ric
below in the form of propositions our views on this subject'-—— summarise
(@) We have no objection to the general declarati itis
subjects in x:egnrd to the holding of public offices or izobr}llea:)rfgti:i;:;]fw}é
any profession, tra(.‘le. or calling. We wonld, however \vor;/ st\r Ljn?r
object to any provision which makes it impossible for’ Indi ‘t (mdh'}
criminate against subjects of the Dominions and Colonies whi‘% o dis-
disabilities on Indian subjects. We do not wish to elaborate 5;11 impose,
furthe_r, for His Majesty’s Government are aware of th ‘lt 1o pont
intensity of Indian feeling on thﬂi; question. o strength and
(b) Proposal 124 of the White Paper amd the revi
nise that in respect of bounties, subsidies, Otevz)sti%rdr;fxt);rizlé{ ricog-
public funds, discrimination would be legitimate. We would h(iwemm
like to point out that the Report of the External Capital Corr’mlitt Ve];:
1924, on which the draft is based, is not the last word on thj E? ¥
The co_nditions imposed in accordance with the recommendat; ; Sllf ]ed’;'
Committee have so far been found to be satisfactory, but it ons o t.hls
probable that altered circumstances will necessitate c;ther 0 s'tl'mt Yo
modifications of these conditions with a view to the encolfrn mont of
Indian trade or industry. The clause should not, therefore :eg im_ent }?f
right of the Government and the Legislature t’,o impose ’f :hnct"t/ ¢
ditions, if necessary. trther con-
(¢) The clauses relating to the special provisi 5
British subjects domiciled in the UEited Kpingd:(;r)lnzslriogals)glmns t;‘:ho are
ciple of reciprocity. In the course of the discussions we hav On f ored £
several methods by which Western countries have attem t,(;c{e e
and develop national influstries and which might in cpt L to .foster
stances be held to contravene one or other of thege provisiver  Wo Tave
two alternative proposals to make, e ons. We have
90. We strongly hold the view that a friendly se iation is
by far the most appropriate and satisfactoryyme*gl?:dmirfl’t(’{}gllil:gosmmnhl's
complicated matter. Any statutory safeguards given to Brit:ishbcommlert:i'l\:i

! * Appendix A, Report of the Indian Tariff Board reoard, T e
yrotection to the Match industry, 1928, ! oard regarding grant of
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interests would irritate public opinion and would operate as impediments
to be a friendly settlement. We therefore earnestly suggest the omission of
clause 123 of the White Paper and the corresponding clauses in the re-draft.
If any legislation which subjects to unfair discrimination any class of His
Majesty’s subject protected by this clause is passed by the Federal Legis-
lature, the Governor-General has already the right under clause 39 to reserve
the Bill for the significance of His Majesty’s pleasure. Any such action on
the part of the Governor-General would itself put ihe rival parties in the
proper frame of mind for a satisfactory agreement. The fear on the one hand
of the exercise of the ultimate veto and on the other the possibility of assent
being given in view of the strongly expressed public opinion in the matter
would probably induce the parties to arrive at a satisfactory compromise,

(Sir Henry Gigney dissents from this proposal.) . .

21. A less satisfactory alternative (though in our opnion much better t}{an
the White Paper proposals) would be the inclusion of legislation, which
discriminates against any class of His Majesty’s subjects in India, in the
list of legislation which, under Proposal 119, requires the previous assent
of the Governor-General given at his discretion. It should, however, be made
very clear by means of a provision in the Statute itself or by means of appro-
priate directions in the Instrument of Instructions that the assent should not
be refused unless the object of the legislation is ‘‘ not so much to promote
Indian commerce as to injure British commerce.”’

We consider that a clause drafted generally on these lines would be pre-
ferable, though it is open to the objection referred to in paragraph 12.

In the first place a provision of this sort would be more elastic than the
Whito Paper provision, for the Governor-General or the Governor, as the
case be, would bo in a position to decide with reference to the merits
of each individual case whether the measure was a legitimate attempt, in-
tended to promote Indian industrics, or whether its aim was primarily to
injure British commerce in India,

Tu the second place it ‘wounld avoid a reference to the Courts to which there
are obvious objections, some of which have been given by the Simon Com-
‘mission in paragraph 156, Volume I1 of their Report. We do not think that
the Courts should be placed in a position in which they might have to give.
a decision contrary to strongly expressed public opinion in the Legislature.
Indeed, any attempt to test the legality of popular legislation by a foreign
company would at once raise political issues and would tend to mobilise the
fore®s of public opinion against the company concerned. European companies
have during the last four years realised how extremely effective a hoycott,
supported by public opinion, can be in India.

In the third place a reference to the Federal Court with the right of
appeal would mean considerable uncertainty and delay, which might in
certain circumstances frustrate the very object of the legislation. Moreover,

- if the legality of the legislation is challenged, not immediately, but some

years after the passing of the Act, a decision of the TFederal Court declaring
the legislation wultra wvires on the ground of discrimination would inflict
heavy losses on the companies, which in the meanwhile had invested capital
and commenced operations.

92. We see grave practical objections to any constitutional provisions against
administrative discrimination. Indian Ministers in charge of Transferred
Departments in the Provinces have exercised unrestricted powers in respect
of contracts and the purchase of stores for the last twelve years and there
has been no complaint from any British companies that the powers have been
abused. Apart from the fact that any provision in the new constitution
which would enable the Governor-General or the Government to interfere
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with the discretion of the Indian Ministers i
strongly resented as an encroachment on theuxl'i;ﬁ::eal?::(fi;rs rv;:(r)l‘:;lcjl ?)e on.
veqtlon, we are convinced that administrative interference wo%ld o Dractice.
serlougly affect the relations between the Governor-General or tjhm g{r}actlce,
and.hxs. M1msj;ex:s. .In practice no such discrimination against Bex!"t' lYemor
panies in Ind}a is likely to take place, especially as the vast majo l’tls fCOI}rll.
shargholders in many of the so-called European companies in I‘ ]d'n Y ek e
glle i}lite ﬁo?:lpamefs of Ber}llgal, are Indians, The Indian shar:hgladeis Chlil?:
1e shareholders of any other country, do no )
Xig]l political or racial issues so long’as the; g:‘:c‘:{lgi:hgilgisgle‘:; *reu {nuch
_ough the shareholders in the jﬁte companies have been r:dregu arly-
Indlan., tl.le ‘management and direction has, as is well know ; beomma,ntly
exclusively European. ’ % been almost

Rarlway Board.

23. The question of the constitution of a Statutory Railw
léever dxsqussed at t'he Round Table Conferences but %as con:iflei(zlargl ;Vlas
onsultative QOIHmlttge. of the Round Table Conference in Tndi yThl'e
Cfommlti.;ee, while recognising the advantages of the establishment ba‘ St o
of a le‘wa}‘r_ Board for the administration of the Indian Railwa  oute
» commercial lines, considered that the Constitution should mer Iy i on
clause requiring the establishment of such a body and that thee ettt
functions anﬂ powers of the Board should be determined by COXStltutmn’
Federal Legislature. We agree with this recommenda‘oion‘S i Act of the

Federal Legislature.

24. We generally accept the pro 1 i
en posals in the White Pa
z}flegl(;zgliggsﬁoyt ;)f the Lower Fede}'al Chamber and as l?ee:ml‘)gtht}a‘s A
it. _Theh representatives of some of the bjwg SR
have urged the desirability of smaller Legislatures and lgger e ntes
an }ndll'egt system of election. The arguments that l:so o
- agaln.st qlrect election are familiar to those who }a e
constltytlonal discussions of the last five years buthe .
such vital interest we propose to déal wi;ch tILI’ i omeo th
are as summarised below : —

e adoption of
een advanced
n part in the
b si) e matter is of
e principal objections which

(1) Direct election, even with Le

by the White Paper scheme, would  romres of the sine contemplated

necessitate exbensl‘le cons
tlhuen(ﬂes,

India it would be impossible fo indivi

r the ind intai
that perspnal contact with &he electorate lxl(lli‘:illl imei;‘ﬁber v alntain
democratic system. : S the essence of the

(2) The vast mass of the elec
the White Paper scheme are illti(’zzia:;hoa
organised party or press, it would be’di
to understand the complicated and in som
which the Federal Government would d
stitution.

are to be enfranchise

nd in the absence ofdausviflt
flicult foz: the illiterate voter
@ cases highly technical issues
eal with under the new con-
-

*
Some members of the Delegation
; would m i
thou%h they.are in fa\.rour‘ of direct election :ghti)];efg;;:ll‘alcl%r ogislatures
n;em er considers that in view of the special circumstances of h‘amber. v
at present, indirect election would be preferable ® 07 s community
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(3) India has not sufficient men with the necessary qualifications to
fill Provincial and Central Legislatures of the size provided for in
the White Paper scheme, and a large Federal Legislature is unnecessary
Tor the purposes of the Iederal scheme, since the functions of the
Tederal Government under this scheme will be very restricted.

25. The first two argumnents have been answered in the following passage
from the Government of India’s despatch on a similar proposal made by
the Statutory Commission:—

“ }irst, the central elector has exercised the franchise with increas-
ing readiness and at least as freely as the elector to provincial councils.
A great .deal of the business of the central legislature is as intimate
to the elector, and is as fully within the scope of his understanding as
the business of the provincial councils. We need cite only such

' matters as the Sarda Act, the income-tax, the salt tax, the railway
administration, and postal rates. Even more abstruse matters, such
_as the exchange ratio and tariffs, interest large sections of the elec-
torate. Second, the electoral mgthods natural to the social structure
of Tndia may be Leld to some extent to replace personal contact between
candidate and voter, a contact which adult suffrage and party organiza-
tions make increasingly difficult in western countries. The Indian
electorate is held together by agraraif, commercial, professional and
caste relations. It is through these relations that a candidate approaches
the elector, and in this way political opinion is the result partly of
individual judgment, but to a greater extent than elsewhere of group
_movements. These relations and groups provide in India a means of
indirect contact between voter and member, reducing the obstacles
which physical conditions entail. Moreover, we are impressed by the
further consideration that ten years ago Parliament of its own motion
set up for the first time a directly elected Assembly, representative of
the whole of India. That Assembly, in part perhaps because it is
directly elected, has appealed to the sentiment of India, and sown the
seeds, as yet only quickening, of real representation.  Accordingly,
unless new considerations of greater importance have to be taken into
account, we fcel reluctant as yet to condemn an experiment undertaken
so recently in a country awakening to political consciousness.”’

Apart from the other weighty arguments which have been urged by
hers in favour of a system of direct election, we wish to draw the
tention of the Committee to the possibility, almost amounting to certainty,
Provincial elections being fought on All-India issues if the Federal
sgislatures were indirectly elected by the Provincial Councils. The result
suld be that none of the advantages claimed for the indirect system could
be secured, since All-India issues would be voted upon by an electorate
of 35 millions instead of by the more reftricted electorate recommended by the
Lothian Committee for the Federal Assembly.

26. As regards adequady of qualified men to fill the legislatures, whatever
the conditions in the Indian States, no-one who is in touch with conditions
in British India doubts that, except perhaps in the case of the depressed
classes, men with the necessary qualificatinos will not he available. Our
fear, on the other hand, is that the number of candidates will be cm-
barrassingly large.

27. We consider that there ehould be a definite provision regulating the
procedure for the participation by representatives of Indian States in

.
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atters of exclusively British Indian interest. The following formula-

;dicattle)s ;he pri)i(j‘eflure which in our opinion should be followed :—
n a division on a matter concernin lel i
g ) g solely a British Indian
:,Ebiicttg the representatives of the Indian States will not be entitled
9
nog‘j)\vi\?lrhlf;}ﬁ;tat n;%tix:ir {'e.lates solely to a British Indian subject or
be Fimal 0 the decision of the*Speaker oii the House, which will
H(()i)seTfO: :ubstantive vote of ‘‘ No Confidence” is proposed in‘the
representati atter relatl_ng solely to a British Indian subject, the
décision Veshof the lpdmn‘ States will be entitled to vote since the
fisic on such a question will vitally affect the position of a Ministry
" on the basis of collective responsibility. )
) (4) There should be a deﬁnite' provision in the Constitution regard-
1x;rg :he procedure on this important point, since the issues raised
gtec the status and rights of the representatives of the Indian
ates on a question of voting in the Legislature.
(5) If the Ministry is defeated on a vote of the Legislature on a

Subjecf: of exclusively British Indidh interest, it will be for the Ministry -
to decide whether it should continue in office. It will not necessarily .

resign as a result of the vote.

-
Provincial Constitutions.

28, We approve generally the scheme of Provincial responsibility pro-
legl for in the White Paper proposals, and our observations and sug-
stions are confined to matters of detail.
(1) We are very strongly opposed to the propos
Order or any section of the Police Departmgntpshilu](tihage I:-::Lr::dd
.Tn the. first place, the isolation of this Department would result in the;
intensification of the hostility to this Department which would b
increasingly recognised as the agency of an alien Government I;:
the second place, the mainbenance of Law and Order 1s verv 'closel
connected with the administration of the other departments sincz
the Police are the agency through which in the last resort the’ polic
of the other departments is enforced, For instance, the periodicaﬁ

Moplah outbreaks in the south, the tenancy agitation in the U. P. -

and the Gurudwara agitation in the Punia i
or religious movements which necessitated Ja?titmer?n d&ee f,Torae;%;ng
D.e[.)a.rtments_. To give another instance, the enforcement of rrre
pxbltlor}, which has the sympathy of a large section of the po ulag' "
in India, is, as has been demonstrated by the American Tporiment.
px‘i(r2n)a121y a question of Law and Order. experiment,
ny special provision for dealing wit rOTS ivities 3
Bengallap('i elsgwhere, which would ingvolvehat}rlzstieif:;;(i);‘::tofaCtlylfﬂ:S fal
requnsxblllty in respect of Law and Order, would, a tm]fms erl.al
political reactions, defeat the object in view. ’]'.t is we,n-kparr li?m its
terrorist activities have been aggravated by social and relg::r? rt I?t.the
inﬂ‘uenqes, unemployment among the University graduates ;nc%ugls
economic conditions of the Province in general. Absenc’e of y
strongly expressed public opinion against the movement has also bany
one of the principal factors that has contributed to its growth Oe?n
an Indian Minister who is very closely in touch with the clz;ss n¥
the population from which the terrorisis. are drawn can mobil; estﬁ
forces of public opinion against the movement and deal effe::ivel;
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with the social and the other factors that have influenced its growth.
(Sir Henry Gidney dissents.)

(8) There is nothing in the White Paper scheme xyhich could prevent
the Governor-General from carrying out the suggestion that, while Law
and Urder would be completely transferred in the Provinces, there
should be a small organisation directly under the Governor-General
which would, in co-operation with the provincial authorities, supply
him with information relating to movements of a subversive character
which extend over more than one Province and which raise questions
relating to the defence and security of the country. The military
section of the C.I.D. does, as a matter of fact, discharge this function.

(4) The Instrument of Instructions should deﬁn_it_e]y contain a direc-
tion to the Governors that the collective responsibility of the Cabinet
with a Prime Minister should be introduced from the very inception of

the provincial constitutions.

(5) Special responsibilities of the Governor.*

While we recognise that certain special responsibilities would have to
be imposed on the Governor in view of the demands of the Minorities
and other circumstances, we consider that the following modifications
should be made in Proposal 70 of the White Paper:—

(i) In respect of the prevention of grave menace to the peace
and tranquillity of the Province, the Governor’s action should be
confined to the Department of Law and Order. In other Worfls,
these special powers should not he exercised so as to interfere avith
the administration of the other Departments. It is suggested that
the special responsibilities should be restricted to cases in which
the menace arises from subversive movements or the activities of a
person or persons tending to c;‘imes of violence.

@ii) In the case of Minorities, the expression *f legitimate
interests ’ should be more clearly defined and it should be made
clear that the Minorities referred to are the racial and religious
minorities which by usage are generally included in this expression.

(iii) Tn the case of the Services, the expression ‘‘legitimate
interests ”’ should be clearly defined. The Governor’s special
responsibility should be restricted to the rights and privileges
guaranteed by the Constitution. (The other special responsibilities
of the Governor will be dealt with in the appropriate sections of
this memorandum to which they relate.)

(6) The power of issuing ordinances should be given only to the
(tovernor-General as at present. The Governor should have no difficulty
in getting ordinances issued even in emergencies as ‘at present.
(Some members of the Delegation dissent from this proposal and support
the White Paper proposal.)

* Qir Abdur Rahim is of the opinion that the special responsibilities and
special powers of the Governor as proposed in the White Paper will make it
extremely difficult for responsible Governments in the Provinces to function
and considers that the provision made to mecet cases of breakdown of the
Constitution should suffice to meet all serious contingencies. He is con-
vinced that if the rights and interests of the Minorities and the Services are
properly defined in the Constitution Act itself that will afford more effective
protection to them. The Governor should, however, be responsible for carry-
ing out the orders of the Federal Government and protecting the rights of

Indian Statcs.
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(7) We are opposed to the creation of second Chambers in Bengal,
Bihar and the U.P. The opinion of the present Legislative Councils.
in these Provinces is not conclusive in the matter.

If, however, in spite of our opinion a second Chamber with a
nominated element is to be constituted in these Provinces, we consider
that it should be definitely recognised that persons appointed Ministers
must be or become within a stated period elected members of one of the
two Chambers. (One member of the Delegation considers that in the
case of the United Provinces a Second Chamber is mnecessary, while
another would like to have it in all the three Provinces.)

(8) In respect of the Governor’s Act, referred to in Proposals 92 and

93 of the White Paper, most of us would prefer that, if any legislation
were required for the discharge of the special responsibilities imposed
on the Governor, he should take the entire responsibility for such

legislation and should not be required to attempt to secure the assent
of the Legislature.

Federal Finance.

.29.-—(1) The allocation of the sources of revenue between the Federa-
tion and the units, which follows with slight modifications the recom-
{nenldatlons of the Peel Committee of the Third Round Table Conference,
is the result of a compromise and we do not, therefore, suggest any change.

(2) In regard to the division of income-tax, however, we observe that
the contentions of the British Indian members of the Peel Committee
have not been accepted. These members, realising the importance of
strengthening the financial position of the Federal Government by the
permanent allocation of a portion of the income-tax, agreed, as a com-
promise, to the suggestion that the proceeds of the income-tax which are
n‘ot derived solely from residents in Britisk Tndia should be allotted to the
Fede?al Government, in addition to the Corporation Tax which would be
definitely classed as a Federal source of revenue. According to the figures
placed before the Peel Committee, the amount of income-tax so allotted
was roughly about 23 to 3 crores of rupees, or only about 20 per cent. of

the balance remaining aftgr the allocation of the Corporation Tax to the-

Federal Government.

Under the White Paper scheme, the portion of the i -
assigned to the Federation has been fixed I;t not less thznlggog‘:rts:nttoasg
not more than 50 per cent. of the net proceeds, the exact percentage to be
fixed by a committee just before the inauguration of the Federation.

Since the Percy Committee have definitely found that the pre-Federa-
tion debt of India is covered by the assets to be transferred to the Federal
Government, there is no justification in theory for the assignment to the
Federal Government of any portion of the personal income-tax paid b
the residents of the Provinces, since no corresponding tax on imoges Wils;
be paid by the States. Any such proposal would have serious political
repercussions, for an economic issue of this sort might determine the line
of party cleavage in the Federal Legislature. It would be very deplorabl
if at the very inception of the new constitution the representatives :‘
British India and those of the Indian States were ranged in o .g
camps in the Federal Legislature. Pposite

(3) In Proposal 137, it is stated that the Federal Legislature will
empowered to assign the salt duty, the Federal excises and the exp‘)rtw(x1 util;:
““in accordance with such schemes of distribution as it may determine
It should be made clear that the system of distribution should be on the basis
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of population or according to some other method that would not render
possible the exercise of administrative control over the units of the Federa-
tion. In other words, the scheme of distribution should not be interpreted
as including grants-in-aid as an instrument of control.

(4) There should be a provision in the Constitution Act for the appoint-
ment by the Governor-General of a committee (say, three years after the
Federation has begun to function) to institute an inguiry into the financial
conditions of the Federation and of the British Indian Provinces and to.
make recommendations for the allocation of the income tax to the Provincial
units according to a time-table.

Public Services.*

80. No part of the White Paper proposals has caused more dissatisfaction
in India than the provisions relating to the Public Services. DBefore we
indicate our views on these provisions, we may draw the attention of the
Committee to certain features of the duties and conditions of service, par-
ticularly with reference to the key Service, namely, the Indian Civil Service.
The Covenant or contract signed by a member of the Indian Civil Service
imposes many obligations on him, but confers hardly any rights or privileges,

.which have all heen granted either by Statute or by rules, such as the

Devolution Rules and the Classification Rules. The salaries and other con-
ditions of service have been varied from time to time and are still subject
to variation by the Secretary of State in Council. The duties and functions
of this Service have also undergone considerable changes. Originally the
Collector and Magistrate was a fiscal officer, a revenue and criminal judge,
the local head of the police, jails, education, municipal and sanitary depart-
ments. Owing to the increase of specialisation by the creation of new
departments, transfer of certain departments to the direct control of the
1mperial Government, de-officialisation of local authorities and other adminis-
trative changes due to the introduction of the Montagu-Chelmsford reforms,
his duties have been considerably restricted, but he continues to be the
administrative head of the district, whose principal functions, apart from
the collection of revenue, are the maintenance of law and order and the
co-ordination of the work of the different departments of Government in the
district. Many of the higher administrative appointments and almost all
the higher secretariat appointments in the Provincial Governments and in the
Government of India are reserved for the members of this Service under the
present Constitution.

31. According to the Whitc Paper scheme, the Secretary of State will con-
tinue to recruit on the present basis for the two key Services, namely, the
Tndian Civil Service and the Indian Police. There is to be a statutory
inquiry after a period of five years after which Parliament will determine on
what basis future recruitment should be made.

Very strong objection has been taken in India to this part of the scheme
which is, it may be noted, not in accordance with the recommendations of the
Services Sub-Committee of the Round Table Conference. We consider that,
aftor the passing of the Constitution Act, recruitment for the Central Services
should be by the Federal Government and for the Provincial Services,
including the Indian Civil Service and the Indian Police, should be by the
Provincial Governments, who should have full power to determine the pay
and other conditions of service for future recruits and also the proportion

* Wherever the word ‘ Indian ’ is used, it includes ‘ Statutory Indians.
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;)lf Europeans that, should.be recruited.* We give below some statiétics

O;c::rssrég tIbasedldon certain assumptions, as to the number of Europea!;
at would remain in servi ren 1 i 3

topped it 1958 ce even if recruitment were completely

Indian Civil Indian

(1) Total sanctioned strength ... Slegg;e. Pgé';&
(2) Present strength (on 1st January, 1932 ' /
latest figures available) .. 1,38 680

(3) Number of European officers at presegt
(1st January, 1932) 843 528
(4) Number of Turopean officers if recruitment
were stopped in 1935—

(a) in 1935 ;
@m0 T 43
(¢) in 1945 502 388

Ther: i
Services for. another genersiins rtantial Buropean clement in tho two key
! lon, 1t European recruitmen -
ﬁlet{:ailg stst})lppi:((li afte}' bhe passing of the Act. The proposal theatt ww:::tu?m
tq y shoul¢ be instituted after a period of five years is . oy
strong qugctlon'. The problem of European recruitment e gpertl bto o
s1defed in isolation. It is very closely connected with standail nof iminis.
tration, th.e state of communal feeling and other factors vvhic}r are admmls-
controversial nature and raiss political jssues. Any suéll in uli e ?f “of an
1nf?rmal nature would, therefore, have a grave disturbir:l r%’ pan of an
political atmosphere and would seriously affect the relati s botuoon e
D e ations between the

32. We now proceed to deal with cisti i

by the Secretary of State in Counciltaii?:;m:;:gt,; llil: s of officers
_We may say at once that we have no objection to the gl;zrant?el b
sions, salaries, and the privileges and rights relating tf:oflaf tha

other form of punishment or censure should, in the case ls;n ssal or any
members' of the All-India Services, be fully safeguarded b tho Cthe existing
We consider, however, thut the Governor-General in his )(,]is y t_onstltutlon_
Secretary of State in Council) should be the statutor (::f on (ot the
protection of these rights and privileges. We realise Ythm:; grity, Jor the
General ac?mg. n his discretion is responsible to the Secreta the Governor.
th?t. constitutionally there would be very little change aronf State, an.d
opinion, however, attaches great importance to this fo%'n'l 1 }Illdmn publie
would be more in keeping with the rest of the Constitutiona change, which

To meet the reasonable demands made b i
y the Services iati
prepared to go further and agree to the followinge c‘:ﬁﬁzsgmc.] iﬁwn e are
(1) Although the members of the All-Tndian Services. an
the_ commencement of the Government of India A lt ’
entitled to the *° existing and accruine right oo
thereof *’ referred to in Section 96B (5) o
we have no objection to the proposal th i

! at thes

tended to the officers appointed before the p;:igfxgr;ih:;es}x)clﬁd be ex-

(2) We agree to the proposal that the right of retiring on pr
opor-

tionate pension should be extended to all
India Servives, appointed up to the pazsilgu;?ps?en:é:mbers of the All-

appointed
y Statute.
t the pen-

appointed after
. f 1919, are not
ghts ar to compensation in lieu
f the Government, of Tndia Act,

* Q; i
Sir Henry Gidney dissents from this proposal
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33. Our objection is mainly to the rights and privileges which operate as
restrictions on ministerial responsibility. We foresee many administrative
developments. We therefore consider that there should be no restriction on
the Ministers as regards postings, allocation of work, reorganisation of ser-
vices and functions, and other matters which relate to the enforcement of
policy and the efficiency of administration. The Ministers should also have
the power of abolishing individual appointments now held by members of the
All-India Services, subject to right of compensation in certain cases on the
lines indicated in the evidence of the Secretary of State.

34. We sce no jnstification for the proposal to exempt from income-tax the
pensions of retired officers of the All-India Services. Any such exemption
would not benefit the retired officials resident in Great Britain or Northern
Ireland who are subject to the British income-tax and who come within the
scope of the double income-tax arrangements. Whether India levied an
income-tax on pensions or not, they would continue to pay income-tax at the
British rate. The only persons who would be protected are the retired
officials who have settled in foreign countries in order to evade the British
income-tax. We do mnot think that these officers deserve the sympathy of
Parliament or that any special constitutional provision should be made for
their benefit,

The question is not, in fact, connected with service rights or privileges, for
retired British officials in India are subject to Indian income-tax.  The
matter is one for adjustment between the British Treasury and the Indian
Government, if the latter decided to remove the present exemption.

It is possible that, owing to the fact that under the Indian income-tax
provisions no exemptions are given for families, in a few cases the British
rate might be lower than the Indian rate of income-tax and that a few
retired officials in Great Britain and Northern Ireland would therefore
become subject to a higher rate of tax. To avoid any hardship in this com-
paratively small number of cases, we would have no objection to any arrange-
ments under which retired officials in Great Britain and Northern Ireland
would continue to pay income-tax at the same rate as at present.

Appointment of Governors.

35. We strongly feel that the Governors of all the Provinces should under
the new Constitution be selected from amongst public men in Great Britain
and in India. Members of the permanent services in India, whether retired
or on active service, should be excluded from these high appointments.

Automatic Growth of the Constitution.

36. The Simon Commission declared that one of the most important
principles which should be borne in mind in considering the constitutional
proposals was that the new Constitution should as far as possible contain
within itself provision for its own development. As the Commission
observed—

¢« It has been a characteristic of the evolution of responsible govern-
ment in other parts of the British Empire that the details of the
constitution have not been exhaustively defined in statutory language.
On the contrary, the constitutions of the self-goverming parts of the
British Empire have developed as the result of natural growth, and
progress has depended not so much on changes made at intervals in the
language of an Ach of Parliament as on the development of conventions
and on the terms of instructions issued from time to time to the Crown’s

representative.”
19356 H
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The Prime Minister’s declaration which we have quoted in the introductory
paragraph of this memorandum also states clearly that—

“ In such statutory safeguards as may be made for meeting the needs
of the transitional period, it will be a primary concern of His Majesty’s
Government to see that the reserved powers are so framed and exercised
as not to prejudice the advance of India through the new constitution
to full responsibility for her own government.”

We recognise, however, that Parliament cannot now, once for all,
completely divest itself of its ultimate responsibility. We make no detailed
proposals as regards this subject, but indicate our views in the following
propositions : —

(a) The machinery to be provided in the new Act for the further
constitutional advance of India should not involve an inquiry such as
that conducted by the Simon Commission. .

() The Constitution Act should definitely give the power of initiating
proposals for constitutional changes to the Indian Legislatures. Such
proposals should be required by Statute to be placed before Parliament
in appropriate form through the Becretary of State.

(¢) The constitutional procedure required for implementing these pro-
posals should not, except in a few strictly limited cases, involve
Parliamentary legislation.

(d) Provisions analogous to those of Section 19A of the present Govern-
ment of India Act should be inserted in the new Act for the purpose
of facilitating the devolution of authority by Parliament to the Indian
Legislatures.

QOur proposals are intended to secure that the process of further transfer
of responsibility shall be continuous. We recognise that during an initial
period, which in our opinion should not exceed ten years, certain provisions
of the new Constitution must remajn unaltered. We cannot, however, too
strongly impress upon the Committee that unless the new Constitution brings
the realisation of a Government fully responsible to the Legislature within
sight and its provisions are so framed as to render possible further consti-
tutional progress by the action of the Indian Legislatures, political activity
outside the Legislatures will continue to absorb important sections of the
politically-minded classes in India.

37. We have not in this memorandum attempted to exhaust all the issues
which the White Paper proposals raise. On the points, which we have not
specifically dealt with in the preceding paragraphs, we have expressed our
opinion either individually or collectively in the course of the discussions
or in the course of the cross-examination of the Secretary of State.

Aca KHaN,
ABDUrR RamIM.
M. R. Javagaxz.
H. S. Goun.
SuAraaT Ammap KaaN.
A. H. GruzNavI.
Puiroze SETENA.
Bura Sinen.
Henry GIDNEY.
B. R. AMBEDKAR,
i ZArrULLA KHAN,
B. RaMa Rav, "N. M. Josm.
Secretary,

British Indian Delegation.
17th November, 1933.
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Part II.
APPENDICES.*

ArpPENDIX A.t

1. In this section we propose to deal with the more important gencral
criticisms directed against the basic structure of the White Paper Scheme.
We summarise below the principal points which have heen raised in the
gvidence of critics such as Sir Michael O’Dwyer and Mr. Winston

Churchill and in the newspaper campaign that has been carried on in this
country for some time.

(¢) The proposed Ali-India IFederation is not an organic growth but
an artificial creation.

(b) The federal idea, which is an abstraction with no roots in the soil,
was precipitately accepted by the Princes in their anxiety to safeguard
their future which they thought was threatened by the 1929 declaration
about Dominion Status.

(¢) The Provinces must first become political entities before the neces-
sary conditions for bringing a federal constitution into being can arise.

(d) There has been a sensible deterioration in the services transferred
to responsible Ministers under the Montagu-Chelmsford scheme. There
should, therefore, he a further period of probation during which all
the Provincial services,. except Law and Order, should be transferred
subject to certain restrictions and safeguards.

(¢) The transfer of all services, except Law and Order, in the
Provinces would give the Indian responsible Ministers complete control
over the administration and development of all the nation-building

services and there should be no Central responsibility until and unless
this experiment has proved a success.

The Fvolution of the Federal Idea.

2. The use of the expression ‘¢ All-India Federation ’> in connection with
the constitutional discussions has inevitably suggested analogies which are
based on the genesis of federations in other parts of the Empire, in Europe
and America, and which, as explained in paragraph 6 of the Introduction
to the White Paper, are not applicable to the peculiar conditions under
which the Indian constitution has evolved since Great Britain accepted
responsibility for the government of India. The first three criticisms
referred to in the last paragraph have a special appeal to British politicians
who are accustomed to a gradual and natural growth of political institutions
and have an almost instinctive abhorrence of novelty or idealism in con-
stitutional schemes. To answer these criticisms effectively it would be neces-
sary to describe in some detail the various stages, spread over a period of
70 years, in the evolution of the present administrative and constitutional
machinery of India. The Montagu-Chelmsford Report and the Simon Com-
mission Report have described the process at some length and we shall merely
draw the attention of the Committee to the principal features of India’s

* Qir Henry Gidney is not a signatory to these Appendices.

+ Some of the Members of the Delegation were not able to examine the
Appendices in their final form. It must not therefore bfa assumed that all
the Delegates have endorsed every one of the statements in the.Appendices,
though they all accept the conclusions in Part I, subject to the dissents noted
in a few cases.
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constitutional development which have a direct bearing on the criticisme
referred to in the last paragraph.

3. The principal features of the Montagu-Chelmsford reforms were:—

(@) The demarcation of the Central and Provincial spheres of adminis-
tration and legislation by means of a classification of subjects.

() An almost complete separation of the sources of Provincial and
Central revenues and the definite recognition of the financial autonomy
of the Provinces.

(¢) A preponderant non-official majority at the Centre as well as in
the Provinces, based on a widely elected franchise.

(d) Responsibility of the Executive to the Legislature in respect of
certain subjects in the Provinces.

The degree of Provincial autonomy (we use the expression here in the sense
of freedom from control by the Central authority) attained under this system
has not been generally recognised. The Central Government does not now
exercise any control over Provincial expenditure except in respect of
certain matters affecting All-India Services. The budgets of Provincial
Governments are not submitted either to the Government of India or to
the Secretary of State for approval before they are presented to the
Provincial Legislatures; and Provincial solvency is ensured only by the
indirect method of control over provincial borrowings which, it may be
noted, has been retained under the White Paper scheme.

As regards the administration of the transferred subjects, there has been
of course, little or no control by the Central Government, but even il;
respect of the reserved subjects, the Government of India have in accordance
with the recommendations of the Joint Select Committes of 1019 refrained

from interference, except perhaps in the domain of Law and Order, where -

intervention has been more frequent owing to subversive movements extend-

ing over the whole of India. Mainly as a result of the financial independence

conferred on the Provinces, Provincial autonomy has already become an
accomplished fact, and provincialism has found expression in the Central
Legislature even through official representatives in a form which th
Central Government have often found extremely embarrassing. ®

4. The subjects classified as Central under the Montaou- y
are more or less the same as those assigned to a ?:(;legﬁel(r}n::gﬁmr:ﬁr?;
western countries. A Central Government which discharges all the functions
of a ngeral Government elsewhere ‘is thus already in existence. Central
legislation does not, of course, apply to the Indian States .
of matters in which the States have realised their solidari’ty with British
India is very extensive, and, as we shall show presently by means of
treaties, conventions, and usage a very close association with the India
States in the sphere of administration has already been established :

but the range

(a) Defence and Foreign Affairs,

As regards Defence, the Indian States are guarante i 1
out and they share with British India the oiligatione?oxs‘ezz:rllgoflrtlrgfx:g-
The external affairs of the States are also entirely in the hands of the
Government of India and Indian States are for international purposes in
exactly the same position as British India. “ An Indian State cannot
hold dlplon.xatlc or other official intercourse with any foreign power. India
of cz;\érse, is a.member of the League of Nations and at Geneva .is :
?;1:1 od a; t:, t:?}t by a delegation which in practice includes the ruler of an

- ON INDIAN CONSTITUTIONAL REFORM 227

repre-

16° Novembris, 1933.] Joint MEMORANDUM BY [Continued.
THE BRITIsE INDIAN DELEGATION.

(b) Railways.

The Government of India have complete control over the Indiaa railways,
one-seventh of which run thtough Indian States. In respect of the strips
of territory over which the railways run in the Indian States, the Indian
States have in most cases ceded civil as well as criminal jurisdiction. In
addition to the British Indian railway system, many States have their own
railways which they themselves administer and control, but there is a con-
siderable measure of control exercised by the Railway Board even in respect
of these railways. They are subject to inspection by the Government of
India and they generally follow the rules and regulations prescribed by the
Railway Board.

(c) Currency. )

Only. eight out of 652 States have their own currency, but the currency
and exchange policy has always been determined by the Government of India
for the whole of India including the Indian States, for apart from other
factors, economic necessities have forced the Indian States to adopt the
currency policy of the Government of India.

(d) Posts and Telegraphs.

637 out of 652 Indian States have already accepted postal unity, i.e., they
have agreed to the States being considered for postal purposes as part of
British India and have accepted the administration of the Indian Posts and
Telegraphs Department in respect of post offices within their boundaries.
Out of the remaining 15, five have conventions under which they use British
Indian stamps over-printed with the name of the State.

(e) Customs.

The States are not consulted in regard to tariff or customs policy, which
under the Fiscal Convention is determined by the British Indian Central
Legislature and the Governor-General in Council, and customs duties levied
by the Government of India have, of course, affected the whole of India
including the inland States who form the vast majority of the Indian States.
Tndeed, the question of maritime customs has been the subject of acute
controversy during recent years, and the federal process has been carried so
far that, in the opinion of the Butler Committee, the States have a real and
gubstantial grievance which calls for remedy.

(f) Scientific Departments.

These subjects do not raise any controversial issues since the results of
departmental research are available for British India as well as the Indian
States. It may be noted, however, that in regard to one of the most
important of these Departments, namely, the Council of Agricultural
Research, the Indian States have got definite representation though on a
voluntary basis and some of them have actually made substantial contribu-
tions towards the expenditure of the Department.

(g) Taxes.

In regard to customs duties and the salt duty which contribute the bulk
of the Central revenucs of the present Government of India, the burden is
shared by the residents of Indian States as well as those of British India.

5. Tt will be evident from the preceding analysis that in the domain of
administration the process of federalisation has gone very far indeed. In
tespect of almost all the subjects to be classed as federal under the new
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:onstitution, namely, Defence, Foreign Affairs, Currency, Exchange, Rail-
ways, 'P.osts and Telegraphs, etc., there is now a common policy a.pp’licable
© British India as well as the Indian States, determined by the same
a,ui';h'ority, namely, the Governor-General in Council, who, in the case of
British India exercises his powers under the Government of India Act, and
in the case of the Indian States, acts as the agent of the Crown. Ther’e has’
howeve‘r, been no parallelism in the political development of the two halveé
of India. The Central Legislature which exercises a powerful influence on
governmental policy (and in the case of the tariff actually determines the
policy under the? Fiscal Convention) contains an overwhelming majority of
elec_ted non-officials f_rom British India but has no representatives of the
[ndlap 'States._ Ad{nlnistrative unity and the greater opportunities afforded
to British India of lr.lﬂuencing policy have necessarily given rise to a demand
for a closer association of the Indian States with the Central Government.
Many of the proposals that have been discussed in the past but which did

not actually materialise are referred to in the followi
Montagu-Chelmsford Report :— o following passage from the

“Lord Lytton’s proposal to constitute an Imperial Privy Councill

which should comprise some of the great Princes p 1
ephemeral and purely honorific bodyg known as th:e%l;fl?ciﬁglss :)It} 31:
Empress. Lord Dufferin’s institution of Imperial Service Troops was
of r'nuch greater v_alue in giving actual and useful expression to the
feelmg’of community of interests. Lord Curzon’s plan for a Council
of I.{,ulmg Prmf:es and Lord Minto’s schemes first for an Imperial
Advisory Council and then for an Imperial Council of Ruling Pfinces
were suggestions only a little in advance of the time. The jdea which
attracted his two predecessors gained fresh life as' a result of ‘:fl
conferences which Lord Hardinge held with the Princes to co id ;
questions of higher education in the States. Lord Hardinge . 381 o
secret of his desire to seek the collective opinion of the Princi amz y tgg
colleagu‘es wheneve.r possible on matters affecting their 01‘derf3 1‘11(‘15 i
respondl.ng to His Excellency’s invitation, Their Highne,sqan tllln
Maha‘ra]as (_)f Gwalior and Indore also laid stress upon the :a:ssent'el
1denf,1ty of interest between the two halves of India. Tord Chelmsf l:d
carried the system of conferences further by utilising them fms :h
purpose of d'lscussing general questions affecting the St:tes l holes
and His Highness the Gaekwar in welcoming the newl devel t
expressed the hope that what had by that time become an an Olimen
ference would develop into a permanent Council or Assen;b] y tm;’a .
Moreover. only last year the claims of the States to be hear{i H rl{clces-
of_Imperlal concern were signally recognised by the de vut t'm mi; tI?[{‘S
Highness the Maharajaof Bikaner to the meeting of thp Ia erial Con.
ference and the War Cahinet.” © Tmperial Gon-

As a result of the recommendation made i

ﬁhe] Chargb_etr o;' Princes was set up in F(i%rlllllatrl;? l]\::)%r]lta

ody and its u.nctions are mainly deliberative. y i i

It advises the Viceroy on questions referred tow}?i,mcg?lf‘lu}:a;ll:: ’pfor}g)s:}g ‘f':;'()?i'é

consideration other questions affecting Indian States generally or which are of

concern either to the Empi iti i
concern mpire as a whole or to British India and the States in

as a whole;

gu-Chelmsford Report,
Tt is not an executive

refq(‘)}rl; Se?;gloust ;)rllpreases In customs duties since the introduction of the
introduced a ;Sea ishment of the Fiscal Convention, which, as we noted,
to intensify the lume of responsibility in respect of tariff policy, have tended

¥ the demand for a closer association of the Indian States with the
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lovernment of India. As the Butler Committee have pointed out, during
ord Reading’s viceroyalty a proposal was drawn up for the establishment of a
iollverein, an important feature of which was the association of the repre-
sntatives of the Indian States with the Indian Legislature in the determina-
ion of policy.

Tndividual Princes even before the publication of the Simon Commission
teport made no secret of their desire to associate themselves with British
ndia in a common federation. The following extract from a speech delivered
y the Maharaja of Bikaner in 1929 is quoted in the Report itself : —

«“7T look forward to the day when a United India will be enjoying
Dominion Status under the aegis of the King-Emperor and the Princes and
States will be in the fullest enjoyment of what is their due—as a solid
federal body in a position of absolute equality with the federal provinces
of British India.”

6. The federal idea, i.e., the desire of the Princes for a closer assoclation
vith British India for the determination of a common policy in respect of
natters of common concern, is thus not of recent origin. It is the logical
nd inevitable result of forces which have been at work for over 70 years. If
ve rid our minds of notions and analogies suggested by the evolution of
ederations clsowhere, it will be clear that the White Paper scheme provides
or little more than the formal association of the Indian States in an adminis-
ration which has already been almost completely federalised, but has been
nfluenced predominantly by British India. The scheme is, therefore, not an
\rtificial creation but is & natural development of the policy announced in the
declaration of 1917. It was definitely foreseen and provided for by the
\uthors of the Montagu-Chelmsford Report, as is evident from the following
ixtract : —

¢« The gradual concentration of the Governments of India upon such
matters (Defence, Tariffs, Exchange, Railways, Posts and Telegraphs,
etc.) will, therefore, make it easier for the States while retaining the
autonomy which they cherish in internal matters to enter into closer
association with the Central Government if they wish to do so. But though
we have no hesitation in forecasting such a development as possible the
last thing which we desire is to tend to force the pace. Influences are
at work which need no artificial stimulation. All that we need or can
do is to open the door to the natural developments of the future.”

7. From this brief survey of the administrative and political developments
n India, two conclusions emerge:—

(a) As a result of the rigid demarcation of Central and Provincial sub-
jects and in particular of the complete separation of the sources of Provin-
cial end Central revenues, Provincial Autonomy is for all practical
purposes an accomplished fact.

(b) In respect of the subjects to be classed as Federal under the new
constitution, the administration has not only been centralised so far as
British India is concerned but has actually been federalised. In other
words, in the domain of administration the federal process is almost
complete.

These two features of the Indian constitutional and administrative machinery
turnish an almost complete answer to the criticisms hased on the analogy of
the growth of western federations. The conditions under which a federal con-
stitution is emerging in India are fundamentally different from those which
axisted in Australia, Canada, the United States of America, and Germany
before they adopted a federal constitution. Tn all these countries there
oxisted a number of completely independent States which had control over
their defence, their fiscal policy and all the subjects which are normally classed
ns federal. The necessity for a common defence and the economic advantages
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of a customs union or a common tariff wall were the two powerful forces which
drove the States into a federal union. The British Indian Provinces can never
be in the position in which the States of the western federations were, for no
scheme that we know of has ever suggested the devolution of central authority
on a scale which would make the Indian Provinces responsible for their own
defence or their customs policy.

The problem in the case of the other federations was to bring into existence
a common administration and to devise a constitutional system suitable for the
administration of certain subjects on a federal basis. The task of the con-
stitutional experts in respect of India is not the creation of a federal adminis-
tration but merely the adaptation of the present constitution to suit the
necessities of an administration which has been almost completely federalised
but w}zich is influenced by one section of India. With all respect we venturé
to point out that the argument urged by the Simon Commission and the
cr'ltlcs who have objected to the constitution of a federation simultaneously
with the creation of autonomous provinces has no relevance to the Indian
problem which confronts Parliament now.

Deterioration in Services.

8. We must now deal with the charge that ther i
deterioration in the services transferredgto responsib?e }I:Eisni]sf:;ls 3n32ns?}16
Montagu-Chelmsford scheme. This assertion has been made b I‘Me
Churchill before th_e Committee and forms the basis of a great dealb;f t}f.
press propaganda in this country. When Mr. Churchill w ‘ .
John Wardlaw-Milne to justify the statement, Mr
develop the subject further gince ’ .
friends.”

as asked by Sir
) Churchill refused to
it would be painful to his Indian

Though Mr. Churchill declined to give the is informati

t}-le facts on which he based his conc]ugsions, he se(:lgliein:fd }éﬁitll’glongaxop or
tion he referred to was not in respect of personnel but in res;ec: ?0;}?‘
services rendered to the people. The only specific instances of deterio(:'at' .
that have been cited by the opponents of reforms in India are caseslzlil“
embezzlement of money in municipalities, corruption in some of the Services
the supersession of two major Municipal Boards in Northern India, and th’
gr(.)wt‘h in the arrears of municipal taxes in different Provin’ce The
principal Services transferred to ministerial control in the Provi > :
the Montagu-Chelmsford reforms are:— nces under

(a) Communications. .

(b) Education. - -

(¢) Medical Relief and Sanitation.

(d) Agriculture and Industries. .

(¢) Local Self-Gaovernment.

9. Communications.—As regards communicati i i fver

ledged that there has been a tremendous imprsv(:r]:én]: i: tl;::vels({lllly ackfn zg;
roads: ‘We‘do not claim that the improvement i o A
to ministerial direction. The greater interest shown in rural nica~
tions as a result'of the pressure exerted by rural l‘epresen:at.comm.“ 1the
Provincial Coun.cﬂs,. the requirements of the rapidly devel 1ves H;n tor
traffic, the constitution of an All-India Road Board. fina debopmg Of a
tax on petrol, and other factors have all co " e

d ntributed to t - iki
development in regard to transport facilities in Invdia(.) heI}n‘(,liléY] Star; 1‘S,nl%'
Charles Innes has pointed out in his evidence, the emergence of the motor-

bus which now reaches remote villages has been one of the important factors

s solely or even mainly due
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that have contributed to the growth of political consciousness in rural areas
and to the magnitude of the mass movements that have been a feature of the
political agitation during the last decade in India.

10. Education.—In the following statement the number of educational

institutions and the number of students attending them in 1921-22 and
1929-30 are given for comparative purposes.

Number of Institulgens.

Percentage
1921-22.  1929-30. Increase.
(1) University Colleges 231 313 35-30
(2) Secondary schools 8,987 13,152 46-34
(3) Primary schools ... 160,072 204,004 27-50
Number of Students.
(1) Universities.
* (@) Boys 58,066 94,025  61-93°
(b) Girls 1,529 3,141 10543
(2) Secondary schools.
(a) Boys ... 1,110,360 2,009,181 80-95
(b) Girls 129,164 237,027 83-51
(3) Primary schools. .
(a) Boys ... 5,111,901 7,332,678 43-44
(b) Girls .. 1,198,550 1,891,406 57-81

The statement shows a very striking development in all classes of educa-
tional institutions. Particular attention may be drawn to the large number
of students at the Universities. The figure for 1929-380 was nearly 100,000,
and it has enormously increased since then. This figure is of particular
interest with reference to Mr. Churchill’s statement that “the'proportlon
of the intelligentsia in India is probably smaller in proportlon to the
amount of the population than in any other community in the world——.far
smaller than the proportion in Western countries . Though the proportion
of literates in India is comparatively very small, the number of those who
have received higher education is astonishingly large. We have not been able
to get accurate statistics as regards university education in the principal
countries of Europe, but we helieve we are correct in stating that the
number of students at the universities in British India is not only absolutely
but relatively to the population greater than in some countries in*the West.

11. Medical Relief and Sanitation.—The developments in these Depart-
ments, as the figures given below show, have been almost as striking as
in the case of Education. The organisation of an efficient and fairly wide-
spread agency for the prevention of 'epidemics has been a feature of the
sanitary administration of many Provinces.
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Meprcar AND PuBrLic Heanrs.
Expenditure (in crores of rupees).

(1) Provincial.

Percentage
. 1921-22. 1929-30. tncrease.:
(a) Medical 2-85 4.06 4245
(b) Public Health 1-41 2-62 85-81
(2) Municipalities.*
(a) Medical P S -67* 93 38.81
(b) Water supply, drainage and
conservancy 428+  5.84 36-44

(8) Local Boards.

Hospitals and sanitation . 1-09 2-02 85.32

* Figures relate to 1920-21.

Number of hospitals and patients treated.

Percentage
1920. 1929. increase.
1. Hospitals k
. (1) State ... 407 546 3415
(2) Local Authorities ... 2,655 3,807 43.39

II. Number of patients treated 36,342,417 54,132,152  48.95

12. Agriculture and Industries.—It is difficult by means of statistics to
indicate the improvements that have been introduced in agrienltural methods
by governmental action, For a detailed description of the activities of the
Provincial Departments of Agriculture and of the Central Board of Agricul-
tural Research, which was established as a result of the recommendations of
the Linlithgow Commission, we must refer the members of the Committee
to the official reports that are published annually. We may, however, give
here one instance of the results achieved by the application of scientific
resoarch to agriculture. The imports of sugar into India until ver
recently were so heavy that the customs duties levied on sugar w'ieldeg
Rs.107 crores in 1930-31, i.e. mnearly 28 per cent. of the total customs
revenue and over 10 per cent. of the total net revenue of the country
Owing to the introduction of improved types of sugar cane and the lev oé
protective dutiei, t}ie (%).rodqizltig)en of sugar is growing so rapidly that 1); is
estimated now that India wi completely self-supporti
within the next three or four years. P v pporting as regards sugar

The astonishing development of industries in India is generally admitted
and in fact has caused some alarm in foreign countries, It is therefore
unnecessary for ps.to give any figures, nor do we claim that t}’xis develo .
ment is due to ministerial action in the Provinces. As we shall have occasifn
to state in a subsequent section of this memorandum, it is only the Central
Government that can create the conditions necessary ,for the devel t of
industries. opment o

13. Local Self-Government.—The principal servic .
authorities in India are rural communicatifms, elen\eiiaf;tgsﬁiiozo nllzgf
cal relief and sanitation. The statistics we have given above relate both to
Provincial and local: institutions. Judging by these, it is obvious that on
the whole there has been a marked development. Ii".mphasis has, however
been laid not so much on the development of the services entrusted o the’k
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care of these authorities, but rather on the alleged irregularities and cases of
maladministration in some of the Provinces. We de not, of course, deny
that there have been several failures, but such failures are, as the Simon
Commission have pointed out, in no way peculiar to India, and ‘ they can
be parallcled at various times in countries with a far greater experience of
representative institntions.” Nor have they been confined in India to the
Transferred Departments. There has not been in the history of Indian
administration during recent years such a colossal failure as the Bombay
Back Bay Reclamation Scheme, in avhich Lord Lloyd, who was then
Governor, took a personal interest and which has imposed a very heavy
burden on the finances of Bombay for many years. We would draw the
attention of the critics, who have sought to draw inferences regarding the
competency of Indian Ministers from a few failures in local self-government,
to the report of the Back Bay Enguiry Committec,® and also to the reports
of the Central Public Accounts Committee, which have brought to light
serious irregularities even in the administration of departments not
entrusted to responsible Ministers.

14. In the administration of local authorities since the Reforms, Indian
Ministers have laboured under serious difficulties which can be traced
directiy to the atiempts io carry out in its fullest implications the recom-
mendation of the Montagu-Chelmsford Report that *° there should be the
largest possible independence for local authorities of outside control.”
Before tho Montagu-Chelmsford Reforms, there was in India nothing that
could be recognised as local self-government of the British type. The prin-
cipal administrative change that was made as a result of this recommenda-
tion in the Montagu-Chelmsford Report and its consequences have been fully
described in the following passage from the Simon Commission Reportt:—

““ The principal administrative change made, in every province except
the Punjab, was the substitution of an elected Chairman in almost every
district and municipality. This measure, designed to carry out the policy
of enlarging the sphere of self-government by removing official control,
in fact did far more than this: it radically altered the constitutien
of the local bodies and their relationship with the Provincial Govern-
ment. The official Chairman had not merely been the presiding member,
but actually the chief executive officer of the Local Board. In adminis-
tering its affairs, he had never been entirely dependent on the Board’s
own staff. He combined in his person the authority of the highest
revenue and the highest magisterial office in the district, and had in
consequence at his command an army of other officials whose services
he could and often did utilise in the discharge of his Local Board duties.
His functions as Chairman of the District Board merely formed part of
a varied complex the constituent part of which fitted in with, and

- simplified the discharge of each other. His revenue and magisterial

work took him to every corner of his charge, and these tours served
at the same time to keep him in intimate touch—without any extra
expenditure of time, money or effort—with the requirements of local
board administration,

« It seems to have been expected that an elected Chairman should
not only take the place of the District Officer as presiding member, but
shéuld also, without pay and in such time as he could spare from his

* This Committee was appointed in 1926 by the Government of India to
-enquire into the Back Bay Reclamation Scheme. It was presided over by Sir
Grimwood Mears, Chief Justice of the Allahabad High Court.

+ Para. 350, Volume I, Simon Commission Report.
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own affairs, be the chief executive officer of the Board, with such assist-
ance as he might obtain from an-ill-paid secretary, little better than a
minute clerk, and from the technmical officers such as the engineer and
medical officer.”’ N
_ It is not, therefore, surprising that there has been some loss of efficiency
in some of the Provinces. The principal defects of the system introduced
on the recommendation of the Montagu-Chelmsford Report are, as has been
pointed out by the Simon Commission : — ’

(a) the absence of ‘‘ a class of skilled professional administrators who
while they follow the policy laid down by the elected representatives’
are at once their advisers and the instruments whereby their -decision;
are put into operation ’’; and

(b) the absence of a general system of grants-in-aid which in this
country have been found to be more effective instruments of control than
the exercise of statutory powers by the Central authority.

Political and financial difficulties have stood in the way of reform in local
gelf-government. The development of a system of grants-in-aid has been
rendered impossible owing to the extreme financial stringency in the Pro-
vinces, f-or a grant-in-aid is every ineffective as a means of controlling local
authorities unless it is substantial. The difficulties as regards the provision
of efficient executive officers for the local authorities have been partly
political and partly financial. The Collector of the district, who co-ordinates
the work of all Depz}rtments, is obviously the most appr,opriate executive
officers for the District Board, but so long as the Indian Civil Service is
not complet.;ely controlled by responsible Ministers, political considerations
will stand in the way of this important administrative development. The
Tesources of ‘the local authorities are quite inadequate for the emplc;yment
of an executive agency as efficient as that which was under the control of
the Collector of the district before the reforms. It may be noted in this

connection that, as has been observed by the Simon Commission, wherever
, .

(as in Madras) a system of grants-in-aid subject i i
adopted, there has been very little loss of eﬂiciei}cy. to inspection has been
15. The difficulties of dealing with local authorities who have been given
extensive powers, which in some respects are wider than those possessed by
similar bodies in this country or on the Continent of Europe, will be
appreciated by British politicians who are acquainted with the };ietor of
locafl self-government in this country in the first half of the 19th ke t51’1
It is unnecessary for us to remind the members of the Commi’ctec nf trge
formidable difficulties which Sir Robert Peel and other British : t(; men
had to encounter in the last century in reforming the police admis 'at Stion
and other local services. Indian local authorities are very jeal n:s ? an
interference with their newly-acquired privileges, and ub1}i7 ')t . ho 1y
weapon on which the Central authority can rely. Theps 'stec N f1 ® ehoni
htas,. tdurmgd{ece}r:}; hye_ars been introduced in several PerVinergs 81;11'10(1 a‘zﬁe
stricter audit which is now in for i i g Pk 4
pre-reform days never became public(.:e discloses irregularities which fn the
The annu‘al revie'ws of the administration of municipalities and local boards
whlgh are x_ssued, it may be noted, under the instruction of the responsible
Indian Ministers have also during recent years been of a very critical nature
for it is obvious that public opinion has to be created to some extent before,
powerful and influential municipalities, such as Benares, can be supersedsd
by an exercise of the statutory powers. It is the extracts from these
reviews that have furnished the critics of the White Paper scheme with the

material for their press propaganda. The following letter from Sir Alfred
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Watson, which appeared in the ‘ Times’’ of 3rd June, 1933, summarises in
a few sentences the true state of affairs:—

“ Much is being made by those who oppose advance in India of
extracts from the reports of the Provincial Governments on local self-
government in India. These are held to be the condemnation of Indian
control of Indian affairs. The point seems to be ignored that local self-
government is one of the transferred subjects in the hands of Indian
Ministers, and that all these censures are those of Indians upon the
administration of their own people; that does not support the contention
that Indians are indifferent to inefficiency or corruption in Government.

“ The level of municipal government in India is low, and has never
been anything else, but it is certainly improving under the watchful
eriticism of the Indians in whose hands its central control has been
placed.”

Central Responsibility.

16. We shall now deal with another contention which is the basis of the
schemes put forward both by Mr. Churchill and Sir Michael O’Dwyer. It has
Leen suggested that a scheme of provincial autonomy without Central
responsibility would give the responsible executive in the Provinces control
over all the vital departments that affect the welfare of the masses and in
particular over the so-called nation-building departments. Mr. Churchill
stated that the administration of these subjects in vast Provinces should be
regarded by the Indian politician as “‘ a majestic task,” and that be would
not be prepared for a further transfer of responsibility until and upless this
great experiment proved a success.

17. We deal elsewhere with the political and administrative objections to
the reservation of Law and Order. Apart from political and other con-
siderations, our assertion is that no Minister can accept real responsibility
for the development of the nation-building services unless the policy in
respect of Central subjects is also determined by a Ministry responmsible to
the people. The five principal nation-building services are:—

(a) Education; :
(b) Sanitation;

(¢) Medical Relief; _

(d) Industries; and

(e) Agriculture.

As regards the first two, it is generally admitted that the only impedi-
ment in the way of rapid advance has been finance, for there has been no
dearth of either teachers or of qualified medical practitioners in India. As
has been made abundantly clear both by the Hailey Memorandum and also
by the evidence of eminent administrators like Sir Charles Innes, the finan-
cial difficulty arises from the fact that the margin of taxation in now very
small and the increased resources necessary for these services can be pro-
vided only by a revival and development of agriculture and industries.

Now the principal methods by which the Government can create the con-
ditions favourable to agriculture and industries are:— .

(i) Protective tariff;
(i) Development of credit facilities;

(iii) Transport facilities. (This is of special importance in India
since the railway system is owned and very largely managed by the
State); and

(iv) Maintenance of a level of prices favourable for the development
of industries and agriculture. (This, of course, is dependent on the
currency policy of the country.)
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In other words, the administration of these two de is vi
iom'lec.ted with, and in fac.t dgpendpnt on, the policy ofl)t;tcll‘(t;l(l)ts(\r‘r?m‘cilt:”)E
ndia in respect of 'the tariff, banking, railways and currency whlich aro ((;f
ggurste, Central subjects. We venture to doubt whether the I\’{inistor of ,n

untry would be_ prepnx_‘ed to accept responsibility for the devel g
agriculture gnd industries without control over the tariILf L\vo-lopment o
currency policy of that country. It will be the function'o;x;;lmng‘e nn(}
ﬁﬁ.va(irggf?t to create the conditions favourable for industrial unl((; nﬁ:;f‘”’,’-
; A elopment by a tariff and currency policy suited to the e tg ‘ud
or the Provmcml'Governments to organise and build on th i?lm Intion
lal_d. The prosperity of the agricultural classes, it is hard] ® nomations
point out, depends not only on the out-turn of their crops by tnelcessary o
prices they can secure for the commodities they growI ’ 'Il‘ll \ﬂ A
Labonous years of agricultural research and organisation n'xight }l;(c; cr(fsullw (l)f
]:ﬁ;ﬁiy:geby _8: l;nsound. currency I)_"!icy. It is superfluous howle’:'l:\rebeti
Iabour | thep(,)-:;' at present when stabilization of currency and’ )rié(ss /'l,l
\ ival of agricultural angd industrial prosperi i ve issue
in most of the countries of Europe and America PIOSperity is w live issuo

APPENDIX B.
‘ ' INp1A’s Desr Posrrion,
1. The following statement shows the debt and other interest-

tions of the Government of India in Engla : .
the end of 31st March, 1933 :— wland and in India,

bearing obliga-
outstanding at

(a) In India s Milli
) e £ Millions, Ds. Crores,
(2) Other obligations {including O
Treasary Bills, Post Office Savings
Bank deposits, Cash Certificates,
etc.)... . 2685
Total in India ... T
(b) In England 7064
(1) Loans 315-6 4920
(2) War_ Contributions . 16-7 ' 20:2
(3) Capital valuo of railway annuities 47:0 65 ;
(4) Other obligations ... 1-0 ]'7;
Total in England ... 380-3 5071
| —_— - 5071
Total in India and in England... ’1;12 5
Interest-vileding or productive assets, T
(1) Capital chargeable to railways ... 75
Other assets including advances L6
to Provinces . 217.3
(2) Cash, bullion and securities in 968-9
Treasury ...
(3) Balance of unproductive debt, 36-9
not covered by assets ... 2067
Total ... Eﬁ—é
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2. From this statement emerge two facts which are of the very greatest
importance to cvery British investor in Indian sterling loans and which can-
not be given too much prominence in the political controversy that is raging
in this country.

(1) In tho first place it will be noted that fiveixths of India’s debt is
covered by productive assets, which are mainly State ranways and irrigation
works. We need hardly point ont that the new eonstitntion provides for
the establishment of a Statulory Railway Board with a view to the manage-
ment of the Indian State railway system on commercial principles, un-
hampered by political influences in the day to day adumnnistration.

(2) In the second place it will be noted that the internal Rupee debt
of India is nearly 1} times tho sterling debt. An appreciable portion even
of the latter is hold by Indian banks, insurance companies, and individual
Indian investors. It is obvious that any measures of the future Government
of India that would affect the stability of India’s finances or 1t~ eredit in
England would have scerious repercussions on India’s internal credit,

3. In this connection a word of explanation is required as to the com-
position of India’s internal rupee debt.  Industrial development and invest-
ment are still in their infancy in India and the educated middle classes, as
in Franco, invest a considerable portion of their savings in Government
securities, post-office savings banks, post-office cash certificates and, in the
case of Government servants, the Provident Funds. The following figures
indicate the amazing growth of this form of investment. particularly during

the last ten years:
31st March, 3lst March,

1923. 1933.

Rs. Crores. Ks. Crores.
Post Office Savings Bank ... L2382 42-6
Jash Certificates .. 31 54-6
Provident Funds . . .. 361 76-6

We have no recent figures of the number of persons who have invested
money in the Post Office Savings Bank or the cash certificates, but the Post
Office Savings Bank depositors numbered 2,300,000 in 1929. The vast
majority of the Government servants contribute a portion from their salary
to the Provident Funds, and the number of persons who have invested in
Post Office cash certificates also probably runs into millions. These figures
are of very great political significance since as is well-known, the upper and
lower middle classes are tho very section of the population who are most
“« politically-minded '’ and among whom nationalist feeling finds expression
in its most intense form. Any future Government of India which by its
financial indiscretions endangers the financial stability or credit of the
country would bo very short-lived indeed, since it would have to meet the
united opposition of all these classes including the enormous army of
Government officers.

4. Wo must now analyse the unproductive debt (or, as it is sometimes
described, the unallocated debt, i.e. the portion of the debt not allocated
to any productive assets such as railways) and attempt to discover the
circumstances under which the present figure of Rs.207 crores has been
reached. In 1914 and 1915 thero was no portion of the interest bearing
debt which was not covered by actual assets.®* This statement requires

'”This is based on paragraph 32 of the Memorandum on the financial
separation of Burma, prepared by 8ir Henry Howard and Mr. Nixon,
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;i‘;&f“’lanathn for those who are not acquainted with the mysteries of
" s accounting system. The figure of unproductive debt is, as has been
(t)hserved from the statement in paragraph 2, arrived at by do’ducting from
co:am’r;)::l' dlebt of Indla the amount wyhich is allocated to railways and other
comuu cial assets. The amount debited to one of these commercial depart-
8, 88 for. instance the railways, represents the capital actually expended
on construction irrespective of whether the amount so spent was found
from loan funds or from current revenues. Thus, when a port:ion of tho
surplus revenues was spent on railway construction an addition was made
Z(; t‘l;:axﬁ'xoxi:v:ezl dgb;tandsfl Q(l)rr;aslxor;lding reduction made in the uni)ro;luctive
1all ebt. Similarly when sinking fund ; i
for wiping out the whole debt including the %ailway ((:ll;l:)l;ge:h: (::go.ll:;“:)‘fmtilﬁd
amount was showrn as a deduction in the unproductive’ debt (except th:
small portion which by Statute has to be applied towards the reduction
of particular items of the debt). For instance, out of the 7 crores of rupees
zvhlc?x are annually provided in the Government of India budget for re-
;Acti:on or avoxd_ance of debt, over 5 crores relate to tho railway portion
of the debt k_mt in the actual accounts the railway debt remains stati
while there is a corresponding reduction in the unproductive debt onary

5. Two causes have primarily contributed 1
ductive debt since 1914-15. These are: — to tho growth of the unpro-

(a) The heavy deficits in the Indian bud i

: gets from 1918-23 amountin
to Rs.98 crores largely caused by the abnormal defence Oxp(‘n(litul‘%
after the Great War, /

(b) India’s enormous contributions towards the expenditure
b s d w0 by Great
gli.;lt‘:;?s (;r; tglxlz (zggat f“;‘;);&) z'ghes'ihcontributions anlmunte(l to );3146-2'
0 nd o 19-20.  This figure does nat inc -
penditure on various special war services which have bec(lazd(;s:ihr:a::d
at £57 mxlllot_ls. up to the end of 1921-22. 1t includes, however, the
specm war gift of £100 millions which India gave in’ March ’1917
Of this sum of £100 millions, nearly £75 millions were raised in India'.
by means of the War loans in 1917-18, while as regards the balance
the Government of India took over the liability for interest on an
equivalent amount of the British Government War loan.

If India’s total contributions towards War expenditure and the interest .

paid on War borrowings had been utilised for wiping out i

there would have been little or no sterling debtp t(ﬁdny ?:)i 8:0:1:{:3;:;?3
portion of the debt was incurred before the War, when the rates of
mtergsj; were very low. Until recently these pre-War Indian sterling
gecurities were quoted at rates very much below par.

We may incidentally refer here to the answer given by the

State to question No. 8405 put by Major Attlee.g He s{ated fl?:?:et:;{ g:
the debt of £100 mxllllons put up by India only about £16 millio’ns were
now outstanding. It is true that out of the £25 miilions, the liabilit for
which the Government of India took over from His Majes,ty‘s Govermient
only £16 millions are now outstanding, but it is not correct to sa tha;.
the sum of £75 millions borrowed in India by means of War loans hni been
repaid. The War loans raised in the years 1914-19 in India were in most
cases short-term loans which were converted or repaid by fresh borrowings
in the subsequent years, either in England or in India.

“ * ’I:h,e figures given in this section are taken from the official publication
India’s contribution to the Great War'’, pages 160-161.
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1. At the outset I consider it necessary to state my ontire position in
relation to the thte. Paper containing the proposals on Indian Constitu-
tional Reform. Having worked at the three Round Table Conferences
betwe‘en 1930 apd 1932, and taking a broad view of the Constitutional
question, the dlfﬁcu}tles and complexitics of which 1 appreciate, I have
come to the conclusion that no constitution which fails to satisfy certain
essentials will meet the needs of the situation in India, or rally round it

ges‘gg:l‘::’f body of men willing to work it in the spirit in which it should

2. In my opinion those essentials are:—

(D ReSPOHSlbI‘htY at the Centre, with such safeguards as in the
Interests of -India may be necessary for the period of transition, to he
CStilb!lShed, soon 'nfter the passing of the Act, without prolonging the
g:;:;tory provisions contemplated by paragraph 202 of the Whito

trﬁling‘mcm\ Autonomy with necessary safeguards for the period of

(3) The reserved subjects, viz.: the Armv. Forei .

iasti . . ¥, Foreign Affairs, and also

f:,cle?las?}cal Aftairs, to be.u.ndel‘. the control of the Governor-General,

(ZI ord 16 period f’f transition which should not be long or indefinite.
R ) Ad efinite policy to be adopted and acted upon in respect of the

eserve D?partmex?ts S0 as to facilitate their transfer to the control
of the Indian Iﬂg]s'f’t“re and the Government within the shortest
possible dxstqnce of time, compatibly with the safety of tho country
and th‘e efﬁclenpy pf administration in those departments.

(5) The constitutional position of India within the British Common-
wealth of Nations to be definitely declared in the St(;tutg_

ALl-INpia FeperaTiON,

3. The great contribution of the first Rou
. ) : nd Table Confer in 1930
was the evolution of ~the idea of an All-India Federation consei:::iengmofl (@)
the _Provmces of'Brltxsh India and (b Indian States, not as an ideal to be
attained in a dim and distant future hut as the basis of a constitution

providing central responsibility to be set u i iate
Parliamentary lagislation. A P as an immediate result of

4. In certain quarters it has been suggested that the Princes, resent at
?I}r‘le“fi;sttionConffereﬂce, rushed into agreement without clearly r’eall)ising the
thz?t has es]: 9“('1 at they were saying and doing, and that during the time
and thag manps f:}:nce their enthufmfsm for the Federation has waned
has put forwir:; th'em are now unwilling or hesitating to join it. No one
O'Dwier, in his writton statomeny. Tor® Cmphatically than Sir Michael
Parliamentary Committes. atement and oral evidence before the Joint
by c?rl:ail;‘xeq[(:;ila:le; was,”" says Sir Michael O’Dwyer, “ in 1930 wolcomed
thought threatened brm;:)es anxious to safeguard their future which they
rather hastily ace ti;dt: 1929 declaration about Dominion Status: it was
sentatives ofythe i[i,b ly the Government then in power and by ropre-
possible means of eral Party in the first Round Table Conference as a
Congress Extremisstec":rmg the Central Government against control by the
Michaol botrays a seqreteatcr T t0 think that this obsorvation of Sir
Table Conference, an dg:le all)le lgnorance of what had preceded tho Round
then in power t;nd th oes “ess t’h‘“"..mstice to the Princes, the Government

P © representatives of the Liberal Party, who were
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present at the Wirst Round Table Conference under the distinguished leader-
ship of Tord Reading, who had retired from the Vieceroyalty of India only
four years hefore tho mecting of the Conference, and might be assumed
to have a knowledge and understanding of the Indian situation. To under-
stand fully what Sir Michael’s view is, it is necessary to bear in mind what
ho said in reply to certain questions put o him by =ir Akbur Hydari the
representative of the premier state of Hyderalad, and =ir Manubhai Mehta,
the Prime Minister of Dikaner.  After confessine his ignorance of the ract
that several Princes had et at a Conference in 1él~ and that tiey had
then come {o the conclusion that they must work more or less on the
Federal 1deal, and after admitting that he had not studied that part of
the Simon Report which had recomniended the immediate establishment of
the Council for Greater India, Sir Michael proceeded to explain his views
at length. ] make no apology for quoting at length the gquestion put by
Sir Akbar Hydari, and the answer of Sir Michael O’Dwyer.

Sir Akbar:—

(No. 636)—** I think you will find that practically that is so.” % * Does
it not, therefore, make you alter, to a certain extent. the idea that really
the Princes’ declaration at the first Round Table Conterence, which was
repeated with greater and graver emphasis as tlme went on In successive
conferences, was not a sudden outhurst of enthusiasm but a realisation
of the conditions that were obtaining in India at the time, and the necessity
that there was, in their own self-interest, to try to get a constitution on
the lines of the White Paper? ” ‘“ My view is,”” said Sir Michael, ¢ that
the matter was rushed forward owing to the fact that the Government of
India Despatch of the 20th Septewber still regards—-and presumably the
Government of India were in communication with the Princes—{ederation
as a distant idea, In a few months, at the first Round Table Conference,
the thing is put forward ay being something almost immediately feasible.
That leads me to think that, although individual Princes and men of great
authority and position have given some consideration to it, the great body
of Princes had ncither the time nor the opportunity to comsider it at all,
and I am influenced in that view by what was said to me at the very first
Round Table Conferenco by some of the Princes individually. They had
neither the time nor the opportunity. That is quite right, but as soon as
the time and tho opportunity came and they were face to face with this
problem, then they thought it over, and they made a declaration. Is that
not possible? No. T think a great many of them who thought over it
had more and more misgivings about it.”

5. (No. 651) Sir Michael O'Dwyer was on this point closely examined
by Sir Manubhai Mehta also, and for the sake of convenience I quote the
wholo of his statement in answer to gquestions put by Sir Manubhai.

In the sccond paragraph of Part 1 of his Memorandum, Sir Michael
writes: ¢ The Ifederal idea was, in 1930, welcomed by certain Indian
Princes anxious to saleguard their future, which they thought threatened
by the 1929 Declaration about Dominion Status? ™ ' Yes.”

(No. 652)—'* As regards this remark, may 1 ask Sir Michael if he had
tho advantage of a talk with His Highness the Maharajah of Bikaner or
His Highness the Nawab of Bhopal, who were exponents of the idea of All-
India Federation at the first Round Table Conference? Had he any talk

* This has reference to the previous question in which Sir Akbar pointed out
that the Council for Greater India proposed by Sir John Simon dealt mainly
and practically with all those questions with which the All-India Federal

Legislature would deal in future.
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‘with them?” Answer—‘* Not with Hj i
i - t t is Highness th .
! :Il:;: § éal;id,‘“p’fglkh:nx H};s Highnegs thegMa;:araj:h P:J?wl‘;ibka‘:ferl?yopal
. a e . . ¢ . .
St?:zus?”-—“ No, other Pr{nces a‘:lil(; sl: ﬂt?md” by the idea of Dominion
0. 654)—His Highness the Maharaj .
] ; jah of G i i
:ezs Il:{l}e Maharajah of Pahalg, His Highness t;‘:k‘lv::hgz‘j.:gu:)fnlg %lg_h-
n t.ls Highness the Maharajah of Alwar. Had Sir Michael a :s“:mr,
;‘ny ;)me with those PrincesP” *‘I had talks with all of them excopt the
awab of Bhopal, but I am not going to give away any of e b
my informants.” y of the names of
(No. 635)—* Did they say they w i is i
] 51 y were in favour of th
t;lon beqause they were ‘afraid of Dominion Status?’’ Asnslv:'l::-—?fSFofndem;
them sagd Wlllen the _Decla}'gtion was made about Dominion Status the ed‘:)d
notNreallse wh‘at their position would be vis-a-vis a future British Indii 5
—‘ . “ - y
. (Ye;)-.”656) The Declaration about Dominion Status was made in 1929 2"
No. oy . . .
B §'es?.”657) This Declaration about Federation was made in 19302
(No. 658)—* During that period i i i
am oy B ppuring that 1‘)761:.” had Sir Michael any oceasion to talk with
(No. 659)—*‘‘ Before the Declaration was 1
. ' vas made?” “ N y
:,lllon was made. The only opportunity { had to talk .\:iytl?f:ﬁ.\ tho Declara-
ey came here to the first Round Table Conference.’ m was when

(No. 660)—** After the Declaration was made Sir Michael had talk with
(No. 661)—*‘ But not before?”
about Dominion Status.”
(No. 662)—* That was made in 1
Table Conference the Princes declar.
in favour of Federation?” ¢ Yes.”

(No. 663)—* What was the i i

) A as ground for Sir Michael’ i

influenced by the idea of Dominion Statusp” Som: :fel:;t}:lfm:lhgkghey o

th(NPO.'GM)—'” Aftor they declared for Federation?” <[ (o e

d'§ rinces individually declared for Federation, and not think all
id declare for Federation changed their opin‘ion
no secret of the fact that they did so.”’

Lord Winterton then asked:

(No. 665)—** Was your answer that those
;ienc_t; se.u}i1 8o in private conversations?’ .?:hlgohad am v
Ipce:lngotws oeCit:ley hw:;e. .I had conyorsations wi’th most n(‘))ft &r?bf,r‘.’d to
L can Con?ereniew cs er it fwxxs the time they were hero for the f(, t ;.(mcesd.
of Federation wa; br(?xm?xto bthem rogyme that the D“Clnmtinnlrls fm":“
Dominion Status. I axlng about largely by tho Viceray's Decl io 81"0 t
6 i . not prepared to aive th wlaration abou
that to mo. ¢ names of those who stated
8ir Manubhai Mehta then asked:

(No. 666)—‘* How does Sir Michael i

. . ree i 1

tion of the Princes that they were prep(zmnril(lle ttohncarlx:ih‘i}rf]tx l?}‘lethl?e? ed:'mr:
! eratio

only if there was central responsibili
two ideas reconcilable? ’ A[:;w:rtl_[iy and self-government. How aro the

“
and wrongs of the case, 1 am enly of I am not arguing with the rights

Princes gave me for this De Y stating the reasons which
’ clarat which some of the
to come into the Federation.” ton that some of the Princes wero willing

3
‘I thought you meant the Declaration

929. After the openi
pening of the Round
ed on the very first day that they ul/ere

,fas I say, some who
afterwards, and made

declared for indepon-
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(No. 667)—*“ Werc the Princes responsible for this Declaration? ”
Answer:—*“ T am not prepared to be pressed for information as to the
particular Princes who gave me their view. 1 <o not think it is fair to
bring forward their names, but I know certain of the Princes who declared
for the Federation altered their views when they went back to Inda. They
publicly stated so.”

6. It is obvious that Sir Michael O'Dwyer places those who differ from
him at a great disadvantage in so far as he states publicly that <ome
Princes expressed to him privately their regret for their hasty action, but
is unwilling to give their names, and I would therefore respectfully endorse
the view of His Graco the Archhishop of Canterbury, that it was not fair
on the part of Bir Michael to put in evidence the statements, which,
according to him, were privately made by the Princes. I submit that the
repeated statements and declnrations of the Princes at their Conferences
and meotings of the Chamber of Princes and the repeated assurances wiven
by their represcntatives at the third Round Table Conference and at the
Joint Parliamentary Committee, can lead to one. and oniv one, conclusion,
and that is that not only have the Princes not gone Lak on their original
attitude, but they still adhere to the idea of an All-lndia Federation, That
ns from the start of the first Round Table
Conference, is perfectly true. Some of these conditions are no longer
matters of controversy, while others are capable of adjustment. I quote
below a statement which appeared in the ‘¢ Times " oof 6th July. 1933:

they have imposed cortain conditio

PriNces’ SUPPORT OF FrprrATION.”
Chancellor’s Statement.

“ The Maharajah of Patiala, Chancellor of the Chamber of Princes, has
sent to Nawah Sir Linqat Hayat Khan, his Prime Minister, who is one
of the States' delegates to the Joint Select Committee. a telegram defining
his attitude to Federation, and expressing surprise lhf\t there' have’ bee'n
allegations throwing doubt upon his sup[]ort qf 'the_polx('_\' of 'h\s Majesty's
Government. His Highness states that his position 1s clear; since a general
agreement (known as the Delhi Pact) was reached between g’rmce.s ax}d
Ministers in December last, he had adhered to the Chamber’s policy in
regard to Federation. e adds: . )

 please repudiate all suggestions to the conirary. The authorities will,
of course, appreciate that our insi'stmg on nd'equt_o safog}lqrds for the
protection of our antonomy. sov(‘rmgnty: :31\(]' hn;xn«-m?‘ s_tabnhtf d(%ei n]qt
mean opposition to Federation.  In fact itas 1 the hest )Y)ton-.\s of India
as o whole that tho Tederation should assure our continued cornection
with the British Crown and stability in the Centre. to the safegnarding
of lmperial as woll as Indian States Interests. _

¢ Under the Delhi Pact, in the shaping ‘of which the Rn]yrs of Patiala,
Bikaner, and Bhopal took part, existing differences were adjusted botween
the two coctions ~Federationists, and .Cunfodorut101nst<._ The Princes were
unanimous in reaching a comion pol_wy in favour of joining an ;\H'-In(ha
Federation, subject to certain essential safeguards hon‘m provided in the
new Counstitution, through (‘,(nli"vdoratlnn among such States as do’.sxrod to
adopt that method, while leaving the door open to others to join the

Federation direet.”
N e e views R
7. If T have given so much space to Sir Michael's views on this matter,

it is becauso I treat him as representing o numher of public men in England
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who have expressed more or less identical views in Parliament or on public -

platforms, and in the press, and I am ounl i i
| ) Yy anxious to i
views are neither correct nor fair to Britisk India or t(l))otlltll: ?’llfuzt;:t their

8. 1 shall now give a few facts in histori

¢ / cal sequence to sh at the ide
of t.he Federathn was not suddenly sprung upon the f’r(i):wtshdotrull; ;dti:
Indians at the time of the first Round Table Conference ; — e

(a) The Simon Commission was appoi

T} ) ppointed on 27th N b
. and visited India between 1928 ; 29, 1 i remhers 1021,
Ty n 1928 and 1929, and submitted their Report in

(b) T shall invite the attention of the C it

| shal h ommitiee to Vol. 2 (Pa
})‘pJ 103-206, of the Simon Commission Report. On page 193( LhZ; sz;)'
| t wguld _be more true to say that there is really one India, but thu.t
the unity of India includes the Indian States as well as ]%ritisl,l India ’’;
¢ y

and then the te f ie ]
e poen O az ;1(;!'?0?‘_8 r(fl the carlier Report of Mr. Montague and Lord

" India is in fact as well as by legal definition i
[ ] one geographical ole.
;I;}sl:s 12:e§§:ilrc::lr;:§§;zn t:)f ttiixe Stgtt'es};l \\(rith the British Er%]pi%o imot onl;‘:hcolxi-
g e Dritish Crown, but also in their growing in-
t;::sti;llzqu:ﬁrl:y l;n;xtter,s, common to the land to which they and gthc Bx%til:h
prowi f‘ o belong.” The Report then goes on to say: ‘* Whatever ma
 the utgre whxe.h Is 1n store for British India, it is impossible to o d
ceive that its cgnstlt:utxonal developments can he d’evised and émr;‘ed out t
the end, while ignoring the Indian States. It iy equally (‘(‘l‘l'li;l illctl Oulh "
;ﬁ:,czgat thfe éuture of the Indian States will be materi'zﬂb; inflllxcn:;d"gg
the ﬂ(:-;etz ivelql):éent in Brlt[sh.lndia. The Indian Princes hmﬂ: no{
of British Tndia is not shat of 7 detusny oprmeole, COnstitutional progross
T ] : g "hed spectator Y 1
i’li‘;rl:]%ielsn a world .vs.'hlch, for all its hisboryp of dee;) b(;lit;igifor{;”::(.llnl?iﬁ::
rivairies, p—r.eserves In some respects rcmarkable cultural nfﬁniti'es d i
y working out a common destiny.” It was for these r ' that in
((i):;c‘(‘),hea 19t2'9’ the (},‘lommission addressed a letter to the Prim:al::il:l‘}stgftar;:
attention to the importance, when considering the directi i
:}]otx?sm }c;?nﬁtltutmn of India is likely to take, of !i’ulrinf,: in xtr]z(ijtrtl(lwtl;llfhr(g}::
b The‘x(f)(:;m;nqy develop between ¢ British India and the Indian St:ltoé."
thase o cm:‘;xi(;z retoommended the examination of the ro
& Conforomen shbu;(;l bPaTtls of Great'or India, and further recommended that
and the e houl e called to w"hlch representatives of both British India
the same pian Late(;; ;hogld be invited.” This was in October, 1929. In
to Tndin one msidoolf' fr.wm, the Viceroy of India, returned from England
Majosty's Goverms 1ts tJ:;’lmous announcement with the full authority of His
The Cobamission s nt}; that a Roand ’l_'able Conference would soon be held.
plonsure thap o 3 Cm; Report published in May, 1930, expressed their
the Commimn couald gnterence was going to be called, For obvious reasons,
the future relationsli ofmako any concrete proposals for the adjustment of
had not durinoh hip of the two. constituent elements. The Indian States
accordingly weglconfcls; vn}:ut to India put forward their own viows, and they
Tabla Conperoice S't © prospect of an exchange of views at the Round
araph s thei;-Ié imon Commission Report, Vol. 2, p. 194.) In para-
His Highness oy ﬁpor{; the Commission quote an important statement of
openly miven eone ] aharajah of B}kanor to the cffect that ** the Princes have
Droblons ven thg u}s:ilon t’z) the belief that the ultimate solution of the Indian
Hime is ripe fon it’_imxlli‘edgoal‘—\.vhen(_aver circumstances are favourahle, and
and Govornment o7 t; erntl‘on, which word has no terror for the P;inces
e States.” The Commission then refers with approval

Intionship between

to the language of caution of the Butler Committee, which pursuing the
line of thought adopted in paragraph 300 of the Montague-Chelmsford
Report in 1917-1918, gives a warning against the danger of trying to advance
in the direction of Federation too fast.

(¢) tu paragreph 231 of their Reporv they actually discuss the form
of the ultimate Federation, and in paragraph 231 they observe that
« Federations come about only when the units to be federated are ready
for the process, and we are far from supposing that the Federation
of Greater Jndia can be artificially hastened, or that, when it comes,
it will spring into being at a bound.”  They say that ‘ whut is now
needed is some organ, however rudimentary, which will for some pur-
poses, however limited, address itself to the treatment of matters which
are of common concern to the whole of Greater India, not from the
side of the Indian States alone, nor solely from the side of British
India, but from both.”

They then put forwamd in paragraph 237, their proposals for the establish-
ment of the Council for Greater India—*a Consultative body baving no
executive powers, intended to make a beginning in the process which may
one day lead to Indian Federation.”

(/) The next important State document, in which the ideal of an All-
[ndin Federation is discussed, is the Despatch of the Government of
India, bearing date, September 20, 1930.  Like the Simen Commission,
they envisage the Federation as a distant ideal which ‘‘ cannot be
artificially hastened ”’ (vide paragraph 16, p. 11, of the Despatch).
The Government of India then go on to recommend “ the provision for
the Council of Greater India consisting of not less than 60 members,
of whom about 20 might be representatives of the States.”’

(¢) Referring to the treatment of the question of Federation in his
Report, Sir Johu Simon said in the course of his speech in the House
of Commons, on March 28, 1933 (vide Parliamentary Debates, House
of Commons, Vol. 276, No. 09 at p. 89) that the Indian States were
outside their reference, and that the Commission ‘‘ have not taken
evidence from any Indian States. No Indian Princes came before us.
No Minister from any one of these great countries, some of which are
as big as some of the smaller countries of Europe, came and offered
his views.” 8ir John Simon then quotes from the speech of}H.H. the
Muaharajah of Patiala, the Chancellor of the Chamber of Princes, who
spoke not for himself alone, but for a large bhody of Princes whom he
had consulted.  The Miharajah had said at the Conference:

«The main principle of Federation stands acceptable, and 1 echlo the
confident hope expressed the other day by His Highness tl'm .\Ialml"a)ah of
Bikaner, that by f[ar the larger proportion of the States will come into the
foderal structure at once, and that the remainder will soon follow.” Sir
John Simon thought that this might be too sanguine a view, but he pro-
coeded to draw particular attention again to the following words of the
Maharajah of Patiala:—

“# We have all mado it clear, however, that we considgr oer"tain things
to be essentinl, We can only federate .witih a British 'ln.dla which has self-.
government and- not with a British Indxq governed as it 1s at present. 'Tlns
is a sentiment to which repeated expression has heen given by othgr Princes
and their Ministers at all the Conferences, and the Joint Parliamentary
Commiittee.”’ )

() I shall now refer to another pubhc document, _thOUgh pot qf an
official character. In 1928 the All-Parties Conference in India appointed
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a_Committee to examine and réport on the various constitutional pro-
posals then engaging public attention, and it submitted a report generally
known as the Nehru Committee Report. In the Report it is stated
t_l-mt *if the Indian States would he willing to join such a federation
(i.e., ;a perpetual union of several sovereign Statgs) after realising the
full implications of the federal idea, we shall heartily welcome their
decision and do all that lies in our power to secure to them the full
enjoyment of their rights and privileges.”

(g) T have been at pains to show that the ideal of Federation Lnd
been engaging the attention of British Indians and Indian States for
some time, and that it had not been absent also from the mind of
certain important and high placed Fnglish statcsmen even before the
Simon Commission came to discuss it in their Report. No doubt there
was a good deal of clearing of ideas which remained to be done,
and this could only be achieved by a Joint Conference of His Majesty’s
Government and the representatives of British India and the Indian
States. This opportunity was afforded by the Round Table Conference
held in London in 1930. There would fhus seem to be no justification
for the.suggestxon that the Indian Princes hastily agreed to join the
Federation because, as suggested by Sir Michael O'Dwyer, they wanted
to protect 1_;he1r position against the possibility of British India achiev-
ing D_omlmon Status which was foreshadowed in the announcement
made in 1929 by Lord Irwin. If the representatives of British India
accepted it as a feasible basis of advance in 1930 at the Conference
it was because thqy realised that (@) it would lay the foundation oi,’
Indian unity, (b) it would provide an effective machinery for protect-
ing common interests and minimising the chances of friction between
the two sections of India; (c) it would, by supplying a stable clement

. in .t‘he Indian Constitution, allay the apprehensions in the minds of
British statesmen in respect of changes to be brought about in the
char.acter and composition of the Central Government in India and
(d) 1t would promote the cause of progress and constitutional ad’vunce
in the Indian States themselves.

9. Whether the time for the establishment of the Federation of All-
India has come, or whether it will arrive after the Provinces have become
autonomous units and developed what is called * provincial self-conscious-
ness ’, is a question which may now be dealt with briefly. In my humble
judgment the analogy between British India as it now is, and Canada and
Australia as they were at the time of the establishment of Federation in
those countries, is not sustainable. British India already posscsses a Central
‘Government. The problem in India is not to create a Central Government
there for the first time, but to alter its character and divide its functions
and powers from those of the federating Provinces and the States. This
problem did not, so far as I know, exist in Canada or Australia at the
dates of the establishment of the Federal Governments in those Dominions.
Whether, therefore, the Ilederation is established now or after some time,
the whole structure and sphere of action of the Central Government will
have to .be altered. It is not quite clear what precisely is mecant hy

,-. provincial self-consciousness ”’. In point of fact the provinces in India
hat.'e' been existing as separate units practically since the beginning of
British rule, though they have been under the guidance of the Central
Government, and in the last 40 years, during which representative institu-
tions have l?een more or less developed, they have in their administrative
and economic life developed a consciousness which has at times heen a
source of great embarrassment to the Central Government—particularly in

.
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the ficld of finance. While in certain branches of administration, e.g., civil
and criminal laws and their administration, there has been uniformity
nearly everywhere, in certain ather matters of a local character, such as
land tenures, agriculture, local welf-government, ecducation, excise, 1n-
dustries, ote., each provinee has maintained and developed 1ts local peculiari-
ties, and has thas hecome self-conseious. The fact is that the 'PX‘O}'IH(‘QS
have already developed a life of their own, and that the real point is not
that they have not <eveloped individual self-conscinusness, but that in
come cnses there has heen for some time a marked tendency towards too
much of a provineial or local outlook. Quite apart. t])(’)‘(?fnr(', fmm.z.]m
financial pre-requisites such as the Reserve Bank, the credit and stability
of the finances of India, which will be nfyt)go(l later, 1 l]l]!lk that the
political conditions necessary for the association of the provinces into a
Federation already exist and the [legal machinery tor (-fuw-t'.mtl‘n: t}))s
purposc can only be provided by parl_mmontury Jegislation. On the other
hand, | verv strongly apprehend that in a country Hlke ln‘fim ',z::‘.‘: STy
provinces, the danger of leaving 1t to the n(-\\ly Ccanstivaied e

of the Provinces to excrcise their option iu Joim or nat jaanno the
Federation, ought not to be overlooked.  One ciniele provinee, i lefr 1o
itself, may hold up the progress of the entire country, a contimzensy which
1 think will be most disasirous in the circumstances of India. F lyther,
to create aufonomous provinces with responsible wovernment unetiomng
in them, and to link them up to a Centre which is to continue to he
responsible to British Parliament, will only tend to frnstrate the Qb](‘ct
of those who believe in the necessity of a strong eentre, and may seriously
lead to the breaking up of that unity of India, which it has taken more
than a century to huild up. Autonomous provinces may. and pro‘,mblt\' m]l
prove too strong for an unreformed Centre. A_n arrangement of 'thxs
character will, it is apprehended, promote friction instead of co-operation,
between provinee and provinee, and hetween provinces on one side., m»]d the
Centre on tho other. Lastly, an unaltered Centre will be the object of
concentrated atlack in British India; it will hn.ve.no moral ba.cklng in thg
country, and instead of playing the part of a }mxfymg factor, will be treate

as a rival standing in the wny of the provinces.

10. At this stage, I think it will be convenient to deal with some aspects
of the All-Tndia Federation, which have forl{md the subject of eritieian
both in India and in England. Tt has been said that the proposed Federa-
tion is unnatural owing to the difference in the character and structure
of the two constituent clements, viz., (a) thg P}"ovnpccs of British India
which have a framework ol representative in<titntions, and respo’nslblle
government, however restrieted in its scope, and operation, §x1«;] (»)}{t 18
Indian States, which are governed autacratically and have no snch anstitn-
tions as British Indian Provinces possess.

I would point out that some Inrlim_) States, particularly thase in the
South, already possess representative institutions, though there is much
room for their development. Others are showing a tendency to move
towands constitutional forms of government, and m-nrlf\' everswhere in Fho
Indian States there ix an awakening among their .\nh]t*cts who are nreing
their rulers to associate them with internal administration. 1’11‘:}1\- apinion
in British India distinctly and strongly favours a substantial advance in
Indian States towards constitutional forms of government, ard | think
I am right in saving that the Princes and t}wir I\Ii})istoﬂ are keenly wateh-
ing the signs of the times. I do not wish to impose nmy views on the
Btates, and even if 1 wished to do so. 1 could not.

slagures
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11. T am strongly of the opinion, however, that one result among others
of the association of British India and Indian States in the ficld of common
activity in the Federal legislature, will be to facilitate the passage of the
Indian States from their present form of autocratic government (1 use the
expression in no offensive sense) to a constitutional form with the rights
of their subjects defined, ascertained, and safeguarded. It will be noticed
that during the proceedings of the Round Table Conference we made appeals
to their Highnesses and the replies given by His Highness the Maharajah of
Bikaner, and His Highness the Nawah of Bhopal, though lacking in pre-
cision, may well be treated as holding out a hope for tho future. 1t has
next heen urged in British India, and also in England, that the presence
of the mominated representatives of Tndian States in the twao Chambors
will iftroduce an element of a markedly conservative character, and will
practically be a substitute for the present official bloc in the ITndian legisla-
ture. I do mot wish to minimise or ignorc the weight of this eriticism,
or the anomaly of the position, hut, having considered it carefully and dis-
passionately, T have come to the conclusion that the risks of this bloc
generally acting as an impediment in the way of British India are not by
any means great. At any rate, they are not of such a grave character as
to justify us in rejecting the All-India Federation on that ground alone. In
the first place 1 cannot believe—and there is no warrant for such an assump-
tion—that all Indian States representatives will think alike; secondly, I
think that differences caused by regional and cconomic interests are hound
to lead to diversity in policy and action among the representatives of the
'Indlar} States; thirdly, I would draw attention to the list of Federal Sub-
)ef:fs in Appendi‘x VI. The Federation bheing limited to subjects 1-49 in
List 1 of Appendix VI, the Indian States bloc cannot perform the functions
of the present official bloc in respect of those matters in which Indian

0%1111011 and official opinion in British India are usnaliy ranged on opposite
sides. )

']2. T do not x\'jslx to disguise the importance from the Indizn point of
view of some legislation which may be introduced at the instance of the
Governor-General, Bearing in mind this contingeney, T have, from the
start, proposed that the representatives of the Indian States should not
take part in legislation or other proceedings in the Federal Legislature
Wh.wh affect purely British Indian matters. So far as the attitude of tho
Princes themselves is concerned, it was very exprossly stated by the Nawab
of Bh‘opal at the second Round Table Conference. During the course of
the discussion on the 28th of October, 1931, at a mecting of the Federal
Structure Con.upittee, His Highness the Nawab of Bhopal said: ¢ May T
Lnake the position of the Indian States quite clear? They are not at all
Izjl?a?f a:m?us.lto vote on any matters which are the concern of Brit.ish
of Bii(aner 51’11‘1}111 ar St!‘te'"e"t was made by His Highness the Maharajah
the question ere being no reference to this matter in the Whito Paper,
and Iit lwm U“rnsdmll,sed at o meeting of the Joint Parlinmentary (‘vonunit't(.‘,o.
to the effect t‘}zlet ¥y some of us that there must bo a statutory provision
an Indian St 1:a }?01 member of the leglslnture appointed by tho Ruler of
of British I ‘:i‘e ° ]nl vote upon any B'.“ or Motion affecting the interests
mentioned .n": alone, and being outside the list of Federal suhjocts as
any questioll:l ppendix VI, .Of the White ‘P"PCP, and that the decision of
and is or is :st to whether it affects the interests of British India alone,
Bpeak f ho outside the list of Federal subjects, should bhe left to the

or of the House. The representatives of the Indian States took time

EN
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to make a considered statement, and accordingly Sir Akbar Hydari made
a statement on the 30th May, 1933, which 1 quote below: °

“ We want to declare that the policy of the States is, as it has always
been from the beginning, not to desire intervention in any matter affecting_
British India alone. .

“OAt the same time we have also declared that the Indian States have an
equal interest, as members of the Federation, i the existenie of a strong
and stable exceutive, and, therefore, they may have the right to speak and
vote whenever snch a question arises. . .

“Off the scheme of the White Paper is carefully studied, then, provided
the matter is left to the good sense of the parties, starting with a gentle-
man’s understanding, and developed in practice inte a well-understood
convention, this two-fold object will be attained without endangering either
of the principles which we have laid down at the outset.

“ The Round Table Conference in its successive sessions refrained from
laying down a rigid formula, partly because of the dfficulty of framing
one which would not overlap the limits in ecither directions, and partly
because it was felt that this was a matter which could be suitably left to a
convention.

«We therefore appeal to our friends on the other side to rest content
with the declaration we have made.”

1 should like to draw attention to the fact that when Sir Hari Singh
Gour asked whether Sir Akhar Hyddri intended that the States were to be
the solo judges of when their representatives were to $peak and vote, Sir
Akbar said that that was his intention,

13. 1 recognise the objection to what is called the in and out system,
and 1 also appreciate that a rigid provision of this character may prevent
the growth and expansion of Iederation in future. Taking all the praciical
difficultics into consideration, 1 think, however, that provision should be
made for a written convention or rule on the subject meeting the point of
view 1 have argued above, It is obvious that i the absence of such a
written convention, even a few of the representatives of States might by
their conduct prevent the convention from coming into existence at all. Tt
seems to me, therefore, necessary that a reference to tius rule should be
made in the Treaties of Aceession.  The rule {framed should give power to
the Speaker to decide the question as to whether o partiondar matter s
ono aflecting British India alone,

In this connection T would also draw attention to the statement made by
Mir Magbol Mahnood a representative of the Chamber of Princes, in the
course of his cvidence hefore (he Jomt Parliamentary Comnittes. whieh
does not seem to me to be quite consistent with the statensnt made by
Bir Akbar Hydari. 1 quote that statement helow

“On this guestion also the views that [ have 1o put on beliali of the
Chamber of Priunces’ Delegates and other States” Delegates present at that
meeting are that it would have to be left to somehody hke that o interpret,
but | have no speeifie instructions from the Chamber,”

Tl)(» following questions put by me, and the answers given o them by
Mir Maghul Mahmood, are mmportant, and may well be quoted at s place.

Question: “ Then | take your position to be that you are opposed to a
statutory provision prohibiting Indinn States’ Delegates from taking part,
but you are not opposed to a convention?

Answer: * No .
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Question: ' If you are not opposed to a convention, will you please tell
me how it is possible to prevent, even two or three or four of your repre-
sentatives from breaking that convention, and never allowing that con-
vention to come into existence unless we have some rule on that point? '
* Answer: “ 1 have already submitted that this question was considered by
the Chamber of Princes’ Delegates, and some of the States’ Delegates who
were present at that meeting, and it was there thought that something in
writing in the rules would be desirable, but the Chamber of Princos has
given no instructions on this specific question.”

QueRion: ‘‘ Ydu remember that it was said in the Statement—I am speak-
ing now from recollection, and if I am wrong I hope you will correct me—
or rather in answer to a question put by Sir Hari Singh Gour, that the
Indian States’ Delegates will be the solo judges as to when they shall inter-
fere and when they shall not interfere. Would you stand by that statement,
or would you rather lecave that matter to be decided either by the speaker

or by some other independent body, such as a Committee of DPrivileges of
the two Houses? 7 o

Answer: “ On this question also the views I have to put on behalf of the
Chamber of Princes’ Delegates and other States’ Delegates present at that
meeting are that it would have to be left to somebody like that fo interpret,
but T have no specific instructions from the Chamber.’’ .

If, therefore, proper care is taken to lay the foundation of such a con-
vention, its growth can be left to the future. I fear, however, that if no

provision is made in this behalf, the apfrehensions of British India will not
be allayed. .

14. 1 would, however, urge that while on the ono h
view of the peculiar conditions of Federation, obje
nominating such representatives as they might thin
to their nominating those officers who are really
but whose services have been temporarily lent to States.* To do so will,
in my opinion, amount to defeating the provision of the Statute that
persons holding any office of profit under the Crown should be ineligible for
membership of the Legislature, and the observance of this rule in the case of
Indian States is all the more necessary in view of the objection to the
presence of an official bloc in the Legislature.

15. I presume that ordinarily the Indian States will he represented in the
Executive, that is to 8ay, one or two of the portfolios will be filled by the
appointment of such representatives of the Indian States as may be willing
generally to support the policy of the leader who is called upon to form a
Ministry. Once the Ministry ig formed, with the inclusion of representatives
from the Indian States, the Ministers will no doubt act collectively, and if
the Ministry is defeated by the Legislature on s point which the Prime
Minister considers of a vital character, the entire Ministry, including the
representatives of the Indian States, will resign.

As the Federal Government will ho the government both of tho Indian
States, and of British Indis, it is desirable that when an attempt is made to
extinguish the life of the Ministry by a direct vote of no-confidence, the
representatives of British India, and of the Indian States alike, should take
part in the proceedings of the Legislature. On the other hand, if on a
purely British Indian question the Ministry is defeated, and th
Minister feels that he has lost the confidonce of the
-of the Legislature, and that it will be impossible fo

and I would not, in
ct to their Highnesses
k fit, T could not agree
servants of the Crown,

e Prime
British Indian section

r him to carry on the

See on this point the evidence of Sir Samual Hoare,
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administration without their sgpportt', he shot;l(;iu:): sl;(f)zlgre;,e t;))mx:s‘slxe%n.ung;
other words, the ordinary Parliamentary proced P ed until
i 1 the Ministry of the day. on
ect altempt is made to overthrow
2n%;(r-ip§te unyI such difficulty in regard to the Budget, as the Bu@ge‘t';nw}l)l;
i')e '11 joint one in which both British India and the Indian States wi
equally interested. o . . -
i jons may arise, especially in matters relating to tax
cealise that oceasions may arise, cspeciall) ter ting
tioIn'::helbl it may be sought to impose a l)urdenbon Brltlslldhi«;l]mmall)(;gii atr;l(i
' iv ) I ates may be prepare $ v th
» representatives of the Indian States may b Suppe
?\1’[1:!111;‘111):(:)((’ lthr\ day. Ina case of this character it \\'oulfl be ?b\ m;))s'l}d :l?efs(l{x_'
for ti)u.(i()vcrnnmlit of the day to turn the scale )1; lhlel:]'fi:: oéxtrate_\s Lif -
ing upon the support of the reprose_ntutxves](()ilz 1(;63‘130 1;:he comé;t If an
i i 1d arise we sho .
occasion of this character shou B e T resentatives of
siween the Government of the day anc . :
fou.m.h‘? Olutdi};tt;:l]t;::a leaving it to the Prime Mnusﬁer_ in the e‘\‘ontlofhiz;
tIi;rfltlstltor:,xcrcisc or, not to exercise his option of resigning accoraing 1o
cfea 3 s _
estimate of the situation.

16. I cannot, however, agree to the Upper (‘h:nnhm{ (-xo}n-mflftiz:?-i(::};:
powers in the matter of supply.  Apart from the f:x(»?vt 1at t) m‘ _‘11;1 u F‘vhollv
of the Upper Chamber in the matter of supply \\1]]‘ pr: )1;‘)‘1 b wholly
opposed to British Parliamentary practice, :{1)(1 @)1e ‘Ifn.fﬁ?, m o propos’ed
desire to point out that the Lower Chamber itself, a(toz tiv%s e D
constitution, will consist of 33} per cent. of representa

1 o ular
S S h |1 y BO far as l can seoe, fOr some time to come, not be pop
. tates , who w l o M Lo

represcntatives coming through ]the ope? (:;x):e:efnf;::;zn, nr;rrxr(]lelil’xe I};&}:s‘:
Chﬂ'mh(-w ";l"v(i‘yl(;nifte]:\ftofl“zy ctl?gsifro(;incixﬁ Legislnture,s, and representa-
Ipdmm’ ‘; mln‘di'm States, who will be a nominat:cd bloc. I't seems to me,
tves of tm} t t(; al?ow tll’() Upper Chamber the rxgh.t of. voting supply will
therelor® & u:"rlo-u]inp; the constitution with conser_vatx.ve influences, and may
xclzzyﬁlt)?vm],u/lvo‘ the effect of making the Exccutive irremovable.

17. I notice with sntisfactio‘n that it 1s.ulrr;tetr]1)dq(f:ddt;>0 p:i(f):\zgeis“;litv(:rﬁ ‘:\ji]ih}i):
the duty of the Ruler of ’thttv}?(fe o egidtature. which applies to that
his territory to ev:l]:{yl‘% and 129 of the White Paper seem .to me to be qf a
torritory. 'PNTOS‘ tor, flowing naturally from proposal 127. 1t is (‘)b\'mus
conscguentm] (lmmi;‘od(,‘r'd subjects of administration l}.le Goyernor-(-onernl
that Nz:lr( t::wor, l)ﬂ" inspe;-tion or otherwise to satisfy himself thatt.an
must }mvo't' m{q]rd of :u'lministrnt/inn is maintained, and that f‘he fedexia 1trl1g
adequate stancan , out the Wederal purpose. The words: ‘ through 1ef
States aro (."”.\vmx;} m‘ilty 1 were no doubt a concession to the sentiment o
ageney of St:xt(t!l‘f”]' 1t1mi in fairness the States cannot have any reas‘onahli
the Statos. I] /”]? f(lorr‘ll agency heing empowered by the GO“Orno}r’-(v.onvergf
objection to the f(l'm slementing the decisions of the Feflgral aut ‘orlt),bll
for tho pu”msot-(:,u]].,rlqénto refuses to carry out such decisions, or is unable
::(z'r:‘r.rsntlﬁ'llr)ln:)lxlt ir; t{m spirit in which they should be carried out.

i : sstions to notice. The first is the
swre remain now two important quest : irst Is the
ls.t':l]l‘(;:: (f: ?:hofhor in the event of only ;31 per («?Eé}quiotr:lse ilnmi;)qen States
g:r::x: ir‘nl thev will he entitled to any spoc;al Ic;):; ﬁna‘ncg.
of thc?r voting strength, and the sccond 1s be(c t e vasranh 12 of
ryti it will he noticec ‘ aragrs 2
] s the first question, 1 be 1 . paragraph 12 o
19, As r]m-,gf()]: to the White Paper provides that st(; .f1501;15iti(‘]] Ftates
re o ;11(('(1 His Majesty's Government propose as the
are concerncd,
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satisfied before the Federal Constitution is br i i

' i ought into operat hat
Rulers of States, representing not less than half the aggg‘elg‘;atlg nl;o;:xriatii;:)li
ofl the Indian States, 'and entitled to not less than half the seats to be
allotted to the States in the Federal Upper Chamber, shall have executed

instruments of accession. If this condition regarding the representation of -

States representing not less than half the a i
1 ggregate populat i
States,.and entitled to not less than half the seatI?s I:;o b;ozlf(ft’fg(‘la Ibﬁd}o;g
S::Eeess gx the Ilederal (P};}l)er Chamber, is fulfilled but the number of acceding
oes not excee per cent. at the date of the i i :
Federal Constitution, then the i i i e Daration of the
( question will arise as to whether t} i
States will be entitle’d to their full e oding
Ci1 quota of 100 per cent. The questi i
:;l}(:t };J).robably be of much pp]}tlcal importance, as it is anticilaatedqtha;??o‘;’;t‘lpf
e bigger State§ offer to join, others will follow their lead. It is, however
necessary to arrive at some decision on this point, and to providé for suc‘!;
:onftllngency as may arise. [ submit that the most regular and proper course
ﬁ(l)l glow would be to leave the remaining seats unfilled, and to allot the un-
a ihesel?‘:fi in tf'uture to such States as may at a later stage desire to accede
To the I :br:hwg" It has, however, been suggested that the residue should
b ;; ol eto 121:)(;::;111 ;)tf the Crown, and that the Governor-General should
mpo e persons out of that residue In m ini
nominations by the Governor-General will have , ising offact on
ns b ; a most demoralising eff
113}::1 i(;onstiltu:ion, Iandq w:llslt);e,t I apprehend, strongly resented both gb; l;:ittigg
a an he Indian ates. British India will strongl e i
nominated bloc, and the Indian States will not treat such r%o%irfastigtmz}r]x

bers as their representatives. Two alternatives have been suggested : one is -

that in the event of only 51 per cent. of th i

: . e Indian States coming i
siart, a higher value should be put upon their voting strengtﬁ;- ”:mz:lt :ﬁ:
other is that the acceding States should be allowed to nominate, a largell

number of members than -t i ;
number of member an they would be entitled to on the basis of the quota

20. If one need choose between these tw i
~ch o alternative ’
latter, on the distinct understanding that it will bsi; {)n‘;’\(rm? f:rife;r;he
?grangsein:,nt, ani{ thathrules will be framed on the subject %0 as to pl;ovifljer
r a State vacating the seats in excess of its pro ] i
' . ; s per share in favour of

il‘;ezlzvlenizngﬂag Sta:f. Fslicrther, I:t would be obviously unjust to British Indi:

) acceding States the full 40 per cent. of th ‘ )
the entire Indian States bloc, wh i States may omraorred for

y en the acceding State

51 per cent, or a little more of thei b o i oot only

f . - r total number. The weight if it i
to be given as a necessity of the situation, should be very nﬁ;ger:tg: S

RESPONSIBILITY AT THE CENTRE

21. In paragraph 2 of this memorandum, i i
to me to be the essentials of the new constitu’ti;ilx ﬁn:;?:::egné) :v hat seemed
at the Centre, with such safeguards in the interests of Indi eeponsinility
necessary for the period of transition. I would emphasize that p 8;18 way be
blln‘q7 should be eﬁabhshe{! soon after the passing of the Act s‘\:vdithresponm-
llgngmg the transitory period contemplated by paragraph 2 02’ of thou%V {;I:O-
Czpet{- The period of transition between the establishment of t?x .
nstitution in the Provinces and the inauguration of Central respons?biﬁg;v
’

_ present system, is,
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should be of the briefest possible duration. And the composition of the
Executive Government consisting as it does of the Governor-General and
Members of the Executive Council appointed by the Crown, and their
relation to the Legislature, should be as little interfered with as possible.
The adjustments in the relations of the Centre and the responsible Pro-
vineial Governments should, T submit, rest on a very temporary basis, and
the power of the Central Legislature should not be whittled or reduced
during the period of transition.

92. To my mind, public opinion in India will not favour or reconcile itself
to a2 constitution which secks to establish Responsible Government in the
Provinces, without a simultaneous or nearly simultaneous change in the,
character and composition and powers and duties, of the Government and
Legislature at the Centre. On the merits of the question too, it would be
extremely undesirable to change the character of the Provinces and leave

" the Centre unaltered. ~If such a result should ensue, 1 should have no hesita-

tion in considering our labours at the three Round Table Conferences as
wasted, and the best intentions of His Majesty’s Government frustrated.
I think it is nccessary to sound a pote of warning that I have considerable
doubt as to whether any organized political party in India would be pre-
pared to work such a constitution.

93. T hold very strongly that Provincial Autonomy by itself will have
the certain effect of weakening the Centre. It cannot be seriously main-
tained that the Centre as at present constituted is a strong Centre. The
Government of India consists of the Governor-General and seven members
of the Executive Council, including the Commander-in-Chief. Three of
these members are Indians, of whom one has, during the last ten years, been
s membher of the Indian Civil Service or the Indian Finance Department. -
The Assembly which is the Lower House has an overwhelmingly large majority
of elected members, there being in it an official nominated bloc consisting
of about 26 members. The Council of State consists of 60 members, of
whom the non-officials, including nominated members, constitute the majority.
The Assembly, however, is not responsible, and the Executive is irremovable.
Except in those matters which are by Statute not open to discussion, or
which arve not subject to the vote of the House, the Assembly can raise any
question by way of debate, and can exercise its voting power. The relations
of the Legislature, constituted as it is and possessing as it does a large
elected majority, without any constrbutional responsibility resting upon its
shoulders, and the BExecutive which is irremovable by that Legislature, but
is answerable for its conduct to Parliament, cannot be and have not been
very harmonious. In actual practice it has not unoften happened that the
Legislature has refused to support proposals put forward by the Government,
or to grant some of their demands and even to pass the votable portion of

'the Budget. In tha circumstances existing in India, which only tend to foster

a sense of political struggle and restlessness, the Legislature is apt at
times to be affected by some strong currents of thought in the
country, and this cunnot be conducive to harmonious relations between it and
the Executive. Incidentally, the present state of things is wholly detri-
mental to the growth of a compact party system or even well defined
groups based on differences of an economic and social character. The
in short, not calculated to foster or encourage that
sense of responsibility which can only arise if it is felt that the effect of
a ‘particular decision may be to throw out the Government of the day,
and to transfer to other shoulders the responsibility for implementing it.
On the other hand, the existence of an overwhelming majority of elected
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me{nbeys has at times compelled the Government to accept compromises
which it would not have done if it knew that it had a party to support it.
These differences which have arisen between the Government of India and
the Legislature have not tended to strengthen the position of the Govern-
ment in the eyes of the public; on the contrary, they have weakened their
position and affected their prestige in the public eye. An irremovable
Exequtxve may survive repeated defeats by an irresponsible Legislature,
bu}; 1t can do so only at the cost of its moral hold upon public opinion. In
this connection I would invite the attention of the Committee to the
valuable evidence of Sir John Thompson. In the Memorandum submitted
on behalf of the Union of Great Britain and India by Sir John Thompson,
Bir Alfred Watson and Mr. Villiers to the Joint Select Committee, they
say:—‘ The present position is not satisfactory, with a responsible Legis-
lature and an irremovable Executive.”” Tt was further developed by Bir
John Thompson in the course of his oral statement to which I would invite
.attention, 8ir Charles Innes, who retired only a few months ago from
the Governorship of Burma, and who was before that a very distinguished
member of the Viceroy’s Executive Council, and to whose Memorandum
‘I‘ attach the very greatest importance, thus expresses himself on this point.

His M'a]eg;ty’s Government announced ” observed Sir Charles, * that it
was their intention gradually to introduce responsible government into

India, and the Government of India Act, 1919, was the first instalment of .

that promise.”” ‘‘ Some 6,000,000 people were enfranchised. Partial responsi-

bility was introduced in the Provinces, and though the principle of
responsibility was not admitted at the Centre, the Executive Government
was con_fronted by a Legislature enjoying large powers. The results were
what might have been expected. The transitory stage is always a difficult
stage. Incomplete self-government is the most difficult form of government.
It is always,_ so to speak, reaching out to fulfil itself. Canada in the first
half of the nineteenth century offers in some respects a parallel to the India
of t'o-day. There was an irresponsible Executive confronted by a powerful
Legislature, and Canada had its own communal problem in the rivalry
between the French and English Canadians. The effects of these factors were
much ‘ghe same as those which have manifested themselves of recent years
in India. There was a tendency towards irresponsibility on the part of the
_Leglslature. The tension between the French and the English Canadians
mcreased,' and there was a growing bitterness against the Home Govern-
ment. Finally, there was a rebellion, and it was only Lord Durham’s
Report which saved Canada for the Empire. He recognised that responsi-
!)lhty was the only real remedy for the situation that had arisen. History
is repeating itself in India to-day, and much the same phenomena can be
scen. The ferment has been immensely increased by the first instalment
of self-government. - We have set every person in India who understands
the n}atter'at all thinking about political advance. It has become an
obsession with almost all educated Indians, and they feel that the honour
and se.lf-'respect 9’:’ India are bound up with it. As the Indian Statutory
Commission put it, there has grown up a ‘passionate determination among

the politically-minded classes of Indians to assert and uphold the claim of ‘

India as a whole to its due place in the world.’ There is in India to-day
& real nationalist movement, concentrating in itself all the forces which

are aroused by an appeal to national dignity and national self-consciousness. -

Then again, communal feeling between Hi im i

) ndu and Muslim is more acute
fo-(}alyfthla}n it has ever been before, and finally during the last 12 years
;a::;a eeling agams.t the British has increased in India. Politically-minded
ndians tend to belleve that the British are standing in the way of their

~

legitimate aspirations, and that we do so because in our own interests
we are reluctant to give up our hold on India.”

24. I have ventured to quote this long extract from the valuable Memor-
andum of Sir Charles Innes, as it presents a picture of the present position
of India with great fairness and moderation. No one can know better than
Lord Reading during whose term of office Sir Charles Innes was a member
of the Executive Council, and Lord Irwin, during whose term of office Sir
Charles ‘was Governor of Burma, that he was an officer of the
greatest distinction, who was always respected for his soundness of
judgment and for his understanding of the administrative and
political probiems of India. Sir Johu Thompson had a long experience of
the Punjab, where he was Chief Secretary of the local Government in the
time of Sir Michael 0°Dwyer. He then came to the Government of India
as Political Secretary, and ended his career only a few months ago as
Chief Commissioner of Delhi. The experience of these two recently retired
members of the Civil Service, and their reading of the situation in India,
and particularly their knowledge of the movements which have stirred the
minds of the Indian masses is almost up-to-date. And I helieve that these
two distinguished members of the Tndian Civil Serviee may he taken fairly
to represent a considerable body of opinion among those members of the
ludian Civil Service who have rccently retired. I would also in_ par-
ticular draw atbtention to the list of names of the members of the Union
of Britain and India submitted by Sir John Thompson. Among these
pames are the names of two of the successors of Sir Michael O’Dwyer,
viz.: Sir Edward Maclagan and Sir Geoffery de Montmorency, the latter
of whom retired only about three months ago. I have therefore no hesita-
tion in saying that Sir Charles Innes and Sir John Thompson are entitled
to speak about the India of 1933 much more accurately than Sir Michael
O'Dwyer, who retired in 1919, and who has never had direct or personal
knowledge of the working of the Montagu-Chelmsford Reforms, or the
changed mentality of the people since the inauguration of these reforms. 1
would further invite the attention of the Committee to the letter signed
by men like Sir Richard Burn, Sir Selwyn Fremantle, Sir R. Oakden,
Mr. S. R. Daniels and others, all of whom have lived in the "U.P.Z and
also to the opinions of Lord Meston. These were put by me to Su‘ Mlchagl
O'Dwyer, who did not. agree with them, and expressed the opinion that in
recent years Indian Civil Servants have given more time to politics +than
to administration—an opinion which I think will not be readily endorsed
by others, and is not at any rate in my judgment at all true. To give
thercfore the Provinces autonomy and to retain for the Centre a sort of
general control over the field of provincial administration, cannot, in my
opinion, be anything but a mockery of provineial autonomy. It is difficult
to conceive of responsible autonomous Governments working in harmony
and co-operation with a Centre which is responsible only to British Parlia-
ment—a Centre which is still further enfcebled by the autonomy of the
Provinces. I feel so strongly on this question that I have little hesitation
in saying that if the Centre is not to be a responsible Centre, but is to
continue to be responsible to British Parliament, and to be under the
control of the Secretary of State, 1 would much rather postpone all changes
in the Provinces until those who hold different views can be convinced of

their error.

95, Tt is possible that the advocates of a strong Centre may suggest a
reduction in the size of the Legislative Assembly, and the curtailment of
its powers, and the adoption of an indirect method of election with which I
chall deal at a later stage of this memorandum. Public opinion in India

19356 H



256

' RECOEDS OF THE JOINT COMMITTEE °

16° Novembris, 1933.] - MEMORANDUM

[Continued.
BY Sir. TE; Bamapur Sarru, K.C.S.I. ~ o

—_—

“will never reconcile itself to any, such action, and I very seriously apprehend

that if any such thing is dong it may easily jeopardize the working of the
constitution even in the Provinces. . _

FepERAL FINANOCE,

26. The question of the federal finance still remains to be settied finally
and effectively. Repeated enquiries have heen made into this subject by
Committees appointed by the Round Table Conference and through depart-
mental Committees. I do not wish to refer at length to the contention of
the Indian States that they already make a very substantial contribution
to the revenues of the Government of India. T am fully aware of their
contention regarding customs and the contributions which they claim to
make for the defence of India by maintaining troops. They also claim that
they are entitled to credit for the revenues of the ferritories surrendered
or assigned by them, in the accounts of the federal finance. These are-
questions on which there has been a considerable difference of opinion in
the past, and I fear that complete agreement on these questions between
British India and the Indian States is not very easy to achieve. It is to be
regretted that the Indian States have declined to agres to the imposition
of Income Tax in their territories, and that some of them are opposed even
to the imposition of Corporation Tax. No one can, however, deny that in
any system of federation it is vitally necessary that each unit should make
a fair contribution to the federation to enable the common purpose of the
Federal Government to be carried out. It is really the application of this
principle which presents difficulties. In this connection attention may be
drawn to paragraph 56 of the Introduction to the White Paper, and
Appendix VI of the proposals. The more important heads and sources of
revenue described therein are (1) Import daties—(except on salt); (2) Con-
tributions from Railways, receipts from other Federal commercial under-
takings; (3) Coinage profits and shares in profits of Reserve Bank; (4)
Export duties—(in the case of export duty of jute, at least one-half of the
total proceeds must be assigned to the producing units); (5) Salt; (8)
Tobacoo excise; (7) Cotton excise duties; other excise duties (except those
on alcoholic liquors, drugs and narcotics); (8) Terminal Tax on goods and
passengers; (9 Certain stamp duties. It will be noticed that the power
of Legislature in regard to all these heads of expenditure is exclusively
Federal. In regard to other Excise duties, it will be observed that the
revenue proceeding from them is Federal, with power to assign a share
of the whole unit, and that in respect of the last two items they are to be
provided with power reserved to the Federation to impose a Federal sur-
charge. On the whole, the arrangement arrived at at the last Round Table
Conference was fair, and the provision in the concluding portion of para-
graph 56 that the Governor-General will be empowered to declare in his

discretion that any specified source of taxation should be Federal, is
particularly important.

27. Paragraph 57 deals with taxes on Income.
be wholly Federal, though, as stated above,
an objection to this. It will be perceived that
by the federating States after ten years.

Corporation Tax is to
some States are now Traising
this tax is to be contributed
All legislation regarding other

‘
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taxes on Income wil] be Federal. Receipts from §uch taxes‘ on oﬁ‘i(:ers in
Federal service, and taxes attributed to the Chief Comm‘lsswners Pro-
vinces, or other federal areas, will be Federal reserve. The I<edera‘l Leglil‘a-
ture will be empowered to impose surcharge on taxes on le(.om?, mi
proceeds of which will be retained by the Federation, and the Iedera
States are to contribute to the TFederal reserve 1)1‘(‘1)0i',t1')lmte anlounts.
The remaining net proceeds other than t.hose produced t1‘0131 the .l'edera{
surcharges referred to above are to be divided betweer: the Federation an(1
the Governors’ Provinces, 10 per cenb. being assigned to the former, anc
the remainder to the latter. It is in regard to this unknown quantity that
further technical investigation was said to be p\}rsued‘. At this stage 1t 13
not possible to say what the result of such investigation bas been——:)ls
mentioned above, it is objected to by some States—but atter.lt'm;l mayliei
drawn to what is stated in paragraph 58. We are told that in ¢ e .

years of the Federation, before there has been time to develop new sourie?
of taxation (in particular Federal Excise), the system mentioned '1‘n‘p€\ ﬂl
graph 57 is likely to leave the Federation wlthout,adequate e la'm
for this reason it is intended to adopt a transitory provision enabling
the Federation to retain for itself a bloc amount out of the ‘proceedsfof
Income Tax distributed to the Provinces, which would be surcharged or
three years, and which will diminish annually over the next seven(;year;i
80 as to be extinguished at the end of ten years. If the Governor- eneéhe
should think that the programme of reduction 1s hl_«:ely to enda;lger wer
financial stability and credit of the Federation, he is to have & e~p1} at
to suspend such g programme. In short, the effect of this p!‘ov'lswﬁ n thl t
after ten years Income Tax will go to the Provinces, and it E en It 3
the Tederal States will be required to contribut": Corporation Tax. fls
obvious that the Provinces must have an increasing source of revenueT zr
their development, and they are accordingly keen on securing Inco;;lle Pixl‘o—
It is equally obvious that immediate transfer of Income Tax to ?1't'

vinces will leave the Federation in a very crippled financial con lég.lr]s;
It is for this reason that the suggestion made in the White Pa]persipt%s

on the whole to be fair to the Federation, the Provinces and' the States.

98, T4 is contemplated (vide paragraph 80 of the Ir}trqductmn) 'l131() review
it at as late a date as possible before the mew constitution actually (;t?}nes
into operation in the light of the then financial and_ economic condi 12}1}1s
both of the Federation and of the Provimces. Tt is propos(?d:that "
determination in such matters should be by * Orders in Council?, a draflt
of which will be laid before both Houses of Parliament for approval.
Similarly, paragraph 61 of the Introduction to the White Pap?r‘c;)l,:_
templates the establishment of a tribunal or other machmery Olb' :
purpose of determining the value of immunities (especially th(;se o ]ﬁce
to fluctuation) which have to be assessed from time to time for tnffz purptﬁe
of setting off against contribution (or against any payment from .

Federation). I have refrained from expressing any opinion on the question

* of .contribution or immunities, to which the .Indian States at‘;ac_:h ts? 311:;11
_ importance. I do not desire to be in the slightest degree unfair tc ,

but it is to be expected that they will be equally alive to theu; O-bth%:,"glon;;
I recognise the importance of the question, and I .feel :har ;ven Ftor
hecessary to review the whole position at or about the time of, o . tha é
the establishment of the Federation. I would, ?herzforelb(;?ugg?:h some
following the model of Section 118 of the South Afl‘l?ath CtGoverhr;-GeneraI
necessary amendments, the Statute should empower the s each Pro-
to appoint a commission consisting of one representatlYe rgm Fedv tion
vince, and a certain number of representatives representing the era

(i I2
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and t 1 34 . .
he Indian States, and presided over by such person as the Governor-.

Gene s -k
ral may appoint, to institute an enquiry into financial relations which

exist -
st between the Federation and these units, and that pending the decision

of such an enqui : s
in the Whiteql‘;;;’é:ra“ltor)’ provisions may be made on the lines indicated

(8335 -
RAL Financiarn Position AnD FivanciaL SAFEGUARDS.

29. Duri
mitta a'r I:‘agm(t)?:né)‘rltfr?s of the work. of the Joint Parliamentary Com-
implications of (1) Provincial Aut by Sir Malcolm Hailey, on the financial
and formed the b‘I‘OVInclal. Autonomy and (2) Federation, was presented
presents a ver sul Ject Of.dlscusﬂlon. Sir Malcolm Hailey’s Memorandum
pointed out in i’hgoomy picture of the situation. As Sir Samuel Hoare
e course of his speech, the memorandum contains no views,

but only gives a
; sSumma 143 : . .
40 be in the years to c:gl e(.)f the position as it now is and may be envisaged

30. Th iti . . .
Objective: vg’l(:‘s 1;;101.1’ according to Sir Malcolm, resolves itself into three
1] (1') TlC » 10 .onder of priority, are as follows:—

normal dgm‘m}'li" the Centre with (a) a secure means of meeting the
together with an nd account of the services for which it is responsible,
the additional & equ;_xte reserve power to raise from its own resources
and (b) . s;:ll'ls‘ which those services may in an emergency require;
some-additional reserve to meet necessary developments in its

own sphere of work : L. nec
illustration). - (of which civil aviation may be taken as an

““(2) To secure the Provinces ini
‘ 8 as & minimum th i
32};(,12: tﬁ;m; eﬁggthexi) W1t.h the sums required /toems::f l1311111:38 af:z:rti‘i,::(i
ain rovince, i
Coholls s and to establish the newly-created

““(8) To secure that, when (1) a

) 3 nd (2) are s

of any improvement in Cent i wi
the Provinces.” nral finances wil

31. The Appendix to the Me

o .ppendi Memorandum gives us some i ‘o
z[.:(e):tl(c)):l e:]lnch (118 involved in the White Paper propo:aisdea ’J(B);fl $he Snancls
o o arged constitutional machinery is about 1 ; © cost of the
of half jute export duty will come u orore; the alienatior

) t . .
and new Provinces will cost about P to 1} crores; the subvention to deficii

2} crores; the ali i
comes up to: : ’ alienation of
; (@) 50 per cent. . . . about 5%; and (b) 75 per cet:lt Incomeabr{;'ﬁ

8 crores; and the settlement
of States’ excess contribut;

. : A rib i
éu:::;g r::le_ ioss in opium receipts, the decline i;;tlglrllssb:, 1, cost anothe:
cuts (ago t (191p 8 (about 1 crore), the restoration of of il i loss ol
cuts (s tuk 4 crores), and the separation of Bure.s v% and military paj

0 aken into account. Sir Michael O'Dwyer's vi(:w‘):rt 31:;:11'01‘681)1 mus
as that i

(Ilf all this is borne in mind alongrsji’tgr’th? :}:’,yt_rate, between 15-2(;t cero(;:ss
. : i i :
tﬁsre;::;xill,mzts woulti se;,m to follow that no con:tli:;lgti?m}ltmns of v
and that we n?lfstaW:ite boo:l?t;e could be inaugumtedn?n (;l}llanges elgher o
iy or ines e near future
until the advent of better times, Provincial Autonomy and the Federa'lblio:

atisfied, the main benefits
1 enure to the benefit of
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*82, Sir Samuel Hoare, however, in the course of the speech on the Memo-
randum put forward certain views which would lead one to the inference
that, though the position is one of grave anxiety, it does not necessarily
warrant the postponement of all action or the abandonment of all hope for
an early advance. Dealing with the case of the Provinces, he said that
according to Sir Malcolm Hailey the expenditure for the setting up of
Provincial Autonomy might be something between G} and 8} crores. “If
vou analyse these figures >, said Sir Samuel Hoare, ¢ you will find firsy of
all that about a crore is needed for the overhead expenses of setting up a
new Provincial machinery; that is to say, the cost of the Provincial Legis-
lature and the cost of the electorate (vide para. 19 of Sir Malcolm Hailey's
Memorandum). :

¢ Next, there is another figure of about } crore that is involved by the
Provincial Governments taking over certain expenditure that is now Borne
by the Central Government. Then there is the further figure of from
9.8 crores, assuming Burma is separated from India, and, lastly, there is
the figure of from 3-4 crores that would be involved if the provincial deficits ¢
were to be removed and the Provinces to be set up upon a self-supporting
basis.”’

Having referred to this very formiddable state of affairs, Sir Samauel
Hoare procceded to discuss some countervailing factors that ought to be
taken into account. Iirst he referred to the fact that India’s credit was
steadily improving and, sccondly, to the fact that, judgedeby past ex-
perience, India responded more quickly than almost any country 1n the
world to an upward movement in the economic field, and( thirdly, he
stressed the fact that there were still opportunities for economy to be
carried out in certain fields of administration in India, and, lastly, he
referred to the possibility of a contribution of some kind towards the
defence expenditure of India as a result of the proceedings of the Capitation
Tribunal. He then pointed out that the greater part of this deficit from
6-10 crores was due, not to the setting up of the Federal Government, but
to setting up the autonomous Provinces upon a self-supporting basis. He
next maintained that if the figures were properly analysed, it would appear
that, apart from the comparatively small sum, namely, about tRree-quarters

_of a crore, for setting up the Federal institutions at the Centre, the rest

of this amount is not fresh expenditure at all, and it is dve in the main to
two changes in the allocation of the revenues of India, namely, first of all,
the change, supposing Burma is separated from India, of leaving Burma
two or three crores that it now pays to the Indian Central Government.
8econdly, it is due to a figure of ahout the same amount (about two or three
crores), that it is necessary whether changes take place in the constitutional
field or whether they do not, to put a stop to the permanent deficits in
Bengal and Assam, The conclusion he drew from the entire situation was
that, if the state of the world did not get better, if we still go on with
commodity prices either at their present rate or actually falling, not only
does it make any change almost impossible, but it make the existing %ystem
of Indian finances equally impossible, and we shall then have to readjust
our whole system of finance in India to meet the state of affairs with which
wo shall be faced. Nevertheless, I would venture ”’, said Sir Samuel
Hoare, * to urge that in the meanwhile the wise course is, first of all,
to go on making our plans, to make them as reasonable and as secure as
we can, but, frankly, to admit the fact that if the state of the world does
pot improve we may have materially to readjust them; and, secondly, I
think it is most important to emphasize the fact that, so far as we can see,
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for quite a number of years to’ come, there is no orange to be divided up
in India between the Centre and the Provinces. The fact does emerge
anyhow in my mind as definitely as any other, that for some years to comt;
the Central Government, whether it be the present Government or whether

it be a Federal Government, will need substantially its prsent resources if -
the credit of India is to be maintained, and if its financial obligations are

to he met.” In winding up his speech Sir Samuel Hoare again suggested
that, we should keep these facts constantly in mind, but they should not
" debar us from proceeding with our constitutional plans, and that also we
ghould keep in mind the fact that there is no Government, either Indian
or British, that accurately can say, in the uncertainties of the world, what
the state of its finances is going to be in twelve months’ time. ’

331 have tried to give the views of Sir 8 o )
as possible. From the Indian point of view, th:;em:;l u?(:slll‘g ::e {;:ftle]rat:lg
- in an early. inaqguratlon of the new constitution cannot feel at all lres :
.g.bout the situation. Indeed, T might say that the entire DOSitiOr: l)e;:";]?py
involved in great uncertainty. 1t will be noticed that Sir Samuel H mes
has referred to the possibility of further economies in the fi “ue Sivil
administration. If beneficial services are to be curtailed and et(s of Civil
be mgihigamed at their‘present level, then it is quite cleaxll' thi:ei}are s
constitution will start with a very serious prejudice against it. e new
avenue of economy in the future would be to transfer the ;'ecr:;'et Lpari
the Imperial «Services to the Indian Government with power tolﬁntent of
scale of pay and allowances. Another avenue of economy s tl R
ment of military expenditure. On this point there is a Wiiletd' 1e curtail-
ollinmon befgween Brl_tlsh and Indian public men. The forme:'ve}fglilnceh()f
e e s e xedved from 50 roves o 4o crores there i

. ot ot y an at i i ;

zz:ilgmlesdvm its military expenditure than stzsez(‘ihi!;dgu};ii effgct(?d mo}l;o
sponding period. The latter hold that there is stil] furts}’xer u:;gfl tfo:

economy in that department. Whether th

.in that d lent. e Gov i insti
further inquirjes into this matter or not iz a qfl::sltr,?::ttmte}?d B ebibate
has yet been given. © which mo answer

34, Again, the setting up o i
consideratiox_ls, has entfilecf afftfll'l'fh;e‘“s’trl;ggwnce:hdue mal
draw attention to the remarks made by Lord (ﬁl e oo
speech, which seem to indicate that in Soing in the
setting up of the Second Chambers

&2y still be further considered—an
of us.

nly to political
I would here
the opinion of L. course of his
! € ! $ Lordshi
15509,i giuestxon. which, on economic grgimtglse
K pinion which will be endorsed by many’_
85. 8ir Purshotamdas Thak
_ urdas also review
zi'lele:‘s)lii?: ({_): hL(si sptee;,chpand urged that unlessegh:hlgrcf)inia
ss self-dependan rovincial aut o : .
o : onomy woul i
,cogss:it(litrii‘:xm::'?r ces, the question which arisesdili)e \‘:}(:rgll roUhing. Under
to wait on evelnt at all become operative, or whether we ;r o Epoposed
8. 8ir Samuel Hoare is not without ho(:)es tigtslgl'ply have
ings may

improve soon, but cannot be sure. I
ca . can i i
than that the fruition of the labo concegi r;gfll;mg morehunlf(;)rtunate
years should be any

furth ours of the ]
urther delayed. Owur fears are still further aggravated when we remembe
mber

that, apart from the
- general fi i iti i
roquisites st bo fultll betare tr;lanclal position, certain financial pre-

neial position in

can be inaurgurated (vi o Federation and Central res ibili
Paper). (vide para. 32, of the Introduction of &?sivfi?;
. !
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FINANCIAL. PREREQUISITES.

26. The first condition laid down is that a Reserve Bank free from

. political influence should be set up by Indian Legislation and be already

successfully operating. I understand that a committee of experts, includ-
ing some Indians, has been sitting, and is expected to submit a report
within the next few days. I cannot express any opinion on their recom-
mendations which have not yet been published; 1 can only express the hope
that, as a result of their work, the necessary legislation will be introduced
in the Indian Legislative Assembly during its winer session. Assuming,
however, that such legislation is passed and meets with no opposition in
Indian financial circles, still the question whether sufficient reserves have
been already accumulated or can be expected to be accumulated within the
next one year or so, has to be answered. What exactly the position is in
this respect we do not know. Next, the question which arises is as to
how and by whom is the success of the operations of the Bank to be judged.
Does the condition imply that we must wait for a series of years before any
judgment can be passed on its operations? T would point out that though
tovernment have no doubt had the advantages of the advice of their
experts, we have had no such advantage, and it 1s still not clear to me
why it should be looked upon as impossible or dangerous to set up responsi-
bility at the Centre without first establishing a Reserve Bank. At the
first Round Table Conference, it was intended to arm the Governor-General
with certain special powers in respect of currency and exchange legislation
(vide paragraphs 18-20 of the Federal Structure Committee’s Report, p. 21),
and there does nobt seem to me to be any reason for departing from that
decision pending the establishment of the Reserve Bank. 1 would also
draw attention to paragraph 10 of the Joint Memorandum which Mr.
Jayakar and I submitted in December last (vide pages 196-197 of the
Indian edition of the Report of the Indian Round Table Conference). The
other conditions which are imposed are: existing short term debt both in
London and in India, should be substantially reduced, and that India’s
normal export surplus should be restored. 1t is difficult to say when these
conditions would be fulfilled. 1t follows, therefore, that the establishment
of the Federation depends upon whether these conditions are fulfilled at
an early date, or whether they take a long time to fulfil. It is obvious
thht the position created by the imposition of these conditions is not one
which is calculated to afford any satisfaction to those of us who think that
any further delay in the inaurguration of the new constitution at the
Centre, is likely to prove very injurious to the best interests of the country.
As I have urged elsewhere, it seems to me to be vitally necesdary that a
more definite attitude in regard to this matter should be adopted.

FINANCIAL ADVISER.

37. Another guestion of importance which arises in connection .with
finance at the Centre is whether the Governor-General and the Ministers
should have the benefit of the services of a financial adviser. Paragraph 17
of the White Paper provides that the Governor-General will be empdwered
in his discretion, but after consultation with his Ministers, to appoint a
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*inancial adviser in the discharge of his special responsibility, and also to
advise the Ministry on matters regarding which they may seek his advice.
The special responsibility for financial matters is, according to para-

graph 18, in respect of the safeguarding of the financial stability and

credit of the Federation. It is somewhat difficult to define the scope of the
expression ¢ financial stability and credit,”” but one may safely assume
that it is=sufficiently wide to cover the question of currency and exchange.

The Financial Adviser, it will be noticed, will be responsible to the

Governor-General, who will fix his salary, and that salary will not b
. subject to the vote of the Legislature. " No term is pro{'ided fgg th:

continuance of this office, so that it is open to the Governor-General to"

continue or discontinue this office in the exercise of his discretion. As a
laymar}, it is‘ difficult for me to express any paositive opinion as to whether
there is or is not a case for the appointment of a financial adviser. I
shall here quote fron{x what Mr. Jayakar and I had to say in our joint
note which we submitted to the Secretary of State at the conclusion of
the'Thxrd Rou_nd Table Conference: ‘“But we are of opinion that such
advice shou'ld in th_e nature of the circumstances be strictly limited to
matters which are within the province of the special responsibilities of the
Viceroy, and should not be extended so as to amount to a genera:l owe
of control over the Finance Member. In other words we would stlgm 11‘
urge thai_) every precaution should be taken that the general responsibilsi;ty
of the Finance Mgmber and the Legislature for the administration of thz
finances of the country §hou]d be in no way interfered with or weakened
We are further of_ opinton that if at all a Tinancial Adviser has‘ to be'
lz;p,polrnSed for the limited purposes indicated ahove, the appoi;xtment should
t}?em,&ld\fi L)y t}llle 1(:‘i()\"erno1r-(u‘renemI in consultation with his Ministers, and
the Adv sn:' ];nmll dln no way_be connected with any financial or political
borests I beg and or in India. We would further add that the appoint-
gront snowd f};}rlovmonal,_ to endure only so long as a clear necessity for
he. fully avai]obl :lz)t office is felt and that the advice of the Adviser should
e atlable both to the Governor-General and the Federal Govern-

38. I notice with satisfaction that i
. nobig 7 in the Introducti i
Paper it is stated that the Financial Adviser shall havecn:fo:gutti}v}g p‘i)vvséi‘;

(see para. 81, p. 17). It is, however, not enough that, theoretically, “the -
’

Financial Adviser should be an officer without execut;
is nocoseary s that overy care should be taken that the Finandior sdery
ti(:ls n10 evelop into a rival Finance Minister. Indian opi on s pom
llar_y Q.anmve on this point, as the oxperiment of a W pivion s bar-
Klashpn%d 11:1 }:’ngpt, and there had the result, as pointed outn;nc;\}}] Adviser
and )isn s(::;) . M°d§m Egypt,” that the Financial Adviser beZam:. .Yo;mg
to be reass ange 11;16 Fmanc‘e Mxpzster, Again, Indian opinion ey
et .mére that the Financial Adviser to be appointed would like
ly in _ependent expert, and that he would p ed would be a
or political interests in England or in India not reflect any financial
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AUDITOR-GENERAL.

39. While I am dealing with financial questions, I may refer to the position
of the Auditor-General in Irdia and the Council of India.

The Auditor-General is appointed directly by the Secretary of State in
Council, and there are further provisions with regard to the audit of
Indian accounts in the United Kingdom to be found in the Government of
India Act. (Vide Sections 26, 27 of the Government of Tndia Act.)

The Auditor-General is not in any sense a servant of the Legislature
but he is an important part of the machinery and it is his reports on the
appropriation accounts that the Public Accounts Committee considers and
he or his representative attends:all mectings of the Committees and guides
their deliberations. It is suggested that in future the Auditor-General
should be appointed by the Governor-General for the Federal audit and
by the Governor for the Provincial audit. He should not be removahle
from office except on an address presented by both Houses of the
Legislature.

T would further submit that the accounts of the entire expenditure from
Indian revenues whether incurred in India or in England, should be
audited by the Auditor-General in India, and laid before the Indian

legiflature.

F18CAL AUTONOMY..

40. Another question to which Indian opinion at present attaches the
greatest importance is that of Fiscal Autonomy. In this connection I
would quote the language of the Report of the Joint Select Committee on
the Government of India Bill, dated 17th November, 1919, paragraph 33.
4¢ Nothing is more likely,” says the Committee, “ to endanger the good
relations between India and Great Britain than a belief that India’s fiscal
policy is dictated from Whitehall, in the interests of the trade and com-
merce of Great Britain. That such a belief exists at the moment there
can be no doubt. That there ought to be no room for it in the future
is egually clear. India’s position in the Imperial Conference opened the

ion between India and the rest of the Empire, but nego-

door to negotiat ¢ T e L
tiation without power to legislate is likely to remain ineffective. A
satisfactory solution of the question can only be guaranteed by a grant of

liberty to the Government of India to devise those tariff arrangements
which seem best fitted to India’'s needs as an integral portion of the
British Empire. It cannot. be guaranteed by statutg, without limitmg
the ultimate power of Parliament to control' the administration of India
and without limiting the power of veto which rests in the Crown; and
neither of these limitations finds a place in any of the Statutes in the
British Empire. It can only, therefore, be assured by an acknowledgment
of a convention. Whatever be the right fiscal policy for I.ndla‘for the
needs of her consumers as well as for her manpfacturets_, it is quite clear
that she should have the same liberty to consider her interests as Great
Britain, Australia, New Zealand, Canada, and South Africa. In the
’ Committee, therefore, the Secretary of State should, as
avoid interference on this subject when the Government
Legislature are in agreement, and they think that his

opinion of the
far as -possible,
of India and its
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intervention, when it does take place, should be limited to safegyarding
the international obligations of the Empire or any fiscal arrangements
awithin the Empire, to which His Majesty’s Government is a party.”

41. In point of fact, the convention recommended by the Joint Select
Committee in the paragraph quoted above, has been in operation since
the inauguration of the Montagu-Chelmstord Reforms, and its latest
vindication took place at Ottawa, when certain representatives of the
Indian Legislature entered into certain agreements subsequently ratified
by the Indian Legislature. 1 express no opinion on the Ottawa agree-
ments; s only refer to them as illustrating the operation of this convention.
The Simon Commission dealing with this question in ‘pgragraph 402
(Volume 1) quote from a speech made by Mr. Montagu on the 3rd of
March, 1921, in reply to a deputation from TLancashire on the Indian
import duties on cotton, when he endorsed the principle laid down by the
Joint Committee. Mr. Montagu said: —

¢ After that Report by an authoritative Committee of both Houses,
and Lord Curzon’s promise in the House of Lords, it was absolutely imy-
possible for me to interfere with the right which I believe was wisely
given and which I am determined to maintain—to give to the Govern-
ment of India the right to consider the interests of India first juste as
we, without any complaint from any other parts of the Empire,,and the
other parts ofl the Empire without any complaint from us, have always
chosen the tariff arrangement which they think hest fitted for their needs
thinking of their own citizens first . In paragraph 532 of the Secon(i
Voliume, the Simon Corpmission say that they ‘“ do not suggest any modifi-
cation of 'ghe convention itself. DBut the assumption underlying such
delegation is that the Government of India’s approval of the course pro-
posed is arrived at independently of the views of the Assembly; and
that it takes account of all Indian interests and mot merely tho;e for
which a majority of the Assembly speak." The Commission regard it
«as inevitable that the Government of India will in future becom% more

. and mere responsive to the views of the Legislature.

Having said this, the Commission then go on to say that ““ delegation
of power to the Executive in India i3 necessary in the interests of
. administration, and would be even if no reforms had been introduced.
But delegation by ‘ convention’ with the purpose of transferring respon-
sibility in some measure to the Legislature raises different issue. The
criterion should be not whether an authority subordinate to the Secretary
of State is jn agreement with the Legislature, but whether the interests
at stake are of such a character that His Majesty’s Government could
waive or suspend its constitutional right to make the final decision
On this view the decision whether the will of the Indian Legislaturé
is to prevail is one for the Secretary of State, or, if need be fg)r His
Majesty’s Government, to take, after giving the fullest weigh’t to the
views of the Government of India, and before the proposal is ‘put to the
Legislature. A convention which sets the Government of India and
the Legislature in opposition to the Secretary of State is constitutionally

}x‘nsound.and_ can only weaken the Government of India in the end.”

We think it desirable in any case that any extension of the principle
of the ‘fiscal convention’ should only be made with the a ;)val by

Resolution of both Houses of Parliament.” © appro ’

42. These views of the Simon Commission hav i
. : e caused much anxiely
in India, as they tend to weaken the convention. Having regard to th¢
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proposed constitution for the Centre, the views of the Simon Com-*
mission seem to be wholly out of keeping with the character, powers,
and functions of the proposed Federal Legislature. There should be no
room left for doubt that the Federal Legislature will be possessed in the
fullest measure of fiscal autonomy, and that the Secretary of State should
have no contiol over the Legislature in a matter of this character. Any
interference with, or any attempt at whittling down the fiscal autonomy
of India is bound to produce serious dissatisfaction, and to discount to
a much larger degree than is probably realised the value of the proposed
constitution. The hest safeguard that Lancashire, or for the matter of
that England, can have for trade and commerce in India, is the goodwill
of the people of India. At this stage, I should like to draw attention
to the views expressed by Sir Charles Innes in his evidence before- the
Joint Select Committee. T think,” said Sir Charles, ‘it¥ was
mainly due to the fact that Indians themselves realised that it was
for them to decide whether or mnot they would ratify that agreement.
In the old days, before we introduced this principle of diseriminating pro-
tection, every Indian thought that Britain kept India a free-trade country
in the interests of her own trade. When the fiscal Convention was
introduced, and when we passed a resolution in favour of discriminating
protection, and the first Steel Bill was passed, we at once transferred ald
that from the political aspect to the cconomical sphere, and in recent
years in the Indian Legislative Assembly more and more we have been
creating a strong Free Trade Party. It was getting more and , more
difficult for me to pass Protection Bills. I think that is all to the good ; it
"shows the value of responsibility, and I am perfectly sure that if we had
not taken that action you would never have got the Indians to agree to
the British influence on steel, or to the Ottawa agreement, and it seems
to me a very good example of the stimulating effect of responsibility.”’

43. In this connection I would also like to quote the following extract
from the specch which Mr. Baldwin delivered last month to a meeting
of the Lancashire, Cheshire and Westmoreland Provincial area of the
National Union of Conservative and Unionist Associations, ¢f There has

' been,” said Mr, Baldwin, ¢ a great talk ahout safeguards. All the safe-
guards are being examined by the Joint Select Corpmittee, but whatever
safeguards we have, the real safeguard is the_malntenance qf goodwill.
If there is not a basis of goodwill, your trade will eventually wither away,
and I regret to say that some of the measures which have been suggested,
and which Lancashire people have been asked to support, have, in. my
judgment, been calculated to destroy rather than to 'further any possibility
of that good will between T.ancashire and Indl‘a which we can get, which
we ought to get, and which we cannot do without. RN ‘Whatever
a Government may do you cannot prevent a _popu‘latlon nowa_mdays,_ aqd
especially an Oriontal as opposed to an Ocmdenta[ poplﬂatxonz if it
considers it has been unjustly treated, from expressing its feelings by
refusing to buy goods. The refusal to buy goods, commonly called a Eoycott,
had been brought to a fine art in the Tast. The Japanese have. experi-
enced in China what a boveott means. We have some experience of
what it means in India. The causes of the boycott were more .than one,
The moment the economic condition gets better anfi the buying power
returns, that moment there will be more trade. Besides that, there came

» nesti by Mr. Davidson (Nos. 5004—5107). This has reference to
the rs;tﬁﬁ%;.i?o:r(;? tge Ottawa agreement by the Indian Legislature,
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»in the political elements—and for a time they were a strong force. But
that boycott has died away, and it has died away under the double
}nﬂuence qf firm Government, but, as T believe, still more by a conviction
in the mmds_ of the Indians themselves that we were going to deal
honourably with them and keep our word about getting on with the
reforms. The moral aspect of that question helped to break the boycott
as much as, if not more than, any question of force.” In short, the con-

_ vention .should, under the new Constitution, be expanded, and the Secre-
tary of.State Sl_lould.ha.ve 1o power to interfere with the decisions of

the Legislature in this respect.

t
ELECTION.

44. Ag regards the method of -election, the question was examined at
gregt length by the Simon Commission, and their recommendations on the
subject were reviewed by the Government of India in their despatch of the
20th September, 1930. I wonld refer in this connection to paragraph 87
%f Vol. IT of the Simon Commission Report, which says:—‘ We venture,
however, to think that @ priori arguments against indirect election should
not be considered, éspecially in the light of recent experiences, as con-
clusive. It is indeed of great importance that the individual voter in India
should have the training in political responsibility which may come from
going to the polling booth and deciding what candidate shall have his
" support. . For this reason we should not be prepared to see the method of
indirect election generally applied in electing the Provincial Councils. But
after Provincial Councils have been coustituted by the direct ch i £
citizens of the Provinces, it appears to us to be quite unwarranied + Py

- fhat training in citizenship will be impeded by the adopting of a dzvt;ssu;ne
constititing the Central Legislature, which, having regard to the o 0;
. India, has such manifest advantages and avoids such obvious difﬁ::le:‘ .
"It may be said that the method of composing the Federal Assemb] hl'es};
we are suggesting will confuse the mind of the individual electoy N ine
he will at one and the same time be choosing both a provinei lr’ obre,
gsentative and a-member of an electoral college. The objection oms b s
of"r)heorefblcal interest rather than of practical substance.” Dseeims to‘gs
this_matter, and after pointing out the difficulties of pollir.lg ev;‘a 1n% vylbg
electorate over an area so widespread and of such varied 8 ﬁml.te
- characteristics, the Government of India stated their views as foll physical
. para. 185:—First, ‘‘ the central elector has exercised the fmoho'wxng.m
increasing readiness a.md at least as freely as the elector toncplse.‘w ‘.ﬂi
- Councils. We need cite only such matters as the Sarda Act. th " Tacoms
Tax, the Balt Tax, the Railway Administration, and the P tc et e
more abstruse matters such as the exchange ra’tio a by al.rates. Even
sections of the electorate. Second and tariffs, interest large
. A , the electoral method
social structure of India may be held to some exte s natural to the
contact between candidate and voter, a contact th to replace persona
party organisations make increasiuglg7 difficult 1 which adult suffrage and
Indian electorate is held together by agrari In western countries. The
and caste relations. It i grarian, commercial, professional
18 through these relat :
approaches the elector, and i i ’%6 Telations that a candidate
v pe . > n this way political o i !
of indiwidual judgment, but to g pinion is the result partly
. ’ greater extent than elsewhere of group
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movements. These relations and groups provide in India a means of ir
direct contact between voter and member, reducing the obstacles whic
physical conditions entail. Moreover, we are impressed by the further cor
sideration that ten years ago Parliament of its own motion set up for th
first time a directly elected Assembly, representing the whole of India
That Assembly, in part perhaps because it is directly elected, has appeale
to the sentiments of India, and sown the seeds, as yet only quickening, ¢
real representation. Accordingly, unless new considerations of greater im
portance have to be taken into account, we feel reluctant as yet to condemn
an experiment undertaken so recently in a country awakening to politica
consciousness. On these general grounds we would hesitate to hold that th
orthodox method of representation by direct election is unsuited to th
conditions of India. It may be admitted that during these ten years direc
election has not achieved all the results which Parliament perhaps hoped
nor has it overcome all the obstacles which the vast size of the country am
the complication of separate electorates impose. But in many ways it
success has been growing, and it has contributed to the strength of th
Assembly as a focus of national allegiance. On the other hand, it woul
not provide that expression of provincial views as such which may b
judged desirable in the new conditions contemplated by the Commission. Ii
financial matters, in particular, this defect may be serious. But, as agains
a plain alternative of indirect election we believe that the balance of th
argument is in favour of direct election.”

45. The position was further examined by Lord Lothian and his Com
mittee when they went out last year to India. In chapter 8 of their Repor
they deal with the question of the indirect system and other possibl
modifications of adult franchise. They discuss five possible courses, namely
(a) adult franchise by indirect voting; (b) adult suffrage within certan
age limits; (¢) adult franchise for large towns; (d) household suffrage; (e
indirect election through local bodies. In paragraph 42 of their Report
after citing the cases of Kgypt, Turkey, Syria and Irag, where universa
adult suffrage has been adopted, by grouping the whole population int
groups of about 20, 50 and 100, or other appropriate numbers, each grouj
electing from among itself its own member, one or more secondary elector:
should form the constituencies for returning members to the legislature ir

" the ordinary way. They discuss in a subsequent paragraph the reason:

against indirect election. There are four main reasons against indirect
election. The first is because it involves the abolition of the direci
system of voting, to which India has become accustorpeq during the lasi
12 years, through four elections held for the Provincial Councils, the
Legislative Assembly, and the Council of State, and also through numerous
slections for district and local boards, and mumclpa}htles. Some seven
million electors who have hitherto been entitled to exercise thg direct vote at
elections, to legislative bodies would thus lose it; and obtain only an in-
direct vote in its place. The overwhelming mass of evidence we have
received has been to the effect that the strongest opposition would be
aroused by any proposal to abolish the direct vote.”” The second reason
that they assign is that ‘‘ the indirect system would lead to one of two
results, neither of them desirabl_e—namely, either the primary electlpn
would be a non—political election, in which case the candidates and parties
would endeavour to secure the return of secondary electors pledged to them-
selves.’” The third reason is that the primary voters under the indirect
system, would have no means of judging whether the secondary elector
carried out their wishes or not. The fourth reason urged by them is that
the indirect system undoubtedly lends itself to manipulation and jerry-
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mand.eribng. Then they go on to say in paragraph 47:  moreover, certain
Provincial Governments and Committees which were at one time inclined
to support the indirect system have now abandoned it. For all these
reasons we have unanimously decided to reject the universal indirect
system.” I think that the view taken by the Lothian Committee correctly
reflects the overwhelming mass of Indian opinion. No doubt one of the
main reasons urged against direct election for the Legislature is furnished
by the size of the country, and the difficulties of transport in rural areas.
It must not be supposed that I am opposed to adult franchise; on the
contrary, I think that the one way to strengthen the position of the masses
18 to give them adult franchise. It may be that they will not be able to
make a discreet use of their vote in the beginning, but I think that the
1gnorance and indifference of the masses may easily be exaggerated. They
may not be able to understand or appreciate questions of high finance,
exchange, currency, etc., but they are quite capable of understanding their
local needs, and ‘I have no doubt that experience and mistakes will be
their best educators. At the same time, I realise the administrative
difficulties pointed out by Lord Lothian in his Report. I would therefore
urge that from the practical point of view the most desirable thing would
be to place power in the hands of the local Legislature to extend the
“franchise in the light of experience gained, so that within the next 20-25
years the country would gradually work up to a system of adult franchise.
. ﬁ regards the fourth course, it is not necessary to repeat the arguments
: contained in the Lothian Report, as I am more or less in agreement with
- their suggestions. I would not hesitate to allow adult franchise, in big
- towns, but I have a strong feeling that while on the one hand this might
strengthen the position of the urban section of the people, it- would on the
- other hand tend to weaken the position of the rural section of the people.
- In any case I should deprecate any difference being made between the rural
and the urban areas in regard to such matters, and if adult franchise has
got to come, as, in my opinion, it should, the enfranchisement of the towns
- and the villages should synchronise.
. 46. I am quite alive to the necessity of giving a training to the masses
in the exercise of the right of voting, but that can easily be done under the
future "constitution, by the setting up of local bodies of an effective
character, with definite powers in regard to local matters. If local bodies
such as the village Panchayats, have hitherto been unable to give a good
account of themselves, it is because their finances and their powers have
been limited, and no attempt has been made to encourage them or to help
them in the management of their local affairs.

Generally speaking, therefore, I support the recommendations of the
Lothian Committee Report, so far as the number of men to be enfranchised
:is concerned, though personally I should have been glad if the number had
been larger.

47. The manner in which there is contact established in India between the
candidate at the election or the member and his constituency has been very
well described by Sir John Kerr. While no doubt road transport is still very
.undeveloped, it should not be overlooked that the advent of the motor-bus
in rural areas and the growth of the vernacvlar press which has been steadily
_penetrating these areas, are new factors which are bound, as time goes on,
/o play a considerable part in developing political consciousness in the
.villages, and curtailing the distance between rural electors and their
: members,

Before concluding my remarks on this subject T may point out that the
_:eﬂ’ect of the prop'os_als of the Lothian Committee is to create an electorate

of between 8-9 millions. (See paragraph 414 of tha T.athian Committaa) -

“ too provinei
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48. The Lothian Committee has recommended that the number of seats in
the Federal Assembly should be increased so as to allot British India 300
seats, instead of 200, thus reducing the average area of the constituency by
one-third.

Sir Akbar Hydari’s view has again urged that the size is too large and
that it should be kept at 200. The matter has not been overlooked by the
Lothian Committee. The reason which they assign for the increase in the
numbers is that if responsible Government is to develop properly, the
electoral system must make it possible for candidates and members to get
and keep in touch with their constituents, and from this point of view an
increase in the British seats is necessary.

49. In a pre\zceding paragraph of their Report, the Lothian Commitiee
refer to the area of the United States of America which is 3,026,789 square
miles, of whieh one-third consists of thinly populated mountain territory.
The population is 122,775,046. The number of members of the House of
Representatives is 435, or one for cvery 6,958 square miles and 282,241 of
the population. The number of the Senate.is 36. Two members are elected
by each State, voting as a single constituency, of which the largest is New
York, with an area of 49,204 square miles and a population of 12,588,066,
and the smallest is Rhode Island, with an arca of 1,248 square miles and a
population of 687,497. DProhably.also if the size of the constituencies in
Canada and Australia is examined as suggested by Lord Lothian, it will be
found that the size of constituencies in those countries is also of enormous
proportions. Of course I assume that when we are able to work. up to n
system of adult franchise the whole system may have to be revised, and
readjusted, but that is a matter for further development,

50. The size of the constituencies, the number of persons enfranchised, and
the class of men that may be returned to the two Houses of the Legislature,
have no doubt an important bearing upon the efficiency of the Legislature.
1t has heen suggested that the size of the two Houses and of the Upper
House in particular should be very much smaller than what is proposed.
Another suggestion has also been put forward to the effect that in order to
make the Upper House fully federal it shou_ld consist of thp delegates
nominated by Provincial Governments. In this connection while I would
invite attention to the views of Sir Akbar Hydari and Sir Mirza Ismail, T
would also point out that the views of ihe representatives of the other Indian
States are wholly different. Indeed the latter have pressed for larger Houses,

. so as to provide for a representation of the Chamber States, and the smaller

States, by grouping. The smaller States want st?ll larger Houses. I would
submit that British India will not be satisfied with Houses of the size and
type suggested by Sir Akbar Hydari, or Sir Mirza Ismail. I‘alsq venture to
doubt very seriously whether a smaller Upper Hou_se can d(_) ]us.tlce to many
States, particularly the smaller States. .Indeed, if this view Is pres‘sed or
accepted, I apprehend that it may imperil the entn"e scheme of the Federa-
tion. The constitution is already a very conservative one, and I fear’ th.at
one consequence of making the Upper House representative of the provineial
governments and the governments of the States may bp that it will bepome
al in its ontlook and might easily become involved in provincial
rivalries and conflicts.  There are other objections which may .be‘urgerl
against this point of view. The general practice, as I understand it, is that
in a Federal constitution the Lower House shquld seek ‘to represent the
nation and the Upper House the States, and I think jchere. is no valid reason
why, in the case of India, we should depart from this principle.
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Basts or ENFRANCHISEMENT.

51. The two qualifications which have been recommended by the ILothian
Committee in paragraph 83 are property and education. In paragraph 82,
after referring to the case of Bihar and Orissa, and Cental Provinces, where
the existing electorate is only a little over one per cent. of the total p0pu!8'
tion, the Committee say that ‘ what we have dono is to fix the franchise
a3 low as we consider possible, having regard to all the circumstances of the
case.” While the principle adopted by the Committee secms to me to be
sound, the White Paper is open to the criticism that it does not provide
definitely for its expansion. In this connection I would point out that the
rejection of wages as ono of the hases of general franchise has caused much
dissatisfaction in India. The Committee point out that in villages where
the employment of agricultural labour is not constant, and where remunera-
tion is sometimes paid in cash and sometimes in kind, and nlsq by permission
to cultivate land, it would be an impossible task to ascertain whether the
wages earned by individuals in a year had reached the proseribed standard
or not. The difficulties would be less serious in the caso of large industrial
concerns which keep regular hooks; and attendance rolls, but would still be
formidable in the case of sinaller firms relying to a great extent on casual
labour. T realise that awithin the time at their disposal the Committee could
not very well prepare a scheme to meet the needs of wage-earners. DBut it
is & elass which should not be ignored amd which is going to becomne more
and more important in the near future. I would suggest, therefore, that
local Governments should be instructed to prepare a scheme for the enfran-
chisement of those classes so that after the first election they may be
enfranchised in time for the second election.

RamLway Boanrp.

52. The question as to a Statutory Railway Board which is referred to
very generally in paragraph 74 of the White Paper, was nover discussed at
any one of the three Round Table Conferences, but it was one of those
items which came up for discussion at Delhi at the Consultative Committee
presided over by His Excellency the Viceroy. The hroad principle that
there should be a Statutory Board, and that the Statute constituting the
Railway Board should be passed by the Indian Legislature, was acceptoed
at Delhi. During the sittings of the Joint Parliamentary Committee another
expert Committee to which some members of the Indian Legislature have
been invited, has been sitting and discussing the various issues connectod
with the composition, powers and functions of the Board. I have not
had the advantage of reading the report of the expert Committee or dis-
cussing the various proposals which have been considered by that Com-
mittee, with the members of the Joint Parlinmentary Committeo or the
Indian Delegation. Subject therefore to my right of revising my opinion
or making any other suggestion which 1 may consider necessary to make
sfter rcading that roport, I would like to express my views generally on
some of the important issues that seem to me to arise in this connection.

53. While admitting the commercinl and strategic importance of the Rail-

~ways in India, I think it to be of the essence of responsible govornment

- that Railways should be transferred to the Federal Government and that

“ the Federal Legislature should be empowered to pass such legislation as

it might be advised to pass, setiing up a statutory Railway Board with
clearly defined powers and functiona.
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ilway DBoard or Railway Authority, should be
54.‘ The nl't)emlzﬁzs OGi:g:n::‘?(lil:naeyral upon the advice of his responsible
8p.p(_)lnt0d iylave no doubt that whatever the number of members be,
mmmters.. i :cliree five or seven the Ministers will_ take every care to
whether b 18 ert’ knowledge and technical experience are adequately
ensure thut es’fp ilarly I am confident that they will secure the rqpx:esent;x-
zepresented. i fml )fythe Muslims, and other minorities. The Minister in
f R }i(l)\":'fl(vs( should be the ex-officio President of the Bo:.x'rd. "‘I‘Fl'e
chmtge . :;‘ li have the power to discuss and lay du\\:n' gonu_l.ll 1o l({(i
Legislature slo‘ll.(‘,ut'ion‘ of that policy and general aflmmlstmtxon sh_ouh
although the '“]'\'(’Ld of the Board or Railways Authority. As regards the
be left in the l‘ll:]l soint out that for some years past a scparate Rallwa};y
revenues, [ WoU pe ared in India. The statute may provide for the
Budgzet has been '];r,;p Fﬁnd into which shall be pmd' all revenues raised
formnti.on of & Rm(‘z,vs;mmcn,t for the adminstration of the raliways, .suc.}lx
or received by the ;iated by the Legislature to the purposes of‘the rail-
funds.beulg approb to be prescrihed by the Act, conmstituting tne I%()ﬂrd
xwa(yi'sﬂ:n lgllz?ldmmzr\]’(;:le Section 117, 127, 128, 129, 130 and 131 of the South
an e -

Africa ACt,’ 1909')' d to the fact that Defence is a reserved subject, I
5. U“vmg’ roﬂ'lr. ossary to provide that all railways must comply with
think it may be 11;:0 'co‘,emor-uenerﬂ] may make as to the use of railways
such lreqmsxrm:zs:sotf the Defence of the Country. (cf. Article 96 of the
for the purpose X
German Constitution) andum A. 93, containing proposals for
I received the Cotr:‘i(tl:‘ol::c “(l)lf 1\11:(’1111% Railways, after 1 had completed my
the future ndl(ulmns O oald like Lo take more time in studving the
own Memorth m:ll. then if 1 should think it necessary to make any (_Jthler
Memqrgndllm, 8JI?()uld do so. At present 1 can on‘].\' say that I :11‘11 ofldt';e
aul.m}lSS':l':;'t }Ié:ish\tinn coustituting a Statutory Railway A uthority should be
;’;;g;gnby the Indian Legislature.

tion on the

FunpamenTaL Ricnts,

tions has been very insistent thatv the
certain fundamental rightsi tlThe I\et]?ru
i nts 1 S 3 e question
e Report Taid down cerfain }fm\d:nm m'.\l Jlﬂ}étsso';:lé lenlgt}? e
Comn teir | (I-lusi(m in tho consiitution was fmso a ; Jlength at the
as to their inc l.l Conference. Paragraph 75 of the ntru(.ut‘lo 1 to the
third Rowe ln’tc . that His Majesty’s Governwent see s]ermu_s 0, ]c(\tl‘]”')?
Whit"e'l,apcr’ stmt:::v expression Lo awy lurgo range _()f (-l«-(-.nr;}\]x':‘nx{; ()]l Fn;l
o ter ) F’mtllle “are satisfied that certain provisions of t lsv n?(. s‘n(d
character, bub th y wt due to pm‘sonul liberty, and I'IL’,h't& of property an
for instance, as G : i rdless of differences of caste,
) ioibility of all for public office, rega ircices of caste
the eligiinhity an uPpr()priut('lV and should, find a place in the ‘.‘m' ution
i ‘\h(';'sh"q Government think i? prob:\b\e that (gaaﬂ\:;x tl',;‘;( e
Act. H‘s : ‘j’t" ;1 with the inauguration of the new nsti \1: fon .
found In oo lg the Sovereign and in that e\'ent.' thc?’ 1hm_ it may
-Dlyient, humbly to submit for His )la]mty s c«.m.\ldt-ratmn
well be found e}wunccment miAght nd\vnntage0l1§l}‘ give expression to some
“fmi,hsm‘h npg;l;:.r::::‘ suggested to them in this connection which prove
o e pro

unsuitable for statutory enactment.

56. Indian opinion of. all s?c
constitution should provide for

religion, ete.,

3 pronouncemcnt
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Some of !:hese_ fundamental rights are to be found in the Proclamation
of Queen Victoria, and some others in the Government of India Act itself.

'{;l.let following passages may well be quoted from the Proclamation of Queen
Fictoria  —

‘“ We declare it to be our Royal will and pleasure that none lLe in

sny wise favoured, mone elected, or disquieted, by reason of their
religious faith or observances, but that all shall alike cnjoy the equal
and impartial protection of the law, and we do strictly charge and
enjoin all those who may be in authority under us that they abstain
from all interference with the religious belief or worship of any of our
subjects on pain of our highest displeasure.

“ And it is our further will that, so far as may be, our subjects, of
whatever race or creed, be freely and impartially admitted to office in
our service, the duties of which they may be qualified hy their education,
ability, and integrity duly to discharge.

“ We know and respect the feelings of attachment with which the
natives of India regard the lands inherited by them from their ancestors,
and we desire to protect them in all rights connected therewith, subjoct
to the equitable demands of the State, and we will sec that generally
in framing and administering the law due regard be paid to the ancient

. rights, usages, and customs of India.”

Section 96 of the Government of India Act itself provides that no native
of British India, nor any subject of His Majesty resident therein, shall, by
reason only of his religion, place of birth, descent, colour, ov un’v of that
be disabled from holding any office under the Crown in India. ’

I am aware of the objections that are urged against fundamental rights
being specially mentioned in the Coustitution, on the ground that when
they are not enforceable in a court of law, they are no more than mere
moral maxims, and that they generally amount to n limitation of tho powers
of the Legislature. Many of the post-war constitutions have, however
included fundamental rights. 1t seems to me that in the peculiar circum:
stances of India, and particularly with a view to give a sense of security
to the Minorities and the Depressed classes, it is necessary that too much
emphasis should not be laid on the orthodox British legal point of view,
regarding fundamenta! rights, but that some of them should find a place
in the Btatute itself, and others might, as stated in tho White Paper, find
expression in the Royal Proclamation. 1 refrain from going into fu)l.ther
details as to the nature and character of the fundamental rights, which
should be recognised. The question was discussed at length at the Third
Round Table Conference. The list of fundamental rights in the Nehru
Committee Report also indicates the nature of fundamental rights which
Indian opinion generally favours.

TRANSITORY PROVISIONS,

57. Proposal No. 202 of the White Paper which deals with transitory
provisions has given rise to many misapprehensions. 8ir Samue! Hoare
was, however, closely examined both by Mr. Rangaswami [yenpar and
myself on the 21st July as to the meaning and effect of proposal No. 202
and I would invite attention to his evidence on this point. . '

the effect of his statement in the light of which he Briefly put,

said proposal No, 202

S
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should be interpreted is t}.mt -ﬂ'fmf“t]ﬁos?:,’:tlfe ‘:\‘-Jiuofh;‘:s :jw;mcorr;;tdx]t::tnzg
" t'he'pr'o'v”:(().::ibtl)emt(ooni?f:)ltl‘:;l::teo federal constitutipn for the .Centre as
! ltll:ﬂ{ l; the White Paper. TDuring this per_m‘d there will l}a\'c to
COHt(‘"‘P‘".t on{x of legislative, financial, and :1(hnmlstr_at1\'c: roln.tlons of
be n‘\ml"us ,m'_thv the I’rr;)vincvs. Nevertheless the ]'erqxltxx'c Counm_l of the
”1.0 Contre l“ltl o Indian Legislative Assembly, including the ()m('l{'ll bloc,
V}('(‘FU.V B l their present Lasis. He also added that the rm;ln.r(*lnc.‘nt
will (:ontmfl_c (?n’ sx(';)t of the Governor-General to the provineial I_ogxslutmn
Of. the ])."0‘1();lt‘~‘] ).oriod have to go, excepting where the Stntutelltself may
il df‘”"i—', t“f ll a condition. It scems to me that under this arrange-
have 1'1)1))();\1“1 W(: )-: nécessurv to closely examine the concurrcr}t powers of
:‘l"‘"‘;’lt ‘i‘;:l']ial;cxxrlfll)tlle Centrlal Legislature so as to avoid conflicts between
e Prov

th;ft:o.this statement by Sir Samuel Hoare I was naturally anxious to
r

him as to when he envisaged the Federal Co;lstitutiqll to come
find out fror% ImH(; could not commit himsclf to any point of time owing
into_operaticn, ty of cortain essential factors, but he said, ‘* we are don}g,
to the'un(‘(‘l‘tn:m y 10 (,10 all in our power to satisfy the conditions which
and “'”I'l (‘m:tmll(?I‘ 8 (1(;\v11 as precedent to Federation.”  He thonght, “_lf
the W]nto_l np(‘r]_':.}’(;m are such as to justify the institution of Pr.ovmclal
the financial conditi tlhl‘\' are very much the same kind of ﬁqancm_l con-
autonomy, ther - ‘ould not necessitate any very great delay in bringing
siderations .that}:‘ Federal Centre.” I do not wish in any degr.ee or
into OPerﬂtmn. : emw doubt on his desire to achieve an early fruition _of
measuro 0 thmg\ with regard to the Provinces and the Centre, hut again,
his Propqsals 'b01 the uncertainties of the situation and the slowness with
bearing o ml.r:( the, official machinery works, 1 must express my concern
which ordm:?lcysituution. T can only express the hope that the tm.nsntory
o :’::sezo:lrtemplawd y proposal No. 202 may not be in operation for
rovisions -

more than a year or so.

JON EN WERS.
AMENDMENT OR CoxsTiTUENT PO

constituent )mwerﬁ ]is (denlft \\'lltl(: m} l:ﬁ%iitathaar;d tﬁz
Thi 1 Tahle Conference. sul t
of the report of the lh_lr(l R().un( ' o vested in the Tndian
cous.titutiun &"l‘“"l(]‘]‘lf:“(‘;fld::lhg((::»t:‘i:'}:i«-{:():uu_\' he im-]udm] within th.evz'unl?lty
Legislature. .1.110“‘ x‘l:'()nditli(ms on the fulfilment of \\:thh Fhoso]p,‘)]‘; el..« 1‘111:1
of these powers, 1’ It(ixe time when they may be o?wrcl.sed should i\ ;ef .tlll
be exorclspd, ;"!( "t"’s Government express the view 11 paragraph 5 o _1e'
down. Hnsll\ "’]J“;:_ "(]'ﬂmmd Table Conference (page 65) that the uut_lmrlt:y
Rep;)rt O ot t l(liocide any issues which might present themselves involv-
of 1arhumo‘"tf (X)l substantial character in the Constitution should b? ]ef(tl
ng (-hn.nﬂ(;a ;) b timt they undertake to see that_any provisions dea.lgne
unimpairec, 1 hiner which might obviate the disadvantages and x‘ncon-
o ;Y::u('(‘:nt(-lzp\m,ml from the lack of means to secure any aiera-
ti £ the dl-fnil* of the Constitution should he framed. AS, illustrating
lon of K to the question of the expansion of franchise after a certain
this I may rofert() t,hpqro,vision of the communal award, subject to the
:::::Sit{il(:‘r:ls ;‘::3 dgw,, ﬂwruin. 1 might refer to Section 152 of the South

.

58. The subject of

veniences 1o
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“ Africa Act eced tf “1& i ' 4 Whether in the constitution of the Provincial Executive the
isiona a5 thoss we down the timo limit within which (5) e under which there is a Prime Minister

f e i (5) b tem. . '
ggrt:rl:ens:?i":::i? t(lsz:c}; aisr tl:;;le rel““']g to _Native Affairs) could not pn;"‘ll{;(‘/rofh?il:is'(t/o:l[':hx(;:(as}:ﬁpointed upon the selevt:on.made'by him,
m;jority Having réggr;pt()y th . {;'ertam period m.‘d without a_certain n}?( 1(; ;)(.r follow.ed from the start; (b) whether the Cabinet might con-
alority. comoying Tegard Subjeczswtheme of the White Paper which pro- should On-orected Minister appointed upon the recommendation of the

o of a limited character unless as indicated 1 s cnment will probably o Ministor of the Cabinet; 4

ved character unless as indicated in another part of this moto Prime Minister o bers in the Provinces.
the constitution provides a special machinery for eﬁectinpathot is f:o ; (6) Whether there shall be Second C!?am ers i
Vtho.se '“me'. I 'onl.d’ therefore, suggest that a list %f t:os;m::mt:e:s I shall now briefly deal with these questions. . "
::nch mnyd fm(xl-l? admit of amendment by the Indian Legislaure should 1s 1, 2 and 3, I think it neeeesary to state the Indian position
refg:eggr:ch::llux mgor;;ort;ted in the Act. As a guide to these details' I may 6%' As "{f:,‘ r,;,}d 'interpret it. .
doub e "I? ] o e present Governmgnt of' India Act though, no as T conce Round Tablo Conferences have unanimously recommended
- ) re will be many more matters which will be admissible in the All the threo d order, and both the Labour Government and the
ist of subjects in regard to which the Indian Legislature should posseay: the transfer of law nnh " b;en parties to this recommendation. The
the power of amendment. N‘ntional GoYer‘nmenIZo r:('(?mmended the transfer of law and order, though

.S""“’“ Comlmtl,:imrtlhg incluéion in the Cabinet of a Minister drawn from

it cpntemp 2 _elected sources, who would not necessarily he 1n cl}m"ge

official or other‘non eigg pumgrapl; 84 of Vol. 2, p. 4%. Indian opiunlon

::et:::vtﬁ?sdq::L;Ei:)n(vus resjudicata, but quite apart from the rccommenda-

. i atures o T His Majesty’s Government, the Govern-
58. The essential featur f the constitution fo he 3 i ons of the Round ahle Conference, b est)
s . on f Provin : tions of e o ~ « . tl r
in the White Paper are: t ‘ r t rovinces outlined ent of India, and the Simon Commission, it seems to me that there are

; ons » transfer of law and order.
(1) That there are to be Reserved Bubjeets, very weighty reasous for the transfer

-eservati f law and order would mean in actual
transferred to the control of an s . &2, Firstly, tho reservation o _and ' ctual
Ministers; d administrati ) ’ ontration of all attack in the Councils on that sing

practice the conc . th of that semse of responsibility and
(2) That collective responsibility of Minijste department, and provent th(l'eil;nowthe oLerriSInture O erent.
(3) That the Governor is vested with cert ! o

rs is to be aimed at i -operation betw . . .
. ain special responsibi,lities hqrn1<)rlx()1l:‘;l,?l? tlhe guccess of the scheme must be seriously imperilled.
60. A great deal of evidence, mostly of the re . without whic
services, has been led before the Committee, a

ProviNoiar ConsTITUTION,

every subject being a
on by the popular

M . 3 3 ¥ S 3 .to
resentati . ‘L ted in a transferred department may give rise
presentatives of the various Secondly, the policy adolll)e ;pherc of law and order, and the Police may be

. nd the entire iti . Gtuation in t : ! e I
been explamed at length by the Secretar of 3 Position has a delicate .M ua . execute such a ])ohcy‘ For instance, it 1s con-
Y Btate in the course of his asked to implement or execute e s of land revenue, excise,

evidence. On the question of the gafe ie d in

Governor to make and promulgate Ordinanfe:?rldsha::dno:}}:i(; P:Owe:.i of the ceivablo thnlt f:nJ::)Ll: ':;r "{(])‘;E:f: :night casily create difficult and awkward
note which I submitted at an early stage of the proceeding fn }(3 to the religious enc (.)'“t} » agency of law and order. To reserve law and order and
mittee. I request tjhat it may be read as g part of thiqgst the Com- gituations for t/‘h:r f{,hie(‘lt-‘* is to create opportunities for friction and to
As regards the special procedure provided by Clauses 92 ‘nnd g‘;l‘?ndum, to t'mnﬂf(‘rf '(;ure o} the ontire Government. .

passing of the Governor's Acts, T would point out that th ]' tor the court the fal bt that an Indian Government, even though it may be
containing no official e]emenp, the Governor wif] have no r: }(:gllslnture 88. I.hnve no dolu_e(‘t to political pressure, as other responsible govern-
his disposal by the use of which he can secure the progress of ac }l‘nel‘y at responsible n.nd S};‘éitilvvl\' maintain law and order. T have equally little
and it would not be fair to the Ministry to secure the “'0-0 such a Bill, ments Aare, can ?wrvuti()‘n of law and order will be lool‘(od upon by Indians
support of, say, the. leader of the Opposition, Further '.t peration and doubt tht}t tho rese 4 to Indian character and capacity and imperil the
that this procedure is calculated to blur the line of res, v seems to me as o serious reproach :(-h('m(" it will not amount to even provincial

Minister, and the Governor may, in seeking to test pub]imnsibility of the suceess of the entire e o section of Indian opinion can support

mine the authority of the Minister, and ; lic opinion, under. my, and [ am confid
) . . ’ if the Ie autonomy, ork such a scheme.
accept his recommen_datlon,'hls own authority will be ':ﬁl(;::::{m ]r"f“sm to . or will be prepured ‘t"l ‘?(:"ks"b‘,:‘;ted in certain quarters that law and ordgr
abutated ne. oo ich Bave emerged in the cour evid 6. Tt has, howortd, o i Il;n al in view of the existence of the terrorist
be tabulated as follows: 19¢ of evidence may should not be transflerz}o](iln;(n " w‘iul,d b most unfortunate to discriminate
(1) Whether l{xw and order should be transferred in ¢ . mov‘emvnt thclm'ln this respoct. So far as it is known, the Bengal (;O‘vem_'
(2) Whether, if law and order are transferreq ‘in e Provinces; against Bengat 1 'thu roservation of law and order. The terrorist move-

thfe Provinces, it ment does not favour b T engal for the last 25 vears. and during all
n for coping with * © ment has bheen in existence :

; P i law and order has been in the hands of
this period the administrabion of “be denied that the strongest possible

is necessary or desirable to make any

8§ M e
what is called the terrorist movement pecial provisio

r

(3) Whether the Inspector-General of Pol;

. . . - PO nt. It cannot > A . 1 i
a special footing in the matter of havingcou s:ll?;ggt be trested on the official ('m}(} .":nt‘;:;(t(-n from time to time In coping with this movement,
Governor ; ) access to the measures 'h"ve u“t boen uprooted. It is brought under control fo!" some
(4) Whether any special staff is to be prov ' and yet it has no nes to the surface. The fact of the matter is that

ided for the Governor time, but again it co!
al responsibilities ; no Government can €0

-

enabling him to cope effectively with his speci pe with 2 movement of this character unless it has
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the active support of the vast majority of the people. I have no doubt that

the vast majority of the people of Bengal are instinctively oppused to a
Mr. Page, in the coursoe of his evidence, how-

movement of this character.

ever, suggested that many people were unable to render active assistance
This may bo true of a

to the Government for fear of social ostracism.

certain number of people, but it seems to me that the idea of the fesr of
The only

‘ social ostracism >’ may be exaggerated and carried tuo far.

way of obtaining the active support of the vast majority of the population
ple themselves.

of Bengal is by transferring real responsibility to the peo
This is bound to have a desirable reaction on public opinion.

63. Tt has been also suggested that the special branch of the C.I.D. may
he segregated from the rest and placed in the hands of the Governor. The
reason which has been assigned for this snggestion is that informors will be
reluctant to give assistance to the police if they know that their namos
are going to be disclosed to a popular Minister or the Cabinet. It seems
to me that it should not be difficult to so arrange things that tho strictest
secrecy may be observed about information of this character, and as a
matter of practice, the other members of the Cabinet need not be inquisitive
to know tlfe names of the informers. It is in the highest degree improbable
that a Minister will fail to realise his responsibility in respect of such
secret information, or that he will disclose it to others when duty and
prudence will require that he should treat it as strictly confidentinl. The
possibility, also, of Indians rising to the position of Inspectors-Genoral
cannot be excluded. 1t seems to me that the argument that informers wiil
be unwilling to render assistance if they know that their names will be
made known to Indian Ministers or Inspectors-General may also be carried
too far. Whether on administrative grounds it will be convenient to
segregate the special branch from the rest of the C.I.D., or whether the
entire organisation of the C.I.D. can be separated from the rest of the
Police, is n matter which, to put it at the lowest, admits of some doubt.

. But assuming that the Governor of a Province finds that the minister in
charge of law and order is unable to cope with this movement, the White
Paper proposals give him ample power in dealing with this branch of law
and order. I shall in this connection refer to propositions 69-70 of the
White Paper. In brief, my suggestion is that no special provision should

be made in the constitution providing for the segregation of the C.I.D.

as a whole, or for the segregation of the political branch from the rest of

the department of law and order. The White Paper amply safeguards

the position.

66. The third question as formulated by me above is whether the 1n-
spector-General should be treated on a separnte footing in the matter of
having direct access to the Governor. If what is meant by direct accoss
to the Governor is that the Inspector-General should be able to approach
the Governor over the head of his Ministoer and take any orders from him
without the knowledge of the Minister, then I think it will be open to

Ordinarily, it should not be difficult under the scheme

serious objection,
proposed by the White Paper for the Governor to call the Inspector-General
Under proposal 69,

and obtain such information as he wants from him.

he has the power of making rules. Further, it is implicit in his special
responsibility in regard to law and order that he must keop himself in
touch with important matters connected therewith. Again, under proposal
69, the Governor has got the power to preside at meetings of his Council
of Ministers. There are thus so many avenues of information open to him.
It will be remembered that when Sir Charlos Innes was asked as to how
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fie would be able to see the Inspector-General of Police, he said that he
In answer to a question put by Lord

could meet bim on the goll course.
Eustace Percy, Sir Charles Innes expressed himself thus:—

Question: “ Would you make any rule as regards the Inspector-General

of the Police?

Answer: ¢ No, T wounld not, myself. If T wanted my Inspector-General
of Police, 1 should play golf with him, or get at him in some way like that;
I shonld always keep in touch with him.”

67. As regards the fourth question, Sir Malcolin Hailey explained during
the course of the evidence of the Secretary of State, that in Presidency
towns, where the Governor is usually selected from the ranks of public life
in Kngland, and has no local knowledge, it may be necessary to give him a
Secretary of the standing of a member of the Board of Revenue, or of the -
Executive Council, and that in other Provinces where & Governor. according
to him, will presumably be a member of the 1. C. 8., a Sceretary of the
status and experienco of a seniar Colleetor, or a Commissioner, may be
appointed to help the Governor in the discharge of his special responsibility.
I would again repeat that the avenues of information open to the Governor
are many.  We need not suppose that the Governars of the future will be
wanting in taet, or a keen sense of their duty, or that the Ministers will
necessarily he perverse and at cross-purposes with the Governor,

6R, With respect to the last question, it was pointed out by Sir Samuel
Honre, and, if [ may say so, rightly, that, excepting in the case of Ireland,
in no other constitution of any country within the British Commonwealth of

Nations is there direct provision for responsible Government, or for the
It is true that Sir Samuel Hoare

collective responsibility of the Ministers.
at ono stage of his cvidence said that he would leave all this to organic

growth, but he alse made it clear that he was aiming at it and that he would
not object if the system of a collectively responsible Cabinet was accepted
from the very heginning. Under the Montagu-Chelmsford Reforms, Madras
is the only Provinee where there has heen a Chief Minister, and the Ministry

In the other Provinces there has

have from the start worked collectively. ;
been at times callectivo responsibility, and at others it has been absent, We

cannot afford to take risks in this matter, and T think it is very necessary
that the Cabinet form of responsible Government should he adopted in the
Provinces from the commencement of the new constitution, and that instrie-

fions should he definitely laid down to that effect in the Instrument of
Notwithstanding the fact that separate elec-

fostructions to the Qovernor,
torates are the hasis of representation, | foel that in actual practice it will
not he found diffienlt 1o get representatives of the minorities to work in close
co-operation with the Minister helonging to the majority community.

69. The Just part of question 5 is whether the Cahinet might contain a

non-clected Ministor appointed upon the recammendation of the Prime
In support of this suggestion, it was pointed out that in Engiand

Minister.

Members of the House of Lords who owe no responsibility 1o any electorate

are appointed Ministers. 1t wax further pointed ont that in France the

Ministers of the Marine and War are generally selected from ountside the
In my opinion. to introduce ane feature of

ranks of the elected moembers,
the British or French constitution into the proposed Indian Constitution and

to ignore the rest would not he conducive to the smooth working of the
Cubinet, even though such an outsider may find himself placed in the Cabinet
with the consent of the Prime Minister. [ cannot. therefore. agree to this

suggostion,
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SecoNDp CuaMBERS IN THE ProvINCES.

70. The last question that has eme i i
rged from the evidence is as to whether
;l;:yeesho};ﬂd or should not be second Chambers in the Provinces. It w:lell ll(:e
fornc‘ :: at go far as the White Paper is concerned, proposition 74 provides
single Chambers in all the Provinces, excepting for Bongal, the U. P.

and Bihar. In Bengal the total number of seats proposed in the Upper -

Chamber is 65; in the U. P. it is 60; and in Bihar it i i
dix IlI, part 2, p. 92 of the White Paper). In my ﬁ:st:snggo(;:\dethﬁpa}:;gz
guards 1 have already discussed the provisions of proposal 74 as to the
abolition of a Second Chamber in these three provinces, and the establish-
mept of tho Upper Chambers in those in which they will not come into
existence at @he start of the new Constitution. 1t is therefore not nccessar
.bo say anytvhmg. more on this part of proposition 74, [ shall h()wever' suby-
mit a few consideratigns on the main issue as to whether the prm'yinf'inl
leggs]uture everywhere should be bicameral. As regards the three Provi co
which have been selected for the establishment of Second Chambers 1:":‘}(1"1
commencement of the Constitution, I believe the decision has b(‘”{ n” 9((;
at mainly })ecaus_e they are pre-eminently zamindari Prm’in(:(\s: “",'um.':fv .
ence to B\har,.xt appears from the evidence of Mr. Sinha t'h'\t ll + the
question was dlsou.ssed in the Legislature of the Province (in J when the
the voting was 39 in fgvoux: of the proposal for the vstnhlixhnwnta“fm.‘ry last,
_Chnmher, and 30‘agamst it. But the 39 voters in faveur of t}()\ B non
mclgded non-officials, members nominated by the Governor, g IIL plroposal
official, 'w:hlle. those against the proposal were all elected ;o‘)'.‘:‘\a:o.ono
The position in Bengal was more evenly balanced, but there gelul,“(tn atwosﬂ.
:);; little room for doubt that the hulk of general opinim/x as di::in(;t“}cot
be? g}}l);l:;on f; ttlillq zamindars is against the establishment of a Second Ch]x;n
o e .t.he 18 Com'lec.tlo_n reference may be made to the memoranda o
Provinces, ang“‘;z::ica:?::l‘;tg“:hmD“’,‘“"nting the land-holders in the variot
In the U. P top. the Zening e evidence of the Maharajah of Burdwu
ber, and. indeed. they & ars are strongly in favour of a Second Chan
tiom f , ced, they nave suggested that ‘“ the resolution about the abol
of the Chamber should be confirmed subse d
years after the election of P ryud scquently by an Ack passe o
Mo e et n ;) t!ne new Provincial Assombly.” (Vide p. 20¢
that t’he Second Chan‘ﬁ)e(x)' EVI({On('e.) They have further  stronely Lo
Iatare of thoom b  shou d become n permanent feature of the Legi
ese Provinces.”” The U. P. Legislature has a very large ele
of the Zemindar electorat in tudei fon passed in th
. P Gondar o ‘f rate, and in judging of the resolution passed in th
wher(; or i1 » this fact should not be overlooked. It is perfectly true tha
e ver thero are important zemindars there is a demand for the estal
1shment of a Second Chamber, but this demand is not endorsed by genera
public opinion. I personslly have grave doubts as to whether Sccond Cham
bers by themselves can effectively protect the interests of the zemindars ¢
otheryvlse conservative classes, I am also more than doubtful ay o Whr‘tlhg;
oonstituted as the zemindar class at present is, it can supply a suffici
number of men who can effectively discharge the functions of the e l‘:‘n
f an Upper Chamber as 1n other countries. Nor do I feel 5o confiq ot
8ir Malcolm Hailey seemed to be that it would be possible to secyre tlh My
'ype of men from among commercial magnates or retired moemt e righ
ludiciary. If the Second Chamber’s legitimate function is gq; e of the
f & revising body, then I do not expect any such results to fg “ng o o tha
in the Provinces of Indja. On the other hand, if they are % ow from then
s brakes upon hasty snd ill-considered logisiation pray \PCtioN merels
Jhambers, one ought not to overlook the danger—, ,? wed by the Lower
hat t%w Second Chambers may, and probably il e.;,fec:' weana imaginary—
T R AR tvely block all socia.

legislation of a progressive character,
popular Lower Hous
question of a greater s
establishment of a Secon
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and thus come into conflict with the
o and the general public opinion.  There is also the
train being placed on the provincial purse by the
d Chamber, and we ought not to overlook :t.

71. The wholo position was examined by the Simon Cammission In

Chapter 4, Vol. 1I, of their Report. I would refer to paragraphs 113 and
-114, whic
committees associated with the Commission,
of their second volume,
follows: —

h indicate the views of the Provincial Governments and of the
In paragraph 116, at page 99

the Simon Commission express themselves as

« It has generally been proposed in evidence before the Joint Con-
Second Chambers disproportionately representative
They fear that such Chambers would be regarded
instrument of Government, and that ceaseless
conflict between the two Houses would result. They think that this
danger will bo a real ane, however the Second Chamhers may he formed.
While a Second Chamber will not be a substitute for the Governor’s
powers, its existence may be used as an argument for modifyinx the
Governor's powers hefore this is desirable, and it may support the
Lower House against the Governor and so increase rather than prevent
{riction between him and the Tegislature. So long as Ministers are
socured in the support of the Lower House, and so obtain the funds
which they require, the Second Chamber can cxercise little control on
the administrative side, and it is here that the influence of a Legis-
lature is most required.” I would further point out that it does not
appear to me to bo the case that the Provincial Legislatures or the
Government of India consider the establishment of Sccond Chambers
in all the Provinces as vitally necessary. “ We would not propose”,
say the Government of Indin, in paragraph 27 of their Despatch. * that
in any Provinee a Second Chamber should be made a condition of
advance.  Where local opinion favours and loeal conditions seem to
require a Second Chamber, it should, in our view, be set up :mﬂ incor-
porated in the Constitution.” As regards th.e three DProvinces of
Bengal, Bihar and Orissa, and the United Provinces. they aceept the
recommendations of their local Committees, but, as T have submitted
above, in these three Provinces general public opinion as distinet from
the opinion of the zemindars or other conservative sectians «f the people
is not prepared to support a Second Chamber. I do not wish to under-
rate the importance of the evidence of the European As-ociation, or
of the Zemindars’ Association, in regard to this matter, but 1 am
bound to say that the case for the addition of a furthir conservative
clement Lo n constitution, the striking feature of which is an over-
cautious conservatism, has not heen made out hevond all doubt. On
all these grounds I am against the establishment of Second Chambers in

any Province.

ference to constitute
of vested interests.
as an undemocratic

Pusniic SERVICES.

. The question of the Public Services is dealt with at length in the
Paper. Refercnce may be made to paragraph 70-73 of the Intro-
; pages 35-368 and paragraphs 180-202: pages <1-201 of the Pro-

and to Appendix VII; page 120. In the existing Government of
Act, the relevant sections are 90s-100.
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The Civil Services in India have within the last eighteen or twenty
years come under detailed review by two Royal Commissions, viz.: (1) The
Islington Commission which assembled on 31st December, 1912, the report
of which was submitted on 14th August, 1915, and (2) the Lee Commission
which submitted its report on 27th March, 1924,

There were three questions which were referred to the Lee Commission,
viz.:—

(a) The organization and general conditions of service, financial and
otherwise, of the Superior Civil Services in India;

(b) The possibility of transferring immediately or gradually any of
the present duties and functions to Services constituted on a provincial
basis ; :

(¢) The recruitment of Europeans and Indians respectively, for which
provision should be made under the constitution established by the
Government of India Act, and the best methods of securing and main-
taining such recruitment.

73. As regards the Superior Civil Services, namely the Indian Civil
-8ervice and the Indian Police Bervice, the Commission made certain definite
proposals for their Indianisation. Speaking of the Indian Civil Service
they say that in their view it is desirable in order not only to carry
out the spirit of the Declaration of 1917 but to promote an increased
feeling of camaraderie and an equal sense of responsibility between British
and Indian members of the Services that the proportion of 50-50 in the
cadro of the Indian Civil Service, should be obtained withonut undue delay
and that the present rate of Indian recruitment should be accelerated with
this object. They expected to produce a 5050 cadre in about 15 years by
which time the whole situation would again have to come under review
by the Second Statutory Commission. As regards the Indian Police Service
they recommended that of every hundred recruits for this Service, fifty
should be Europeans recruited directly, thirty should be Indians recruited
directly, and the remaining twenty obtained by promotion from the Pro-
vincial Services. And they expected that the corresponding cadre of 50-50
would be reached in about 25 years in the Police Service from the date
when the new scheme of recruitment comes into operation. (See para-
graphs 35, 37, pp. 18, 19 of the Lee Commission.)

74. T need not refer in detail to the recommendations as to the Indian
Forest Service of Engineers, the Indian Agricultural Service, the Indian
Veterinary Service, etc., and the Central Scrvices which they discuss (see
page 21, 23, of their Report). .

The essential point which emerges from the White Paper is that ¢ at
the expiry of five years from the commencement of the Constitution Act
a statntory enquiry will be held into the question of future recruitment
for the Indian Civil Service and the Indian Police, and the Governments
in India will be associated with the enquiry. The decision on the results
of the enquiry will rest with His Majesty’s Government and will be
subject to the approval of both Houses of Parliament. Pending the decision
to this enquiry the present ratio of British and Indian recruitment will
remain unaltered. The question of continued recruitment by the Secretn
of State to the Superior Medical and Railway Services is under cxa
tion. His Majesty’s Government hope to submit their recommen
on this matter later to the Joint Select Committee ' (vide para, 72
Introduction to the White Paper).

76, The Services sub-committee of the first Round Table Co ference
made two important recommendations. In paragraph 2 they recomtjended

‘ {
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; ivi vrvice and the Indian Police Service recruit-
that for the Ind;{l:ufl:;l bse(r::l(r(;ied out on an All-India |)z\si§, but the
ment 'ghould c;)ll lCmnmittce were of the opinion that_ l'eC{}xl}mecnt .for
mnj.m_‘lty of ?10 hould not longer be made In _the Indian Civil bcr:iy':e,
judxclal ofﬁc‘j‘ls Slaorest Service and the Irrigation hrancll 9f the In mn‘
and _the ]nd‘[:‘m‘rineers' should be provincialised. Mr. Shiva Rao m‘u
Service of ‘lm’ired to record the view that all services should h(; I"(;o-
Mr‘,T?mhe (Osh\vitll Dr. Ambedkar, Mr. anrulla Khan and &in ;lr
vincialised fgr v} we'ro averse to further recruitment on. an .\ll- n.( 1?
Sampuran Slmi‘liml Civil Service and the Indian .Pohce Sernc‘e' 53:\0
basis for the 1:(‘ Furopean clement in those .Servlcos. The 1m.\;or;‘
in respect of t]-;t.el were of the opinion that in t‘he case of ht 1'3133 wo
of the sn.b-c()mllll ?ahlo that some recruitment of Kuropeans stll . con-
Services ()‘t ‘zfusa gﬁxséztion of the ratio there was a difference of opinlon,
tinue. n

t T e rese 1 5 Y ‘H ue on the hn
h g 1t ]CCrultln(_‘llL h]l()ll](] con 1 o8

.ll hﬂt f() t p I

some holdl g

i Y the
issi while others would prefer that
i the Lee Commission,
laid down by
matter should be

isi ' Government  of
decision h)_r the future L
ive of the decision that might he rO{\vhod a‘s t{) _th‘;rlo:;]ti:‘)'
Indin. Ir'msp(;(‘ttlhv(fl auh-committee held that the recruitment and con g
the majority 0 y suh-¢
authority 1n the fu

I . would
Government of India. They wou
ure should be the uent of | ould
hat 1tho:itv the decision of all questions such as the con
wave to that at 1) A,
Lpfmrocruitnwnt serviee, emoluments

d control. A Minority t}mulg}ht
; of State. DBut
the recruiting authority should be the Secretary ©
o TCC ' ‘
?\"g: thlov consider that adequate con

trol over the members of the S]orw:;s
inei Xy ts under e
d to the Indian and Provineial Governmen
ure
should be sec
Devolution Rules.

- io0in the White Paper for a Statutory
76. Tt seems to me th:t it:‘; ])tli?gls(llszstli]on of future recrnit_mont.vfo_r t};e
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77. As regards the Superior Medical and Railway Services the recom-
~mendations of His Majesty’s Government have not yet been placed before
the Joint Select Committee, but I am generally in agreement with para-
graph 44 of the Services Bub-Committee,

78. I have submitted above that in my opinion the recruitin
after the promulgation of the new Constitution shoul
of India. It ie only necessary to add that I am sssuming that the Govern-
ment of India will, for the purpose of recruitment, make use of the
machinery of the Public Service Commission,” and rely on their technical
knowledge and impartial judgment and advice. :

question should no longer be left as an

g authority,
d be the Government

RIGHTS AND INTERESTS OF THE SERVIOES,

79. No less important than the question of future recruitment is the
question of the rights and interests of the Services. It is necessary to
point out that the Statutory provision governing the rights and interests
of the Services is to be found in Section 96B of the Government of India
Act. Rules have been framed according to that section. The last set
of Rules so far as I know were published in June, 1930, and are known
a8 Civil Service (classification, control and appeal) rules. . Most of the
items in Appendix 7 of the White Paper are hased on Scction 96B of
the Classification Rules. I have no desire whatsoever in any degree or
measure to prejudice the Services in respect of their salaries, emolnments
and pensions which must in my opinion be given every effective protection,
but I would point out that the proviso to Section 96B and its provisions
require to be analysed before a correct view of the position can be taken,
Under that section the Secretary of State in Council has the power to
make rules for (a) regulating the classification of the Civil Services in
India, (b) the methods of their recruitment, (¢) their conditions of service
pay, allowance, and discipline and control. The rules referred to deal
with these matters and the section itself provides that such rules may,
to such extent and in Tespect of such matters as may bo prescribed,
delegate the power of making rules to the Governor-General in Council,
or to laocal Governments, or authorize the Indian Legislature or local
Legislatures to make laws regulating the Public Services. It would thus
appear that under the existing Act itself, the Secretary of State in
Council could delegate his powers entirely if ho liked in respect of the
Services not only to the Government of India or the loeal Governments,
but also to the Tndian Legislature and the locnl legislatures. This was
at a time when full Responsible Government was not set up in the Pro-
vinces and the Central Government contained no element of responsibility
to the Legislature. It scems to me, therefore, that under the proposed
constitution there should be an advance upon the position prescribed by
the Section 96B of the Government of India Act. 1 feel that the pro-
posals in the White Paper instead of being in advance constitute a distinet
set-back at any rate for the timo being.

80. Coming next to the proviso it will be noticed that according to it every
person appointed before the commencement of the Government of India Act
of 1919 by the Secrepnry of 8tate in Council to the Civil Service of the Crown

-
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ordinary lists of time-scales of pay. In particular, they de not apply to
general expectations of possible appointment to offices, wuch as those of a
Commissioner of a Division, which are not included in the ordinary time-
scale lists, and the filling of which involves selection by merit. I am advised
accordingiy that the abolition of euch appointments would give rise to no
claims to compensation except to persons who were actually holding them at
tho time of their abolition. I am further advised that no method of filling
such appointments which is not inconsistent with tho Statute, even though
it reduced the expectations of members of a particular service, would give
rise to any claim to compensation on the part ot any person whose actual
tenure of an appointment was not thereby affected. I trust, therefore, that
difficult as these words may he of interpretation, the authoritative opinion of
the law officers of the Crown will be accepted. Appendix VII (e).

84. Coming then to the list of rights in Appendix 7 of the White Paper,
it is not my intention to deal with each item separately. [ have indieated
Ty views in the preceding paragraphs as to the guarantees to be miven to
the Indian Civil Service as regards their pay, allowances, emoluments, leave,
pensions, etc., and also as regards the transfer of the control over the post-
1919 members of the Services from London to Delhi. There arc just a few
points that I shall now refer to.

85. Ttem No. 9 sccures to the Services the reservation of certain posts to
niembers of the Civil Service. This must be read with Section 98 of the
Government of India Act and the third schedule to it. Tn the ordinary
course, in the vast majority of cases, members of the Indian Civil Service
will rise to occupy many of the appointiments mentioned in the third schedule.
But in the altered state of things there does not scem to be any reason why
the reservations provided by the third schedule should continue to exist.

86. Item No. 11, which is based on Classification rule No. 25, further pro-
vided that posts borne on the cadre of All-Indian Bervices shall not be left
unfilled for more than three months without the sanction of the Secretary
of State in Council. Whatever justification there might be for such a rule
}mdcr the present system there does not scem to me to be any for continuing
it in future when the Provinees will he antonomous and there will be respon-
sible government hoth in the Provinces and at the Centre. The possihility of
economy to be effected by appointing efficient men helonging to the Provin-
cial Service to such vacancies should not he excluded.

_ 87. Another “ right "’ which calls for some remark is that contained in
item Np. 15, Qrdinnrily the proposals for the posting of an officer of an
All-Indian Service procced from the Chief Secretary of a local government,
who has always been a member of the Indian Civil Service, and it may well
be presumed that under the new schemo they will be dealt with by the Chief
Becretary or some other Secretary and the Minister will have neither tho
time to go into nor the necessary knowledge about matters of this character.
I should not presume that Ministers would deliberately act to the disad-
vantage of an officer of an Al-India Service. 1 cnnnot,l therefore, agree to
the proposal that in such matters the personal concurrence of the Governor
should he required.  While I appreciate the desire to protect the Public
Servants against loss or inconvenience resulting from unjust orders of post-
ing, it seems to me to be necessary to bear in mind that nothing should be
done to undermine the authority or the prestige of the Minister.

. 88. Another important matter which calls for notice is that contained
in item No. 18, and that relates to the right of cerain officors to rvetire
under the regulatjons for promature retirement. The Lee Commission
recommended that in the case of all future British recruits to the All-India
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GOV(“{)’]OF.dG%n?{Mt:rist:}:tz su:}f instructions to the audit officer or the
pos?: l?t ie:po,nsible for arranging ‘ Ways and Means ’; as would secure
:llllits (;'leglt 9. The family pensions and fundx that }!nve heen :»sfnl»hs.hed
un(.]er ‘rulu.s framed by the Seeretary of State, require oqual (?1(>'1i;)tecft1:);;1(;
Theso rules have heen framed und(;r{slllh'-sm-tmn 4 ]o]f1 égcto\fmlh.e»Intomduc;
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{mctunl payment of the esalaries of'the. Public Servants as ~1s. app 1
r jed. Further it is fearcd that this view overlooks the constitutiona
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!ligisrl)ilsters.’ 1t is difficult to believe that if a Minister wanted to dradw
mom;v from the Treasury for any social services at the expense }‘:f f'unh;
reserved by the T.egislature or by the Statute for other purposes, he wou
/. 0. ' '
be auo“'edvz:tﬁow;ilo having a new Const.ituti'on wit}} a responsible Inf!mn
I ‘t it is also worth while trusting it to discharge those fﬂn ious
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(Pages 14-15 of No. 1 of the ‘ Minutes of Unrevised ‘\l; c;;lccf. )~
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and ]rens'i‘m\s will be forthcoming _out of Indian revenues. .\\(]a k:::vtq;:;;vt
influential seetion in India is flatly hostile to us, and ¢ é.t A
o ”; {hat the payments due to England from India amount to a
L ]es'm yosition and should be repudiated.” Tht_zy t}len refer ‘tnv the
rmnon? ] f] ].rolaml and to Mr, Tang’s government in New Sguth Wales,
exumple OF ° 5 uald ho taken to heart, though they go on to say. that
which thes hllly<t;11st moderate and responsible Indians, h}xt greatly distrust
:l}:zy ei(:rle::)tis‘(tmse(:tliotl and their policy that may impair the solvency of

India under tho new regime.
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91. Sir Samuel Hoare has pointed out that the figure including both
military and civil pensions, is about £50,000,000 sterling. In fairness to
the ‘‘ extremists”’ in India I may point out that to the best of my
knowledge they have never sought to repudiate the pensions of the Public
Servants. In this connection I would recall what Mr. Gandhi himself
said in his speech on the financial eafeguards at a meeting of the Federal
Structure Committee held on November 25, 1931.

#1 want,” said Mr. Gandhi, ** to say that the Congress has never sug-
gested, as it has been viciously suggested against it, that one single farthing
of National obligations should ever be repudiated by the Congress. What
Congress has further suggested is that some of the obligations which are
supposed to belong to India ought not to be saddled upon India, but should
be taken over by Great Britain.” T have considered it nccessary to quote
this passage to show that in the first place the pensions of retired officers
have never been repudiated, and in the second, the gencral charge against
the Congress, that it repudiated the national debts, is not borne out by
the statement of Mr. Gandhi. If Mr. Gandhi and the Congress want an
examination of certain financial obligations, they cannot be seriously blamed
when one remembers that it was upon the persistent representationa of the
Government of India in regard to India’s liability for capitation charges,
and some other claims, that a tribunal was appointed last year to investi-
gato this problem. It submitted its report early this year, which is still
engaging the attention of His Majesty’s Government.

02. To come back to the main point it is out of the question and I
cannot conceive the possibility of it, that the pensions of retired officers
should be imperilled in any manner. Under the White Paper schome the
powers of the Secretary of State and the Governor-General are more than
ample to enforcce these obligations in the cvent of any hreach. To impose,
however, a condition that n capital sum of £50,000,000 sterling should be
now invested in Trust Funds in England for this purpose would cripple
the resources of the Government of India. '

Punnic Servicr (CoMMISSION,

93. Paragraphs 195-201 deal with Public Service Commission. There will
be a Federal Public Service Commission and a Provincial Public Service
Commission for cach Province, but by agreement the same provincial com-
mission will be able to serve two or more provinces jointly, The principle
of appointing the Public Service Commission is much to be commended.
These Commissions should be ahsolutely independent hodies free from all
ppliticul influences, possessing definite powers and discharging definite fune-
tions. 1 cannot, however, ngree with proposal 196 which provides that the
members of the Federal Public Service Committee will be appointed by
the Secretary of State who will also determine their number, tenure qf
office, and conditions for service, including pay, allowances, and pensions, if
any. No doubt this is guite consistent with the general policy regarding
the Bervices adopted in the White Paper, a policy which secks to preserve
the authority and control of the Secretary of State over some of the Public
Bervices for some time to come. I personally hold that while the Con-
stitution should provide for the appointment of Public Service Commissions
and possibly also for the qualifications of members to bo appointed to them
the powers reserved to the Secretary of State under proposal 198 shoul

I3
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questions relating to the Interpretation of the Constitution Act, or any
rights and obligations "arising thereunder. In such appeals it may not
always be possible to go by the pecuniary value of the matter involved -
in the case; the true test should be the nature of the question involved,
‘and na appeal should lie to the Privy Council ordinarily, without the leave

of the Federal Court. This will not, however, affect the right of the Privy .

Council to grant special leave in any case in which they may deem it
fit to do so. S ] :

96. It will be noticed that proposition 156 seeks to provide for. an appeal
from & decision of the High Court to the Federal Court, in any case which
involves the interpretation of the Constitution Act, or a determination
of any right or obligation arising thereunder. Presumably the Federal
Court is intended in such cases to exercise jurisdiction over Courts in
Indian States in cases of the above description.

97. Proposition 157 lays down that an appeal to tho Federal Court will
be by way of a Special Case on facts stated by the Court from which the
appeal is brought. Procedure of this character is not unknown to Indian
law; and one advantage in adopting this procedure may be that it will
meet the point of view which has been put forward by some of the repre-
gentatives of Indian States. It must be borne in mind that in India there
is & large number of jurisdictions and this frequently gives rise to much
confusion. There is a very wide difference between the jurisdiction of the
Revenue Courts and that of the Civil Courts, and in some provinces legisla-
tion has been passed providing for reference to a civil court in a case
pending before a Revenue Court, which involves the determination of an
issue of title. On the whole this procedure has worked well, and I take
it that proposal 157 is an adaptation of that procedure. Reference may
also be made to the ordinary practice in Income Tax cases in India, where
under certain circumstances a question of law is stated by the Income Tax
authority for the opinion of the High Court. 1 am, therefore, prepared to
support the principle involved in proposition 157.

98. Attention may in particular be drawn to two other proposals—160 and
161. The former provides that *‘ the process of the Federal Court will run

throughout the Federation, and within those territories all authorities, -

civil and judicial, will be bound in any place within their respective juris-
dictions to recognise and enforce the process and judgments of the Federal
Court; and all other Courts within the Federation will be bound to
recognise decisions of the Federal Court as bhinding upon themselves.”
It has been suggested on behalf of the Indian Stiates, that when a matter
relates to an Indian State the order of the Federation should be executed,
not in the ordinary manner in which the orders of an appellate Court
are executed by Courts subordinate to it, but by reference to the Executive
authority of the State concerned. In the memorandum presented on behalf
of the Chamber of Princes by Mir Maqbool Mahmood, Dr. P. K. Sen, and
Mr. K. M. Panikkar, they say ‘‘ It seems desirable to provide that in
the case of judgment against a federating Btate, the remedy should he
sought only from the Government of the State concerned. In the case
of a State failing to execute the judgment of the Federal Court, within
a reasonable time, the authority of the Viceroy could be invoked.” This
suggestion seems to me to be wholly opposed to the basic principle under-
lying Federation and to the whole recognized Judicial procedure governing
the enforcement and execution of the orders and judgments of Superior
Courts by subordinate Courts. It should not be for the government of
the State concerned or, in the last resort, for the Viceroy, to attend to
the enforcement of the orders of the Federal Court; it should Le left
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to the State Courts themselves. Conformity to the ordinary practice ‘mll not,
in my opinion, be any invasion of the sovereignty of an ]nd‘mn State, in
as much as upon a proper view of the matter, 1he'F(-,der:\l Court will 1'1ot
be forcign court, but will be as much a Dritish Indian Court as an Indian
State’s Court.

99. T wonld strongly support the provisions of proposition 161 which
give the Governor-General the power to refer to the Federal Court, for
the hearing and consideration in any justiciable matter which he considers
of such a nature and of such public importance that it is expedient to
obtain the opinion of the Court upon it. Advisery jurisdiction is already
excreised by several High Courts in India, and it may be a very beneficial
jurisdiction for the development of the Federal Constitution.

Tur SurreME Courr.

100. That there is a general demand for the establischment of a Supreme
Court, scemis to me {o he without any doubt. I am at the same time
bound to point out that opinion in Bengal is not favourable to it. The
question was <iseussed at length at the Round Table Conference. The
immedinte establishment of the Supreme Court is opposed first, on the
ground of finance and secondly, on the ground that it is not desirable to
abolish tho jurisdiction of the Privy Council. As regards the first no
estimate has boen prepared showing the impossibility of establishing the
Supreme Court within reasonable limits of expenditure. T cannot helieve
that we can require as many as twenty to thirty judges for the Supreme
Court. I should think that for some time to come a Court consisting of
ten to twelve judges could adequately deal with appeals coming to it from
the High Courts. Further it may be pointed out that much of the cost
will he met by fixing proper scales of Court fees. The highest number of
appeals that come up to the Privy Council from India in any given year
may roughly be put down as 100 to 125, though the numb‘er is generally
less. However, if we troble this number of appeals to the Supreme Court,
a Court of twelve judges should not find it difficult to cope with the work.
Further it should be possible to restrict the nu;nlwr of :\ppcal.s_to the
Supremo Court hy making other suitable provisions, or by raising the
pecuniary appealablo limit. As regards the second grgund, n:myzly2 that
it is undesirable to abolish the jurisdiction of the Privy Council, it has
never been suggested that the jurisdiction of the Privy Council should he
abolished. Even in tho case of the Dominions, appeals come very fre quently
from Canada, and they come also, though less froquent]_v. from the otl.uer
Dominions. What is suggested is that appeals should lie to the Privy
Council only upon a cortificate given hy the Supreme Court.

101. As regards appeals in criminal cases paragraph 166 provides appe.nls
in such cases where a sentence of death has been passed, or.xvhcrc an
acquittal on certain criminal charges has been reversed by a High Court.
I apprehend that appeals in criminal cnses where a sentence of death has
been passed may tend to overburden the Supreme Court. 1 would suggest
that for the present the Constitution should provide for appeals where an
acquittal on a criminal charge has been reversed by a High Cn.urt. and to
cases where leave to appeal to the Supreme Court has been given by the
ITigh Court. .
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102. It seems to me that it w
Separate courts, namely (a) a F
Buch an arrangement would

. 8eparate judges, and their staffs,

ould be most unfortunate to have twe
ederal Court and (b) a Supreme Court
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apart from separate non-recurring ex
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Justice possessing the power to const

also for he

aring appeals from British

itute benches for foderal work, and

India, will contain a variety of
talent and experience and thus comma

'& degree than & small Federal Court doin,
™ recognised that in India one of the gre

number of
in judicial opin
federal or co
different ways.

final Court of Appeal, doing it wor
* uniformity of inte

the High Courts, which leads at times

nstitutional questions were
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103. Tho High Courts existing in India at

Government of
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administration of jus
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Council. Acting an

i al advocates should be
is that the difference betwecn barristers fan(tl“:]o:t'le f the appointment
now is ay with, Tt would, however, be unl O)r‘mm:“t The hest traditions
d(f’n(?hi?}:‘]{p‘:ticc .\v(\r(? thrown open to n'(m-lcgn] 5 ]“dw(,'; reoruited from the
o tll ‘('r')urtq in India have been b“‘“’ up ')y c 0? their profession, and
of - ‘ have imbibed in the exercise recruited from
profession, men who hav i by judges who have been ot S
their surroundings in Epg]ap« ,] 0(;‘_8) J hould not he willing to acc(ip ] s
the ranks of the pr()f(}}:%'m;)n o Hn i‘n .'mv degree or measurc nﬁ"w':‘ t::ﬁ(’rlcf’(nl
ngo in tho law which woul .y seessarily bpiy any retiech .
C!mu::m of thoso traditions. 1t docs nO.tr . COS;:‘Y 'i('o Loth of which have
tin . Vo Qe the Provincial Service, - hat both
the Indian Civil Scrvice or But the fact remains
luced somo very distinguishcd. Judges. accustomed to look upon t»h‘e
Ec‘}l;ml ;\l ‘profoqs'ion and the public haé(’ ';:(‘n 1;0 g;veﬁ a tone to it, and 1;:
0 o in the Court w 5o hic
i sbie » man 1in the PP dependence, w
Chief Justice as the one m iudicial traditions of in 1
i holding those ju he Court. I need scarcely
responsible for up : d repute of the C i 4 11
or the guo leral an 10
are :ﬁsillltﬁlysﬁﬁgss&znrks will apply to Judges of the Federa
say n H‘(’h
eme Court. . are concerned the Hig
Suprem i f fact so far as the Civil 'Couri-* are con ro is vory little
105. In point o S -er their work. but there 1s \
Courts exercise a direc supervision ov ‘or the criminal courts. I under-
f direct supervision exercised by them ove t years, the High Court has
or « ) in one province 1n recent yvears, inion ublic
tand, however, that in . ts. In my opinion p
stand, supervision over criminal courts.  In m) o increase
been exercising sll])(r\'ls.t tion of criminal justice is bound t
b e in the administratiol ' ioh Court. A
g?n:fc(;:m:urlorvisory control is trﬂnsjcr“‘d t:h t}:-(i?vflhs?de the usual pr.a(;‘t;(?e
) intment of Judges on the f fresh candidates
As regards the appoin end the appointment of vinces
] y High Courts to recomme ifs. and in some pro
o i‘l):;) tit;t:zoqt ‘;:rud(m of civil Judges, called *“()‘i’::;é;’ms are. however, .mafie
o di t(; judges of second class. The app loes not apply to District
nubor} m‘; (-ull Governments thomse]ye:q. ‘Th!s (O'i"he High Court may be
W deos lul’ nging to the Indian Civil Service. ] practice its powers are
Judges ])0,0 ;'I(‘ vard to their selection, hut in m-}n;;i )I:t en. possessing the
f."n;‘th}(tlu( Il: 0:“{(,, to secure the apptzmltnﬁ]x:‘t; othe gappoin'-me“t‘ %ek'fc’tu;n,
mmited, o FPR] stec f rans-
alific s it 19 suggested -ices. should be
necessary ('"dhﬁmuo?qof the Judicial side of the ](Sicr‘lé‘(‘) effectively prevent
promotion and qontr((; urts themselves. This shou fﬂ nections of magistrates
ferred to :he ?l‘rz)};geo If the judicial and e:}:;pl;tl\égoll‘:h may also be given
the evils of patro ) should be, the High Lourts Los.
can_be sepn:'ntﬂd’aﬁfl ti?:gers in respect of th]e tl.\iag;sftlt“l:;\}{inh Courts to
similar functions anc tho question of the relation e divect
¢ there 1s the q . Calcutta, are
106. Lnstl}”t:g]ents. All the High Courts Oitcel’i:] other words, the local
the local Gov LrI sir respectivo Jocal Governments, <penditure and budget
relation i t"’d themsclves responsible for the ofph(- Judges—they are
Governments llml ts As regards the appointment ‘,]f‘q member of a local
of the High ('O“ryl-n'nd by the Secretary of State. ) Provincial Judiciary
appointed In F‘"L of the Indian Civil Service, or t‘;:m‘h the local Govern-
bhar or o mem :{;wly appointed to any seat Olnt;lee High bollrt- submits his
is to be perma iting the Chief Justice anc L s the Seeretary of
ment, after C&ﬂﬂl rnment of India who finally appros
tho Gove ' . .
name to dge is appointed by
State. | position is that cvery permm:l(.“t;ti{): si!n the case of an
107. The leg'?l ol Statute, however, makesl vﬂlfcl the Governor-General in
the Crown. i ‘o m:ho can bo appointed On),&ut@d by the local Govern-
additional Judg d temporary Judgez are ::(;or to more cffectively safe-
. ; n h
It is submitted tha dlesirable that all the High Courts

K3

ned. th
me::d c:}?:e;osition of the Judges 1t 1is
gu
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should be brought into di i
The i irect relationship with the’
to be apgli‘fr?ir::tizt; t(l)lfe brll:att,el', will, in my opinion, eju(s::;!fl;“:hxﬁ.ovemmcnt.
reasons to believe that . aut:onoz'ny of the Provinces. I have oy stron
Provi at very high judicial and legal opigion ip men. strong
;;;nces favours such a course, gal opinion in many of the
er concluding my note i
Memorandum Y on this subject, I i .
Fully. oed i1 tA“.ay21m(;’nM’f;hiet }Lu;ll?lqry. dI have ,zone :gzhv:)? it(f'mﬁdcntml
position in India. On the questi air and complete staten pory cares
. . tion of th @ statement of the present
of the High Courts. how ques e federalization or  uhe presen
have expressed above: ever, 1 see no reason to modif provincialization
) ove. Most of the objecti nodify the opinion ti
of the High Courts are the objections raised t n that I
{ of an administrati o the centralizati
to me that it is impossi strative character i oo
; possible to surm er, and it does not set
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€ principle to th : any rate I should not
convenience and financial arr e considerations of admini o
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v . T Tcult
in the way of the necessary refo:;ln.presentmg 48y insurmountable (llrilfﬁ::;;:;
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(3) The Reserved Subj
to be under the control J:fc t:ile

namely, the Arm
P Y, and Forei :
transition, which should not be , e o

Governor-Gener
long or indeﬁnailte‘?n!y for tho period of

di 4
Istance of time, compatibly with the saf

efficiency of admin ety of the country and the
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The first 18 n those departme
sided over g;ouﬁg T.‘Inblgl C(’)rnhference aDpointc:;ts;l Sub-Committe
arrived was as follows:— The first resolution aTltwh?c)?r?;
*“ The Sub-Committ i
new politi ee consider that wi
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(a) * that immedi
, te steps be ;
of India . N a pa' taken to .

anization in the Indu}n Army tom;;?:eitwbsmntm"y the rate
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(b) ““ that in order to give effect to
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dates for commiuio:s ei::hest possible M!Sm)e:t braining college in India

college would An all arms of ¢h %, in order to train candi-
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% at present to Sandhurst gy RlinY © Indian State Forces.

- rat, Woolwich, l:dt(()lr:‘:lweglil“ible for admission

passed in order to give
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(¢ ¢ that in order to avoid delay the Government of India be in-
Committee of Experts both British and Indian

structed to set up
ates) to work out the details of

(including representatives of Indian St
the establishment of such a college.
The Sub-Committee also arrived at the following resolution:—

“ The Committee also recognise the great importance attached by
Indian thought to the reduction of the number oi British troops in
India to the lowest possible figure and consider that the question should
form the subject of carly expert investigation.”

The sixth paragraph of the Thomas Report is as follows:-—

« I agreeing to the foregoing recommendations the Committee were
unanimous in their view that the declaration must not be taken as a
mere pious expression of opinion, but that immediately the Conference
was concluded, steps shonld be taken to deal offectively with the
recommendations made.”

The last paragraph of the Report recognised the advisability of establishing
a Military Council including representatives of the Indian States.

100. After the Report of this ‘ommitiee the Government of India appointed
as known as the Indian Military College Com-
mittee, and which was composed of military officers and Indian non-officials
(including representatives of the Indian States), the (ommander-in-Chief
being the chairman of the Committee. This Committee submitted its Report
on 15th July, 1931, and as a result of its recommendations a college was
recently started at Pehradum, and it has been decided to Indianize two
divisions experimentally.

a commitlee in India which w

110. The Report of the Indian Military College Committee contains the
minutes of the various Indian members, and I would say that I am in general
agreement with the minute of Sir P. 8. Sivaswamy Aiver and Major-General
Raja Ganpat Rao Raghunath Rao Rajwade of Gwalior. At page 80 of the
Report they express themselves as follows:—

« Indians are quito alive to the neoessity for maintaining the efficiency
of the Army and to the importance of not imperilling the safety of
India. They are, however, naturally anxious to assume responsibility
for the control of the Army within a reasonable period. What then is
a reasonable period for the Indianization of the officers’ ranks? It has
bheen pointed out that even if British recruitment to the officers’ ranks
were stopped to-day it would take 35 years for the Army to be completely
Indianized. Thoe Shea Committee of 1922, which was appointed by Lord
Rawlinson, first recommended a period of 43 years hut on further con-
gideration submitted the shorter period of 30 years, which was
unanimously accepted by the Government of India as then constituted,
including Lord Rawlinson. The refusal of the military authorities and
the British Government to commit themselves to any indication of the
prohable period of Indianization, subject to the necessary conditions of
efliciency and tho availability of suitable candidates, is one which 1t 1s
impossible for Indians to appreciate. They refuse to contemplate the
contingency of India proving uncqual to the task of defending herself
within a reasonable period. That the country is now unable to defend
itself no one is concerned to deny. But we believe that, if the policy
of Indianization were gtarted in right earnest and carried out on sound
national lines, it should be possible for us to train ourselves to undertake
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the responsibility for defence within a period of something like 35 years.'
If the Empire had to face the danger of another world war on the same
scale as the Great War, there can be little doubt that England woul

be obliged to train India for her own defence within & much shorte!
period.” . :
111. While agreeing to the reservation of the Army and foreign nﬂ'mr's
Mr. Jayakar and I put forward certain definite views in regard to certair
matters connected with these reserved departments, and we submitted 2
memorandum which is printed at page 194 of the Indian edition.of the
Report of the Third Indian Round Table Conference. For the convenience o

the Joint Parliamentary Committee I would quote paragraphs 14-156 fron
that Memorandum,

““ We next come to the question of defence. We think that the smcoes
of the proposed constitution will be judged in India very largely hy the polic
which His Majesty’s Government will adopt towards def(?nce. We are of the
opinion that the Btatute or the Instrument of Instructions, if the la'tter i
to have a statutory basis, as we think it should have,'should recognise th
principle laid down in the Report of the Thomas Committee that the defenc:
of India should be to an increasing degree the concern of India, and not o
Great Britain alone. We also urge that consistently with this principle and
in order to implement the same, a duty should be cast on the Governor
General to take every step to Indianize the Army within the shortest possibl
period compatibly with the safety of the country and the efficiency of th
Army, This would, in our opinion, necessitato the preparation of a pro
gramme more or less on the lines of the Rawlinson and other Committees
Reports, to which attention was drawn during the deliberation of the Thoma
Committee on Defence. A definite time should be kept in view for thi

purpose, the duration of which should be adjusted according to the experione
gained.

*“ While during the period of transition, which we do not envisage to bo

1 will have the control of the Army and th
ote of the Legislature, we strongly urg

the adoption of the following proposals ; —

* (a) The Arm

y member, though appoeinted by the Governor-Geners
and responsible

to him, should be selected from among the members of th
Legislature representing British India and the Indian States. We thin
that this cannot be rogarded as an undue restriction of the discretio
of the Governor-General, as the Indian Legislature will consist of at leas
500 representatives, 'if not more, and it should not be difficult for th
Qovernor-General to find a suitable person out of so large a numbe
Such a member will carry great weight and influenco with the Tegislatur
and will act as a bridge between the Governor-General and the Logi:
]atu.re,‘ and will, in our opinion, be able to enlist the interest of th
Legislature in the Army much more effectively than an outsider. -Besid

it wi]'l enable members of the Legislature to acquire knowledge an
experience so that when the peri

od of transition ends and defence hs
to be transferred to Indian con

trol, the shoulders that will bear th
burden may be found prepared to take it up,

-." I must not be understo d to imp) g i
It might wen, g unde am{) imply that T agreo to the period of 35 year

Wwe must not lose sight of the ground alread

W
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ini 'l ultation
“(b) It is not enough, in our opinion, that thergb?ll} }:edcexf)é\:ce ion
between the Finance Department and those reispm'\sx ﬂe Ogtatute ,Or we
‘ should be made in the ¢
re urge that provision s N ' ute or the
.tlhe:ilflr:nont if Instiuctions placed on i statutory ba.sx.fs (:{; :ﬁxogg,irmv
gs)ve f(;r the appointment of a Committee (~<m.~'1stmg) o () the ';g my
f;l(fmh;-l‘- and such other representatives of the '.v\rmy ‘1 ; I““? e F;];“we
(;(;\'(‘l'l)l()l‘-G(‘,n(‘l':l] may appoint, and (2) The ]"rlmn .\11(!‘1;\. n‘rl;”t‘“m imance
Minister, and snch other members of the Iw-\iw‘r:xl n)’\t ]fml,m.l] S
Prime )finistor may appoint, to diseuss and :1rr1\'0_?t .m‘m.('h ge‘tt}pnl@“t
ment of the Army Budget. We are agreed thnj; i'mtmag ﬁ“al (iecision nt
the Governor-General should have power to arrive a
regards the budget. ‘ o N
¢ Tho Army estimates should, in cur opinion, be}pu.t 11n Qnid(.m]v
bl lgr)before the Legislature annually, and this should be indep 3
ocks s Legisl 3
of the consent of the Governor-General.

i 5 t of the limits of India
The lian Army should not be sent ou Ir
i:hf;fl)t rtlilbul(r"(;nwnt of the Tegislature for any purpose not directly
w § .
] me India.
sonnected with the defenco of - ' -
‘ “(e) The Army should be thrown open to all subjects of His Majesty,
et . : : ity.
irrespoctive of class, creed, or community . et
" t (‘f) We stronglvynrgc that a Commitice should he appt;;n;:tgnt“]oe: >
ing of British and Indian experis for further oxp)nrmgra bl to
th‘; reduction of military expenditure to a level as neal i‘(;n e here
hat oxisting before tho War. We are strongl_.v of the opin ! that there
; D‘ro(')am‘fm‘ further economy in Army _expendlture. W hllo.;:qemamg s
L? at the expenditurc on the Army isAm the natur:e pf anbl ihe e
ll fot 6f the country, we think it must be !1m\ted A e able
tmnscz;tw; yof tho people and the needs and requirements of the mors
(:1?1[()1 ;nzitel'ial progress of the people o.f the c;:\untry!;nd o enance of
) 5 cep,
¢ y urgo also that the expansion, upke ol
mi‘lit(-.(::\"z;h:)loli and colleges should be committed to the charge of
LNZiS]ﬂ’tllr& isi f His Majesty’'s Government on
hat the decision of Majest; . :
S tr(:]f“t}fe reduction of British troops in Iﬂ(]l:ﬁ.]“’hl(‘h (l);:
;he q?:lsm::ounds cannot bo postponed much longer, will soon
nanc >

unced.”’ ) g «
e I 38 of tho Introduction to the White Paper provides th;‘lfm fhh:
Pamgra]"; framed by the Finance Minister in {‘nﬂsu]tatmnh th his
Budget will iowit(h the Governor-General. The decision as tol'ti ;*‘AlP‘I" of
ool‘len.p;ll(‘,s ane, ed for the Reserved Departments :md- for the v(]lxcfl.xrg o
Pr”lt’mns-r“qm;'etl o Crown, in relation to the Indian States, will, of con N
the functions b (; vernor-(’}enernl on his own responsibility, ﬂ".)“ﬂh h‘“ w
be tak.ex_l by t[l)w };:; Instrument of Instructions to consult his Mm;stlgrs
be enjoined by h decision on approprintions for the Department o te:
before’renchl_?glﬂny rec,in,t(- the value of consultatnon.s‘on t_he.hnes sugges d
fence.” Whilo n{:{;d ahove, I feel that this provision 18 madeqmi:f an
in the extract ]quo\ntcd by a further provision to the effect thatl u:]m;;
should bo supp Om?tion the representatives of the Governor-Genera “an ot
the period of tmnsnmot’lt appointed by the Federal Minister s.ha meed
the Foderal Gover nd if possible to agree upon Defence Expend‘lture.‘a.n
together to discuss n me to any agreement, the Governor-General's decision
that if they fail t;:. comny ohviate a resort to the procedure laid down in
shall be ﬁn;;'of'ru:: Introduction to the White Paper, which is very much
paragrap
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similar to t}.xe present procedure of certification. Y do not think an arrange-
ment of this character can really have the effect of dividing the respon-
sibility of the Governor-General for defence, as his decision will in any
case be fma}. It will in my opinion materially tend to foster an element
of compromise and co-operation between the two sides of the Government
:n;lm:: tl::) exten:i, at any rate,d to w(}xich the Federal Government will be
y any decisions regardin i i
ik o ze“ cis oounte%l npos. efence expenditure the Legislature's

112. As regards the other suggestions made in joi
s L the joint
of Mr. Jayakar ay]q myself, from which I have quoted ibove mIele:nendl'ltnl:
regret that no decisions have been arrived at or at any rate x;nnmlncedm
Although the White Paper does not deal specifically with such quesiion

ndum, yet T am hound to say

that we look upon the entire question of the constitution as a single whols

including questions relating to Defence.

g

Fore1GN Arrains,

113. As regards Foreign Affairs it was
su

of the Round Table Conference that ther

under the domain of Foreign Affairs such as the appointment of commer-

cial agents, consuls, trading agent i i i
to the Federal Gov’ernmentgntgthes,st?lr;g. which might ensily bo transforeed

Questions relating to tariffs o iti

ons r the position i

;;e_slo intimately connected at timgs with ‘)If"olrn(:;l

ﬁnglsi t:te‘ll;ea ;stgltogether excluded from discussing Foreign Affairs, it might

find itself at imes unable to deal with those questions. Indian o,piniongi!

Pt Over(sr;z\;vn,lvory'rrtl'uc? fmtcrested in tariffs, and the position of

] - In point of fact such ti i i

x int ' questions can ho discusse

egislature under the existing Constitution, and it would lm";:nu::(;]o;:lin?g:

a distinct set-back if a d: i
Constitmpion ek if o b:sc:s;lion of them was barred out under the new

and war between one count
footing. bug 1t oo ¢ ml; ?h aand another were treated on a soparate

: t to lay d L

effect . . y down a general i

et cnat the discunion of Foreign Affirs will bo abaolutely ouiside the

affect its ‘utility. » 18 10 impose & serious disability on it, and to
therefore suggest that the Legi

during the transitory period, fr?)m ng(llailszt‘.lus:?onshould not bo barred, even

coming under the general phrase *“ Foroign M‘f:itr:e’?“ of certain questions

geested by some of the members
e were ccertain matters which came

ans in fprcign countries
gn Affairs, that if the

INpia’s Posr
TION IN THE Leagure
or NaTIONs anp Hi !
o CoMum
APPOINTMENT. 18stoNBR'S

114. 1 wm:ilfl urge that the whole subject
ol dissected. Take for instance the
t 1 India and other countries
w y the .'FOQQII. Government, pos

of foreign affnirs requires to
question of commercial treaties
Tl}ere does not acem to be any reason
» Possessing fiscal autonomy, should not be

L N S

flerent thing if questiony relating to peace -
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at liberty to cnter into commercial treaties and agrecments with other
countries. Another illustration is furnished by the manuer in which India
is at present represented at the League of Nations, of which she is an
original member, and at the other international Conferences. The repre-
sentatives are appointed by the Governor-General in consultation with the
Sceretary of State. 1t is only during the Jast 4 or 5 yeurs that the Govern-
ment of India have been deputing one of their members.  If would be
most inconsistent with the dignity of the Federal Government and its
credit with, and status in international gatherings if it were not represented
by men appointed by the Federal Government itself.

115. Lastly I may point out that the White Paper says nothing as to
how the High Commissioner is to be appointed in the future. At present
his appointment is regulated by Section 20A of the Government of In@la
Act, and powers are delegated to him by the Secretary of State for India,
or the Secrctary of State in Council, in relation to making contracts.
The High Commissioner’s position is in certain respects senn<diplomatic.
In tho constitution for the Dominions there is no provision for the appoint-
ment of High Commissioners for the very obvious reason that their govern-
ments have the right of appointing their High Commissioners. If the
omission in the White Paper to deal with this matter implies that in future
tho High Commissioner will be appointed hy the Governor-General on'the
advice of his ministers, then 1 have no criticism to offer; I am only anxious
that the High Commissioner, should in future owe his appointment to the
Government of India, and that his powers and duties should be similar
to those of the High Commissioners of the Dominions.

116. In answer to s gquestion put by me, Sir Samuel Hoare made the
following statement in the course of his evidence. * ln the case of the
Reserved Departments taking in particular by far the most important case,
the case of Indian Defence, 1 have always thought that the problem of
Indian Defence depends, to a great extent upon the Indianization of Indian
defence, and there we are embarking upon a programme of gradul quian-
ization. As the defence of India becomes Indianized, so tl?e particular
justification for the reservation of n defence Department will more and
more cease to exist, and the solution, thercfore, of the reservation of
Jdefence, subject always to the rights of the Princes under the Treaties,
will depend, to a great extent, upon the progress of the Indianization of

defence.”’
Ho further added that the transfer of defence could only be cffected

by an Act of Parliament.

Now whilo 1 approcint,e the epirit in 'which Sir Samuel Hoare quc this
gtatemment cannot help feeling t}_mt. in 'the absence of any definite and
steadily growing programme of Indianization, _the transter of the cou_trol ot
defence to the Indian Ingi&la@ure must (}ont.mue to he n_m;\ttc.r for an
uncertain future. This is precisely the _ongct;on which Indian opinion has
to o policy of an uncertain character which is incapable of being interpreted
in items of a foreseeable future and _w=lnch_must tl{erefore have the effect
of keeping India on a lower plane of its political existence and status than

that occupied by any other Dominion.
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ProvisioNn ror THE Growrn oF THR CONBTITUTION.

117. Sir Sanduel Hoare has developed this point in the course of his
evidence on two or three occasions. At ono place he states as follows:—
““I should have thought the whole basis of these proposals was &
basis of development. What I imagine, anyhow what 1 hope will
happen, will be that the two sides of the Government will work closely
and sympathetically together, that year by year the Governor-General
and the Governor will have less and less reason to intervene in the field
of his special responsibilities, owing to the fact that the Ministries
themselves will be ensuring that the rights contemplated in the field of
special responsibilities are safeguarded, and that, just as in other parts
of the Empire, as the Governments develop, so powers of that kind
fall into desuetude, not because the powers are unecessary, hut because
the Ministries themselves carry those powers into effect, and 1 hope
and believe that that is what is going to happen in India. In course
of time, other Acts of Parliament will be necessary, moro to recognise
o state of affairs that is in existence than to make actually new changes.
That is the way I hope and believe the kind of Constitiution that we
are discussing is going to work in the case of India.”

I have quoted this very important statement of Bir Samuel Hoare to

show that he is very naturally laying stress upon the organic growth of
the constitution, but I venture to point out that when the statute itself
reserves certain departments, and places responsibility for their administra-
tion on the Governor-General, no constitutional developments short of an
smending Act by Parliament can at any time shift

18T the centre of respon-
sibility. from the Governor-General to the Legislature.

ConstituTionar, Position oF INp1a wrtniN TR Britism COMMONWEALTH
or NaTioNs.

118. The last essential element of the constitution which is referred to in
Paragraph 2 of this memorandum, relates to the constitutional position of
!ndla within the British Commonwealth of Nations, and the neccssity for
its declar_ation in the Statute. The preamble of the Government of India
Act Provides that *‘ it is the declared policy of Parliament to provide for
the 1ncreasing association of Indians with every branch of Indian admini-
stration, and for the gradual development of self-government, with a view
to the progressive realisation of responsible government in British India

8s an integral part.of the Empire.” It then says that * this policy can
be achieved by successive stages ’'

, and reserves the right of determining
the time and manner of each advance, to Parlinment. The action of
Parl'mment, according to the preamble must be guided by the co-operation .
received from those upon whom new opportunities of service nre conferred,
and by tho extent to which it is found that confidence can he reposed in
t'helr. sense of responsibility. Bection 84A of the same Act provides for the
&ppointment of a Statutory Commission at the expiration of 10 years, from
the date of the Act, for making enquiries into *‘ the working of the system
_of Goyernment, the growth of education, and the development of repre-
sentative institutions in British India, and matters connected therewith.”
" The Commission was to report as to whether and to what extent ‘' it is
~desirable to establish the princi

. ple of responsible government, or to extend
3 or}}}o&?‘f}‘hﬂ“w!““i“ the degree of respomsible wovernmant than avisting,
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118, Th .
e last essential element of the constitution which is referred to in

paragraph i
[ndiE mli)thi: otfh:h]l; .l;)_e;ln orandum, relates to the constitutional position of
its declaration tll;l 1§t Commonwealth of Nations, and the necessity for
Act provides that “qt tatute. The preamble of the Government of India
the increasing a. 'lt' is the declared policy of Parliament to provide for
stration andgf Ssﬁzﬁla ion of Indians with every branch of Indian admini-
fo the progre or the gradual development of self-government, with a view
ogressive realisation of responsible government in ,British India

8s ‘an integral part,of the Empire.”
be achieved by successive stagé:l;?' It then says that *this policy can

the tirt and reserves the ri ini

Parliézgn: n:coxg:c? ner of gach advance, to Pﬂrliamegght o{hget::;?;;m;%
received from thoseml;g :;.o th}? preamble must be guided by the- co-operation
and by the extent top ril'w om new opportunities of service are conferred,
their sense of re .b"?l_mh 1t is found that confidence can be reposed in
appointment of :psozs:; L8y Sech,on_ 84A of the same Act provides for the
the date of the Act atutory Commission at the expiration of 10 years, from
of Government t‘;l, for making enquiries into * the working of the system
lentati#e'instit,ut' o OWth' 9f educf‘t“m, and the development of repre-
:§he_ Oommission‘l\::: :’n British India, and matters connected therewith.”
desirable to establish tlge report as to whether and to what extent ‘it is
OF T06dif® o -rastrirt, th principle of responsible government, or to extend

e dogree of responsible government then existing

ON INDIAN CONSTITUTIONAL REFORM 299

16° Novembris, 1933.] MEMORANDUM [Continued.
BY Sir Tes Bamaoor Sarru, K.C.S.1.

therein, including the question whether the establishment of Second
Chambers is or is not desirable.”” By an amendment of the Statute,
guthorising Parliament to establish such a Commission before the expiry
of 10 years, Parliament appointed the Commission in 1927 which was
presided over by Sir John Simon. This Commission visited India twice
between 1928-1929. Meanwhile considerable doubt had been raised in India
as to the meaning of the preamble quoted above, and as to the aim and
objective of Parliament. Indeed it had been suggested authoritatively in
the Legislative Assembly that what Parliament intended to give India in
course of time, was Responsible Government, and not Dominion Status.
During the summer of 1929, His Excellency, Lord Irwin, who was then the
Viceroy of India, paid a visit to England. Upon his return to India, he -
made a public announcement on 81st October, 1929. ** With the full consent
of the Chairman of the Statutory Commission His Majesty’s Government
had decided to call a Round Table Conference consisting of ‘ representa-
tives of different parts and interests of British India and representatives
of tho Indian States’ for the purposes of conference and discussion in
regard both to the British Indian and All-Indian problems’. In the
course of his announcement FLord Irwin referred to the goal of British
policy as stated in the declaration of August, 1917, and pointed out that
his own Instrument of Instructions from the Kinz-Emperor expressly stated
that “ it is His Majesty's will and pleasure that the plan laid down by
Parliament in 1919 should be the means by which British-India may
attain its due place among his Dominions.” * The Ministers of the Crown,
moreover, have more than once publicly declared that it is the desire of
the British Government that India should, in the fullness of time, take
her place in the Empire in egual partnership with the Dominions. But
in view of the doubts which have been expressed hoth in Great Britain
and India regarding the interpretation to be placed on the intentions of
the British Government in enacting the statute of 1919, I am authorised
on behalf of His Majesty’s Government to state clearly that in their judg-
ment it is implicit in the Declaration of 1917, that the natural issue of
India’s Constitutional progress as there contemplated is the attainment of
Dominion Status.’’* This Declaration created a very considerable impres-
sion in India at that time, but unfortunately certain speeches delivered
during the debate which took place within a few days of it in Parliament,
again caused a great deal of anxiety in India. Mr. Baldwin himself .
expressed his anxiety over the terms Dominion Status, but _he went on
to say, ‘‘ when gelf-government or responsible government In India is
obtained, what is to be the position of India in the Empire? None can say

“when Responsible Government will be established, or what shape it will -

take. These things will be determined by forces we coulc_l not control,
British Indian, and world forces. Could there be any doubt in any quarter
of the House that the position of India with full Responsible Government
in the Empire, whatever form it may take, must be one of equality with
other States in the Empire? . :

« Nobody knows what Dominion Status would be when India has
Responsible Gov'ernment, whether the dgte would be near or distant. No
one dreamt of a gelf-governing India without a self-governing status. No
Indian dreamt of an Indis with an inferior status because that Yvould mean
we had failed in our work in India. No Tory Party, with which he (sic)
was connected would fail in sympathy and endeavour to help in our time

* The italics are mine.
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to the uttermost extent of our ability in the solution of the great political
.problem which lay before us to-day.” (Hansard, November, 1929.)

119. I am not however overlooking the fact that at that time some
correspondence passed between the Prime Minister and Mr. Baldwin, who
was then the Leader of the Opposition, but all that that correspondence
came to, was, as pointed out by Mr. Wedgwood Benn, in his speech in the
debate in the House of Commons, on 18th December, 1929, that so far as
the Statute was concerned there was no change, but that there was. of
course the change in procedure. Of course the Statute stands, but with it
must be taken the interpretation put on it by Lord Irwin with the authority

of His Majesty’s Government. I submit it constitutes a definite pledge
and India is entitled to take her stand on it.

120. The circumstances under which the first Round Table Conference

was held in England are well-known to the Joint Parliamentary. Committee, ’

but I would draw attention at this stage to the entire declaration of His

Majesty’s Government made at the conclusion of the first Round Table
Conference.

I shall in particular quote the following passages from that
declaration : —

““The view of His Majesty’s Government is that responsibility for
the government of India should be laid upon Legislatures, Central and
Provincial, with such provisions as may be necessary to guarantee,
during a period of transition, the observance of certain obligations and
to meet other special circumstances and also with such guarantees as
are requiréd by minorities to protect their political liberties and rights.

‘ In such statutory safeguards as may be made for meeting the needs

of the transitional period, it will be a primary concern of His Majesty's .

Government to see that the reserved powers are so framed and exercised

as not to prejudice the advance of India through the new constitution

tq full responsibility for her own government,

4 His Majest){’s Government has taken note of the fact that the delibera-
tions of the Conference have proceeded on the basis, accepted by all parties,
-, that the Central Government should be a Federation of All-India, embracing

both the Indian States and British India, in a bi-cameral legislature. The

precise form and structure of the new Federal Government must be defer-
mined after further discussion with the Princes and representatives of British
India. The range of subjects to be committed to it will also require further
discussion, because the Federal Government will have authority only in such
matters concerning the States as will be ceded by their Rulers in agreements
made by them on entering into Federation. The connection of the States
. with the Federation will remain subject to the basic principle that in regard
to all matters not ceded by them to the Federation their relations will be
with the Crown acting through the agency of the Viceroy.

“ With a Legislature constituted on a federal hasis, His Majesty's Govern-

ment will be prepared to recognisethe principle of the responsibility of the
Executive to the Legislature. )

»

‘* Under existing conditions the subjects of Defence and External Affairs
will be ; &-40'thie, Governor-Genera), and arrangements will he made o
place 11 hisshandy the -Powers necessary for the administration of those sub-
jepts: Moraover, as the Governor-General must, as a last resort, be able in
ﬁ emergency to maintaim. the tranquillity of the State, and must similarly

o-tegponsible for the obserrapce of the constitutional rights of Minorities,
’h{ mustbe granted thg necessary powers for these purposes.

-
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“ As regards finance, the transfer of financial responsibility must neces-
sarily be subject to such conditions as will ensure the fulfilment of the obliga-
tions incurred under the authority of the Secretary of State for India and
the maintenance unimpaired of the financial stability and credit of India.
The Report of the Federal Structure Committee indicates some ways of deal-
ing with this subject, including a Reserve Bank, the service of loans, and
the Exchange policy, which, in the view of His Majesty’s Government, will
have to be provided for somehow in the new constitution, It is of vital
interest to all parties in India to accept these provisions, to maintain finan-
cial confidence. Subject to these provisions the Indian Government would

have full financial responsibility for the methods of raising revenue and for
the control of expenditure on non-reserved services.”

Tn winding up the proceedings the Prime Minister spoke as follows:—

“ Finally Y hope, and I trust, and I pray, that by our labours to-
gether India will come to possess the only thing which she now lacks to
give her the status of a Dominion amongst the British Commonwealth
of Nations—what she now lacks for that—the vespousibilities, and the

cares, the burdens and the difficulties, but the pride and the honour of
responsible self-government.”’

121. In consequence, a White Paper was presented to Parliament and a
motion was put forward which was carried. The first Round Table Confer-
ence was followed by a second, which was held from 17th September to 1lst
December, 1931. At the plenary session held on 1st September, 1931, the

Prime Minister repeated the salient sentences of the Declaration made by the
first Round Table Conference, and went on to observe as follows:—

“ With reference to Central Government T made it plain that, subject
tq defined conditions, His Majesty’s Government were prepared to recog-
nise the principle of the responsibility of the Executive to the Legisla-
ture, if both were constituted on an All-India Federal basis. The prin-
ciple of responsibility was to be subject to tbe gqualification -that, in
existing circumstances, the Defence and external affairs must be reserved
to the Governor-General, and that in regard to finance such oo_ndmons
must apply as would ensure the fulfilment of the obligations incurred
under the authority of the Secretary of State, and the maintenance
unimpaired of the financial stability and credit of India?”

122. There was again a White Paper presented, and again a debate took
place in Parliament. The important point to note is that the policy of the
Labour Government initiated at the first Round Table Conference was en-
dorsed by the new National Government which comprised all political parties

_in England. The second Round Table Conference decided to set up certain

committees to examine certain questions, such as Federal finance, the repre-
sentation of the Indian States, and Franchise. These Committees went out
to India; worked for several months, and submitted their reports. Then

came the third Round Table Conference held last year, which submitted its
report after carefully investigating certain details.

It will thus appear that the process of examination has already covered
a considerable time both in India and England, and i
apnxiously awaited in India.

R, |
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- PROGRESS BY SUCCESSIVE STAGES.

123. It might be urged that the preamble of the Government of India Act,-

1919, provides for an advance by successive stages, and that it dqes not
commit Parliament to a pledge of Dominion Status in favour of India. As
regards the successive stages, I submit that India has already cov?red 8
number of these stages, and indeed the constitution foreshadowed in the
White Paper also represents a stage, which I hope will be treated
‘a3 a penultimate stage, the final being reached when _responsible
government will be completed by the transfer of the control of defence
_and foreign affairs to the Federal Legislature. In a speech which Lprd
Chelmsford delivered in 1921 to the Indian Legislature when his Royal ngh-
. ness the Duke of Connadght performed the opening ceremony of the Legis-
lature, his Lordship reviewed the entire history of constitutional develop-
ment in India, which, he said, fell into certain well-defined stages. The
first of these, according to him, terminated in the Act of 1861; the second
with the Act of 1892. The third stage was associated with the names 'of
Lords Morely and Minto, and the fourth stage opened in 1921 with the in-
auguration of the constitution associated with the names of Mr. Montagu
and Lord Chelmsford himself. In concluding his speech, Lord Chelmsford
said that * a continuous thread of action links together the Act of 1861 and
the Declaration of August, 1917. In the last analysis the latter is only the
most recent and most memorable manifestation of a tendency that has been
operative throughout British rule. But there are changes of degree so great
a8 to be changes of kind, and this is one of them. For the first time the
principle of autocracy, which had not wholly been discarded in all earlier
. reforms, was definitely abandoned ; the conception of the British Government
as a benevolent despotism, was finally renounced, and in its place was sub-
stituted that of a guiding authority whose role it would be to assist the steps
of India along the road that, in the fullness of time, would lead to. complete
_self-government.* In the interval required for the accomplishment of this
task, certain powers of supervision, and, if need be, for intervention, would
be retained, and substantial steps towards redeeming the pledges of the
Government, were to be taken at the earliest possible moment.”’

124. More than 12 years have elapsed since Lord Chelmsford spoke thus,
and I submit that, having regard to the stages through which India has
already passed, to the new consciousness in the country and to the change

in the outlook of the peuple to which distinguished administrators like ,

, Bir Charles Innes and Sir John Thompson, who were in India until a few
- months ago, have borne testimony, any further prolongation of the stages
. or” periods of probation can only result in diverting the attention and
, engrgy of the people of India from fruitful constructive channels, to
agitation, struggle, dissipation of energies and increasing estrangement
between the Government and the people. Tt would be disastrous if the
next stage was to be that of advance in the provinces and the centre was

left unchanged. “As I have indicated above, the constitution must cover -

both the provinces and the centre, if it is to inspire the people with
a sense of hope and to make them realise their own responsibility for
their futurd:’ “Fdrther, it will not be enough, in my opinion, to provide
in a single ‘Act for the Constitution of the Provinces and the Centre, and
.then to keep the part dealing with the Centre in suspense for an indefinite
-or undefined period of time. It would be as unfortunate in the interests
gog the country, to take a course of this character, as it would be impossible

L

* [l"he italics are mine.
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vast country 1t that t’he constitution should come into operation s):))e ai

sho:ﬁ, i’ Zi%r%i:s are concerned towards the end of 1934, and every attemp

as e I

hould be made to make the constitution at the Centre function a year
shou e

later.
i -ation, therefore, depend
inauguration of the Federation, )
125. To ;n?ﬁkl(:netll;e o; ce%tain financial pre-requisites a'bou't W}ECh e\:(}a:;
:}?on(}ttrl:rnr‘rlxent cannot speak with any degree of certainty, and on
e Go

in number of Princes to acce:de,
preparedqess e ﬂ:xe I;;I;:evzfr, afee(:ir::ore sure, 1s to involve the copstltu-
a.bo ub thhlon%;rrlxtze’ in great uncertainty. 1 would, therefore, relter;:te
tion. as 49 t'le time limit should be fixed and power taken to exten(.l t :;,:‘.
that a certain o in case of proved necessity. It should. not be difficult
time by a year 011; ?nces to come into the Federation within a year or fsf;
for the Inies rof the Act, during which time the prehr_mn'ar).' detmd
ATy Iiasst‘lflugmentss of Accession could be settled. But if 1b 18 tfotl;r’;e
als)s:{)utzlllye n::csessary to extend the time, power should be taken by sta
a

to do so by proclamation.

9 of the Introduction says:— .

Pal'a‘%féﬂ’l; 352it3ation should arise in which all other ;ef(i;u(;rerir;ex:,:d f(:)
the inauguration of the Federation having b}«leenRsezZ;sv ee },Bank .
far proved impossible successfully tgAstart the e rex,lder by
financial economic Or political conditions were such S ements
imp icable to start the new Federal and Provincia e
B

< . . : 1 C ;
position and de;ermiln:su:l theIfhgl}ll;'f c:)rtunately, o reconsi deﬁ“‘f“;g

bocam sxlll::els(:arye ]gis Maj'esty’s Government are pledged to call n
B:fl?g':nce represéntatives of Indian opln}on‘. o iament
it that by the time the Bill is introduced into. eit meR

e s'ubml‘h uld become still more clear to the Govern_:;lin oo

e Do Do ible for them to set up the Federation l.v(;qf A
whether it 18 DOSS of the Act. If the Government shou d'ee at it
or so of _the pas(simgso they should lose Do time 1n taking Itr‘; flx]nn:)pto on
i imposglble tf(‘:der?ce :md taking sudh steps as mlg:t‘ Sé’e“;r Iendeed 1
into their con toblich responsible governmen? at the Cen ei.-, e Ind’ia,n
necessa:y fxgeeswillmether Government should nt?t ha:ie; . nowIt aise 1 Indian
m not ® i contingen . :
zpinion into conf}dencg trez%ﬁfid‘lngfe ‘;h?iemy Tty o a7 that, £ nt thab
lear on S8 Pombi’lity is ruled out for British India, and ouly a

f i i i i tisfy
i ta.bhshed it will be dxﬁicult to sa y

1 [ Government 1S es )

1-esponswe form

i le.

; ini enlist co-operation on a large sca .
Indian opinion and ards the extracts 1 have quoted in the gre((:ledln%
127. Lastly, a8 J;g <peeches of Lord Irwin and Lord Chelms ox(*l ﬁa};e
paragraphs from e‘r,hep all justify me in holding that there are defini °
i Mll?mtell" dia ycan take ber stand. But perhaps what is fmo}?
Pl*;dgz? on Z'i,’:’cﬁoygl Message to India at the time of the opening of the

valuable is .
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existing Legislature In the message o

; . . ssage of the King Emperor, which was
‘ delivered in 1921, we have the most direct and 1l ance 1'cv

e os Tollom nd clear assurance given to

‘“ For years, it may be for generatio ioti
g:;?n ;lii::gasmzf oé Swa.raj.fo_r their Moth:i’lag?lfrmt'll‘f)-gs;l ]t;ialhlndians
g ‘forwara] within my Ex'npire', and widest scoy i e
portt progress to the liberty which Pe hd ?.rr_l.ple
et 1ch my other Dominions
128, To argue at this distance i

N i of time

{r:e;aelgl;lecaémlt)z)e (I))f Jr)h_e‘Government of India Act only, and that it
roferenice to I qn}clmon Stapus, tf_hat the declaration made l]a m\??{es oo
e firume a,n(linltsh e;:st l;)f His Majesty’s Government are not l})’ind'memya
b pomaent and toa 1ose pledges were conditional pledges and ¢ X{ldg on
Sy iven cffect & uniess those conditions were fulfilled in the inutest
dotas ’honestl : ]_glve a rude shoqk to the faith of those I d'mmuteSt
e dobr?n : gleveq in the rez_ll_lsatlon of India’s destin T who
governing don nion wx'thm the British Commonwealth of N ‘Z oS sel.f-
o remote interunc:zfiaxp future, but in the near future ?D}l:ms’ o
unnecessary dell;,;e. l;ﬂrt?lexg'eni;)ool:ls :ﬁieritf imd carried .out W?iiogzledf;;

. . ’

_submit, will depend the justification of thzilﬁzzztizfltit)}:lo:f nxl)ligggs, v
e s of

co-operation, without which th,
have been i;n'possible. the three Round Table Conferences would

129. The constitutional positi
o position, therefore, of Indi . i
e dex;tii]yt?sat;; ;Egetomgz beIno f;llrther dif’ferences lgf sg;iun]ﬁmb?asd:ﬁmtfl{
b e. In other words, it ® itall
ofcﬁl:::g v:iliittltgeo:}?::tgum?q itself should prossi‘iirgs ff)(:- I?:d?::’ > wt?‘l:y
1 ominions, a i % poaua WY
an Act of Parliament complete fe'sﬁon:ils)i):ng::e::;u::table t0 st up under

that Parliament is bound by _

" excluded area. Proposals 108,

. certain rights whi
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APPENDIX A.

MEMORANDUM ON THE SPECIAL Powgrs oF THE GOVERNOR
py Siz TEs BAHADUR SAPRU.

1. The proposals in the White Paper which deal with the special responsi-
bilities or powers of the Governor are as follows:—

Nos. 70, 71 at pages 55-56.
Nos. 92-94 at pages 61-62.
Nos. 103, 104 at pages 64-85.

No. 105 at page 65.
For the sake of convenience, the items in proposal No. 70 may be examined

in the reverse order. )
2. Clause (9) deals with the special responsibility of the Governor in
respect of securing the execution of orders lawfully issued by the Governor-

General, The orders of the Governor-General contemplated in this clause
were ,explained by Sir Samuel Hoare to mean those orders which the
Governor-General will have to issue in the discharge of his special responsi-
pilities. 1f certain special responsibilities are placed on the Governor-
General, it is obvious that there must be some machinery available for the
carrying out of orders which he may pass in the discharge of these responsi-
bilities. For the carrying out of such orders the Governor is obviously the
best instrument or agent. Clause (g), therefore, is obviously a provision
of a consequential nature, and cannot be taken exception to in the circum-
stances.

3. Clause (f) deals with the Governor’s special responsibilities in respect
of administration of areas declared in accordance with provisions in that
behalf to be -partially excluded areas. This must be read with the sub-
stantive proposal No. 106 at page 66, which provides that His Majesty
will be empowered to direct by Order in Council that any area within a
province is to be an excluded arca and by subsequent Orders in Council
to remove or vary any such order. Under proposal No. 107 in respect
of partiplly excluded areas the Governor will be declared to have a special
responsibility. The Governor will himself direct and control the adminis-
tration of any area in a province declared, for the time being, to be an
109, at page 66 relate to legislation for the
Coming back to proposal No. 70, it is a question of policy,
pinion is permissible, as to whether there should
If, however, there are to be excluded areas, it is
clear that somebody must be responsible for their administration, and the
Governor is obviously the person on whom this responsibility can be placed.
What is, however, necessary is that the excluded areas with their limits and
extent must be ascertained, and the Indian Delegation should be given a
chance of discussing this question in its entirety. .

4. Clause (c) relates to the special responsibility of the Governor in respect
of “ the protection of the rights of an Indian state.”’ 1t is obvious that
this clause cannot relate to thoso tights of the Indian States, infringement
of which tan be actionable pefore the Federal Court, at the instance of
the Federal unit concerned. It apparently relates to the infringement of
ch the Indian States possess under their treaties, or hy
lationship with the Crown. Take for instance the case
district in the neighbourhood of an Indian State, where
a movement has been started for the overthrow of the government in
that, state, or the ruling dynasty of that state. In a matter of this character
the Indian state cannot geb any relief from the Federal Court. It can
only approach the representative of the Crown to protect it against an

excluded areas.
on which difference of o
bo any excluded areas.

virtue of their re
of a British-1ndian
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_ respect of commercial discrimination.
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 tion of a discriminatory ch

. may also, it is feared, tend

" to above, it will be seen that prop

. purposes of trade or business

~any Indian subject of His M

will not agree to

) . the cla
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"

attempted i !

apply to a:e;’gliz::i):no;h% 1:ubversive movement. This, of course, will nob

of the administration of 11;(1:19 ]sltl',:{e parIféagﬁ' of ihe character of the’ e
. is view of the matter and if this

interpretation of
et g Clause (e) are correct, this clause cannot be taken

5. Clau '
se (d) relates to the apecial responsibility of the Governor in
In order to appreciate the full
ade to proposal 122 on page 70.
T clause providing against legislation
party. Its chai fe'encee&)rtvhvivgﬁ g}f&wé] O o 1b v o
. ¢ e
not that it sh:;{én i{: was the late Pundit Motilal Neﬁ);:xg res’is[‘lhvgai)o?nsto iz ’
open T'l"‘the legislature of the future to pass legisla-
that character should be ‘NCte}': but whether relief from legislation of
the Governor. In the i sought in the Federal Court or at the hands of
desirable that the hlnterests of the Europeans-themselves, it is far more
directly, in the 1):,93 ould seek their remedy in such a case, openly and
the province and g l?r:;l Coprf,, rather than approach the ’Golzrern{)r of
The decision given bs -~ for his executive and administrative intervention
i ¥ an independent tribunal will naturally have greatex:
tt}alcxsll%n of a Governor. By approaching a
) Govz uropean commercial community will
ato co’}'&qr to severe criticism, and may bring
may , i to e klct with public opinion. Such action
o e Ministers, and may easily b en the authority and responsibility
tween the Ministers y be a fruitful source of misunderstandin
and the Governor. If any legislation is p:ssed b% *

any legislature whi
which its validity can be tes::d .1sAale)parently RS ek

wh . . - L
rises or is threatened no doubt the ng ol terim wrong or injuey

of issui -
Issuing temporary injunctions.

significance of it refere

: nce shoul
Tgle Ne.hru. Cgmmlttee Report al:odhalj; .
of a discriminatory character. Y

themselves and the Governor i

ederal Court will possess the power
o(szz(m)lmi;% to proposals 122, 123, refert:ed
osnl 122 givc proction o any Bridsh
purpos Fon: part of the British Empire for the
rom South Africa or K e @ Dritish subject coming into
proposal 122, while a mrok enya can claim the protection formulated i ’
Africa or Kenga een o ritish-Indian subject going to, or living i aS 1171!:
parts of the Buapios TIB;S & matter of right claim equa’a,l trea.tm?egnt,u'l t(;xu '
Round Table Confer;,n e whole basis of the settlement arrived tm t 'l(:)l:e
India, that is gy on €, Was reciprocity between the United Ki gdom and
y, if the laws of England do not discriminl:t%qf;aia:si
ajesi.:y in respect of his carrying on of trade
rty in England, the laws of India too should
yI person belonging to the United Kingdom
ndia. Proposal 122 therefore goes beyond
aasn‘:vgrslg*ht, but in any case Indian opinion
ectl t1118 drafted. If clause 122 affords pro-
hoc ,U hen th.e provisions for the benefit of
nited Kingdom such as are contained in

subject: coming into India from a

or business, or holdi
K3 . 13 ln
not ('ilgcnl,nmate agaignsI;;mal,’:
:;ercmmg similar rights in
© agreement. ,Probably it is

1

oy;l lgnngctessa,ry. Lastly the provisions as to

: ooud not prevent Indian legislatures and -

foularly thos aging, and subsidising indigenous indus- :
ch may partake of the character of key ~

0. . A
mmercial digerimination sh

Govern
o iments from fostering,

industrios.

Y
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he special responsibilities of the Governor in
respect of the securing to the members of the Public Services, of any
rights provided for them by the Constitution, and the safeguarding of their
legitimate interests. So far as the Public Services are concerned, it is
only fair that they should receive the most ahbsolute protection in respect
of their Salaries, allowances, emoluments, and pensions, and all other rights
which may be guaranteed to them by the Constitution. But the character
and extent of those rights must be carefully defined. Proposals 182-201
deal with various matters relating to the Public Services at pages 82-86.
Appendix 7 (Part 1) pages 120-122, gives a list of the principal existing
rights of officers appointed by the Secretary of State in Council.
Appendix 7 (Part 2) page 121, gives a list of the principal existing rights
of officers appointed by an authority other than the Secretary of State in

Council.

Appendix 7 (Part 3) page 122, deals with the question of the non-votable
salaries of certain classes of Public Servants. These various provisions must
be carefully examined. There are some rights of the Public Services, de-
tailed in these Appendices to which no exception can be taken, there are

The point is that such rights

others, however, which are open to objection. The f
as are guaranteed to the Services by the Constitution should be protected,
and if that is accepted then the protective authority must be the Governor.

In this connection it should be necessary also to discuss the functions of the
Public Services Commission, and its relation to the Governor. The wpr:ds in
Clause (¢) namely * vis-a-vis ' the safeguarding of their *f leg§t1.mate
interests '’ are, however, wide and indefinite. If the phrase # legitimate
interests '’ means the same thing as rights provided for by the Constitution,
then it is redundant and may create trouble. 1If, however, that expression
means something more than the rights provided for by the Constitution then
the Delegation should be told what exactly it means. To place such large
and vague powers in the hands of the Governor, is apt to give rise to 2

great deal of conflict between the legislature and the cabinet of the future

on the one side,  and the Governor on the other. Instead of strengthening
the position of the Public Services, and placing their relations with public
opinion on a satisfactory footing, provision of this character would weaken
their position vis-a-vis public opinion. Tt must be borne in mind that if
the Public Services in England do not come in for public criticism, it is
because public opinion holds the Government responsible for anything that

goes wrong, or is supposed to go wrong. On the other hand in India the
Public Services, and particularly the Indian Civil Service; have hitherto
the dual functions of administrators, and politicians. When,
the Public Services will come to occupy the position of mere
of the will of the Government of the day, public
d, be directed against the government. :
e special responsibilities of the Governor in
respect of the safeguarding of the legitimate interests of theé minorities.
Here, again, the expression ‘‘ legitimate interests ’ is open to the same -
objections as those in Clause (c). It may be admitted readily that the
minorities are entitled to the protection of certain rights and
privileges which must be carefully defined in the Constitution. It
should be open to the minorities concerned to seek proper relief in the
Federal Court, if any legislation is passed by the legislature in violation
of constitutional guarantees. Where, however, anything is done adminis-
tratively which causes any injury or loss to any minority, and where proper
relief cannot be had in & court of law, the Governor may be appealed to
for his intervention. Clause (b) as it stands may, however, give rise to

6. Clause (c¢) deals with t

performed
however,

administrators or agents
criticism will, as in Englan

7. Clause (b) deals with th

—~
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condlict ; : ‘
the Govse:)sz:v?«?aivaimus sections of the community, if appeals are made to
to the minority al;s bSng act of the Ministry of the day which may appear
considers to be it e.irig unjust to the minority, or opposed to what it
authority of the Msi _tegltlmate interests.”” It will thus weaken the
tional responsibili }:;8 Ty, and may seriously interfere with its constitu-
redrafted, so that };she :i};zuﬁ%;ilgzgsrein 'fv}ll’li_s l;:lause requires to be carefully
upon to exercise his special responsibility, 1(i:n :Iﬁ: gl(;:r::lsl:sr (:’lfl &;’ rel?nf:lilt(;d

b

and & e o b
nd the purpose for which his intervention may be invoked may be closely

defined.

8. Cla i i
respect :fsethia) rfiealst.wlth the special responsibility of the Governor in
of the provincep < lfren lon of any grave menace to the peace or tranquillity
day-to-day e nistanty' part thereof. If it is intended that in the ordinary
fere witr g hra lon of law and order the Governor should not inter-
lscharge of their responsibility by the Government of the

day, then  thi i
Y, then -this clause must be revised, The administration of law and .

order is so A

such as La:(llosle{?v:::: ecl:;.ed.wlth the administration of other departments
ments, that it is easily conoeis Forest, Public Charities, Religious Endow-
trative, taken by the nggl;:zl];:ﬂe :fhatiea!:ly action, legi’slative or adminis-

g : ay in an
gln?;ﬁym;iym&:m grave publu_: excitement. y(‘,ertairf s:!:::i::st};?sihdeparb
o Tk o inte;lferalse_z;ln agitation which may appéar to the Goev som-
the Governor ma re with the peace or tranguillity of the pravince erno;-
such. action, Fory’ing’cl;nlﬁ:(;ihﬁgietobyaczou;l::.r this]-ilause’ comnp letely’ :tl;p
. : . ns un i

Z&etﬁg";‘;n‘ﬁ;,i (tlue:j;lons relating to the relations ofl ﬁ:idlt;l:;s glnse:eral of
form the sub-sifa ;Oil of Public Charities and Religious Endow e s
form the anilec' of legislation. It is conceivable that in one :n ents may
. attacking’ th ull' another the tenants or peasants may start brovince ?’he
by the Govere policy of the Government, Similarly, if an atte;xnta‘gltatwn
of Religious Iém(lient to bring under control or regulate the adxzf)i '11 que
the sorgioue X nd owments, 'the orthodox section of the community ,::;5 !‘a;non
et Governl u e}.l What is to happen in such a case? A nervous Go{r:,. opt
may onal sz; w l(i is not in sympathy with the policy of his Governmgoz’
lanse cai b Pba SECh.leglslatlon under this clause. It is true that tll:',
ond thon, e broug t into op_eratlon only where there ig grav s
of action co?use is apparently intended to provide an intermedietemcnace
the ot a preventive character on the part of the G0vern~a bstage
rouhos ’; hage :lf breakdown _contemplated by proposal 105 aOr, efox:e
Governt;r : : ]x;e ol.nect of this clause, however, seems to be ,tope%eb?5, 1
of the rov(i,n axe ?“’t“’g when any grave menace to the peace or tra: e'111?he
.It g Il)bé . l::etar_l:;;s, ue to 'th_e danggrous activities of a person or quility
doal vgith qt either the minister will not have the necessar o persons,
d i a situation of that character, or he may feel thaty h ourage to
Gave the necessary support from the legislature. In such e will not

overnor may, in the interests of the province, interfere. s & case the
8 grave menace to the peace or tranquillity of the province, (; as to prevent
suggest_ed- Fhat this clause’ should be so modified as not to ; t b 1, the'refore,
respon§1b111ty of the ministers in the other spheres of nterfere with the
operatfon should be limited to the preservation: of the g:::;n me;: b am.l .its
a8 against a grave menace. It is, therefore, suggested that o rarquillity
as the following should be added to this clause: some such words

¢ Arising out of the activiti
; vities of a person .
of violence.” P or persons tending to crimes
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wer of the (lovernor enabling him to discharge his
hich is contained in proposal 92-93-94. In this
ade to paragraphs 36, 37, 38 of the Intro-

9. The next important po
special responsibility is that w
connection reference may be m
duction. ;

Tt will be noticed that under the present constitution a Governor of a prov-
ince does not possess such powers as are contemplated by proposal No. 92.
According to the White Paper scheme, briefly put, he is to be vested with two
special powers namely—1. the power of enacting, according to a certain pro-
cedure, a Governor’s Act, and 2. the power of making ordinances under pro-
posals 103, 104. The procedure as regards the former according to proposal
92, is, that the Governor may present or cause to be presented a Bill in the
legislature with a Message that it is essential, having regard to any of his
special responsibilities, that any Bill so presented should become law, before a
day specified in the Message, and (b) to declare by Message in respect of any
Bill already introduced in the legislature that it should become law before a
stated date in the form specified in the Message. In the event of the legisla-
ture failing to act according to the Message, the Governor can enact the Bill
as a Governor’s Act. Itis submitted that this procedure, though not identical
with, is akin to, the procedure of certifying legislation under the existing
Government of India Act (see section 67B of the Government of India Act), a
procedure to which strong exception has always been taken in India.

10. The procedure contemplated by proposal 92 is objectionable in so far as
(a) it is likely to tend to weaken party organisation in the legislature by
affecting the adherance of the rank and file to their leaders; (b) it will blur
the responsibility of the Ministers to the legislature and introduce an element
of disruption into the legistatures. The Governor or the Governor-General who
resorts to this procedure must not take shelter behind the support of such
members of the legislature as dissenting from their leaders or the general
body of members may decide to support such a Bill.  Most of the special
responsibilities contemplated by proposal 70 are responsibilities of an adminis-

le that a Governor may contemplate special

trative character. It is possib TN 1
legislation in the interests of peace and tranquillity of the province, but that
can only be in rare instances. There does not however seem to be any valid

reason to assume that if there is grave menace to the peace and tranquillity
of the proﬁnce the Ministers will withhold their co-opgratio;l from the
Governor. There does not, therefore, seem to be any necessity for giving this
special power of legislation to the Governor. But, if the Governor must needs
have that power, it is far better that he should exercise that power on his
own account than that the Bill should seem to have received the support of

pheres of responsibility must be kept dis-

In short, the two s r )
be of a still more far-reaching character,

the legislature.
tinctly apart. Proposal 94 seems to )
1 the Governor can arrest the progress of any Bill which

as under this provisior 1 ' Tess
in his opinion affects the discharge of his special re§ppns1blllt)' for the preven-
tion of any grave menace to the peace and trangullllty of the province. The
Governor has and must have the power of veto in any case. 1t is therefore
submitted that the power of stopping legislation of a Bill under proposal 94,

should be done away with.

11. Under proposal 103, the Governor can issue an Ordinance, if he is satis-
fied that the requirements of any of his special res'ponmblll‘tles with which he is
charged under the Constitution call for the exercise of this exceptional power.
If the language of this proposal is compared with Section 72 of the present
Government of India Act it will be found that while the Governor-General may

d promulgate ordinances for the peace and good

in case of emergency make an
government of India, or any part there;of, the Governor may under the pro-
posal under consideration pass an Ordinance, not merely for the peace and
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good government of the province, but for implementing any one of the special
responsibilities- mentioned in proposal 70. It will be noticed that proposal 53
of the White Paper gives the same powers to the Governor-General. In these
~days of easy communication, there is no reason why the Governor should
possess this power when such power is also vested in the Governor-General. It
is far better that the Governor-General should exercise this power from his
place of detachment than that the Governor who will be nearer to the scene
of local excitement and local prejudices, should be armed with the power.
12, Under proposal 104; an additional power is vested in the Governor to
“issue an Ordinance if his Ministers are satisfied, at any time when the legis-
lature is not in session that an emergency exists rendering such a course neces-
sary. If all that is meant by this proposal is, that under certain special cir-
cumstances, Orders in Council may be issued by the Governor upon the advice
of his Ministers, then such a provision should be made in explicit terms, but
there does not seem to be any strong and valid reason for multiplying the
power of issuing Ordinances at the instance of Ministers. Such a power is
it is to be feared, likely to affect the relations of the Ministers to the 1egis:
lature, and may at times enable them to avoid their responsibility to the Iegfs-
‘lature by taking shelter bebind the Ordinance promulgated by the Governor.
. 7/

APPENDIX B.
A MzeumoraNDUM ON COMMEROIAL DISCRIMINATION BY MR. M. R. JAYAKAR.

1. I base my comments on the provisions of the White Paper, being
Clauses 188 and 122 to 124 of the proposals, and paragraph 99 of the
“Introduction. I also refer in this note to the previous proceedings of the
Round Table Conference, especially the fourth report of the Fedoral Struc-

. ture Committee (hereinafter referred to as the ‘ Fourth Report, see second
Round Table Conference Reports, p. 54), and the prooeeriings of that body
and of the Minorities Committes at the second session of the Round Table
Conference. There are also a few references to a report of the Committee
on Commercial Safeguards, which was presented to the third Round Tahle
Conference (se¢ p. 39 of Indian Round Table Conference, third session—

" November-December, 1932). .

2. Clause 122 of the Proposals lays down that a Federal Legislature an
the Provincial Legislatures will have no power to make laws subjecting in
British India any British subject, including Companies, etc., constituted
in India, to any disability or discrimination, etc., etc. As drafted, this
Clause would mean that no British subject, whether belonging to India or
the United Kingdom or any of the Colonies or Dominions (now or in the
future), and no Company formed by such British subjects, provided it is
constituted in India, can be subjected to any discrimination,

3. It would be open under this clause for a South African, or a New
Zealander, or for Companies formed by South Africans or New Zealanders
provided they are constituted in India, to claim complete equality for ali
time with indigenons concerns. It is not quite clear, but it seems to me
that under this clause it would even be open to foreigners to be incorporated
into a Company in India and claim exemption from discrimination unless
the definition of ¢ British Subject ’* is to be so framed as to include Com-
panies formed by British subjects only. The clause, as drafted, is thus
altogether too wide and goes far beyond the conclusions arrived at at the
Round Table discussions. It will be noted that there is no reference to

.
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made between persons an

i ity i i it stands, any subject of a
) this clause, and therefore, as it s ,
aetflngoc:)iy amDominion, for himself as also for any Company be may con-
Bi’:itutze7 in India, will be able to claim equahfy, gﬁelll) 1flsuchf equahﬁ;yt hl:
Indi i i try. 1t will be clear from a
to Indians in his own country
g::v%;:: ’“fflscuzsions on this subject at the Round Table Eonfte;ences'dth:z
.it was never the intention to grant equality to any others_ tdmi) e resi ea?h
of the United Kingdom. The issue was specifically hrmiepa .fff)lgg 10nf thg
mittee (see, e.g., last paragrap at pag '
g:gcee?(}ir?gt;u:ft ]ﬁg (lj;“::crllera] Str(uctixre Committee and Minorities Committee,

, Vol. 2). Reference is also invited to
B ok L fT :llzlnggftfgr?:;ort which clearly lays down ‘it will be for
paragraph 34 o tue de when and to what extent such

the future Indian Legislaturo £o de individuals ordinarily resident in

i thers than )

rights s'hould l.)e gccortiid Ctgm(;)a:ies registered there, sgb]ect of course to
the.lumtre?gh];mgbe(i)rg accorded to residents in India and to Indian
similar-

Companies.”

4. The future Indian Government should be Jeft a free hand to discuss

. i footing of equality and reciprocity with the
and gd.]ust the;e gglzs,f;g: So?ntilte Britigsh Empire as well as with foreign
Dominions ril‘vl}ll's rinciple was accepted unanimously by the Committee on
countries. 1's ]fe puards in their report presented to the third Round Table
Commere ?n %he last part of paragraph 3 of the said report it is stated :
f}onference- itte assume‘that it would be open to the Governments of India
 The Comm. '(131 to do so to negotiate agreements for the purpose men-
sl'muld 'theyh.WIS sragraph with other parte of the British Empire. The
tioned in this Gp vernment may, for Instance, decide that the grant of any
future I.n('ilan ;’0 South Africz:ns might be conditional on their granting
such pr1v11egelf{t f trading, but also equality of political stgtl_xs to Indians
?01‘ only equality OThat the’ object was to confine these prlvxl'eges to the
in ‘South Afrlllca-United Kingdom is also clear from the concluding sentence
residente tht 265 of the Fourth Report which says: ‘‘on the other ha_md the
of paragrap f opinion that an appropriately drafted clause might b(ela
pommltteg O titution itself recognising the rights of persons an
included in the Constl d trade with India on terms

ies i ited Kingdom to enter an h 1In '
gz(:]?:ssmfa:};?xragﬁ;tihan those on which persons and bodies in India enter

z : ited Kingdom.”
and trgﬁeb;nixe :hfero[:;“:ﬁilse 2‘% of the Fourth Report that, in accordance
.Iz ‘Zl‘] discussions that had previously taken place, a distinction has been
wit y d bodies in the United Kingdom trad:ing with Indlg

. : ing establishments there and persons an

but ne1thedr'nres‘l;1iif}it Iﬁgli'ap;rsxsdesf-es%dent or possessing establishments there.
.l;gdle%ltgz lclegar from this, as well as from the trend of the previous dis-
w1 that it was admitted that a distinction should be made bgtwegn
:ﬁiﬁlg:isti:g rights of British individuals and Companies now trading in
India, and resident or possessing establishments thergy and British indi-
ndia, d Companies Who did not possess such establishments or who are
viduals an 4 trading with India. The said clause 24 states that: “¢such
not at p!‘es‘;anbodies clearly do not stand on the samé tjoqtmg as those with
P‘;‘rsonshafn Report has hitherto been dealing.”” By this is obviously meant
s lsd bé)dies now trading with India and resu.ient or possessing estab-
ﬁ:ﬁzxt:nther& The same distinction was recognised in paragraph 4 of
the Report of the Committee on ComI‘ne?cml_ Safeguar(_is pyesented to the
third RPO d Table Conference. This distinction is of vital importance and
. ounb lost sight of, as the safeguarding of the future industrial
(rlrxet‘l,sefio;;te nt,eof India will, to a large extent, rest upon the maintenance of
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this distinction. Just as the Clauses preceding Clause 24 of the Fourth
Report dealt with existing persons and bodies trading with India, so
Clause 122 of the Propotals of the White Paper is meant to deal with such
persons and bodies only. '

6. The view which the Committee took as stated above, is the prevalent
view. in India, even amongst British merchants. This was made clear in
the course of the examination of 8ir Edward Benthall and other representa-
tives of European oommerce, who gave evidence before the Joint Select
Committee. I shall quote a short extract from S8ir Edward Benthall’s
evidence consisting of my questions and his replies on thie point.

. Mr. Jayakar: Bir Edward, your Association speaks on behalf of British
subjects domiciled in the United Kingdom and trading with India?

Sir Edward : Yes.

Mr. Jayakar: You do not represent British subjects who are not domiciled
in the United Kingdom? -

Sir"Edward: No; we are speaking for the first class.

Mr, Jayakar: And they accept the principle of reciprocity P

Sir Edward : Yes. |
. Mr. Jayakar: What will be your Association’s view? Do you suggest that
British subjects belonging to other parts of the British Empire should enjoy
in India rights which their own country does not give to Indians?

Sir Edward: I think I made it clear in an answer to a previous question .

that we were only representing British subjects domiciled in the United King-
dom, .and while we -hoped that British subjects domiciled in the Dominions
would be treated in the same way as British subjects domiciled in the United
Kingdom, that was a matter of arrangement between the Government of India
and the Government of the Dominions.

M. Jayakar: You do not advocate that they should enjoy in India rights
which their own country does not give to Indians?

Sir Edwaccd: That is a matter of negotiation, I think.
Mr. Jayakar: What is your own view? You are an im ortan i
British India. Do you suggest that they should enjoy in ]Srit?is}l;tiugial.Ix :izhltl;
which their country does not give to British Indians? . '

Sir Edward: No.

" 7. The principal objection that has been raised from the Indian point of view
to the proposals regarding commercial discrimination is that they do not pro-
nde'adequate means of safeguarding the development.of Indian industries
particularly with regard to the basic, national, key and infant industries,

8. So far as iqdustries already established by Britishers in India are con-
cerned, I recognise that it would be futile to resist the grant of complete .

equality to them. The question, however, stands on a totally different footing
with 1egard to industries that may be established in the future. With regard
to them, there is no reason why the principles recognised as aforesaid in
paragraph 24 of the Fourth Report and paragraph 4 of the Report of the Com.
mittee on Commereial Safeguards at the third Round Table Conference should
not be embodied in the Constitution Act. I can find no adequate reason wh

tpe Indian Legislature should be debarred from providing reasonable condi{
tions regarding incorporation, capital, control and similar other requirements
which would ensure that Companies to be formed under British initiative or
control should promote the development of Indian trade and industry and not
h.an‘lper or restrict it in any way. The conditions to be imposed would be
similar to those recommended by the External Capital Committee and would
be applied only in the case of basic or national industries, key industries and
infant industries. The principle of applying such conditions when subsidies or
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i ] as accepted in paragraph 4 of the Report of the Com-
ll:;?f::::egnmgo;gnr:rlxrelizgxIWSafegwﬁ'ds at the third Roupd Table Conference an,d
has already been accepted by the Government of India. I may mention, hm‘:)-
ever, that the grant of direct subs1d1'es or bqunt'les is fast coming to be
rega;ded as an inadequate and economically ol‘)]ecthnable method gf hfelp_xlng
industries and is utilised in rare cases only. There is no reason why s;erﬁl zr
conditions should not be imposed in all cases where ass1stan?g is .grand v
the State, whether in the shape of a financial aid or otherwise, in order to
safeguard, and promote industries of the nature described above.

oy T » industries should not present any difficulty.
%y’r‘}‘lig;ﬁirx;g:gtllﬁefs ” 1}1 f;l;i;n industries dealing with certain m'aterials or
processes which are regarded as vit:}l for the d.efence' or wel}:be“}g_ of the
country. Instances of such industries as mentioned in the ¢ British Key
Industries Protection Act ”’ are:.optical g’l’ags, nlagng‘p?ﬁ v:;lvss,detﬁc. a
The term ‘* basic or national industry ” is more diflicult to define exac ﬁr
By basic or national industries I mean industries which are necessary for the
dgfence of a country in time of war, or on which its industrial prosperity in
pe;((;e E };: s:;lt. unlikely that an attempt wi}l 'b'e made to set asidg the who_le of
thi ' roposal on the ground of the impossihility of defining basic or national
e In that case, I would invite attention to paragraph 22 of the
1ndustr1e}s{. rt in w*hich,a reference is made to the difficulty of drafting a
Pourth eﬁ)’%iting legislative or administrative discrimination. It is stated
:i:mse- I‘J‘l‘O lom letely satisfactory clause would no doubt be difficult to frame
ere}; Ca cmitgee have not attempted thetaskitself. They content themselves
al'ldht g that (despite the contrary view expressed by the Statutory Com-
Wl't 'say‘lng ragraph 156 of their Report) they see no reason to doubt that an
oxnorio 1ne(}1)aP grlimnem;aury draftsman would be able to devise an adequate
ol work bl ?ormula »  Similarly I would make no attempt in the time at
aud dvsrorkaleto frame. a satisfactory definition but would content.myself }Jy
my 1spﬁsi "t should not be beyond the competence of an experienced Parlia-
sy, 3 1ftsm:a,n If, however, the difficulty of formulating a general defi-
mentary rfat nd to' be iilsuperable, a schedule might be attached enumerating
:ﬁzlo\?a:‘;gis oilildustries to be treated as basic or national. Such a schedule
might contain the following —
Ammunition and materials of war;
%:;l)]l:)v;ft;on of minerals, Watler and electrical power;
iron and steel; .
fl?nil:lfggzgrri?asoivlhich are Statc’a monopolies or over which Government
exercise any form of direct control.
This list is illustrative. . . dite inds
ion with the right of a country to sateguard ifs indigenous
in(ﬁ;tiﬁasfo? I:\e:sfxld invite the attentipn of the Commlttee tﬁ a Memorandum
by Dr. Narendra Nath Law printed in the proceedings of the Federal Struc-
ture Committee and Minorities Committee, second Round Table Conference
Vol. 3, pages 1483 and following. ' . N o
12. A difficalty will immediately arise regarding the deflr.utlon of existing
3 1t would not be difficult to E_et{l over any Cgondltlonsh§¢1)11gh§ Fo.be
i ming what would be essentially a new Company while retaining
;111115 f:ieb };ff(:; ex%sting Company. Here, again, I do not attempt to formu-
late a definition which would leave no loopholes but wog]d suggest that a sub-
stantial modification of the scope and nature of a business might be held to

constitute a new undertaking.

industries.
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13. 1 now proceed to state how Clause 122 might be modified so as correctly
to implement the decision arrived at the Round Table Conference.
I should word it somewhat as follows:— ’
*“ The Federal Legislature and the Provincial Legislatures will have no
power to make Laws subjecting in British India any British subject
.domiciled in India or in the United Kingdom at the time of the passing
of the .Act, including Companies, partnerships or Associations constituted
in India and existing at the time of the passing of the Act, and Com-
panies constituted in the United Kingdom and trading with India at the
time of the passing of the Act, in respect of taxation, the holding of
property of any kind, the carrying on of any profession, trade, business
or occupation, or the employment of any servants or agents; or In respect
of residence or travel within the boundaries of the Federation, to any
disability or dicrimination based upon religion, descent, caste, colour, or
place of birth, ete.” - .
(The italicised words are new.) :
14. A further difficulty has been caused by the fact that, the question
of the rights of all Indians to hold property, trade, travel, etc., in which
no discrimination is intended to be made now or hereafter is mixed up in

the said clause with the question of the equality of the existing rights of -

B;itiah traders. Thig has caused confusion. It would be better to deal
with this subject separately by means of. a separate clause in the Constitution
Act which would guarantee such equality to all British Indian subjects for
all time. ’ '

15. It is further to be noted that, as stated above, nothing has been -

mentioned about reciprocity in Clause 122. So far as this clause merely
guarantees mon-discrimination to the existing British business interests,

I'do not think that reciproecity matters very much. But perhaps it would .

be better to refer to it int this clause, so that, in the very unlikely contin-
gency of the British Government imposing restrictions upon Indian trade
or industry in the United Kingdom which do not exist at present, it will
be open to the Indian Government to impose similar restrictiox,ls upon
British Companies in India. It is only when clause 122 is re-drafted sopa.s
to be made applicable to existing British interests that clause 123 assumes
its real signmificance. It might be pointed out that if clause 122 Tremains
as it is in the White Paper and clause 123 also remains unaltered then
clause 123 does not carry out the intentions of the Round Table Conférence
because in paragraph 24 of the Fourth Report, it is distinctly stated bhai,;
‘¢ the Committee were generally of opinion that subject to certain reserva~
tions, they (i.e., persons and bodies.in the United Kingdom trading with
?dxr but n?llt‘liler residenz nor pfossessing establishments there) ought to be
reely accorded upon a basis of reciprocit i
ith T (ThD Thaltcs s o o P y the right to enter and trade
'18. In Clause 123 there are mo reservations of an i i
applicable to Companies not now trading with Indiayorkslois:sgi]:h ;::ﬁ' 11)19
ments there. I have already mentioned the kind of reservatgions hl'sl;
I would apply to such Companies in the interests of the fut omon

may perbaps remain as drafted in the White Paper, in vi i
b : . f 1ew of the modifica-
1;::::I_propose in Clause 124. I would modify Clause 124 on the following
“An Act of the Federal or of a Provincial Legj ioh
. egislat i
8 view to the encouragement of Indian trade or gilrjdual;;ey,wll;;:sh dv;::nh

of Indian industry. If Clause 122 is modified as suggested alﬁ;ged%f;gsemela;;
b

certain conditions regarding the incor i i

¢ . ; " ; poration of future Co es -

u:}Indzgm, _their registration, the denomination of their capi;:;lp,antzhe 7
- -

»

" tion, but upo
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' rtion it to be offered to Indian subjects, the composition of
fi::plgole:d o(}fDirectors, or the ]'acilitie_s to be given for the trqm_mg of
the Indian subjects of His Majesty, will not be held to fall within ‘t»hg
terms of the two preceding paragraphs,”’ etc. (The words italicise
are new). ) ]

17. Before considering the new draft, I might examine the clause as
drafted in the White Paper. In this connection attention Is invited to the
discussion in the Federal Structure Committee on this gquestion and fohe
remark of Sir Purshotamdas Thakurdas in the middle of page 1244 (Indian
Round Table Conference, Second Session, proceedings of Federal Structure
Committee and Minorities Committee Vol. 2), stating that the referepce
%0 the recommendations of the External Capital Committee was _illustrative
and not exclusive. Particular reference is also invited to the discussion on
this question, especially the remarks of Lord Reading on pages 1246 and
1247 where the noble Lord accepted my suggestion that the conditions
should be such as might be prescribed by the Indian Legislature. Neverthe-
less, Clause 124, as drafted now, treats the conditions as though they were
exclusive and all-sufficient and incapable of being modified in any way by
the future Indian Legislature. ~ One of the conditions which was then
suggested was that a certain proportion of the capital should be held by
Indians. Some objections, into which I need not go at present, can be raised
to this suggestion, but there can be no objection to the offering of a certain
proportion of the capital for subscription in Ind'la at the time of the issue.
I may here invite the attention of the Committee to the remarks of Sir
Akbar Hydari on page 1243 describing the practice in Hyderabad. Sir Akbar
said ¢ . ... wheréver we want to give any help from public fum'is.we
do lay down certain conditions, which are not based upon racial discrimina-
n these facts—that a certain proportion of the dlrectfyrs
shall be Hyderabadis and also a certain number of the shareholders. Having
regard to the difficulties to which Lord Reading has referred, we say that
a first refusal of a certain number of shares shall be given either to
Hyderabadis or to the Hyderabad Government, but afterwards there are
‘no further conditions.” :

If such a practice prevails in conservative Hyderabad, there ought to be
no objection in adopting it in British Infh&. .

18. There iz another respect also in which the conclusions of the Round
Table Conference do mot seem to have been fully embodled‘m t'hls Clause.
It is material here to refer to the remqus of Lord Reading in the last
paragraph on page 1082 in which he admitted the right of the Government
of India to lay down conditions in respect of future public utility under-
takings or public concerns in which public money was to be invested or
used. His Lordship said: “1 quite follovy the argutqent that w}_lere, '{'or
example, in future public utility undertakings or public concerns in which
public money is to be invested or used, the Government of India may say,
well, we think that a Company which is to get the benpﬁt of the sub_s1dy
that: we shall give or of the advantage tha:t we shall give by some dll‘s)ct,
payment or use of money, must be a reglstered. Compapy in India w!th
rupee capital, with a moderate reasonable proportion of directors, ?;nd with
8 reasonable and moderate proportion of Indian shareholders . . .” There
may be concerns of this kind in which pul?llc money is used but which never-
theless do mot receive subsidies or bounties. The right of the Governn_)ent
of India to impose conditions in such cases does not appear to be provided

for in clause 124. : .
19. Turning now to the clause as drafted by me, it will be seen that I have

_specifically defined the nature of the conditions which it would be within
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the co ;
. gene?al;e;zl‘?:r (;f the future Indian Legislature to impose, and not give it
ing my opvenent (})1 1i?pose restrictions. I'am prepared to concede, for meet~
of the romarke of Eo rdwil{y, that the grant of such a general power, in spite
culties and may be somut] eading already quoted, may be open to grave diffi-
ing clauses.  on Se ‘?u y opposed unless it is hedged in by numerous qualify-
50 imposed must ko ¢ er;hprzpared to accept the principle that the conditions
for the hamperin (;rB o development of Indian trade and industry and not
to the Federa] Cgu:t h n;lsh trade and industry and that it may be open
meant for the premoti 0 eclde_ whether the conditions imposed are in fact
o obstruetion ot B tion of Indian trade and industry, or for the hampering
those comeemiom. T ritish trade and industry. May I add, that in making
ons I have gone as far as it is possible for Indian opinion to go.

20. Th i .
© Viceroy may also exercise his power of disallowance or submis-

sion of t i
: safegugrdge :3 lgoiz; t’t}(‘f pleasure of His Majesty. 1If, even with these
opinion m;y have $o hol impose conditions is not granted, then Indian
If, even to that. an %d out for a clause such as the one proposed by me.
proportion or pe’rcento Jection is raised that, in the absence of a definite
obstruct, if not destrage’Btl!e~ power may be go exercised as seriously to
the power of appeal t: tth ritish business, the answer would again lie in
to interfere in the exe 18 Fedeljﬂl Cou_rt and the authority of the Viceroy
of commercial discrimi rcise of his special responsibility for the prevention
to define the diti ination. If there is still no agreement, we may agree
conditions more closely. 1In that case they might be:—

(1) The right to i
' India on o %upee cz;ti):;ile that the Company shall be incorporated in

(o ot S e Dot kb i
be offered for submri,ﬂ?fm°"§f'1‘,’fd?;‘_° capital shall in the first instance,

(4) Adequate m -
concerns. easures for the training of Indians in the industrial

21. What to my mind is mo

right to impose these itions i
may desire to ets'w,’blis}fond]tmns in the case of all future Companies who

A 2 themselves in India i ; ; i
nation . ndia In connec
it canall;ek:,{ idm';Jhlantfant industries mentioned abovel.leciw(;lo Ylﬁl t)g;flkb::::é
eleventh hour -becauswe woulfl be raising a very important issue at the
Round Table ’Conferez acc;])rdu.lg to my reading of the proceedings of the
and future British Coce the right to make a distinction between existing
If such a thing j mpanies has, as stated above, always been admitted.
Industry of ﬂlegT st not done, to take the instance of .the Iron *and Steel
frm Tibe Moser atas, it will be 1’)0?81‘318 for a powerful and long-established
compete with th:' D"Ema“ Long’s, to establish themselves in India and
cent. of the D m. Even though 100 per cent. of their capital and 100 per
a sin ian i h
they %?lgi‘:lzrzg_:lthe more responsible posts in the Iron and Stee! Industry, *
. when any quest'l ed to_the benefit of all the protective duties. It is onl;i
“ ar bounty apl lon of direct financial assistance in the shape of a subsid
y arises that there is any likelihood of any distinction, but thz

= -possibility of a Com: - ¢ )
. in the future is veryp::myog_{e the Tatas being given a subsidy or bounty

D ——
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st important is that India should have tiie™ ™"

rectorate may be British, and they may not agree to train

ADMINISTRATIVE DISCRIMINATION.

99. The proposals regarding Administrative Discrimination as embodied
in the White Paper are mnovel; they unduly fetter the discretion of the
Ministers and will actually place Indian industry in a more unfavourable
position than it is to-day. Paragraph 29 of the Introduction to the White
Paper says: ‘‘ The Governor-General or the Governor as the case may be,
would bo entitled to act otherwise than in accordance with his Minister’s
advice if he considered that such advice involved discriminatory action in
the administrative sphere.” Under clause 18 of the Proposals the Governor-
General is declared to have a ‘‘ special responsibility ’’ in respect of (¢)
the prevention of commercial discrimination. The clause further says: ‘‘ It
will be for the Governor-General to determine in his discretion whether
any of the ‘special responsibility > here described are involved by any
given circumstances.”’ That seems to mean that the Governor-General,
in the case of administrative discrimination at least, will be the final judge
as to whether any act of his Ministers really involves such discrimination.
Instances of such discrimination exercised in a reasonable and impartial
manner exist oven to-day, not only in India, but in all countries of the
world.

* 93. To take an instance. The B.B. & C.I. Railway invited tenders both
in England and India for sleepers some time ago. I understand that
although one tender in London was slightly lower than an Indian tender,
the Government of India in the exercise of its discretion had the contract
awarded to the Indian Company as the producers of Iron and Steel in the
country itself. There are many countries in the world to-day in which their
respective Governments have issued specific instructions that for all Govern-
ment works, works of public utility by municipal or other local bodies,
materials produced in the country alone should be used with a view to the
prevention of unemployment. The Indian Government is far more conserva-
tive in this respect than most other Governments. Tenders for public works
are invited from all over the world .and it is only in rare instances as
when dumping prices are tendered, as is so often the case nowadays, and
the difference is very small, that any preference is given to the homie
manufacturer. Under the provisions regarding administrative discrimina-
tion as laid down in the White Paper as strictly interpreted, it would be
open to any British manufacturer whose tender may be £100 less than the
tender of an Indian manufacturer, actually to go to the Federal Court cu
the ground of administrative discrimination even if the Governor-General
 the Governor did not choose to interfere in the exercise of his ‘‘ special
or 10Ursibility.”” Such a provision is not only detrimental to the interests
respont &tries run by Indians in India, but also the interests of industrisis
of indusikipally by British interests in India, such as the enginesmproceeds
run princ®A,  No question of reciprocity enters into this. .equity. While
coal trades© (_’Ukww«)ﬂ. U emAd g.n_.industriauy I)()werf::fbll Government of a
any case, between & rich™. ™™ & Iimitea - ljke % rche allocation of revenues
Britain and a poor and backwara cou’ fnit-l- snise this as a Provincial
but as applied to admir‘nistrative dlscri{ninat.u se Province concerned.
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6. Memorandum on Labour Representation,
Franchise, etc., by Mr. N. M. Joshi

Without prejudice to my views on the adequate Labour Representation
and the desirability and practicability of Adult Suffrage, I propose to make
some suggestions for modifying the White Paper proposals as regards the
representation of Labour and Franchise and a few other cognate matters
which will make for some improvement.

LABoUR REPRESENTATION.
Provincial Legislatures—Provincial Assemblies.

Labour is inadequately represented in all Provincial Legislatures. But
I shall content myself by suggesting that in C.P. which is an industrialised
province, having Textile, cotton-ginning and pressing, Mining and Rail-
ways highly developed, Labour Representation should be increased from
"9 to 4. In C.P. the aborigines and Hill tribes form one-fifth of the
population and are given only one seat. I suggest this special representa-
tion should be substantially increased.

Seats allotted to Labour in Sindh and Orissa should be increased from
one seat in each Province to two seats in each. In North Western Frontier
Province no seat is allotted to Labour. I suggest that Labour should have
a minimum of two seats in this Province. It may be said even these slight
modifications may be considered as an alteration of the Communal award.
If that view is taken I would suggest that Government should in these cases
take the initiative in securing the consent of the Hindus and Mussalmans
to these modifications, which in my view is not difficult, considering the
slight nature of the changes proposed. It would not be fair to leave the
initiative in this matter to illiterate working classes and aborigines.

Provincial Upper Chambers.

In the Provincial Upper Chambers where they are proposed to be estab-
lished, no Labour representation is provided. The landlords, industrialists
and merchants on account of their influence and wealth will easily secure
representation without special reservation. In no province Labour Repre-
sentation is sufficient to secure election of its representative without special
reservation. The qualifications for candidates for election for these Upper
Chambers ought to be so devised that Labour Candidates will not find it
very difticult to possess them.

Federal Upper Chamber.

Remarks made above regarding Labour representation in the Provincial
Upper Chambers apply equally to the Federal Upper Chamber. Seats
reserved for Tabour in the Upper Chamber should be filled by election
through an electoral college consisting of members elected for Provincial
Legislatures through special Labour Constituencies.

Federal Assembly.

No representation has been provided to the aborigines and Hill Tribes,
ejther in the Federal Assembly or Federal Upper Chamber. Though in
some cages this section of the population will be in what are called ‘ back-
ward Areas’’, they will be subject to most of the Federal Legislation on
Federal subjects. A glance through the list of Federal Subjects will con-
vince anyone of this fact. Moreover, even the Backward Areas cannot be
free from Federal Taxation. There is, therefore, no justification for deny-
ing representation to this helpless section of the population. The same
remarks apply to the representation of these people in the Provincial and
Federal Upper Chambers.
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Franchise.

1 suggest that a certain amount of wages paid in cash on monthly,
‘ortnightly or weekly basis,

should be regarded as s qualification for
Tanchise. Any one who has earned during the previous year an income of
Rs.100 and more by his wages paid monthly, fortnightly or weekly should
de entifled to vote.

If it is absolutely necessary this qualification may be
irst made applicable to cities and towns which have municipalities where
the staff for registration of voters will easily be available, This qualifica-
tion will not only benefit Labour but will be useful in increasing the
rumber of women voters for which some difficulty has been felt.

In Bombay for the election of Provincial Assemblies tenants of agricultural
and are not given franchise. This omission ought to be rectified. Under

uhe present constitution they possess franchise and consequently are entitleq
bo vote for elections for the Federal Assembly in the White Paper Constitu-
tion. Tt is therefore incon

) sistent that when tenants can vote for the
elections for the Federal Assembly they cannot have a vote for elections
for the Provincial Assemblies.

Itepresentation of States.

As a matter cognate to the main subject of these notes
without doing any violence to the Sovereignty of the Rulers of Indian
States, recognition of the principle that their representation in the Federal
Legislature should be popular or representative of the people, should be
secured. If this is done through the Treaties of Accession no violation of
Bovereignty is involved, as these treaties will provide for voluntary sur-
render of some sovereignty on the part of the Rulers of Indian States for
the purposes of the Federation.

, I suggest that,

Rights of Property. .

The statement made in the Introduction of the White Paper, Para. 75,
that some provision regarding ¢ Rights of Property ** should find a place
in the Constitution Act is fraught with serious consequences. Any such
provision is bound to lead to difficulties, even though the proposal may
be well defined and restricted. The power of Governments to deal with
proposals as regards taxation, protection of the rights of agricultura) tenants
and of tenants of residential buildings and as regards clearing of slums

and dengerous buildings and improvement of unhealthy areas within the
bounds of municipalities and outside them, will always be in danger of
being challenged.

Extension of Fragwhisé in the future,

The White Paper proposals make no provision for the extension of
franchise in the fature. Ther

e is no justification of principle for the
restriction of franchise to ‘a small section of the population. As the restric-
tion is mainly based on the ground of the difficulty of polling arrangements
steps must be taken for the removal of the difficulty and the Constitution
ought to provide for the automatic extension of enfranchisement and fix
a period within which the goal of adult sufirage will be reached. It is
suggested that the extension of franchise should be left to Indian Legisla-
tures. But it is wrong to expect Legislatures elected on the basis of a high
franchise qualification to extend enfranchisement without a struggle on the
part of the unenfranchised and therefore it is essential that the extension
is ensured by the Constitution Act itself and the methods of extension may
be left to the Indian Legislatures.
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i the Position of
randum by Mr. N. M. Joshi on ;
o M(;El(;our Legislation in regard to the proposals in
the White Paper

The White Paper has very rightly put most kinds of Labour Legislation
)

“jp List IIT which consists of subjects of concurrent jurisdiction. The need
in Lis

islati i i is recognised by all and therefore does
for Labour Leglglagﬁztgslzi;:]foIr{rE\\iver tii;is kind of legislation noz fm;)i

nob requite to't but it is necessary that the uniformity should be gt aine 1

n.eeds unlforrlnl y’No one Province will be very wi]li_ng to place any “nan;lean

;lmggmfrm;i? other kind of restrictions upon x:ti.mdust?',ple:cpe(;clau p}; nw o
ureen iti r restrictions ar

ib is cqmpetlm:l?érulr’lll‘?)sv:qinsclelzgl l’)l‘l;lred??sts given in .the Whij;e Paper,. th?ul%]l;

industrics of Of as they go from the Labour point of view, require so 0

satisfactory 53 ?;rHealth insurance and invalidity and old-age pensl?n_s-,l

modifications. List II which consists of subjects of purely pxl'ovu(;ufx
are p}lt‘downItmis necessary that these subjects shou}d.also be place 1r;
junsmcmon'd be made subjects of concurrent jurisdiction. Therg lts 1'1f

L‘iSt. IH.an for diﬂ’(erentiating these subjects from ‘the other sub;:c‘s if;

justificatton, ot hich are already placed in the list of concurrent jur

Labour Leglslatlonfw health insurance and invalidity and old-age pensions

diction. ‘SCh?:::tsribourtions hoth from employers and employees, an;l mreiijli‘

Rayﬁll‘lquilirﬁ burden of such schemes upo%V thle; ind?Stéf; ;iﬁaiiv;i] Aec tg ik
© . i i 1 orkmen’s >

then the burdte ninOftlllzglIS}iitl::}f lélf)?m?rient Jurisdiction. fl‘hﬁ exPer}efn(é‘éo ff

is alrea1dy put'ons dlearly proves the difficulty of establishing satis aer tf)

other 1‘edemhl 1th and other kinds of social insuran?e, when the pows e

SCh?mes for }?8‘ and to find money for them is entlrgly left to Prov'mcnd

legislate on & eﬁo;eover workers working on railways, mlax_]d _water;vat's aof

Governmepts- hips canr;ot easily be brought undgr .provmcxal sc fmesout

gn 1iia—§lzl§rgansce por other social insurance, nor is it just to keep them
ea f ‘ .

of such schemes. urance is not mentioned in any of the Lists in htheuWh;f‘:
Unemploymentdnflsr other kinds of social insurance such as forolt,1 es vf(f)rld

Pape!‘éhe'gl e‘zfi?)wsoand o;phans is felt andhre?ggglsed lel;etlheb;nth:r:onstitu:
mo K . j should be cov b

(;fl orien 'flhe;: fgvgzért};ztpﬂi ti};es‘? .é)gi?:;cslnsurance 7 ag one of the subjects
jon it wit L diction. ‘

;lnd make it of concul;:lent;‘]rl::;rs;i;i‘lt1olzi4 has placed a restriction upon tl:} i
The White 1?agexl:a.l Lelz);islature in legislating upon s}leGCtShOf c‘?ncuzzem
owe(;s f-f thet£§ %‘ederal Legislature cannot legislate in such a way

jurisdiction: eaer. inces. .

]il;‘r;’ise ﬁnanc?ial thga-t(;zzzeontz};eSI:aZ:Z:Zry of State for Indla,‘ sttated.l{,hﬁ.:
Seoond‘lyz i l-ﬂs evfl Fede,ral Legislation on concurrc.enf. subjec :e wxf e

the adr_mmstratl:ﬁ.rgl the Federal Government even 1n the m::lt rdo e

p ro.vinc.l a1, and, d ;)y {é in the concurrent field will not be endowe

pove to give diestions 0 the Frovincial Gomrmnens 4y e
ower restri ] I

p The practical efit‘acg :;lt;‘l:?;slﬁ;e; extremely difficult. This effect w;ll b:

on by the etier of Labour Legislation. In the first place aa Tl(ljie

more felt in the r’?ai tion regarding labour will require some expen lther

e By nay of ush graata ox by way of providing nspeciorate or othe

either by wa iliation Officers or Chairmen of Ind . .P

officers like the 'Concll‘l > nnot impose financial obligations upon the Pro-

the Federal Legmhtmel ((:; ernment cannot administer the legislation itself,
vinees and if the Federal Gov

L4

legislati
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80 cannot even spend its own money for it and cannot also give directions
to the Provinces to see that its legislation is carried out, it is difficult for
the Federal Legislature to use its power of legislation effectively. As a
matter of fact, its power of legislation is useful in bringing about
simultaneous uniformity in those cases when there is appreciable financial
burden upon industry such as -the schemes for social insurance or the
regulation of hours of work for either of which Government will have to
spend some money either for administrative staff or for inspectorate or as
loans or cash grants, or where a minority of Provincial Governments rofuse
to fall in line with the views of the majority. The difficulty of Federal
Government imposing financial obligations upon’ autonomous Provinces is
easily recognised, and so it must be enabled to administer its legislation
in case the legislation involves serious financial obligation, and also to give
directions to the Provincial Governments where there is no serious financial
obligation imposed upon them. The Secretary of State for Tndia in his
evidence has admitted the necessity of modifying the rigour of the restriction
of paragraph 114 in respect of financial obligations being imposed upon the
Provinces. There is really no danger in giving power to Federal Legislature
to pass legislation impesing financial obligations upon the Provinces as the
bulk of the Federal Legislature will bhe elected on the basis of territorial
constituencies and so the provincial feeling will influence these members
more than even the national feeling. This is clearly proved by the attitude
of the present members of the Central Legislature on questions like the
contributions from the Provincial Governments to the Central Government.
Similarly there is no danger in empowering the Federal Tegislature to
administer and spend money on Labour Legislation passed by itself as the
representatives of the Princes whose territories will mot derive any benefit
from such legislation will not easily consent to proposals on which the
Federal Treasury will have to spend money to raise which the States may
have to contribute. It is therefore clear that there is no risk in the
Federal Legislature heing empowered to pass legislation involving financial
obligations upon itself or upon the Provinces, but if the latter power is to be
limited, the power to adopt the former course cannot be denied if the passing

of Labour Legislation by the Federal Legislature is not to be made very.
difficult,

The reason given by the Secretary of State for India for leaving the
administration of the Labour Legislation passed by the Federal Legislature,
to the Provincial Governments is that most of these subjects were for the
purposes of administration provincial even under the present Constitution.
In the first place this statement is not quite accurate. Both Legislation as
well as its administration on the subject of the regulation of work in
Mines, on Railways, and on Sea-going Ships is central, Secondly under
the present Constitution no inconvenience is caused by the administration
of certain Labour Legislation passed by the Central Legislature being left
to the Provincial Governments as the present Central Government hag
- powers of Supervision and Control over the Provincial Governments in

the matter of Reserved Subjects which all these subjects are under the
present Constitution, If the administration of Legislation regarding the
Regulation of Work in Mines is left entirely to Provincial Governments
it will throw an unnecessary burden upon each proviiice to provide separate
Inspectorate which ‘at present is central. In the case of the regulation of
work on Railways and Inland Waterways administration of Legislation by
the Provincial Governments is bound to be difficult and complicated. Tt
is therefore necessary that the Federal Legislature must be empowered
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islati v Federal Government to ad-
tion and also to empower the Jove
toing:ts:r Ii‘tesgizsagi:s(l)a,tion where the administration by Provincial Governments
?; on financial or other grounds difficult.

islation 1 i ious financial obligations
i of Federal Legislation imposing seriou :
?)‘:lxetg;ﬁ::tl?r’wmous Provincial Governments 18 fran]:]y akdmltzed ;1111“:)(;[(11%};
s i 0 Constitution Is not unknown.
ar ement in a Federal Cons . ; n
Mwhba‘nt:l:ﬁ?sgdifﬁculty some machinery for previous consultation x‘nth Zﬁ:
g)roovi‘:cuial Governments and other organisations and} fc;r proper ﬁ::sf::)del
inci i 1 for that purpose
incial feeling could be devised and :
3? 'f}l:: fnr(;):strial Council which has been 1f~qum1;1{endeil il;y utsl;?u}h?;ala(}x:]
i . rt is 2
issi Indian Labour on page 467 of 1ts Report
:l;ll(flsll:}rllt-(()):t and balanced scheme. \Nllhergl_Feg_eral I;egfl:}l;l:ri)r}::sngs péllf:
islati i i i Financial obligations upon tl
Leg1§latlotfl ;:?crilosk;rigpf)zgllgujnay be made conditional upon suc‘h pr‘oposaés
B ro' their favour the majority of votes of Provmclal. (xovemmlen si
tho T c;nstrial Councils. This device will remove all.the rl_sk qf Federa
T tfhe Inc sassing Legislation imposing serious ﬁuanclgl (}bhg;‘\tmns upon
Ieglslatu?ecilul Governments when the majority of Provincial (uove_rnmer}.tls.1
the PI.Ov‘llrll' to undertake these obligations anfi at the same time wi
o unwtl} m(%ifﬁculty of the minority of Provi_nclal .Governments s.tandx.ng
e leof progressive legislation which requires simultaneous umforxm:g
in the Yat}'] n. The interposition of this machinery should nob he requlrh
of legis abo is no “ serious ”’ financial burden upon the provinces and the
whqrg ;ht;ﬁether the burden is ‘“ serious’” or not should be left to the
o * . . .
gicvl::mor General at his discretion. . -
tification of the Conventions of the Intern_atlonal Labour Orga.msa-
The‘ Ran:)t(}:ler subject of importance dealt with in the Lists of Subjects.
on is a

" Secretary of State for India in giving his evidence stated that so far
e »ec

Th

British India is concerned he did not intend to make any change in the
. as Britis

iti e Government of India can ratify these
Prese“t.posm(;:};ou? tthr;r?;igtiott?s consent of the Provincial Governments
AR tter of practice it consults them at some stage. The word-
though &8 & e Paper on Subject 8 in List I (Federal Subjects) is un-
ing of the d lre uires modification. ¢ External affairs, including Inter-
fortunate 2 ti (1115 subject to previous concurrence of the Units as regards
national Obhgsa ‘x)qects v are made Federal. This is sat\sfactpry SO fa'r.as
non-Federl;ll l;m]le Federation including Indian States. But if the position
it affects t eBw'tish India is concerned, is to be different the .phra,s'e
sopfm.'ngisal Srllxbjects " must be substituted for ‘ Non-Federal Subjects .
¢ Provi

: in item No. 9 of List I (Federal Subjects).
There ls.also ?,g;anii; e(;?isma§gration into .India .arzfl . Inter-Provincial
“.Enug_rathn luding regulation of Foreigners in Indla: is made Fedgr.al.
migration, 110" from Indian States into British India an.d froxp British
But ex_nlgratlo{l States are not included in the Federal List which ought
India into Ind(l)zﬁ rwise the Indian States which are strongly represented
to be done, 1 Leeislature are placed in an advaptaggous position inasmuch
in the Fed_erah egthe power to prevent the emigration _of Indxgq worke_rs
astthzg 'v:ll:,enﬁzories while they will secure free access into British India
into thel ’

their subjects.
for e SUMMARY OF CONCLUSJIONS.

m N 9 o L ] ¢ . i lid and
i f Sub ects II, Health.Insurance and inva |

lé' . per:)s'ioﬁns ”f sl}s’tul(:l he ]transferred to List III, which consists of

old age $ ,

subjects of concurrent jurisdiction.
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'2. A separate §u_bject called ¢ Bocial Insurance” should be included in
List "TII or provision should be made for the inclusion of unemployment
ineurance and schemes for the support of mothers, widows and orphans in
that List.

3. The restriction contained in para. 114 disabling the Federal Legislature ’

to pass Legislation imposing financial obligations upon the Provinces should
he removed, and if necessary the machinery of an Industrial Council consti-
tuted as recommended by the Royal Commission on Indian Labour on
page 467 of its Report should be interposed between the Federal Legiclature
and Provincial Governments and the majority of Government votes on the
[ndustrial Council should be required to be in favour in order that the
Legislation introduced in the Federal Legislature be permitted to pass or, in
the alternative, be permitted to be operative if passed without such majo;ity
previously obtained.
4. The interposition of the machinery proposed above need mnot be required
where the ﬁnal}ciﬁl ob]igat’i?n is not serious or heavy. The decision wget}xer
Elil: 3?31(1}%3;1::. 1s © serlous ”* or not should be left to the Governor-General at
5. The administration of Labour Legislatio
lature may be left either to the Prov‘i;ncial éogxiﬂe:{s t;lre tFoeiﬁralFL:gwi
Government according to what may be laid down in oach e re er__af
Legislation. €ach piece o
8. The Fec}el&l} Government should possess the
to Provincia vernments as regards the i R .
passed by the Federal Legislature in the co::l?::x?;-]e!;gt :;ze:: the Legislation
7. The language of Item No. 8 in List 1 should be changed
it clear that the previous concurrence of the British Ixxlfiiansopas to mak_o
not necessary to enable the Federal Government to undertake i ;‘ovmm.as al
obligations in the sphere in which it has power to Legislate ¢ international
8. The lar;guag% o.f‘l‘lt]em No. 9 in List I should be changc;.d 80 as to make
gx;x{)?;::'lon rom British India into Indian States and vice versa, a Federal

ConsTITUTION OF THE INDUSTRIAL CoUNcin ag RECOMMENDED BY THE Ro
CoMissToN ON INDIAN LABOUR ON page 467 op 18 REPORT. - TAL

Government Members,
Three representatives from the Central Government
Bengal and Bombay, oue from each of the ot,h
vinces, making

power of giving directions

two each from
er Major Pro-

13

_ Employers’ Representatives,

Four from Bengal, three from Bombay, two each from M
Un?ted Prm:'inces and Bihar and Orissa, one each from agisl.}?:;
major Provinces and one from minor Provinces collectivel
making . ' " 17

o Labour Representatives.
. Distributed similarly to the Employers’ representatives, making 17

T ot ; SRailway Representatives,
wo representatives of State Railways, one of Companvy.
Railways and three of Railway Lab’our, makingm.pany managed

Nominated non-official members

Total

1% ko
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o had the privilege of seeing the memorzjmdum which my felIO\Y-
dellegl:t: ;;o(rln IndiI; have submitted. T sympa}thlse frequently with their
angle of vision, 1 agree with much of their representations, and in
particular 1 join with them in viewing the proposals of'the White Paper
in the light of the declarations of policy of the present National Government.

onviction that it is essential in the interests of orderly government
inlilntl};z (';(())n‘s,ecure the co-operati_on of politically }rﬁr_lde@ Indmns‘, unfi with
confidence that responsibility.wﬂl beget re51)011§1l)111t3' in the (;ovemme}nt
and Legislatures of the Provinces and Federation, 1 am atvo.ne with the
Indian Delegation in welcoming the general scheme of the White Paper.
I recognise the natural dif’ﬁcultiqs atyending_ .the constitutional @dvance
therein envisaged; further the special rls}(s arising from .the .peculmrdcop-
ditions in India; but also that the White Paper contains safeguards in

most cases.

There are, however, certain matters for which I beg the special con-

: i i elect Committee in their final deliberations, and to
Zﬁ?t]&n :(fnfgl?nf Owlxgzhs the great nqurity of Europeaq Britis;h subjects
residi’ng in India, I attach particular importance as bgmg designated to
establish standards of security for the future administration of the country,
and for the British Community.
attention of the Committee to a few of the matters
ish Community in India, I havedmadle dmy 3emarki0:;

; i ey are without prejudice to the detailed evidence,
brlscieas ;):;S:)l:'lael. orli:hthy;a European Asioc]iation, and the Associated Chambers
wfrlCorr:m)erce a,nd only deal with certain aspects of the Constitutional
:uestion which are set forth fully in the published Evidence.

Provincial Autonomy cannot prove successful without satisfactory re-
sources, and it will therefore bo necessary to keep expenditure down in the

early years by:— .
1) Not. too rapid extension. of the franchise. ‘
2) Keeping Legislatures within modgst proportions; and
(3) The prevention of wasteful expenditure.
and (2) comparatively large constituencies do not prevent
gtsirrigglr‘g:eﬁ;tion, Svgile as a _safeg'ua_rd againsp (3) the need fo'r_Second
Chambers in almost every Province is inhefenf in the local conditions.

is li i than an
d Chamber is likely to be a proﬁtab_le. investment ‘rather ;
dﬁ'tsisflzrll expense, and is viewed by the British Community as essential
:o Il’rovincial Autonomy, as Federation is to Central responsibility.

In fact without Second Chambers, the British attitude to provincial

ibility would require revision. )
resjlgmnmgentztion.——-With the disappearance of the official bloc, legislatures
. egyr ¢ lmost entirely dependent on non-official representation for the con-
WI'lllj t?f; of British tradition; consequently, no Upper Chamber should
tri u.lof wer than three European members, while representation in Lower
contain ¢ d not be less than set forth in the Evidence. As at present

houl p A
g‘}l,:g?)::(;s iepresentation in several cases is shown to be inadequate.
td

—Although agreeing to the general transfer of Police to

Lav :no% (f?ieg\linister rgsponsible to the Legislature, reservation of that
the oo r}(:ich deals with subversive crime, is a vital necessity. The Terrorist
section wv]t in Bengal with its tendency to spread, is directed against the
lbg.{r(;:?;ﬁelin India. A breakdown of the devoted and courageous section of

in inviting the
interesting to Brit

Evidence,

Pages 442, 591

Pages 441-504,
691-653,

Pages 449-450,
592.

Q. 1980-84,
6735-36,
6247-48,8790.

Pages 450-454,
596-698.
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police which is fighting the movement, would place the lives of all our
countrymen, official and non-official, in deadly danger. No arrangements
would satisfy the British Community which would involve any weakening
of the present control of this Intelligence Branch of the Police the future
administration of which must be under the Governor-General. in order to
give that security the British Community has g right to demani‘l. How it is
to be achieved is a matter for expert advice, but suggestions formulated
by the European Association after the closest consultation and enquiry, are
set forth in a letter dated 28th August, 1933, already circulated to, the
Committee.

Insulation of the general Police Force from political influence, close
collaboration between the Inspector General of Police and the Gover’nor as
well as the Minister, and safeguarding of the internal administration of
the Police, are essential to the transfer, if the morale of that splendid
force is to be preserved. -

The Federation.—Since conditional agreement was given to partial to
of responsibility at the centre at ‘the First Round Tagble, Conféren::; t;:‘:t?hsin;
has transpired to render less imperative the following Pre-reql;isites to

Federation : — .
(1) the accession of a substantial majority of States;
(2) effective establishment of the Reserve Bank;
(3) establishment of & Statutory Railway Board; and
(4) adequate financial resources for the Contre.

In the interests of strong Government ap.
faction of the very definite wishes of th

d economy, as well as in satis-
¢ larger States which refuse to

I urge smaller hous ;
. L es at th
with the Upper Chamber comprising 60 to 100 members, rerpresex?ti(tjlzn 1:‘1'?6;

Governments of the units, and the Lower Chamber i

. " i not
members. Ih recognition of Br_ltlsh Indian political oPini"ne}Eo(liedrlnzi blei(;
of the Lower House might bt? directly elected but with high qualifications
A Central Government of this size should prove effective for all .purposes-

The Services.—Continuation of the European elements in i
Services on the minimum basis of Lee Commission percentagezh?s ti(}:ﬁzi
to the success of the new Constitution, to the preservation of high standard
and to ensure effectiveness of safeguards in the hands of t% G ndards,
General and, Governors in cases of breakdown., € lsovernor-

» High Courts, in order to be protected from Poli
under the administrative control of the Federal
on the Federal Revenues.

tical influence, should be
Government and g charge

Federal Court.—The proposal to incorporate a
to, or as & branch of the Federal Court fails t
the score of necessity, or of economy..

Supreme Court in addition
0 commend itself either on

_ Official Languages.—Although highly
be the official language of the Federatio
have Statutory authority as the official
official languages of each Province.

probable that English wili prove to
n, it is very desirable that it should
language of India, and one of the

Appeal to Privy Council, is a right to which Buropeans i ) h
the greatest value, and which they would not oonsent? ton;i\lrlel ‘I]x;;ha attacl
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i imitati islatures appearing in
l Europeans.—Among the limitations of Legis
thgr\l’shig Papef, special importance attaches to maintenance of the present
position with regard to criminal proceedings against Europeans,

: iscrimination.—While realising that no statutory protection
cagm{::l e:l‘;;ﬁu]tﬁf cprotection on the lines indicated in the Secretary of
State’s memorandum A.68 of 3rd Novembgr is .essentlal to the preservzzltan
of confidence in Commercial and Industrial circles, both at hqme and in
India, and also to enable British Mercha'nts tq secure tpexr fal.r slfgre u;
the future industrial development of In(.ilg‘\yhlch is their due in view ©
the past achievement and future responsibilities of Britain.

i 1 1 i lified in
protection is also required that Professional men, who are quali i
thi r%t:i(icelg Kingdom, shall not have to acquire identical quahﬁ_cgtmns in

India or other than are justified by the necessities of local conditions,

So far no provision appears in the White Paper to this effect.

Tocal Tazation.—It is very necessary that protection should be given
from any discrimination in the shape of differential rates on certain areas,
Municipal taxes on certain callings, and other metho@s of discrimination
against certain classes by Municipalities or local bodies.

" ! inci i the approval
7 Fingnce.—The general principle of allocaj.wn m.e'ets 1

£ S}il:nfslssociated Chambers of Commerce of India (Bl‘ltlsh‘). Exception
i taken to the suggested Provincial surcharge on Income Tax, and it is
lcsonsidered that income should be prohibited as a basis for local taxation.

thod of dividing Income Tax between th? Federation and Pro-
ii}:s, ;lreoposed in the Federal Finance Committee’s Report (Cmd. 4069)
;ppears inequitable and demands further consideration.

ined from lncome Tax for the Federal Revenues should be
ﬂx'ggeo’ilul:ls‘eres?l;e percentage for all Provinces, and should be b?.sed on
their taxable capacity, not on their Income Tax c9llect10ns. The inequity
of the suggestion is emphasised at the present time, when probably the
hole Income Tax collection wou}d be required for .Federal purposes, thus.
zeaning that Industrial Provinces would contribute far more than
Agricultural Provinces for Federal expenditure,

With regard to the division of the Income Tax between Provinces, this
ghould be based on the place of origin of the Income, and if subventions
are required for certain Provinces, they should not be found by Provinces,

but by Federal Revenues.

ds the Jute Export Tax, the Whift.e Paper proposes to .transfer
SOASe:e%:;t.S to Bengal. This tax being raised on the chief agricultural
crop of Bengal affects very severely the taxable resources of the Province,
an(i) the proceeds of the tax should therefore be recognised as Provincial

Revenue, and not Federal.

In the early years of the Federation, Bengal would not be umprepared
to surrender half the proceeds, but presses for statutory allocation ‘of this
tax to the Province as it is wholly improbable that the Federal Legislature
would ever allot more to Bengal than it is required to do by Statute. I
do not forget that Export Taxes. as a class are p?operly Federal, but they
are fundamentally unsound and in the peculiar circumstances of Jute, the
Tax amounts to a discriminatory tax on Bengal agricultural produce for
the benefit of the Federation,

Evidence.

Q.15773.

Page 456.

Q. 5568-70.
Q. 5278 -80.

3rd R.T.C,,
page 50,
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Anglo Indian Community.—In justice to this Community, and for

additional security in communications and transport, the retontion of a

proportion of the Anglo-Indian and Domiciled European Community in all
Services of, thia nature is very necessary,

The White Paper proposals as explained in the Introduction, and by the
evidence of the Secretary of State appear to provide for much of the

protection and to include some of the safeguards referred to above.

As regards the form in which Instructions to Governors should be given
I realise the advantage in elasticity if the powers are left implicit rather
than made explicit. But there is the danger that in the ahsence of a
direct mandate there may be in the case of some Governors with lack of
expertence, or after a long period of disuse a hesitancy in using, or even
a failure to recognise the existence of powers which are meant to be used.

ANNEXURE,
LerTER FROM THE CENTRAL ADMINISTRATION oF TRE EUROPEAN AssociaTioN.
17, Stephen Court,
Park , Street,
Calcutta.

28th August, 1933,
Sir Hubert Carr,

16, South Street,
Thurloe Squars,
London, 8.W.7.

DEar Sir,

The following is a summary of the
in connection with the transfer of
Ministers in the Provinces. An exa

position taken up by the Association
1':he pulice portfolios to responsible

o I mination of the Memorandum of th
European Association and of the Evidence of the witnesses before theo.loin:

Select Committee, together with a knowledge of the background to this
question, revenls_a picture of the conditions which are laid down by the
Association as being essential to their support to the transfer of this port-

folio to popular Ministers; and it may he convenient to summarise these
conditions precisely.

(a) There must be no general amnesty of prisoners convicted of terrorist
crime or of complicity in terror}st crime, prior to or at the inauguration
of Provincial Autonomy. Previous experiences of such goneral roleases

have been unfortunate, and have led to a recrudescence of outrages and
murders. i

(3) The Special Bureau which is at present attached
ment of the Government of India, and which deals w?:htléﬁeltﬁ)erd]i):p:ir:
of information in regard to all-India subversive and terrorist movemzn:l
should be retained and placed under the Governor-General in >hia discrotion.
It should be further strengthened and authorised, if the occasion ahouki
arise, to enforce its will upon the Provineig] police, through the correspond-
ing Special Branches where they exist. ’ oy

L In the cas i
special Branches do not exist the enforcement of o o ovinces where

the will of the Special
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h of its officers to the Provinces
i flected through the despate ‘ ' .
o V]Vlli b(?o:ditions are satisfactory and, if necessary, to inaugurate
g) selgl tllil:'x;ncllos In this way the Governor-General will have efficient
oe . he
m‘oans to carry out and operate his control.

D. referred to in paragraph (b), which
(c) The ])el):{zms()n::fixflfl;r:ngl.élzs})a’nd which deal with terrorist and sub-
are }mmvn " lw ri)n those Provinces, where they now or may hergafter
e mOV(‘mGYL dopartments, should be reserved to thqsupervmmn,
OXist o and etml of the Governor-General in his discretion, and not
direction and cl(\)'[niniqters. In such Provinces, the Governor would act as
tmnsferr(xlft‘t)h G(,‘;ernor-GG"OTﬂ in this matter, and wogld ‘be respor}slb],(?
the agent o f . this department. At the present time, thxs.‘ reservation
to the lalwer Mate with regard to Bengal, the Punjab and Bihar and Orissa,
would only oper ial Branches of the C.L.D. exist.

soparate Speci
where ;ll ther Provinces, where cond.itions are normal, and where 'sucl'(};
In all other | Branches do not exist, the whole of the C.I.D. wou

separate Specmt Ministers, and there would be mno reservation in the
be transfert:id t,oonbovc If: however, terrorist and subversive movements
serse rofort rous and nctive in any such Province, then the Governor-
b‘ecamo d'm;,%orequiro the organisation of a Special Brancb for the purpose
Gneral mig ‘th thom, and such Special Branch would, as in the case of the
of .de.alm[.’, Wlnignti(‘m; in Bengal, Bihar and Orissa and the Punjab, come
exlstmg.()l‘ﬁﬂ ‘nder his direction, supervision and control, and would not
automatically “':h " authority of the Minister. Conversely, if conditions
!)(" subject }fo thrzo Provinces mentioned ahove improve to such an cxtent
in any of t eiq] Branches are no longer found to be necessary, then they
that tl:lq Sp(:gn‘r as separate organisations, and the Minister would be left
z,ouc]l(xlur;a&%[f the C.1.D. without any reservation.

) sals is to reserve to the Governor-General acting
: Tho eﬂ?(wt :f rtlhorb:l)l I)Sr(;)g::;::llsBranches of the Police which are organised
in his dls(.‘r}e l:er’rori‘lb and subversive crime. That is the reason for the
to de.al .'wl?l insisu‘l{co on the retention and strengthening ot: the Central
ﬁ??:;iﬁtl(\)vr;lisch déais with such movements, so as to place it under the

C nor-General direct, and to enable it to carry out his wishes through
jovernor-

the Provinces ider that the obligation laid th
iation does not consider tha e obligation laid upon the
@ The(“‘(\):i(:'cnllnt?n(l Governors in para. 47 of the Introduction and
G’overnolr-_b ¢ tho White Paper is sufficiently explicit upon this and other
Proposa llt C(())nqi(lers that the Governor-General and the Governors should
{’?I::;s(:oiﬁvullv <‘11rectod to pay constant and particular attention to:—
W : o

(i) The organisation of measures to prevent the spread of terrorist
and subversive movements, . .
(ii) The discipline and efficiency of the police forces,

(iiid Rules relating to the powers and discipl.inc of't'he police forces
made under the Indian Police Act and Provincial Police Acts, and

(iv) the nocessity of keoping in close and constant touch with In-
spectors General of Police.

\ nt to the Indian Police Act of 1261 and to the Provincial

(e) N‘(‘)\ l;:usll]:(l)l:ltd he tabled in the Legislature without the prior assent

P_"hﬁe vaemor-Geneml, or of the Governor in their discretion; and even

me:‘ esuch logislation, if passed, should be reserved for the signification of
, :

His Majesty’s pleasure.
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y gzm’ghe ’I{)];);ic:utfgrcg: should be absolute
k ority

:]thte_r senior officers of 5?:8 es;f

otions, Postings apq f

Iy insulated § iti i
4 ol from political inter-
icet\ti,npl'e.wnt, l?y t.ho‘ Inspector-General and
transfors sho.l::lonmwhont.wntl(; appointments, pro-
108 continuod unimpaired. This
reco i ; o nee
of (:;l)l;:;::atg::! of hig Inspectm?élenr:::i'l‘ ml;Ol:,lq""' expected to accept the
o ween the M. 2 Out.in the event of a division
o lnspector-(.'(-nornl, the final

powers incipli i
of the Inspector-(}oneral a d'm'_ne of the Police Foree the present
Do appeal from t,}?e his officery should be nmi'ntnim'd. and
m to a Publjc Service Commission,
Yours faithfully.

C. H, WITHERINGTON,
Genoral Secretary.

RECORD X—(contd.)
8. Memorandum by Begum Shah Nawaz

The Memoranda submitted by the Women's Organisations, Indian as well
a8 British, and the evidence of the women witnesses, have clearly shown
how strongly the women of India feel that the proposals in the White
Paper regarding women’s franchisé are inadequate, and fail to give them
an cffoctive voice in the political life of their country. The members of the
Simon Commission roalised the important part that the Indian women were
going to play in the future progress of their Motherland, and their recom-
mendations contained a ratio of 1 woman voter to 2 men voters. As no
qualifications based on property and education could effect a substantial
reduction in the great disparity between men and women voters, they pro-
posed a differential qualification to enable women to become voters in large
numbers. This principle of an added qualification for women was accepted
by tho KFranchise Sub-Committee of the First Round Table Conference, the
Indian Franchise Committee, the Third Round Table Conference, and
ultimatoly hy His Majesty’s Government in the White Paper. The Indian
Franchise Committee, . instead of giving the women a r{it_xo of 1 to 2, re-
duced their proportion to 1 woman to 44 men, and the White Paper furth'cr
reduces the proportion to that of 1 to 7, and, as the Secretary of State in
his evidenco said, * it's very difficult to say how many will apply at the
first election,” therefore it is not possible to estimate the actual number
of women who will be registered as voters under the proposed qualifications.

FranNcHISE QUALIFICATIONS,

Property.
The Indian women are prepared to accept the property qualification as

proposed in the White Paper on the same basis as men.

Education.
They unanimously demand an educational qualification of bare literacy

only for eligibility to vote in elections to the Provincial Legislatures and
also for the first clection to the Federal Assembly as recommended by the

Indian Franchise Committee.

Special Qualification. ‘
The majority of the Indian women disapprove of the proposed differential

qualification that the wife of a voter possessing the property qualification
at present entitling him to a vote for the Provincial Legislature, should
have the vote. It is quite natural for women to feel that their civic rights
should be given to them aa individual members of ’ohe'sugte and should not
depend on factors like marriage. The women’s organisations proposed that
instead of the wife’s vote, women above a certain age in urban areas should
be enfranchised. The adults in these areas being approximately 14 million.
the number of women voters would be just a little more than that recom-
mended by the Indian Franchise Committee for the Provincial Legislatures.
The women’s organisations feel that it is in these areas that an intelligent
and independent eclectorate is to be found and one that would be easy to
organise and canvass. This would also lessen the Government’s administra-
tive difficulties, that of having three lists under different qualifications and
others. As the merits of this qualification have been fully discussed in the
evidence given by the women witnesses on bebalf of the women's organisa-
tions, 1 noed not go into the details of it. This is a qualification submitted
to the Joint Select Committee by the three All-India Women’s organisations
with the full support of their constituencies, therefore I would request the
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members ive i ; :
mostly in t%e;gxg:i ;f;dthl\?rdspecml consideration. There are some women
as a temporary meas adras, who are prepared to accept the wife’s vo'a;
means of wafoguardin ult"(;l. ‘The Government has succeeded in finding the
in the country, wh g Y 91:1nt9T65t8 of the minorities and different sections
qualification wh’ieh 37 slgu Jt be diffieult for them to frame a feasible
qualifications  ultim 1:();11 sat_lsfy the women of India? Whatever are th
minimum number :} y decided upon by the British Parliamente th:
that recommended b vlﬁmen voters acceptable to the women of India is
y the Indian Franchise Committee for the I’rovirﬁzial

Legislatures as well
43 men. well as for the Federal Assembly; a ratio of 1 woman to

RESERVATIO
N OF
Electorates. OF SEATS.

Many of us wh
few years reali:e :v‘:::: e served on the Round Table Conference for the last
zo?.stitutional adxl'ance ?Jygi?laet ébs‘hacle has been removed from the path of
‘believe that _ g . ommunal Award.

persons desiring a change in the systgl: Tﬁfogﬁaczir::;):e’w;ﬁg

be well advised
: . to work for a sett
in India, and that door lies openlell)l:fag:ebf;:;en the different communities

Provincial Legislatures.

The princi :

His h[flest;ljgl?}::e:ziﬁzvztlon of seats for women ha,v;nz been mcepwd by
seats should be providedn funder th_e Communal Award, it is essential that
the Central Legislatu or them in all the Provincial as well as in both
the Frontier Provinc:esf Two seats should be reserved for the women of
ward condition demtasndm their own Provincial Legislature. Their back-
their interests in the PS that their own representatives should safe uard

rovince. Provision should be made for wom%n to

become member:
s of the
Chal,nbers are constitu‘ted.upper chambers of the provinces, wherever such

Federal Assembly,

The women of :
their rspresentzti (::‘ssia;lméhSmd, Frontier Province and Orissa should have
one seat to women in eaehFedeml Assembly. If it is not possible to give
' § ch of these small provinces, a scheme should he

devised whereb,
! y the !
alternative elections. women of these provinces could be represented at

The Indi
the eleetig;al;f v;?\l:ien are very anxious that they should have a voice in
this should not ber lu;vn representatives to the Federal Assembly and that
Legislatures, where tit in the hands of the members of the Provincial
direct election for ere will be very few women. The result of an in
belonging to the nY omen to the Federal Assembly will be that onl womer;
the chance of bein galzi';:martxes in the Provincial Legislatures .gilll have
in power in the provin to the Central Legislature and if the parties
elected by them in ma:es are either extremist or orthodox then the women
own sex. If out of a gulc:iﬂes ml:g not be the real representatives of their
or in any other importan;,mem r_constituency, either in the capital city
Teserved for & woman to be town in the province, one seat were to be
xting for the candidate, thi?:l:ll:lec’ld’ oen and women of all communities
Yheir own representatives to the FdeflreAtﬁmzf; on @ chance of elocting
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16° Novembris,

Council of State.

No mention is made in the White Paper about the representation of
women in the Upper Chamber at the Centre. When both the Central
Legislatures are to have almost equal powers, it is essential that some seats
should be reserved for women in the Upper Chamber. If one seat in each
province is not possible, let one seat be reseryed for one woman out of the
quota of seats allotted to the major provinces, 1., 1;\.I::Ldr.as, Bon}bay,
Bengal, Punjab and the United Provinces, or representation 1n the Upper

. the women of all provinces in rotation by

Chamber could be accorded to : .
reszxri'in:; n?t least five seats for them on the Council of State. The high
property qualiﬁcatio bership of the Council of State should he

supplemented by an educational qualification, either for both men and
women, or, if it 18 not feasible for men, then for women only, in order to
make ;nore’z women eligible for membership of the Upper Chamber.

¢t SPECIAL RESPONSIBILITY " POWERS.

(Sections 18 (a) & 70 (a) ).

i he Governor—General and the Governors in Sections
The powers 7% :g Zapable of very wide interpretation. Many women
emendous obstacles in working for social reform
n these clauses would pl}xlace in the hands of
; inst an progressive legislation. *‘ The prevention of any
:f,}:‘(;ieemrl?:n:;: ;’g l:'.he peage and tranguillity of India, or any part thereo K
covers a large field, and might be taken to mean anyt_hmg. :Any section in
the country objecting to px:opoged legislation affecting social disabilities,
could easily gucceed in arresting its progress by creating disturbances here
and there. It is essential that specific words chould be used and that this
confined to crimes of violence ox.lly. As some of the
ted out during the preliminary discussions, it is to the next
years that we are looking for the .removal ‘of many of the
ting in India, and a wide power of this kind

i ils at present exis . 4
social ov ° to the achievement of success in that sphere.

might be 8 great hindrance

FUNDAMENTAL RIGHTS.

anxious that equality between the sexes in

their rights of citizenship should be recognised under the new Constitution.
It should be made clear, either in the Constitution n':self or in the Imstru-
ment of Instructions to the Governor-Gengral, that in future sex shall be
po bar to any individual, man or woman, i8 holding office under the Crown
or serving their country in any capacity. The words ¢ and sex " should be
added to page 87, line 12, of the White Paper, after the words ‘¢ caste,
religion.”’

The women of India are very

ADMINISTRATIVE DIFFICULTIES.

The proposals of the In.dian Ft:andhise Commitﬁee for an electorate of
6,600,000 for the Provincial Legislatures ?,nd 1,500,000 for the Central
Assembly, failed to satisfy the women of India. After the publication of the

ittee’s Report, cables of protest were sent to the Premier

Franchise Commi 3 oTe ¢
and the Secretary of State by the women’s organisations. The moderate
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section of women withi
: ; within thes g
going to he to have @ organisations, realisin i ;
tried to persuade the :;’:;ethls figure ultimately accgpl,:tjw }:],”ﬁ;,‘"’? 1t was
Lothian Committee. The nb1179 agree to the numbers recom y Parliament,
these numbers to a ratio gt}l 1l§ah70n of the White Paper fur:}fhnded gy 'the
a8 & very great surpri 0 7, or even t er reducing
r ¥ 0 & Imuc or i
when the recommené):tl,ise' Women of all sections fal;;ht lower figure, came
ons of an expert Committee sentoo:;m;rs.tand .why,
investigate

and report abo
! ut the matt
of their propos atter, should be acce i :
posals regarding women’s fram‘:)}t?ga uslhgxlxll lltsbesste e e
d be turned down

because of th
€ 80-C ¢ ini
" 0 alled ¢ :demmlstrative difﬁculties ”  The f
| . . . women o dia
o £ thoi. . : by the h y tb} ome 8‘ p&l’t and parcel of the adnl.n:h] a'l
. not be posslble for th 1€ exercise of their full VOt.“g e"lgllsltr'-
!nedlcal, SOCial and © i ; o o 1 o : , )
. conomic reforms, and make the me lt o ot 1’
n take more interest

welfare of wom
en and child
art . oms a Lo ren. Thanks t
p of religion, the Governmenzdo?lghtmdltmns having become nlm?,s:h:
. of their e ipati
estimat, ny of . mancipation. Tl
certai ed by th? Local GOVernmhese administrative difficulties e ovor.
Y n sections in the con ents just because it i _are over-
e power to work for p ntry that women should notlsstfgceth: [nterast, of
eed in securing

numbers. The evj rogressive legislati
. evidenc . gislation b : :
e submitted to the JointyS:ﬁe?cmg:J%m:l?;frs ;)n AL

ittee by some

organisations has
T
proved b_eyond doubt that there are strong secti h
ng sections in the

hands. The t; ee .
its duty towz;g(: };xas]fcome when Hiswm?;lstg?ttal g any power into their
possible for the Soalt the population of the country, an should realise
rough this indirect met,}::; to give the women directrz’el; n(‘lt li, lt]dlsd o

, 1L shou o 8o

women were . Yy or i ;
B e i s o o g, 2 L vy ool
would be ¥ schools ents would not all hei
. preferab, gois. No on o reon

le to an illiterate onee :: nadgzgerth?; tl;;lterate N etion

s , an e proportion

; an oh women as vét;:s 18 1mportant that means ps'hé)uld be
; any woman who coulq reaé aﬁdtsvs:'tiorh“wmcy would ziot he
ite should be placed on the

voting register
: . The
into every . method followed j
S Province ed 1n Madras could i i
. easily be introduced
Y]

ment g ances have b i

ttach special Cen given to us that ‘* His Majesty’s Govern-
est; securing a more adequate
existing system,” and the principle

conditio © Uem voters |
C on of registrat p::i«:l::i%e _nuzbers, one cannot see why the
This on} D under this qualificati
Y means givi tis qualification has been
remote villages it ig dif conditions igxi‘nln gd.wnth one hand and taking
. ifficuls . ndia are such that in many

clear that one ioying an
) W X ¥y such privi
_registration ag’ oman in four or gyen ; privilege as the right to vote, it is
a voter., en 1n three will not be able ¢ ,l f
, o apply for
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Purdah, personation, polygamy and numbers are the obstacles that we
are told stand in the way of our obtaining the ratio recommended by one
of the Government’s own expert committees. Out of the ten per cent. adult
womon who are to have the vote according to their recommendations, barely
one per cent. would he in purdah. Those who know India well are aware
that purdah is confined chiofly to the upper classes amongst the Muslim
community, and except in certain families in the Punjab and the Frontier
Province, Muslim women inherit property. The names of many of these
women are already on the revenue register as property holders and the
names of some of the others could be taken from the marriage registers
and the rogistered deeds of dower. Women could be employed to collect
the names of those wives whose husbands object to giving them to men. If,
even then, there should be some objection, women could be registered as
“ the wife of So-and-so.” I am sure that if it is explained to the husband
broperly that this really means another vote for the family, he would give
his consent to his wife’s name being placed on the electoral roll. I have
no hesitation in saying that if the Government were to ask the women’s
organisations to assist them, a great deal of voluntary help would be forth-
co_ming. There are many teachers who have finished their training and are
without hope of immediate employment, they could be employed in the

preparation of the first rolls.
lion more men than women in India, and in

vinces it is very difficult for a poor man to get
fined to the rich, and is now

There are nearly ten mil
certain districts in many pro
oven one wife. Polygamy has been mostly con

fast diminishing in India.

I see no reason why the danger
greater in the case of women voters than in that of men.
upon the kind of officials the Government will employ as polling officers,
the efficiency of the machinery. A woman should be asked to bring one
relation with her, to identify her as the registered voter, or else the

husband should be made regponsible for the identification of his own wife.
still insisted upon, then the

If, in spite of all this, the application is
number of women voters should be increased to such an extent that the
figure of those who are likely to vote should not be less than 6,600,000.
Wo are told that there is a great danger of the administrative machinery
being severely strained at the first elections if the full pumber suggested
by the Lothian Committee is accepted by Parliament. If there is any such
danger, why should the poor women be the sufferers? If the number of
those, who are to be enfranchised under the new Constitution, is to be
curtailed, the ratio of women voters of at least 1 to 4} men should mot be

disturbed

ation should be considered
It all depends
and

of person

PARLIAMENT AND INDIAN WOMEN.

cy in certain quarters to leave the question of the
women’s franchise qualifications to the future legislatures of the country.
This would only mean that the Government would be shirking its
responsibility towards nearly 165 million of His Majesty's subjects, and
wauld throw the Indian women into despair. How can it be possible to
give the power into the hands of one half of the country without taking
into amccount the other half? The women’s questions should be settled by
Parliament itself, and after giving full consideration to the claims put for-
ward by their own representatives at the Round Table Conference, an

There i8 'a tenden
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adequate share |
: in the franchi
tures of India sh anchise and repre ion i
! ould X presentation ,
::xalms of the Indiar; fif,n?i;“fd to them under the m:: g:nftliltt utr'c legl;l}?-
ey are not Tecogni ave now been red stitution, The
sed A uced to .
(Cionteng, and discfntent tl',)g af;?:)l:.ment, disappointmentu :illllm;m::in tand]"f
emands will make th ation. The pranti e o dis-
mothers will surely bee :'Omen hnppy.nnd ('onﬂtented“gm? 5 tt]hmr reasonablo
In the words of the L great stabilising force for th 4 1o sons of such
hitherto so little appr hord Chairman: * There, plai e now Constitution.
future. Privilegedp;? e1 ended, lies the key, as ,Ipm'n for all to seo, but
indeed will be he who will s:it;relb{tbnl!eve, to India's
1t with a firm and

purposeful hand
. and, brushing aside the doubters and th diff

prejudices of th i | by s
gestiny than awa?tsc:}?::r:?‘? bevtween the women tl)lfd I‘m;'md by the ;'“8'03'
ﬁ00r than the members o)f. th Who could be more Pl’i"i‘n: ‘“;  nloc it

rm and paspmorers e Joint Select Committ h whake o that
firm an that of the Mother of P::l‘innd g hand more

aments?

~* The Marquess of Liglith
quess of Linlithgow, in The Indian Peasant
sanl.
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Arab interests, Hoare 164 (7).
future Constitution of, Mcemoranda on:
by Sir Phiroze C. Sethna, 0.B.K. 149-59.
by Secretary of State for India, 161-7.
History, Hoare 181 (2).
Lmpoerial interests, Hoare 164 (6).
fivil ndministration by Indian Federal Government, difficulty, Houre
163-4.
Population, Hoeare 161 3).
Transfer to H.M. Government:
Assurance in statement of June, 1933: 159, 166, 167.
Misunderstanding of, Joare 166.
Financinl effect of, Sethna 153-4; Hoare 164-5 9)-
Objections to, and apinion of Council of State and L
Sethna 149-59.
Pross communiqué of 20th June, 1933, Sethna 159.

Racial discvimination:
Assurance against, Hoare 164 (%), 167.
Fear of, Sethna 155.

Recent history of question, Hoare 161-3.

thna 167; Hoare 165-6 (11).

Salt industry, effect on, Se
Trade, offect on, Sethna 156-7; Hoare 165.

egislative Assembly,

Agricultural development, Pritish Indian Delegation 232.

Anpio-indian and Domiciled European community,
all communication and transport services necessa

retention of proportion in
ry, Carr 332.

Army, see under Defence.
Auditor-General, position of, and recommendations, Sapru 263 (39).

B

Bengal, Meomorandum by Mr. A. H. Ghuznavi on_certain points affecting.
321, i

Borrowing powers, scé under Powers and relations of Federation and federal
units under Finance.

British Commonwealth of Nations, constitutional position of India in, need
tory doclaration of, Sapru 246 (2), 208-301, 303-4.

for statu
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British Indian Delegation, Joint Memorandum: 203-38.
. Commercial discrimination, 411 (11), 213-6.
Constitution, automatic growth of, 223-4.
Defence, 205-7. oo
Dominion Status, 204-5. *
.. Federal Legislature, 216-8.
Federation :
Evolution of the federal idea, 225-30.
Inauguration, 205 (8).
‘Finance: 220-1, ,
Allocation of revenues 220 (1). -
Debt position, 207 (7), 208 (8), 237-8.
Safeguards, 208-9.
Sterling loans, raising of, in future, 210 (5).
Fiscal Convention, 210-2.
Governors :- '
Acts, 220 (8).
Appointment of, 223 (35).
Ordinances, 219 (6).
Bpecial responsibilities, 219 (5).
Law and Order, 2189, =
Legislative procedure, federal, British Indian issues, 217-8
Local self-government, 232-5.
Memorandum, : views.re, Carr 829, 5
Ministers, provincial,- collective responsibility, 219,
" Provincial autonomy without Central responsibility, reply to suggestions,
9295, 235-6. . .
Public Services, 222-3,
Railway Board, 216 (28).
Reserved subjects, Counsellors for, 207 (6).
Second Chambers, 220 (7). o
Terrorist movement, 2(118-9, . . ]
Transferred services, deterioration since Reforms, reply to
295, 230.2. - ply statements,

*

4

Burma: .

Anti-Separation League, 60 (6).

Anti-Separation party, Hoare 138.

British pledge to, 58 (2).

Constitutional reform, scheme of, in event of separation from India: 53-94.
Acts, Rules, etc., of Burma Legislature, continuance in force, 67 ®).
All-Tndia Family Pension Funds, retention of membership o%, 66 (25).
Central Services, position, 65 (20) (21), 66 (23), 88 (95) (96). .
Civil Service, 64 (19), 65 (23), 87 (87).

Constitution Act, amendment, 81 (55).
Counsellors, ex-officio additional members of both Chambers, but no
Jight of voting, 72 (24). :

. Orewn, rights of, 87 (1).

¢+ Currency and coinage, as reserved subject, 63 (13), 63-4 (15), 68 (10).
Defence, to be reserved department, 62 (13), 68 (10).

Differences from schemesfor India, 57 (1). .

‘Discriminatory legislation, 82-3 (58) (61).

Ecclesiastical Affairs, to be reserved department, 62 (13), 88 (10)
‘Beclesiastical Department, future recruitment, 66 (24), 87’ (87 '
Elections and electoral procedure, regulation of, 74-5 (86). ’
Engineers; Service of, 64 (19). :

Executive, 62 (12), 67-71 (6)-(20).

External Affairs, to be reserved department, 62 (13), 68 (10).
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Burma—cont .
: in ev ratio
Constitutional reform, scheme of, in ©v ent of sepa

Financial powers and relations:

i 84 (69) (70). } A 62 (10),
g;il;?{;vlgsli%npgx Zgzzats ar(ld liabilities between India and Burma, (10)

83 (64). .
Propert(y, )contracts and suits, 83-4 (63)-(67).
Forest Service, 64 (19).
Frontier Service, 65 (22).
General purport of, 62.

. L State 70-1
Go;)e rxnk?:l;, under instructions from principal Secretary of ’

n from India—cont.

(19) (20). )
Acts of, 75-6 (41) (42). - .
to be also Commander-in-Chief, 68 (6).

11). o N

gor:er;sge;:f:; p?vérs)in relation to 1eg1s713t(1i>é1), 7980 (51) (52)
Pinancial Adviser, 64 (15), 69 (11), ﬁg- A (1{:)) 701 (18)-(20).
oument of Instruc:cii_onS, 6180(’1'7)va><;rnment ’business,' ete., 69 (15),
Making of rules for disposa

79 (50). 6 ()
3), . . 3.

gg::;:’ igae(vlet)xt of breakdown of Qonstltgt{on, 80655‘3()]4)

may Preside at meetings of Councxlﬁofégil(g;swrs, 4).

1 d allowances of, and of stail, . ) 75 (40

gzea;li.ilafes;onsibilities, ,63 (13), 68 (10) note, 70 (17) (20), (40),

76 (41)-(43).
High Court: Hoare 33 (10); 84-5 (712)-(79).

Appeals to King in Council, 85 (79).

Chief justice, 85 (74).

Judges, 84-5 (73)-(76). 4 an

Jurisdiction, powers an :

Superintendence over subordinate cou

House of Representatives:

Casual vacancies, 3111171% of;;e 7373(.?(';)9.)

ition, 62 (1 note, - ‘

g?;ﬁgg:il::x?nl’wweﬁs ii, Governor to prohibit, 79 (50)

Members : - )

%ath or afirmation, 73 82). N
Qualifications, 73 (30).

Membership: ‘
Disqualiﬁca.tions for, 131-12 (253).member when not qualified for, or
Person sitting or voul

i ified from, 74 (34). .
Procilcllgg:: Iﬁd e;ndu,ct of business, reguletion of, 79 (50).

Tmmigration problem, 6 (1D- inuance in force, 62 (9), 67 (4).

i ont .
 Imperial Parliament, A;t:vzgticons or agreements, continuance, 67 (5)-

Internationsl treaties, o AT, .
Legielatine procedllr;: g}ovzgi%r to be withiq twelve months subject to
Actsd?:ﬁzvt::nct:, byyHis nge;ty( 4i4n) gg;mcll, 75 (39).
76 _(49).
inance* 72 note, 75 (40),
g;::?no’r’s ‘Acts, 766 (41) (42). 5, 612 66 67
Governor’s powers, ;75 (28),7’26(20) ,
i jons, p. 72 note, 0).
vg:lg’;:’l::is:;o repealing or amending or repugn

ment, ete., 81 (66). - .

thority, 85 (77).
thority, e 85 (79).

«

ant to Acts of Parlia-
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Burma-—cont,.
Constitutional reform, scheme of, in event of separation from India—cont.
Legislature : : :
Composition, 62 (12), 64 (16) (17), 71-2 (21).
Life of, 72 (23).
first Meeting, 71-2 (21).
Powers of, 81-3 (54), (62).
Summoning of, etc., power to Governor, 72 (22).
Medical practitioners, registration, 83 (62).
Ministers, Council of : 62 (12), 69 (12).
Members, right to speak, but not vote, in Chamber of which not a
< Member, 72 (24).
Number and salaries, regulation of, 69 (14).
Selection of, 69 (13). 2
Monetary policy, currency and coinage, as reserved subject, 83 (13),
63-4 (15), 68 (10).
Police Service, 64 (19), 65 (23), 87 (87).
Position of Burma within the Empire, 61-2 9), 67 (3).
- _,Public Service Commission, 89-90 (100)-(104).
Public Services:
Discipline, 90 (103). .
Dismissal, 85 (23), 88 (85). ' :
Indemnity agaivst civil and criminal proceedings in respect of acts
before commeéncement of Conmstitution Act, done in good faith,
etc., 86 (84). .
Non-votable salaries, etc., 93.
Persons appointed by Secretary of State: 88 (92) (93).
Appeal to Becretary of State, 88 (86). ‘
Conditions of service, regulation of, 87 (87) (90).
List of principal existing rights of, 91-2.
Pensions, 87 (90).
Rights, continuance of, of compensation for loss 86 (86), 87 .
Rule-making powers of Secretary of State, 87-8 ,(91?. %), 87 (88)

. Persons appointed otherwise than by Secretary of State: 88.9

(94)-(99).
List of principal existing rights of, 92-3.
Recruitment : ’
BN Future, 64-5 (19), 72 (28).
Statutory inquiry after certain period, 64 (19), 74 (34).
Reserved posts, 87 (89). )
Retirement, premature, 11 (23), 65-6.
Rights, existing, preservation of, 11 (23),. 65, 88 (96).
“Boheme for, 64-6.
Tenure of office, 86 (85).
Railways:
Bervice, future recruitment to, 66 (24).
Statutory Board, 84 (68), ,
Reserved departments, 62-3 (13), 68 (10).
Revenues, application of, 84 (71).
Schedule A areas, 62-3 (13), 64 (18), 94.
Schedule B areas, 63 (13), 64 (18), 94.
Secretary of State’s Advisers, 85-6 (80)-(83).
Senate: ‘
Casual vacancies, filling of, 73 (27).
Composition and method of election, 62 (12), 71 note, 72 (25),
' Discussion, power to Governor to prohibit, 79 (50).
< Life of, 72 (23) and note.

ON INDIAN CONSTITUTIONAL REFORM 345

Burma—cont.
Constitutional reform,
Senate—cont.
Members ;
Oath or affirmation, 73 (32).
Qualifications, 72-3 (26).
Retirement of one-quarb
Membership :
i i i for, 73-4 (33). ) .
ggqsﬁ:hsﬁii:;;;nir véting as member when not gualified for, or dis
lified from, 74 (34). ] N
Proo?agirle and con?duct of business, regulation of, 6&9((254(;).

Superior Medical Service, future ;ecrultmeni_;dfw, S (61).

Trade and industry, grants, bounties or subts)i le;io@re .
Federation, right of secession from, not possib'e, e e &) ©.
H.M. Government policy, Prime Minister’s statement,

Political development of, 57-8 (2).64-5
Public Services, present system, .
Round Table Conference, 59-60.
Separation from India:

Advocated, Hoare 136, 137. )
Constitutional Reform, scheme, see that title above.

or Federation, Burmese opinion re, 61 ®; Hoarle3g36-7.
General electi(,)n, Autumn of 1932, 60 (6); H;£658 (.2)
Government of Burma Despatch, August, 1930, .
History of question, HoarcH 136. 136 _
di inion in Burma oare . ‘ 367,
i:gli:ﬁt?xl:‘:an(present), proéeedmgs ';'e, 650-(19)(7) (8); Hoare 1 ‘
from, Hailey . . .
kf():lsngo gzll:lt; alcglﬂeg::nc: S’ub-Committee recommendation e public
announcement, 58 (3).
Statement by Secretary
59 (4).
Statement by Secretary of State, 135-7.

C
Carr, Sir Hubert, Memorandum : 329-334.

scheme of, in event of separation from India—cont.

er every two years, 72 note, 73 (28).

of State in House of Commons, January, 1931.

Anglo-Indian and Domiciled community, 332.
Commercial discrimination, 331.
Council of State, 330. paizst, 331,

- Europeans, crimiral proceedings a
Federal Assembly, 330.

Federal Court, 333:(?.)1

Federal finance, . .
Federation, pre-requisites, .:}30.t
Governors, Instruments of Ins
High Courts, 330.

Income tax, 331.

Jute export tax, 331.

Official languages, 330.

Police, transfer, 829-30. 250
Privy Council, appesl to, .
Professional qualifications, 331.
Provincial autonomy, 329.
Provincial legislatures, 829.
Public Services,

Becond Chambers, 329.

Supreme Court, 330.
TaIx)ation, discr’iminatxon through, 331.

ruction, 832.
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cmq territories, Hailey 12 (22), 15-16 (29), 16-17 (32)

Central subjects, Memorandum by Sir Akbar Hydari, 185.7
’ R ! '
- CG;tre Government: .
undamental condition of federati i
cond Hydari 169
at Present, criticisms of syste: s 283.4. )
Re}s}ls)onsibi’lity: . system, Sapru 2534
sential of new constitution and should i '
T8 OF Act, Sapru 210 (3), 2525 bo established soon after pass-
stablishment, recominendation re date, Sapru 802-3

Chamberiain, Rt. Hon. Sir A )
. . ust
representation, 98. en, Secretary of State’s evidence, Press mis-

Coinage, se¢ Currency and Coinage.
cpmmander-in-()hief, see under Defence.

Commercial discrimination :
Adm;nistrative :
g:xnt;:alm.:si i‘;fcr Z\tfihoize Paper proposals, Jayakar 317-9
: ary power to : y s
Convent.lntell;fere, proposs Jayakar(;‘ig?mom and Governor-General . to
x‘(:).nl ased on reciprocity for regulating rights of Briti
D 19, oon;mqmty, desirability of, Jayakar 318 ritish commer-
) egelggment ofB indigenous industries: .
osition re, mitish Indian Delegation 213-4
D ()S:l'iiz%:::dlégi nged for, and suggestions "e,.Jayakar 312-3.
, Colonies and foreign countries, future Indian ?}14_6'
overnment

should have free hand i
eIy to negotiate agreements with, Jayakar

Mem_orandum on, by Mr. M. R, Jayakar
;%I;ervsl(:)lllss 'N(zlgobtgspong and .discussions ;e?lg.z.tiah Indian D i
snd bodies in United Kingdom trading with Tndin, ot actos
with India an{? resis;::ﬁ% ho‘:'stlxa:)l;l;::lss]il;ents tthqre, ond éhosue ;ﬁ?:;
Prevenﬁ::":f? f distinction, Jayfzkar Pty g establishments there import-
Governor-General’s special responsibility :
Comments on proposal, Jayakar 317. .
Scope of, should be made clear, Hydari 173 (Proposal 18)

Governor’s special responsibilities
8 sps co
Pro i;i:al};s vylthsscy ]é‘ederal Court, ;S"azrrlzlbngggtzﬁ()m proposal and matter best
posals in retary of State’s Memorand i
Boderta oo 1o, wsion, Tt 31 15 O
8, modi cation of Clauses :
tw}grqugh Tgxatlon, British Indian ﬁell’iggfiﬁsizﬂawkm 3146,
hite Paper proposals: (1); Carr 331,
ggmmentz; on, Sapru 306 (5), 317.
mments on, and propo i i its
. s proposed modifications, British Indian Dele gation "

ahoqld be Confined to residents of United Kingdom, Jayakar 810-1 ’
’ g » 812.

Commercial treaties and a
) greements, Fed ' XY
to enter into, Sapru iy (114131.-9,1 Government should be at liberty
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Communal Award:
Revision of, in respect of Bengal, apprehensions of Muslims in regard to,

and opposition, Ghuznavi 321.
Value of, Begum Shah Nawaz 336.

Communications, improvement ig, British Indian Delegation 230-1.

Congress, no repudiation of national debts, Sapru 286 91).

»
[
Constituencies, see under Elections and Electorates.

Constituent Powers:
Note by Sir Manubhai Mehta, 201-2. .
Provision for vesting of, in Indian Legislature,

2734.

recommendation, Sapru

Constitution:
Amendments of, gafeguards,
Growth of :
Automatic, provision
tion 223-4.
i Question as to provision for,
New, essentials, Saprt 240 (2).

demands of Princes, Mehta 201-2.

for, recommendations 7€, British Indian Delega-

Sapru 298 (117).

Constitution Act, amendment or repeal by Indian legislatures, provision e,

‘ Hydari 174 (Proposal 110).

Corporation tax, see under India States under Taxation.

Council of State:

Constitution: . ] . )
Aborigines and hill tribes, representation, recommendgtlon re, Joshi

323. .
suggestion not agreed

Delegates nominated by Provincial Governments,
with, Sapru 269 (50).

Labour representation, recom

‘Women, recommendations ré,

Indian States representatives: ) ‘
Seats alloted to, and not filled, making up of deficiency, recommenda-

: tion, Hydari 173 (P'roposal 26).
Vacation of seat, power to Ruler of State,
posals 24 and 27).

Membership : .
n from, Hydari 174 (Proposal 34).

Disqualificatio
Qualifications, Begum Shah Nawaz 337.
269 ; Carr 330.

Size, Hydari 173 (P'ropoaal 26); Sapru

mendation 7e, J oshi 323.
Begum Shah Nawaz 337.

proposal, Hydari 173 (Pro-

Currency, growth of Federal idea, British Indian Delegation 227.

requirement of previous assent of

Currency and coinage, legislation, >m
British Indian Delegation 210 (4).

Governor-General, objection to,

Customs, see under Taxation.
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D
Defence : .
Army: . .
British troops, reduction, recommendation re, Sapru 295.
Indianisation, recommendation re, Sapru 292-4, . :
-Recruitment, opening to all classes, etc., recommendation, Sapru 295.
Schools and colleges, expansion, etc., control by Legislature, rTecom-
mendation, Sapru 295.
Sending of, out of India, recommendation re, Sapru 295,
Army Member; selection from among members of Legislature Tepresent-
ing British India and Indian Btates, recommendation, Sapru
294 (111 (a) ). . -
Budget, procedure, recommendation, Sapru 295, 205-8.
Capitation Tribunal, Hoare 23. : )
Commander-in-Chief, appointment by His Majesty on advice of Ministers
in United Kingdom a fundamental condition of Federation,
Hydari 169, :
Expenditure, Hailey 4 (8).
PFederal idea, growth of, British Indian Delegation 58.
Indian Military College Committee, appointment and report, Sapru 292-4.
Military expenditure, reduction, recommendation re, Sapru 295.
Reservation to the Crown: .
Advocated, and Princes should be consulted before transfer, Mehta 201.
must be Integral part of Constitution, Hydari 169-70.
Thomas Report, Sapru 292-3.
Transfer: .
to Control of Indian Legislature and Government within sho
sible time, recommendation, Sapru 292 (108).
Need for definite and steadily growing programme of Indianization with
view ‘to, Sapru 297 (116). ’
White Paper proposals, modifications advocated, British Indian Delega-
tion 205-7.

Dewars Mr. Douglas, Memoranda submitted by, Note by Secretary of State
on, 143-7. .

Discrimination, see Commercial discrimination.

Dominion Status:
Pledges, Sapru 298-301, 302, 303-4.
as Ultimate goal, statement in preamble to Constitution Act advocated
British Indian Delegation 204-5. ’

. E

Educationy institutions and students, increase in numbers since 192129, British
" Indian Delegation 231. .

Elections and electorates:
Constituencies : '
Contact between members and, Sapru 268 (47),
Federal legislature, size of, Hydari 189-90,
Expenditure, estimated increase mecessitated by White Paper proposals,
Hoare 49, 50. .
Polling, by women, see under Women, -

Emigration, from Ii\diaq States into British India and wvice versa, should
be federal subject, Joshi 827, 398,

b

‘ “

rtest pos-

¢

ON INDIAN CONSTITUTIONAL REFORM 34.

nglish language, as official language, of Federation and one of official

languages of each province, statutory authority advocated, Carr
330.

uropean Association, letter re transfer of police: 332-4.
Governor-General and Governors, special responsibilities for prevention of
grave menace to peace or tranquility, 333 {d).
Police :
Acts, amendment, 333 (e).
Disciplinary control, 334.
Political interference, 334.
Transfer, 3324,
Terrorist movement, 332-3.

uropeans, criminal proceedings against, maintenance of present position
advocated, Carr 331.

xcluded areas:
Ascertainment of, with limits and extent, need for, and Indian delegation

should have chance of discussing question, Sapru 305 3).
Governor’s special responsibility, Sapru 305 3).

xternal affairs, see Foreign affairs,

F

amily Pension Funds, see Pensions.

yderal Assembly:

Constitution : .

’%b:g;igines and Hill tribes, representation advocated, Joshi 323.
Wo

men, recommendations re, Begum Shah Nawaz, 336.
Election to:

Direct :
Advantages as compared with indirect, British Indian Delegation
216-7.
with High qualifications, approved, Carr 330.
v. Indirect, and direct advocated, Sapru 266-8.
Indirect:-
Indian public opinion would not accept, Sapru 255-6 (25).
- Proposals, Hydari 193-5.
Indian States representatives:
Lent officers as, objection to, Supra 250 (14).
Seats allotted to, and not filled, Hydari 174 (Proposal 9); Sapru 251-2
(18)-(20).
Vacation of seat, power to Ruler of State, proposal, Hydari 173 (Pro-
posals 24 and 27).
Membership, disqualification” from, Hydari 174 (Proposal 84).
Size, Hydari 174 (Proposal 29); Sapru 255-6 (25), 269; Carr 330.

vderal Council, scheme, Hydari 182.
ideral Court, see under Judicial Administration.

ideral legislation or administrative action, provision against undue or un-

reasonable preference, or unfair discrimination bhetween units, sug-
gestion, Hydari 170-1. :
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" Federal legisla:

e

fufes:'
2¢e also Council of State and Federal Assembly.

- estimated additional Cost of White Paper proposals, Hoare 49.

Indian States representation:
Attitude of States, Hydari 190-1.
Glrlroull()lixi)g (g States, Hydari 195,
should be Popular or representative of i ;
Procedure, see pLogislaturep procedure? £ the people, Joshi 324,
Bize, small, arguments for, Hydari 191-3, 195.
Size and composition:
Change in, fresh Act of Parlisment should be necessary, Mehta 201-2

" Memtorandum, by Sir Akbar Hydari, 189-96,

Uni;&a.meral, desired, Hydari 189, 194.
White Paper proposals, comments on, British Indian Delegation 216-8

Federation :

\

Central subj ivision i ovinci ‘
s Hu” Lg:;ts,l 8(11,1"11312‘3. into Crolwn, Federal a:nd Provincial, scheme,
gntllcltsms o: proposals, reply to, Sapru 247-8.
volution of federal idea, British Indian Del i
ngeral scheme for India, Memorandum, Hyteiaegia?soin-l 225-30.
Finance, see that title. .

Fundamental conditions, Hydari 169-70; Sapru 240 2).

Inauguration of: :

P R e o e e
e e il eyl i

see also under Finance. ’ » 118 (Proposals @, 9)

Accession :

f:?:%f;zn% ‘):T::r: ;):so(f:;nwise," dqlétion advocated, Hydari 178, Pro-
ttitude of Pri ' i

vt egee, D Tadan Do, SR B

m -

of'—-the'férmﬁn weference to ‘‘ obligations ”’ of -
Craws advocated, Hydari 173, Proposal (). cbfigations ™ of rthe
nepaet n,fon bsh,;lfsv?fﬁozpmor-(ienernl, attitude re, Hydari 172
SoSeoesspn!, :&dom of/‘meaning of demand; Mehta 202.’ '
Jovereign status of HE.H..the Nizam must be fully maintained and

27w preserved, Hydari 172, : : med @
Transfer of subjects: :

. Minting of coinage and isue of stamps, reservatit;h’t;o HEH. the

.t I;;;.am liefies;arys,l Hydari 172.
."for’ Policy and legislati istincti inietra-
| f‘._"f’tion, ot 1372‘ ion, distinction from transfer for a»dm;mstra.
gm.oxl-alnda on, Sér Akbar Hydari, 169-79,
icial language, English as, statutory authorit;
\ . , statut y advocated, C
w Organic growth but an artificial creation, reply to critic?::n 83]?)} )
. Indian Delegation 295-30, - ) T
elgtl_o!m between Federation and Federal units:
Division of legislative subjects: '
: Coz:iurrent jurisdiction :
ministration- of federal legislati in Provi
tom 1 Touhi 5200 gislation in Provinces, recommenda-

Difficalties in e ti i islati “ legi
s o 2OSITMC ion with legislation by Federal legxslaturq,
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Federation—cont.

Relations hetween Federation and Federal units—cont.

Wvision of legislative subjects—cont.

Coneurrent jurisdiction—cont.

Health insurance and invalidity and old age pensions should be
subject to, Joshi 325, 327.

Prohibition of legislation imposing financial obligations on Pro-
vincial Governments, difficulties Irom, and suggestion re removal,
Joshi 325-7, 328.

Kmigration between Indian States and DBritish India should be
federal, Joshi 327, 328.

Ixclusively Yederal subjects, amendments of list, sugyestions, Hydare
178-0.

Federal laws and Indian States, question of position e, and recomn-
mendation, Hydari 174-5 (Preposal 111).

Transfer of subjects between Federal Government and units, objection
to provision for, and specific consent of Princes should be
required, Mehia 201.

with States: )

Agreements for carrying out Federal purpose in State, proposed
‘Amendment of Mhite Paper wording, Hudari 175 (Proposal 128).

proposed Amendment of White Paper wording, Hydari 175 (Proposal

117).
Enforcement of Acts of Federal Legislature within States, Sapru
251 (17).

Time limit for challenging validity of Acts, proposed deletion of pro-
posal, Hydari 175 (Proposal 118).

pre-Requisites, Carr 330.

Financial, Hailey 11 (19); Sapru 261.

Political entity of provinces, reply to, British Indian Delegation 225-30.
Secession :

by Indian States, freedom of, meaning of demand, Mekia 202.

Provision for formal right of, not advocated, Hydari 170.

Right of, could not be limited to one federating party, Hoare 137.

Finance:

Accounts, audit of, Sepru 263 (39).
Administrative economies, possibility of, Hoare 23.
British War Loan, liability taken over by India, correcton of Mr. Dewar’s
evidence, Hoare 145 (6).
Centre, position of, review of, and prospects, Hailey 4-6, 11 (19).
tivil charges in Provinces, Hoare 146 (7).
Committee of inquiry into financial conditions of Federation and British
Indian Provinces, and allocation of Income Tax, suggestion,
British Indian Delegation 221 (4).
Cost of White Paper proposals:
Correction of Mr. Dewar's figures, Hoare 145 (5).
Estimate of increased expenditure on fresh ‘“ overhead charges,” Hoare
49-51.
Question as to meeting, Hailey 11 (19), 15: Houre 22-4, 25; Sapru 258-9.
Difficulties of question, and inguiries into, Hoare 21.

Expenditure, effect of Montagu-Chelmsford reforms, comments on Mr.
Dewar’s evidence, and correction of figures, Hoare 143-4.
(Government liabilities in form of ecash certificates and savings bank de-
posits, increase in, since discussion of constitutional changes,

Hoare 144-5 (4).

19356 N
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Finance—cont.

Governor-General’s special responsibility for financial stability and credit
of India:

Recommendations re, British Indian Delegation 208-9 (1) (2).
Scope, question of, Sapru 262. . .
Implications of Provincial Autonomy and Federation, Hailey 1-20.

Inquiry into relations between Federation and units, suggestion re, Sapru
257-8.

Legislature procedure, see that title.
Powers and relations of Federation and federal units:
Allocation between .Provinces and Centre:
Amendment of wording of White Paper, proposal, Hydari 176 (Pro-
posal 136); 176 (Proposal 139).
no Change suggested, British Indian Delegation 221 (1).
General considerations, Hoare 2-11; 24-5.
General principle approved, Carr 331.
Income tax, see under Taxation.
Round Table Conferences discussions, Hailey 13-14 (26).
White Paper proposals, summary of, Hailey 17-20.

Borrowing mpowers, sterling loans, raising of, procedure in future,
British Indian Delegation 210 (5).

Federal sources of revenue, proposals, Mehta 200,
Indian States:
Assurances required by, Hailey 14 (27).
Attitude of Princes, Mehta 199-200; Sapru 257.
Contributions during emergency:
Opinion of Princes, Mehta 199-200.
Proposal, Hydari 176 (Proposal 141). )
Contribution to federal fise, method of, Hailey 17 (32) (33).
Corporation tax, see under Taxation.
General considerations in connection with, Hailey 11-17.
Present position of States in Telation to Central finance, Hailey
11-13 (21)-(26).
Previous assent of Princes should be necessary before any amendment
of arrangements, Mehta 201. . '

Local surcharges on Central taxes, question of, Hailey 10. ]
Property, contracts and suits, comments on proposal, Hydari 175 (Pro-
posals 131, 132 134). )
Provinces must be free to work out own Budgets, Centre only to inter-

fere in event of emergency, Hailey 2 (5).
Subventions to Provinces:
Deficit provinces, probable requirements, and source of, Hailey 8.9,
10-11.
to New provinces, probable requirements and source of, Hailey 8-9.
White Paper proposals, comments on, Sapru 256,
Present position of India: Hoare 25.
Budget estimates of revenue and expenditure of Central and Pro-
vincial Governments in 1933-34, Hailey 1-2.
Deficit provinces, Hailey 2-3, 8 (14); Hoare 25.
Emergency surcharges, Hailey 2 (4), 11 (19).
Improvement possibilities, Hoare 22-3, 25.

Pay cuts, cost of restoration, Hailey 4 (8), 8 (14),
Problem of,

Provincial :

¢ 11 (19).
if no improvement in state of the world, Hoare 24, 25.

Administrative economies, need for, Hoare 24.

xpenditure per head of population according to 1929-30 Budgets and
density of population per square mile, Hailey 7.

Federal finance forecast for each province, Hailey 7-8.

Inequalities between standards of administration, Hailey 6-7.
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Hcgrp(i Rt. Hon. Sir Samuél—cont. : :

Vi 9noe‘given by, Press misrepresentati

Fgmﬂy Pension Fl,mds, note oxf, 139-42t ons, 27-8.
Finance: '

Estimate of increased expenditure o
b d n fresh ‘‘ overhead ch ”
-sitated by White Paper Constituti charges . neces:
GStatement, 21-5. B netitution, 4951,
‘Governor-General, Instrument of Instructi
quernors, Instrument of Instructions 471?8“’ 8.
glglh Courts, 29-37. . ’ '
ailways, future administration, proposa
Reserve Bank, Report of Oomtﬁitlt)eepz:,hgsfgr& 5945,

H)gari, Sir Akbar:
" Central subjects, Memorandum, 28th Ma
gegml Legislature, size and cémpoeition yﬁtﬁi’ral?q.

ederal scheme for India, Memorandum ’2nd Oc bor. 1030, 191

Federation : ’ tober, 1930, 181-4.

* Conditions, 169-72,

I;]&%emoranda, 169-79.

ailways under the Federal constituti
i d 10n, proposals .
ite Paper proposals, comments on, a’nd propose’d lxi’igfﬁcations 172-9

Hyderabad, representative of, see Hydari, Sip Akbar ’ |

1

Indian Civil Service, duties and conditions of service British Indian Delego-
) n e

‘ tion 221 (30).
Indian States:
Ceded territories, Ilaile !
ec 1e Y 12 (22),15-6 (29), 16
Emigration to and from Briti ’ 2 (29), 1617 (32).
® o7, 998, ¢ ritish India, should be federal subject, Joshi
and Federal Court, see und ici -
;&l‘ﬁ' tF:dB!'ﬂ-tion,t;é,e under Ig:di::i:ic;:l a.l:udimlg?rll:t;:: jon.
. ers connected with, discussion or questions < )
: llx}lznt of previous consent of Gt;lve?;(;gnsr'm legislature, require-
(Proposal 102), » Tecommendation, Hydari
Paramountecy :
_ Exclusion of questions from Fe

advocated, Hydari 178 (Pro::::ll 3;phere, refergnce to, in Act

Powers, transfer of certain to Federaj
*  Viceroy must have means of i ral sphere, Hydari 170.
o tionsé and question o ff’ 1gsme§?gg duty for discherge of func-
rivileges and immunities i ’
Riilways, sce that title. Hatley 12:88 (20), 16 (29).
Representatives :
on Council of State, see under i
on Federal Assembly, see under (;?:L:i::::l olfh?ot:l;ell
on ngeml v/leg_lslatures, see under Federal Iegisla{.
Rights 'of, spe_c;al responsibilities of Governor-Genur“f
Hydari 173 (Proposal 18); Sapru 805.6 ” eral and Governors,
State Forces, voluntary maintenance of, available for u
. of Indian Army, Hailey 12 (28) -6 for use on mobilisation
Taxation, see that title. ’

Treaties, military guarantees under isi i k
! ntee » Provision, inde i
tion Act, for continuance of, and for rev?veax,lldz?ﬂ%r::tgozgg::-

) tions in event of accession lapsin d :
Tributes, Hailey 11-2 (21), 15-6 (29), 16-7g,(31;)*.3 for, Hydari 110,

B
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Industrial Councils, recommendation, Joshi 327-8.
Industrial development, British Indian Delegation 232.

International Labour Conventions, previous concurrence of British Indian
Provinces to federal ratification should not be necessary, proposed
modification of wording for, Joshi 327, 328.

Invalidity pensions, should be subject of concurrent legislation, Joshi 325, 327.

lyengar, A. Rangaswami, letter to Sir Tej Bahadur Sapru on Memorandum,
320.

J

Jayakar, Mr. M. R.:
Commercial discrimination, Memorandum on, 310-9.
Letter to Sir Tej Bahadur Sapru on Memorandum, 320.

Joshi, Mr. N. M.:

Aborigines and hill tribes, representation in legislatures, 323.

Federation, division of legislative subjects ;
Concurrent jurisdiction, 325-7, 328.
Emigration between British India and Indian States, 327, 328.
Health insurance and invalidity and old-age pensions, 326, 327.
Social insurance, 325, 327.

Franchise, 324.

Industrial Councils, 327, 328.

Labour legislation, 326-7, 828,

Labour representation in legisiatures, 828.

Letter to Sir Tej Bahadur Sapru on Memorandum, 320.

Memoranda, 323-8.

Judicial Administration: :
Appeals to Privy Council, Sapru 287-8 (95), 289 (100).
Continuance of right advocated, Carr 330.

Criminal proceedings against Europeans, maintenance of present position
advocated, Carr 331. |

Federal Court: -

estimated Annual cost, Hoare 49.

Appeal to King in Council, proposal, Hydari 177 (Proposal 158).

Appeals to, procedure, Sapru 288 (96) (97).

Appellate jurisdiction from State Courts, proposals, Hydari 177 (Pro-
posal 156). :

Decisions, enforcement of, Hydari 177 (Proposal 160); Sapru 288 (98).

Functions, combination with functions of a Supreme Court undesirable
Hydart 172, ’

Incorporation of Supreme Court in addition to, or as branch of, not
approved, Carr 330. ’

Judges:

*  Appointment by His Majesty on advice of Ministers in United King-
dom a fundamental condition of federation, Hydari 169, 177
(Proposal 151). ’

Judges of State Courts as, proposal, Hydari 177 (Proposal 153).
Qualifications, recommendation, Sapru 290, 201 (104).
Retiring age, 65 advocated, Hydari 177 (Proposal 151).
Jurisdiction, Sapru 287-8. , .
Interpretation of Federal laws, proposal would be. considered, but
need for care, Hydari 171. : ’
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., Judicial Administration—cont.
Federal Court—cont.
Need for, Sapru 119, 287 (95).
Original jurisdiction, proposals, Hydari 177 (Froposal 155).
Process within States, proposal, Hydari 177 (Proposal 160), )
Reference of matters to, by Governor-General, Hydari 177 (Froposal
161); Sapru 289 (99). . ~
Supreme Court divisions, recommendation, Sapru 280 (102).

High Courts:

should be under Administrative control of Federal Government and g

charge on Federal revenues, Carr 330.

other than Chartered High Courts, Hoare 37.

Composition and orgapisation, Hoare 81-2, 35 (15).
as Laid down in Constitution Act or Letters Patent, no provision for

alteration by Indian Legislature, Hoare 81 (7).

Control of subordinate judiciary by, Hoare 30-1.

Federalisation, recommendation, Sapru 202 (107).

Federalisation or provincialisation, Hoare 35-6,

Judges:

' Appointment method and recommendation, Sapru 201-2 (106) (107).
Qualifications, Sapru 200-1 (104).
Salaries and allowances, regulation of, Hoare 35 (14).
* 'White Paper proposals, Hoare 32,

Jurisdiction, Hoare 29, 32-3, 35 (18).

Maintenance, Hoare 35 (14), 36 (18) (19) (21).

Powers and authority, Hoare 82-5, 35 (17), 86 (19).

Powers and jurisdiction, Sepru 290 (103).

Relations with local Governments, Sapru 291 (108) (107).

Bupervision over criminal! courts, advocated, Sapru 291 (106).

Judiciary:

Appointment, selection, promotion and control, transfer to High Courts,
_recommendation, Sapru. 201 (105).
Subordinate :
Civil, organisation, Hoare 30.
Control of, Hoare 30-1.
»Criminal, organisation, Hoare 80.

Magistrates, Sapru 291 (105).

Provincial organisation, Hoare 29,

Supreme Court:
Appeals to, question of number and restrictions re, Sapru 289
Bengal opposition to, Sapru 289 (100). *
Criminal cases, appeals to, Sapru 289 (101).

Establishment not advocated, Sapru 290 (102).
Financial question, Sapru 289 (100).
Judges, Sapru. 289 (100), 290-1,

Jdute export duty, see under Taxation,

L

Labour legislation, difficulties in connection with legislation by federal logisla-
’ ture and administration, and suggestions re, Joshi 325-7, 828.

Labour representation, inadequacy of proposals, and suggestions for increase,
Joshi 328.

-

ON INDIAN CONSTITUTIONAL REFORM 359

Law and Order:
see also Judicial administration and Police. .
Administration, scheme, Hydari 185-6, 187.
Provincial ministers of the Interior, the appropriate advisers of the
Viceroy, Hydari 185-6.
Reservation of :
in Bengal, objections to suggestion, Sapru 275-6.
Objection to, British Indian Delegation 218-9.
Transfer of :
Arguments for, Sapru 275-6.
Recommended by Round Table Conference, H.M. Government, Govern-

ment of India and Simon Commission, Sapru 275 (61).

League of Nations, India’s position in, Sapru 297 (114).

Legislative procedure:

Federal : . )
British Indian issues, Indian States’ representatives and, British Indian

. Delegation 216-7; Sapru 248-50 (12) (13), 250-1.
Supply, co-equal powers to Upper chamber, objection to, Sapru 251 (16).
Provincial, discussion or asking of questions on matters connected with
any Indian State, requirement of prior consent of Governor, re-
commendation, Hydart 174 (Proposal 102).
Requirement of previous consent of Governor-General in certain cases,
British Indian Delegation 210 (4).

Local bodies, recommendation re, Sapru 268 (46).

Local self-government, failure of, reply to statements, British Indian Delega-
tion 232-5.

| M -
Matches, excise duty, see under Taxation.
Medical relief, development, British Indian Delegation 231-2,

Medical Service, superior, recruitment, Sapru 282 (77).

Mehta, Sir Manubhai, C.S.1.:
Constituent Powers, note on, 201-2.
Federal finance, note on, 199-200.

Ministers, provincial:
Collective responsibility, recommendations re, British Indian Delegation
219; Sapru 277 (68).
Nominated member as, objection to, Sapru 277 (69).

Minorities, special responsibility of Governors, see under Governors.

N
Nawaz, Begum Shah:
Communal Award, 336.
Council of State, 337.
Federal Assembly, women’s seats, 336.
Franchise, women, 335-6, 337-9.
Fundamental rights, 337. ‘
Governor-General and Governors, special responsibilities for prevention of
grave menace to peace or tranquillity, 337.
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Nawaz, Begum Shah—cont.
Memorandum, 335-40,
Provincial legxslaturea, women’s seats, 336.
Second Chambers, :women 8 seats, 336.
‘Women :
Polling, 339.
Settlement of questions by Imperial Parliament, 338-40.

o)

Old age pensions, should be subject of concurrent legislation, Joshi 825, 327.

Opium, receipts from, prospects, Hailey 5 (9).

Orissa, subvention to, probable requirements, Hailey 8.

P

Paramountcy, sce under Indian States.

Pensions:

Exemption from income tax, no Justxﬁcatmn for proposal, British Indian

Delegation 223 (34).
Family Pension Funds:
Financial position, Hoare 139 (4) (5).
Funding proposal, Hoare 140-2 (6)-(11).
Note by Secretary of State on, 139-42.
- Particulars rve, Hoare 139 (8).
Protection of, Sapru 285-6 (809)-(92).

,

Police:

Acts, amendment, prior assent of Governor-General or of Governor 1 their
discretion should be regunired to introduction of, and any legisla-

tion be reserved for M.M. pleasure, European Assn. 333 (e).

Criminal Investigation Department, or special branch dealing with

terrorism, see under Terronst Movement.
Disciplinary, control, recommendation re, European Assn, 334 .

Inspector-General, direct access to Governor making of special provision

for, not desirable, Sapru 276-7 (66). .

Insulation from pohtlcal interference, suggestlons for, Ewropean Aam

334 (f).
Reservation of section of, objechon to British Indian Delegation 218-9.
Transfer :

Agreed, but mneed for reservation of section dealmg with subservwe

crime, Carr 329-30:
essential Safeguards Carr 329-30

Politically minded Indians, need for co-operation of, Carr 329.

Posts and telegraphs, growth of Federal idea, British Indian Delegation 227.

Privy Council, appeal to, see under Judicial Administration.

Professional qualifications, protection of, advecated, Carr 331
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Provincial autonomy:

without Central responsibility, reply to suggestions, British Indian Delega-
tion 225, 235-6.

Evolution of, Sapru 246-7.

Finance, see that title,

as Fundamental condition of federation, Hydari 169,

Inauguration :
estimated Expenditure involved, Hailey 11 (19); Hoare 22.
Pre-requisites, financial, Hailey 3 (5), 16 (30), 19.

Requirements for success, Carr 329,

without Responsibility at the Centre, objections to, Sapru 246-7, 252-5.

Provincial Constitutions, comments on White Paper proposals, British Indian

Delegation 218-20.

Provincial legislatures:

estimated Additional cost of White Paper proposals, Hoare 50.
Central Provinces, aborigines and Hill tribes, increased representation
advocated, Joshi 323.
Constitution : Carr 329.
Labour representation, inadequacy of, and proposed increases, Joshi
323.
Reservation of seats for women, recommendation, Begum Shah Nawaz
336.
Membership, disqualification from, Hydari 174 (Proposal 34).

Public Health Department, development, British Indian Delegation, 231-2.

Public Service Commission, comments on White Paper proposals, Sapru 286-7

(93).

Public Services:

All-India:
Control, Supru 283.
European elements, continuation on minimum basis of Lee Commission
percentages, essential, Carr 330.
Pensions, see that title.
Recruitment by Secretary of State, continuance:
not Advocated, Sapru 281 (76).
for Certain period, with statutory inquiry at end of, ob]ectlons to,
British Indian Delegation 221-2 (31).
Retirement on proportionate pension:
Comments on White Paper proposal, Sapru 284-5 (88).
Cost of, correction of Mr. Dewar's evidence, Hoare 144 (2).
Extension of right of, to all European members appointed up to
passing of Act, agreed to, British Indian Delegation 222 (32).
Rights :
Accruing, interpretation question, Sapru 2834 (83).
Protection of, comments on White Paper proposals, Sapru 282-6,
Rights and privileges, recommendations re, Brilish Indian Delegation
222-3.
Salaries, protection of, Sapru 285 (89).
Appointment otherwise ﬂhan by Secretary of State, proposal, Hydari 177
(Proposal 192).
Control, Governor-General as final appellate authority as regards officers
appointed after 1919, with transfer of control to Federal Govern-
ment in future, suggestion, Sapru 283.
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‘Public Services—cont.

EUropeans in, Pmbabl . A .
s e position if i , ’ .
IndianisiﬁdmLDdegatiOT} 222 (31).recru1tment stopped in 1935, Lritish Reserve Bank——cont.
Ponsions won, Lee Cpmmlssion recommendations, Sa i Board:
Rovrurtnient . that title. » Sapru 280. Constitution of, 97 (8), 115-7-
for Cgf{“; . : Directors representing shareholders, appointment method, 98 (®) (7),
Drla Services, but Federal Government, proposal iti ; 111, 116,
by o egation 2212 (B1). » proposal, British Indian Businoss of the Bank, 100-1 (16)-(18), 10910, 118-9.
e :;te ofs i::l;a 21:81(1)1:;11@ Public Service Commission, advocated Cash reserves to be maintained by banks, 127-8.
Inquiry st end . B ! Committee :
q %e?e _etl}d of five years, objections to proposal s 2 . Appointment, Hoare 95, 96.
Lee Oommti,:Si:)? 222 (31); Sapru 280-1. posal, British Indian Report, 956-134.
T recommendations, S Di .
for Provincial Services b , Sapru 20, irectors:
) y Provincial Go First intment by G yernor-General in Council, 99 (12)
Indian. Delegation 221-2 vernments, proposal iy irst appointment by G0 D , .
: i - 2 (3D, » proposal, British  apPOIne s ualification, 99 (10), 115-
Reservation of certain posts tO'(In)dian Givi . Es?“l?]l'l%catmn ax:i . 1squ=:) rla:il:) ; n1,13 (10),
advocated, Sapru 284 (85) ivil Service, continuance not ablishment and incorp . 3
Rule-making power re, Sapru 282 (79 Exchange obligations, 1012 (19) (20)- ; ) ¢ b
8pecial responsibilities of Gover: (7). Governor, attendance of, and exerciseé O vota in event of absence, 97 (5).
White Paper provisions, diss ;‘P’s» see under Governors. Governor of, and Deputy Governors, 100 (13), 116,_117_ )
tion 221 (30) y atisfaction in India, British Indian Del Freedom from influence of ‘Whitehall or the City, essential, British
' . eiega- Indian Delegation 200 (3)-
oot Governor-General in Council, exercise of powers, 107 (32).
Initial assets and liabilities, 124-5.
Rai R separate Issue and Banking Departments, 100 (15).
Twa.ys.: . Tesue Department, assets and li}ibilities, 102-5 (21)-(26), 1234 )
dgl lms?;':‘t“m of : Legislation, requirement of previous assent of Governor-General, objection
ommittee on, and recommendations of, H 5 to. British Indian Delegation 210 (4).
BoScheme, Hydar: 186-7. , Hoare 39-43. Liquidatioﬁ 107 (82), 130. .
g;d= " : IIJ‘ocal Boards, 989 (9, 99 an). . ®
mposition of, recommendati SR ’ ondon Branch, ehould be optionsl, 9 .
.Hm';m 39 (2), (Committel‘:)n 941°f(2)(/0mm1ttee and comments on, ‘Management, 116-8. ’
Constitution, func}‘:ions and powers sh(;uld be determi " Note 1ssue, 123, - ileg
~ Federal Legislature, British Indian D : rmined by Act of Duration of privilege of, 127,
Methods of setting up Hoare 40 (5) n Delegation 216 (23). Forfeiture of right of, 107 (32).
Recommendations of Committee 41,2' ) Obligation to buy gold, 126. ,
ORegomngendatiom re, Sapru 270,-1_ ) Obligation to sell gold and gold exchange, 1926-7.
F{:;‘;;;}ctlon, l.‘e.gulation of,-proposal, Hydari 198 Offices and pranches, 98 (8), 115.
1a147p<221)t10n, comments on Mr. Dewar's Memorandum, H Political influence, freedom from, 96 (3).
Hyderabad Stat.;e, propos wls') Hudari ’ oare as.Pre-requmlte of federation, Sa?/ru 261 (36).
Ind®an States: » Hydari 197-8. : Private shareholders, recommendation, 96 (3)-
](?)'ontrol, British Indian Delegation 59 : Prohibitilo% of iesue of private bills or notes payable to bearer on demand,
osition of, Hoa . N : .
re 39 (3), (Oommittee) 44 (11), 45 (12). Regulations, 107 (82), 180-1.
Relations with Imperial Bank of India, 106-7 (29)-(31).

Revenue from, Haile

ver y 4, b.

existing Rights of Companies und i

_ . Counil, preservation in cZLﬁ??inzTAﬁvh Becretary of Btate in Relations with Secretary of State in Council, Governor-General in Couacil

Special responsibilities of Governor-General Hoarze:gss&;y"goam 10 ®). Rel an‘ad (Il)oc afchl)lverI;mentsé 121-21. 106 28- o
s s @®). gerve Fund and alioca jon of surplus, (27), 1289, 1334 )

Superior Service, recruitment, S
D
Transfer to Federal Government aﬁl”‘:o 281-,2(1(771) . Returns, 130, 134.
Uso of. for purpose of defence Samc;;i ,( s'g'DTu 270 (53). Scheduled banks, 132.
’ : Maintenance of minimum balances, 105 (28).
Rezerve Bank : ' Share capital and share registers, 1’00 (14), 113-21. -
greement with Imperial Bank . . , Shareholders’ voting qualification, 96-7 (4).
Audit, 129-30. P ank of India, 128, 133. Supply of coin and of different forms of legal tender currency 195. *
Bank rate, 129. ] - Sugpension of reserve requirements and tax on mote issue, 107’ (32), 127.

Bill of 1928, suggested modificatio
ns, 100
) (16), 107-8 (33), 109-10. Reserved s:?iﬁc;s(i70&1;nsellors for, two only, advocated, British Indian Delega-
ion .
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s - Sapru, Sir Tej Bahadur cd oy ) 9250-1.
Salt duty, see under Taxation, : hﬁ;ﬁiﬁ:ﬁvﬁfgf:ﬁdi‘;zzgff I?ldian States’ representatives and, 4850,

Sapru, Sir Tej Bahadur, K.C.8.L.: Supply, 251 (16).
Auditor-General, 263 (39). Memorandum on the kar, Mr
British Commonwealth of Nations, conetitutional position of India ! Letters from Mr. M. R. Jaya)a ) )
o *1298-301—'(2), 303-4. gaswami Iy?ngar on, 320. é

entre, responsibility at, 240 (2), 252-5. inisters, provincial: i 65)-
Commercial discrimination, 30é \1’5) MCa,bine'l’: ?orm of responsible government, 277 (68)
Comm.ercial treaties and agreements, 206-7 (114): Nominated membe, 77 (@
Constituencies, contact with members, 268 (47). Pensions, 285-6 (39)-(9%)-
Constitupion = . Police:

Amendment of constituent powers, 2734, - Criminal Investigation Department, c0

White Paper: 239’3%\9.' M. Joshi and Mr. A. Ran-

atrol, 276 (65)-

Essentials, 240 (2). Inspector-General, access to Governor, 276-7 (66)-
CGrov.vt,h of, provision_for,‘ 298 (117). Provincial autonomy, '24_6-7. 0867 (99).

ouncil of State, constitution, 269 (50). Public Service Commission,
Defence, 201-4, 297 (116). : Public Services: 5
&311111(11:; aS::;us,é&ledsges, 208-301, 302, 308-4, Inf‘ec‘ ﬂhtntxggx:it,izzg;gst:s of, 2826,

‘ . ‘ ights

Federal A!ﬁem{ﬂy; ( ) Rallgay Board, 270‘1- )

Election to, 256-6 (25), 266-8. A Reserve Bank, 261 (36). -

i i i 278-9.
. Indian States representati - Second Chambers in provinces, )
Bize, 255-6 (25). ’ ™ 2§1 * a8 Secretary of State’s Advisers, 287 (94)

h ; tation, 27.
Federal finance, 256-7, Secretary of Qtate’s evidence, Press misrepresen ’

Federal legislatures, size, 269. Terrorist moven.l:i!‘l;;j;?zﬁh 6.
Federation : - Transitory provt ’ ‘ : Hydari 187; British Indian
_ Enforcement of Acts of Federal Legislature within States, 251 (17). ° Scientific Departments, growth of Federal idea, H¥

Financial pre-requisites, 261. ’ T clen Delegation 227

Indian Princes and, 240-6, 248 (11).

Financial Adviser, 261-2.

r Federation.
general Financial position and cost of proposed reforms, 258-60.

Secession, see unde

* : d ’
Fiscal autonomy, 263-8. . Second Chambers : o United Provinces, comm onts on_proposals, and -
Torsiga, affairs, 240 (2), 292 (109), 206 (119). . in Bengel, Bibar a2 B0, ik Indian Delegation 220 (7).

anchise 45) (46), 289 (51). pdiom . . i 1 3
Fundamental ri(ghgs,(lo)é-ll, 27&-2? , - COX?;:;I ?r?t?s’ 31?1"11312%"“’93’ representalion, re%:}:? 93112(133t1°n re Joht 28
Governor-General, special responsibilities, 262, Labougl' representation, recommendatxoghze}; e 356,
Governors : o ’ : ‘Women, Pr°Viei°n-advocated’ Begu:: 329

‘Acts, procedure for passing, 274-5 (60). Tssential to provincial au.tomllmy S« au 278-§
' Legislation, epecial powers of, 809-10. ' . Establishment of, not desirable, Sapr K

Special responsibilities: 305.10. . '

278 (70)¢
ponsa b1 Iwet Members, supply of, Sapry
Commercial discrimination, prevention of, 306 (5). . Qpinion in India, Sapru 278-9.
. %xiﬂ?d areas,d305 I(Bv?vf ly issaed b ) ) tary of State’s advisers, comments on White Paper proposals, and
X ion or orders lawfully issu Governor-G: 1, 8 . Secretar . 94).
Indian States, protection of rights ofy; 305-6 (2), enes ’ 05 @) recommendation re, Sapru 287 (94)
Minorities, safeguarding legitimate interests of, 3078 (7).

. . . Memorandum on the future constitution of
* Prevention of grave menace to peace and tranquillity, 808 (8), Sethna, Sir Plzsl)rg;e c., O.BE, M
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Law and Order, transfer of, 275-6, '
League of Nations, 287 (114). supreme Court,

ession duties, see under Taxation.
see under Judicial Administration.
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Transition period, as short as possible advocated, Sapru 252-3 {21), 273 (57).

Transitory provisions, Sopru 272-3.

Transferred services, deterioration in, since Reforms, reply to statements,
British Indian Delegation 225, 230-2.
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Jnited Provinces, finance, comments on Mr. Dewar’s evidence, Hoare 143-4.
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Nomen: :
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Fundamental rights, claim to inclusion in Constitution or Instruments of -

Instructions, Begum Shah Nawoz 337.
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